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Making the A-tfeam

Office hierarchies are being
stripped bare —PILITA CLARK, PAGE 18

Lastroll of the dice

Nissan and Renault embark on
another reboot —paGe 7

Grievinginisolation

Lockdown upends traditional rituals
around death —BiG READ, PAGE 15

Battle lines
Unrest spreads
across US cities

A female protester walks past members
of the US National Guard in the Fairfax
district of Los Angeles yesterday.

The National Guard was deployed on
the streets of more than a dozen US cit-
ies yesterday, in a bid to quell streets
protests that spread across America
over the weekend. Angry crowds

clashed with police in major cities after Amid North Korea’s worst
George Floyd, an unarmed black man, economic fall since 1997, Kim
died in police custody last weelk. Jong Unis demandingthat the
Joe Biden, the presumptive Demo- moneyed class stump up more
cratic presidential nominee yesterday cash to fight the coronavirus

condemned the violence and called for
peaceful protests saying: “The act of
protesting should never be allowed to
overshadowthe reason we protest.”
News & Global Insight page 3

Editorial Comment page 16
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EU budget chief seeks backing for
business tax to fund bloc recovery

e Levy would hit 70,000 large companies @ Package of measures floated by commission

SAM FLEMING — BRUSSELS

The EU’s budget commissioner has
called on member states to back new
taxes, including an annual levy on

“What we are aiming at is — at the lat-
est by the end of 2027 — that we will
have a functioning, steady flow of new
own resources to our budget,” the com-
missioner said, adding that he was ulti-

nues. But the plans would face formida-
ble political obstacles, and EU states
have traditionally been deeply wary of
creating new own resources on top of
existing ones, such as customs duties.

Mr Hahn dismissed suggestions that
the new tax and debt plans represented
a “Hamiltonian moment” in which the
EU leaps towards a fully fledged fiscal
union, similar to the jump under

» Argentina close to deal with creditors
Argentina, which is trying to restructure $65bn of
foreign debt, is close to a deal with bondholders after
defaulting on its sovereign debt for a ninth time, with
another deadline approaching tomorrow.— PAGE 2

» Cinven warns over Thyssenkrupp unit
UK buyout firm Cinven has told investors in its latest
fund that it may be stuck with an outsized stake in
Thyssenkrupp’slifts business for longer than is
allowed under its agreement with them.— pace &

» Kim demands North Korea elite pay up

and sanctions woes.— PAGE &

» Citi says markets are ‘ahead of reality’
Citigroup said financial markets were “way ahead of
reality”, warning corporate clients that they should
raise as much money as they could before investors
factor inthe pandemic’s true cost.— pacE &

» Hunt for war criminals heats up
Atop UN prosecutor said that the arrest in Paris last
month of Félicien Kabuga, wanted for 23 yearsover
his rolein the 1994 Rwandan genocide, has revived
efforts to pursue suspected war criminals.— pace 4

» Bezos in bet on UK logistics start-up
Amazon’s Jeff Bezos hasjoined Uber founder Travis
Kalanick and Google’s ex-chairman Eric Schmidt to
invest in Beacon, which plans to use digital tech to
disrupt the global logistics sector.— pace 8

» Atlantia eyes selling Autostrade stake
The Benetton family-run Italian infrastructure
group Atlantia is intalks to sell a stake in Autostrade,
the toll-road unit that has come under fire after the
collapse of the Genoa bridge two years ago.— pace 8
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Musk’s SpaceX takes glant
leap forward for tourism

The prospect of space tourism took
one giant leap forward over the
weekend when SpaceX became the
first private company fo launch
humans into orbit. Elon Musk’s space
venture transported fwo Nasa
astronauts from the Kennedy Space
Center in Florida to the International
Space Station, where they docked
yesterday. Nasa hopes to start
sending paying passengers into space
this summer.

Report » PAGE 3

Court says Nestl¢ plant-based burgers
can be ‘Sensational’ but not ‘Incredible’

EMIKO TERAZONO — LONDON

Nestlé is to change the name of its
plant-based “Incredible Burger” to
“sensational Burger” in Europe after a
Dutch court granted an injunction filed
by US start-up Impossible Foods.

The District Court in The Hague said in
its preliminary judgment last week that
Nestlé had infringed Impossible Foods’
trademarks, and was likely to confuse
CONSUMETS.

It prohibited use of the “Incredible”
name throughout Europe, giving the
Swiss conglomerate four weeks to with-
draw its products from shelves or face
€25,000adayin fines.

Nestlé said it was disappointed with
the ruling and would file an appeal, add-
ing: “It is our belief that anyone should
be able to use descriptive terms such as

‘incredible’ that explain the qualities of
aproduct.”

The legal fight is part of an intensify-
ing battle between food producers,
where the right adjective is seen as a key
marketing weapon to convince consum-
ers that a vegetarian burger canrival the
taste of meat.

Nestlé had already opted to use “Awe-
some Burger” instead of “Incredible
Burger” in the US.

Sales of plant-based meat substitutes
have jumped in western markets during
the coronavirus pandemic. In the US,
the trend has been fuelled by slaughter-
houses becoming Covid-19 hotspots,
restricting meat supplies.

Even before the crisis, entrepreneurs
and start-ups have been launching
products. In Europe competition has
been heating up, with brands including
Beyond Meat, Moving Mountains, Meat-

less Farm and This vying for market
share. Large food groups have entered
the burgeoning market with Nestlé pro-
moting its Garden Gourmet brand and
Unilever buying Vegetarian Butcher.

Impossible Foods’ products have yet
to enter European markets, but last
October it applied to sell its plant-based
burgers, which are made using geneti-
cally engineered yeast, with the region’s
food safety authority.

The Dutch court stated that Nestlé
appeared to have tried to frustrate
Impossible Foods” entry into the Euro-
pean market by offering its own plant-
based foods under a similar name.

Dana Wagner, Impossible Foods’ chief
legal officer, applauded other groups’
efforts to develop plant-based meat sub-
stitutes, but added: “We don’t want
them confusing people into thinking
their products are our products.”
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Sanchez seeks parliament support for
new extension of Spain’s crisis powers

Pedro Sénchez, Spain's prime minister, will go back to
parliament this week to seek a further extension to his
government’s crisis powers, inan attempt to avoid adis-
orderly phase-out of lockdown.

But he said central government would cede control
over the final stage of the lockdown to Spain’s devolved
regions.

The prime minister said the state of alert had played a
vital role in fighting the pandemic.

Saudi Arabiarestarts domestic flights
from 11 cities but Mecca remains closed

Domestic flights in Saudi Arabia restarted yesterday,
after being suspended since March 21 because of the
coronavirus pandemic, authorities said.

Flights to and from airportsin 11 cities — Riyadh, Jed-
dah, Dammam, Madinah, Qassim, Abha, Tabuk, Jazan,
Hail, Al Bahah and Najran — have resumed, the official
Saudi Press Agency reported.

The restoration of air links with Mecca has yet to be
announced.

Brazil reports record rise in new cases

Gravediggers bury a body at a cemetery in Rio de Janelro.
Brazll reported a record 33,274 new cases on Saturday,
with the country's death toll increasing by 956 to 28,834,

China factory recovery slows with May
purchasing data weaker than expected

The pace of China’s manufacturing sector recovery
slowed in May, illustrating the difficulties the second-
largest economy is having in returning to normal as the
pandemicrollson.

The official purchasing managers’ index cameinata
weaker than expected 50.6 last month. While readings
above 50 indicate that activity is expanding relative to
the previous month, May’s figure of 50.6 was lower than
April’s50.8.

Singapore says jail infections not
a previously undetected cluster

singapore’s health ministry said that three prison
inmates and a correctional services nurse who tested
positive for Covid-19 did not constitute a previously
undetected cluster of coronavirus infections.

The city state is continuing to find hundreds of
migrant workers testing positive for coronavirus each
day.

gf Singapore’s total of 34,366 cases, 32,104 — more
than 93 per cent — are dormitory residents.

Cases so far:

6,104,980

cases and 370,078 deaths by 5.30pm BST on May 31
Source: Johns Hopkins University, CSSE

Read more at ft.com/coronavirus
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Debt restructuring

Argentina nears deal with creditors

Concessions on both sides
as pressure rises to agree
$65bn foreign loan plan

COLBY SMITH — NEW YORK
BENEDICT MANDER — BUENOS AIRES

Argentinais inching closer to adeal with
bondholders after defaulting on its sov-
ereign debt for a ninth time just over a
week ago, with another government
deadline approaching tomorrow.

The country has been locked in a
stand-off with creditors for months as it
atternpts to restructure $65bn of foreign
debt. An initial proposal put forward by
the government in April was rejected by
threeseparate creditor groups, and after
the expiry of a deadline on previously

missed payments on May 22, the coun-
try tipped into default.

But optimism that a deal can be
reached has risen over the past weelk,
with the gap narrowing between the two
sides after both the government and
bondholders offered concessions. Many
expect tomorrow’s deadline to be
extended, however, given that differ-
ences remain between how much relief
the country is seeking and what bond-
holders are willingto concede.

Argentina's two largest creditor
groups put forward a joint proposal at
the end of the week that they said would
result in more than $36bn of cash flow
relief over the next nine years.

On Thursday, the government also
unveiled new terms, with payments to
restart in 2022 instead of 2023. It also

increased the average coupon payment
on the new bonds and reduced the pro-
posed size of the principal haircut.

“We have come closer but there is still
an important way to go,” said Martin
Guzman, economy minister. He said
the renewed creditor offer “moved in the
right direction” but was “insufficient”.
Negotiations are likely to continue
beyond tomorrow’s deadline. “It is more
important to have the right deal than to
have a deal on a specific timetable,” said
a person familiar with the matter on the
bondholder side. “We have been as flex-
ible as we could be in putting relief on
the table,” added the person, describing
June2asan “arbitrary” date.

Under the terms of the new creditor
offer, no cash payments would be due
until 2021, Then the country would face

‘It is more
important
to have the
right deal
than to
have a deal
on aspecific
timetable’

cash coupon obligations starting as low
as 0.75 per cent before rising to close to
or above 6 per cent on some bonds. That
is above the government's proposal,
which calls for coupon payments to cap
out below 5 per cent.

The bondholders say their proposal
reduces coupon payments by roughly 32
per cent to an average size of 4.25 per
cent, and they do not request any amor-
tisation payments until 2025. But the
groups do ask for non-cash payments
beginning this year to cover unpaid
interest under a “paid-in-kind” struc-
ture starting at a rate of 1.75 per cent.

Brad Setser, senior fellow for interna-
tional economics at the Council on For-
eign Relations, warned that a paid-in-
kind structure could lead to a bigger
debtstock for Argentina.

LREM faces uphill struggle in
local polls after breakaways

and pandemic take their toll

VICTOR MALLET — PARIS

When Emmanuel Macron launched En
Marche four years ago, he described the
idea of a new political movement that
was “neither right nor left” as “a bit
mad” and said he did not know if it
would succeed.

A year later, the upstart group that
became La République en Marche
(LREM) succeeded handsomely. It
helped Mr Macron secure the French
presidency in May 2017 and then
crushed the established parties of left
and right to win an outright majority in
the National Assembly, with many of
those elected under its banner new to
politics.

Today, however, these once-fervent
Macron supporters are feeling the strain
of three years in power. Many fear that
the president’s earlier achievements,
including a decline in unemployment
and tighter control of public spending,
are being obscured by a pandemic that
has killed nearly 29,000 people in
France and is plunging the economy
into its deepest recession since the sec-
ond world war.

“It’s very sad,” said Annie Vidal, an
LREM member of parliament from
Seine-Maritime, north-west of Paris.

“We were startingtoseeresultsinterms ~ Testing times:

of economic recovery, with morejobsin -~ Emmanuel
industry and good financial trends.” Macron delivers

Wwithamonth to go beforethe delayed  a speech last

second round of France’s local elections ~ weelc after

on June 28, and two years before the  visiting a factory
next presidential and parliamentary  in Etaples,

polls, Mr Macron’s partyis frayingatthe  northern France

edges, weakened by the president’s —LwiicMainERA-EFE

declining popularity.

Agnés Buzyn, the former health min-
ister who is Mr Macron’s candidate for
Paris mayor, has virtually no chance of
winning the city after falling behind
Socialist incumbent Anne Hidalgo and
centre-right candidate Rachida Dati in
the first round in March.

In Lyon, the incumbent mayor and
LREM candidate, Gérard Collomb, a
former Socialist who was one of Mr
Macron’s earliest converts, has aban-
doned the race and thrown in his lot
with the centre-right to keep the greens

France. Politics

Cracks widen in Macron’s divided party

from power. In Marseille, the LREM
candidate performed poorly in the first
round.

At the same time, disgruntled LREM
deputies in the National Assembly have
formed two parliamentary groups, one
that is promoting green and leftwing
policies and another that leans towards
economic liberalism. The splits techni-
cally deprive the governing party of its
majority, although the defectors insist
they are not joining the opposition.

“1t shows that what was a sort of con-
sensus was not hard at all but was a soft
consensus around Macron, and it’s now
divided,” said political analyst Vincent
Martigny.

Ms Vidal, a Macron loyalist, said she
did not understand the defectors and
insisted that many voters approved of
the president’s handling of the crisis,
even if extremist politicians were
exploiting people’s fears to whip up

Plan

opposition to his leadership.

Bruno Bonnell, a tech entrepreneur
and MP for Villeurbanne near Lyon,
said there was “incredible distortion”
between Mr Macron's achievements —
successfully negotiating with Germany
for an EU economic recovery fund, for
example — and a public image damaged
by mistrust over problems such as
medical equipment shortages.

“I think he’s doing it right, but
through the Franco-French prism we
are arguing about masks, tests and so
on,” hesaid.

Alexandra Louis, a lawyer elected as
one of the four LREM MPs in Marseille
in 2017, said “democratic exhaustion”
predated the Macron era and that the
angry confrontations highlighted on
social media did not reflect what she
sawon the ground.

“I'm not convinced that people have
changed that much in their view of poli-

pour l'automobile

que, compétitive, francaise

tics since the start of this mandate,” she
said. Ms Louis has joined an association
of politicians and citizens called “En
Commun” (Together) to generate “con-
structive” ideas the government could
adopt to protect the environment and
reduceinequality.

The political danger for LREM is that
Mr Macron, having already alienated
many of his erstwhile supporters on the
left with his economic reforms, may
antagonise the greens and the liberal
right with insufficiently radical environ-
mental or economic solutions to deal
withtheimpact of the pandemic.

“The lockdown has opened the door
to all the old lobbies,” said Mr Bonnell.
“Looking at the proposals for the
relaunch of the economy, none is new or
original; it’s trying to stimulate demand
by promotions and discounts. It means
you don't ask the true questions about
howyou change the world.”
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For weeks now, German MPs have been
wondering what to do about the Ger-
man constitutional court’s explosive
ruling against the ECB's bond-buying
programme. The answer came on
Thursday:nothingat all.

According to participants of a critical
meeting with senior legislators, Wolf-
gang Schiuble, the president of the Bun-
destag, told them that the best course of
action was inaction.

“The majority opinion in Thursday’s
meeting was that the Bundestag can’t do
anything,” Peter Boehringer, the head of
parliament’s budget committee, told
the Financial Times, “and that we just
have to wait till something comes from
either the ECB or the Bundesbank.”

The constitutional court shocked
Europe earlier this month when it ruled
that the German authorities and the
EU’s top judges had failed to properly
scrutinise the ECR’s €2.2tn sovereign
bond-buying programme, in a move
that threw the bank’s flagship policy
into grave doubt.

The court in Karlsruhe ordered the

German government and parliament to
ensure thatthe ECB provided a “propor-
tionality assessment” of its bond buying
to ascertain whether its “economic and
fiscal policy effects” did not outweigh
other policy objectives.

It also said if the ECB failed to comply
within three months, the Bundesbank
must stop buying bonds and plan to sell
themore than €500bn it holds.

MPs are ataloss as to howtorespond.
They know that they cannot order the
ECB to do anything: it has already made
clear it answers only to the European
Parliament and the European Court of

Wolfgang Schiuble: the president of
the Bundestag met senior legislators

Justice. Butnor can they ask the Bun-
desbanl to provide the proportionality
assessment, because it is formally inde-
pendent of both the Bundestag and the
government.

“On the other hand, the constitutional
court ruling does make clear that the
Bundestag has a role to play; it must
ensure that we get back to a situation
consistent with the EU treaty,” said Mr
Boehringer. “So it presents us with a
dilemma.”

However, experts believe that officials
are working behind the scenes toresolve
the impasse, using the informal chan-
nels that exist between the German gov-
ernment, Bundestagand ECB.

one such channel is the warm friend-
ship between Mr Schiuble and Christine
Lagarde, the ECB chief: the two were
fellow finance ministers, and continued
to work closely together after Ms
Lagarde switched from the French cabi-
net to theIMF in 2011.

Most observers think Germany’s cen-
tral bank, the Bundesbank, will play a
critical role in resolving the deadlock. In
aninterview with the FT last week, ECB
board member Isabel Schnabel said she
was “sure there is going to be communi-

German MPs reach impasse over court ruling on ECB bonds

cation between the Bundesbank and the
German parliament and the German
government, and one will have to find a
solution”.

Mr Boehringer, who is an MP for the
rightwing Alternative for Germany, said
he also believed that everything hinged
on the Bundesbank.

However, another avenue for poten-
tially resolving the impasse has beenset
inmotion by German MEP Sven Simon,
who has written to Ms Lagarde asking
for details of how the central bank
assessed the proportionality of its bond-
buying programme.

Mr Simon, who sits on the European
Parliament’s economic and monetary
affairs committee, told the FT he hoped
to act as a go-between, taking the ECB’s
proportionality assessment to the Bun-
destag, in the hope that it will be enough
todefuse the stand-off.

The ECB always responds to MEPs’
letters within six weeks.

The central bank declined to
comment, but a person briefed on the
matter said that while it had not yet
decided how to respond to the constitu-
tional court ruling, its answer to Mr
simon could play arole.
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Pressure rises on Trump as mass
protests rage over Floyd killing

National Guard deployed on streets across the country following continued violence

LAUREN FEDOR — WASHINGTON

The National Guard was deployed yes-
terday on the streets of more than a
dozen US states and Washington DC,
after protests following the death of
George Floyd had given way to another
nightof violence across America.

Angry crowds have clashed with
policein major cities across the US, with
fierce battles in Los Angeles, Philadel-
phia and Washington, in the latest dis-
play of public anger over the death of
Floyd, an unarmed black man, in police
custody last week. Some 5,000 mem-
bers of the National Guard have been
called up in 15 states and the District of
Columbia, with another 2,000 prepared
to deploy “ifneeded”.

The Floyd case, which echoes the
high-profile killings of other black
Americans at the hands of white police
officers, has revived long-simmering
tensionsoverrace relations.

It comes in the lead-up to a presiden-
tial election and amid the coronavirus
pandemic, which has killed more than
100,000 Americans and disproportion-
ately affected peopleof colour.

“These last few days have laid bare
that we area nation furious at injustice,”
Joe Biden, the presumptive Democratic
presidential nominee and former vice-
president, said yesterday.

Mr Biden endorsed peaceful demon-
strations, but condemned the looting
and destruction that has been rampant
inmany cities, with cars burnt, windows
smashed and businesses ransacked.

“Protesting such brutality is right and
necessary. It’s an utterly American
response. But burning down communi-
ties and needless destruction isnot. Vio-
lence that endangers lives is not. Vio-
lence that guts and shutters businesses

UK would finance ‘torture’ by giving gold to Venezuela

Cash-strapped Maduro regime
tries to unblock $1bn in
bullion from BoE vaults

MICHAEL STOTT — LONDON
GIDEON LONG — BOGOTA

The Bank of England would in effect be
“financing torture” if President Nicolis
Maduro were to win a British court case
ordering it to hand $1bn of Venezuelan
gold in its vaults to his regime, opposi-
tion leader Juan Guaid6 haswarned.

Speaking to the Financial Times after
the High Court in London recently
heard arguments in the lawsuit, Mr
Guaidé said it was “very important
for us to protect that gold and keep it
out of the clutches of the Maduro dicta-
torship. [They are] not trying to get
hold of it to deal with the humanitarian
emergency. They're trying to get it so
they canstealit.”

The legal battle comes as Venezuela
grapples with widespread shortages of
food, water and fuel as well as coronavi-
rus and choking US sanctions. The

that serve the community is not,” Mr
Biden said.

“The act of protesting should never be
allowed to overshadow the reason we
protest. It should not drive people away
from the just cause that protest is meant
toadvance.”

Police have arrested nearly 1,700 peo-
ple in 22 cities since Thursday, accord-
ing to Associated Press.

In New York, at least 120 people were
arrested and at least 15 police cars dam-
aged on Saturday night. Protesters
threw objects at officers and set alight
police cars, while a video showed two
police vehicles driving into a crowd of
demonstrators in Brooklyn.

Similar scenes played out in big cities
such as Philadelphia and Chicago, as
well as smaller ones, including Fargo in
North Dalkota and Salt Lale City, Utah.

In Washington DC, shattered glass
covered the pavement just blocks from

Fury: demonstrators on a motorcycle one block away from the White House on Saturday night. Below, the National Guard patrol in Minneapolis — Erc Badat and Chandan Khanna AFPiGetty Images

the White House, as looters smashed
windows of businesses and sprayed
graffiti on federal government build-
ings. In the south, in cities such as Rich-
mond, Virginia, and Charleston, South
Carolina, protesters vandalised monu-
ments to the confederacy, symbols of
the civil war and the America’s fraught
racial history.

There were growing calls yesterday
for US president Donald Trump, who
has attracted criticism for his handling
of the Floyd case and seen his approval
figures slide in recent weeks, to address
the nation from the Oval Office.

A new national Washington Post-ABC
News poll published yesterday showed
Mr Biden with a 10-point lead over Mr
Trump, with 53 per cent of registered
voters favouring the former.

Robert O’Brien, the US national secu-
rity adviser, told ABC News the presi-
dent had given “extraordinarily elo-

Interview. Juan Guaidé

country has been in economic freefall
for years but residents in Caracas say
this is the worst crisis they have ever
experienced.

Desperately short of hard currency,
the Maduro regime is trying to unblock
frozen Venezuelan assets across
Europe. Vanessa Neumann, Mr Guaido’s
diplomatic envoy to London, said that
if the court upheld their arguments in
the BoE case “it will set a precedent
for all central banks. It will be a winner
takesall”

The Maduro regime filed a suit last
month against the BoE totry tounblock
the Venezuelan gold in its possession,
saying funds from its sale would be
routed to the UN Development Pro-
gramme to help tackle coronavirus in
Venezuela.

Mr Guaidd argues that since the UK,
along with more than 60 other nations,
has recognised him as Venezuela’s right-
ful interim president following fraudu-
lent elections in 2018, it is his appoint-
ees and not those of Mr Maduro who
have the right to the gold. The BoE has
not commented.

Inablow to the Maduro side, the court

decided it would rule first on who was
the legitimate government of Venezuela
before considering whether to release
the gold. A decision is expected in late
June orJuly.

The case has few legal precedents.
Although Pritain’s then foreign secre-
tary Jeremy Hunt publicly recognised
Mr Guaidd as Venezuela’s leader last
year, London retains full diplomatic
relations with the Maduro administra-
tion.

English courts have seldom had to
decide between two entities that both
claim to be the legitimate government
of a country. Lawyers cite a case involv-
ing Somalia in 1993, and a Libyan law-
suitin2016.

“We trust that we will win. We believe
inthe British justice system,” Mr Guaidé
said.

Mr Maduro has been using gold from
Venezuelan reserves and from illegal
mining in the Amazon to pay its long-
standing ally Iran for emergency petrol
shipments and for help in trying to
restart the country’s oil refineries. Both
countries are labouring under increas-
ingly tight US sanctions.

“Wh g quent remarks” about “bringing the
) atId American people together and how we
like tohear  standwith the family of George Floyd”.

- Mr O'Brien said he did not know if the
ﬁO]’I"l the . president would speak from the Oval
presi dentis  office, butsaid Mr Trump would “con-

~chi tinue to communicate with the Ameri-
leader Shlp' I can people throughout this crisis™.
am Yet Mr Trump’s critics said his inter-
- ventions in recent days had done more
concerned harm than good. On Friday, Mr Trump
hehasa provoked anger when he suggested the

: military could fire on protesters, tweet-
h]StO.I'Y of ing: “When the looting starts, the shoot-
making ing starts.” The post was hidden by Twit-

ter, which said it violated the platform’s
Inatte,rs rules on glorifying violence.
WOorse Muriel Bowser, mayor of Washington

DC, told NBC's Meet the Press yesterday
that Mr Trump “has a responsibility to
help calm the nation, and he can startby
not sending divisive tweets that are
meant to hearken to the segregationist
past of our country™,

Keisha Lance Bottoms, mayor of
Atlanta, said on the same programme:
“What I'd lilke to hear from the president
is leadership . .. I am concerned that
this president has a history of making
matters worse.”

Floyd died on Monday after police in
Minneapolis, Minnesota, received a 911
call about the attempted use of a forged
banknote. He was arrested by four
police officers and held handcuffed, face
down on the street with a knee on his
neck, until he became unresponsive and
was movedon to astretcher.

The officers were sacked by the Min-
neapolis police department this week.
Derek Chauvin, one of the officers, was
taken into custedy on Friday and
charged with third-degree murder and
manslaughter.

See Editorial Comment

GLOBAL INSIGHT

US faces summer of
unrest with president
stoking polarisation

he novelist William Faulkner said: “The past is

not dead. It is not even past.” The last 72 hours

of burning US cities triggered parallels with

1968, a year of urban white flight that ended

with the election of Richard Nixon. He won on
a law-and-order platform that appealed implicitly to white
anxiety: Donald Trump does not deal in implicit language.
Inresponseto protestsin Minneapolis after the police suffo-
cation last week of George Floyd, a 46-year-old black man,
Mr Trump tweeted: “When the looting starts, the shooting
starts”, That was used by George Wallace, the segregationist
third party candidate in 1968. Republicans launched the
“southern strategy” to win over resentful white Democrats
after the civil rights revolution. Mr Trump’s 2016 campaign
was the apotheosis of that approach.

But history offers little clue as to whether a sitting presi-
dent can profit from the same manipulation. The stark
brutality of Floyd's death — and the fact that his eight-
minute suffocation was recorded — has curbed Mr Trump’s
ability to portray the police as victims. He has veered
between threats of deploying the military to quell the pro-
tests and appeals for calm. Mr Trump's record suggests he
will not be able to resist the temptation to incite. It worked
for him once. America’s “Black lives matter” movement
took off in Barack Obama’s second term just as Mr Trump
was weighing up his presidential bid. “White lives matter”
and “Blue lives matter” banners festooned hisrallies.

But can he pull off the same feat from the White House?
That will depend on how America defines the protests.
Wildly different narratives can be built from the harrow-
ing range of video clips

over the past few days. L. -

Some show white police Tmmp B ec01.d
officers brutally attack- SUZgZests he will

ing peaceful black and I
i hers. ohers OTDe able t_o resist
show cops marching in the temptation
solidarity with them. CR

Thenthere are the scenes ~wlnelle

of looting and burning.

Mr Trump claims that most of the Minneapolis protest-
ers are far-left radicals. Anti-Semitic memes claiming that
financier George Soros is funding anarmy of “antifa” (anti-
fascist) militants have spread. Russian bots have helped
disseminate the conspiracy theory. The Trump adminis-
tration has picked up that thread. In a televised statement
Bill Barr, the US attorney-general, said the protests were
“planned, organised and driven by anarchic and far-left
extremist groups using antifa-like tactics”. Without evi-
dence, Mr Trump said 80 per cent of the Minneapolis pro-
testers were from out of state. Yesterday, he tweeted that
he would designate Antifa asa “terrorist” group.

America now faces the spectre of a long summer of
unrest with a president stoking the polarisation. It comes
amid a pandemic that has disproportionately claimed
minority lives in the most densely populated areas of
urban America. Floyd’s dying words, “I can’t breathe”,
serve as a metaphor for a society choking on its increas-
ingly toxic politics. The alternative narrative advanced by
Joe Biden, Mr Trump's opponent, is that America s crying
out to be healed. Mr Biden promises to “restore America’s
soul”, If recent polls are any guide, Mr Biden'’s message is
hitting home. A Washington Post/ABC poll gave him a 53
percentto 43 percent lead over Mr Trump.

But that snapshot was taken mostly before the protests
had spread to other cities. Harking back to America’s bet-
ter angels, as invoked by Abraham Linceln, Mr Biden’s
message has historic appeal. But nations do not possess
souls. They have competing ideas of themselves. Mr Biden
wants to restore the US to where it was before Mr Trump
was elected — a multicultural society with its first non-
white president. Mr Trump makes little disguise of conjur-
ing a pre-civil rights America where white males held
uncontested sway. He will blame Mr Obama, China, radi-
cal leftists and “thugs” for America’s unhappy condition —
anybody, in other words, but himself. It is hard to imagine
amore dystopian backdrop for the world's most powerful
democracy to settle on its future.

ed.luce@ft.com

Eight tonnes of gold have already

Dragon launch

SpaceX blazes trail with first
commercial crewed mission

been airlifted to Tehran as payment for
its help, Mr Guaidé said, and the
Maduro government might also be
using uranium as a currency. Iran has
sent five oil tankers of petrol to Vene-
zuela in recent days, as well as refinery
technicians and equipment.

“The information we have is that
they’re paying in gold, but we presume
that there could be other minerals
involved, including uranium,” Mr
Guaidé said, citing the case of a uranium
seizure by police in northern Venezuela
in March. “It wouldn't be crazy to think
that they might be sending this type of
material to Iran.”

Despite the increasingly dire eco-
nomic situation, Mr Guaidoé has strug-
gled to make headway in his campaign
to force Mr Maduro to accept free and
fair elections. A US proposal in March
for Mr Maduro to step down in favour
of a transitional government of
Maduro and Guaidé representatives
pending fresh elections has not gained
traction.

Additional reporting by Jane Croft in

London

RICHARD WATERS — SAN FRANCISCO

Elon Musk’s SpaceX opened up an era
of commercial activity in space yester-
day as it became the first company to
carry astronauts to the International
Space Station.

After bad weather interrupted the time-
table, Mr Trump travelled to Florida’s
Kennedy Space Center a second time in
four days to witness the SpaceX launch,
marking only the third time a president
had been on hand for a trip into space.
The California company’s Crew Dragon
capsule, carrying two Nasa astronauts,
was sent on its first test trip to space
from the same launch pad as the first
manned moonshot in 1969.

“The same spirit of American deter-
mination that sends our people into
space will conquer this disease on
earth,” Mr Trump said at an event after
the launch. “It should have never hap-
pened,” he added of the Covid-19 crisis.
“Nothing, not even gravity itself, can
hold Americans down or keep America
back.”

The SpaceX mission marlked the first
time a privately owned and operated
rocket had carried humans into orbit.

The breakthrough for private indus-
try also ended an ignominious nine-
year period since the end of the Space
Shuttle programme in which the US was
forced to rely on Russia to carry its
astronautstotheISS.

However, the success over the week-
end also highlighted a new gulfin Amer-
ican plans for space, as years of indeci-
sion about asuccessor to the IS has left
itunclear how the Us will accommaodate
its astronauts in orbit as commercial
flight makes access to space cheaper
and easier.

“In the past the White House has
pushed for defunding [the 1SS] but Con-
gress has pushed baclk,” said Laura Forc-
zyk, a former Nasa official and now at
space consultancy Astralytical.

In an attempt to stamp his own name
on the history of the space programme,
Mr Trump has also pushed Nasa to
bring forward its next moon landing to
2024.
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Centralised control

Kim demands cash from North Korea elite

Dictator may issue bond
as sanctions and Covid-19
batter the economy

EDWARD WHITE — WELLINGTON

Kim Jong Un is demanding a sharp
increase in cash from North Korea’s
moneyed class to counter the dual
threats from coronavirus and sanctions.

As North Korea faced its steepest
economic downturn since 1997, analysts
said the 36-year-old dictator was reas-
serting centralised control over the
economy, potentially undermining the
shift towards marketisation and fledg-
ling signs of capitalism.

Experts said reports of a rare bond
issuance planned by Pyongyang, tar-
geted at raising foreign currency to
cover as much as 60 per cent of the

country’s budget from rich North
Koreans — referred to as the donju —
indicated the severity of the downturn.

Details of the bond issue, the first
since 2003, were reported by Daily NK,
a Seoul-based news service, and
referred to by rating agency Fitch in a
report last week. It has not been
independently confirmed by the Finan-
cial Times.

If true, the bond issue comes as
border and internal travel restrictions
to stop the virus spreading slowed
domestic commerce and severed trade
on the 1.420km border with China.

“Suddenly issuing that amount of
debt, in one year, is a big deal. I think
this is the first real sign that they are
under very significant financial stress as
a result of sanctions and result of the
virus,” said Peter Ward, a Seoul-based
North Korea researcher with the

University of Vienna. He added that
there would be no guarantee of repay-
ment for the buyers of the debt and
noted the North Korean government
had been “basically incompetent” in
making sound investment decisions and
providing social services.

“You are going to smash and grab and
steal lots of cash from people who know
how to spend it on good things for the
economy,” Mr Ward said. “They are
probably going to spend it on all the
things they usually spend it on: white
elephant prestige projects, palaces for

“You are going to steal cash
from people who know
how to spend it on good
things for the economy’

the leader and pay-offs to the elite.”
Fitch predicts a 6 per cent decline in
gross domestic product in North Korea
this year, the worst since a 6.5 per cent
fall 23 years ago. It marks an almost 10
percentage point downward revision
from Fitch's earlier forecast of 3.7 per
cent growth.

Pyongyang has embarked on “differ-
ent ways” of coercing its people to turn
over foreign currency to the govern-
ment, according to Benjamin Silber-
stein from the Foreign Policy Research
Institute, a US think-tank.

“I've also heard from people in
regular contact with individuals inside
the country that demands for ‘loyalty
contributions’ and the like have
increased. In other words, business
people and really anyone who makes
substantial money is having to give a
“voluntary’ contribution to the state to

show their loyalty to the leader. This is,
of course, just extortion by another
name,” he said.

Andray Abrahamian, from Seoul’s
George Mason University Korea, who
has worked closely with North Korean
businesses, said while the state would
“coerce the business community” into
purchasing bonds, “a negotiation”
would still take place over the amount.

“All that depends on how much lever-
age [business people] have either with
local People’s Committees or central
authorities,” Mr Abrahamian said.

He added the bond issue could create
tension within the leadership. “There
will be elements in the government that
want to make sure they aren’t killing
businesses. There will be others that
care much less about that and will be
interested in the short-term accumula-
tion of capital for central state organs.”

Alleged strikes on water plant

and port could be portent of

worse to come, warn officials

MEHUL SRIVASTAVA — TEL AVIV
NAJMEH BOZORGMEHR — TEHRAN
KATRINA MANSON — WASHINGTON

In early April, municipal workers at a
water pumping station in central Israel
noticed a warning from their computer
systems — a few pumps had been
malfunctioning, turning off and on
withoutbeingtold to.

At first, it seemed innocuous — water
pumps are finicky and the malfunctions
did not seem to disrupt the supply — but
within hours, investigators found some-
thing more ominous.

A piece of Iranian-written code had
travelled around the world, passing
through serversin the US and Europe to
hide its origins, and finally to the com-
mercially manufactured software con-
trollers that operated the water pumps,
according to four Israeli officials and a
western intelligence official briefed on
the findings.

Its suspected goal? To trick the
computers into increasing the amount
of chlorine added to the treated water
that flows to Israeli homes, the western
official said.

An Israeli official said the suspected
attack, the latest salvo in the four-
decade hostility between the two coun-
tries, had opened the door to “an unpre-
dictable risk scenario”. The
official added that it had created a
precedent for tit-for-tat cyber attacks
on civilian infrastructure that both
countries have so far avoided, and may
still be keen to avoid.

An Iranian regime insider dismissed
the allegations.

“Iran cannot politically afford totry to
poison Israeli civilians. And even if Iran
did so, where is the Israelis’ appropriate
response?” the regime insider said. “Our
suspicion is that Israelis want more
money from the US and made up
the whole thing. But the Americans are
noidiots.”

Alireza Miryousefi, spokesman for
Iran’s mission to the UN, said Iran’s
cyber activities “are purely defensive
and protective”.

“As a victim of cyber warfare . . . and
other cyber sabotages, we know well
how destructive it can be,” Mr Miry-
ousefi said. “We have been continuously
a target by malevolent forces, and will

Middle East. Modern conflict

Israel and Iran raise stakes in secret cyber war

Infrastructure:
a desalination

continue to defend against any attack.”

role in the suspected attack on the water

‘Cyber

station in
Hadera, Israel.
Software at such
plants could be
vulnerable to
cyber attacks

Abir Suttan/EPA-EFE

Both governments regularly accuse
each other of nefarious activities and
engage in propaganda.

The alleged Iranian cyber attack on
the water plant could have triggered
fail-safes that would have left tens of
thousand of civilians and farms parched
in the middle of an Israel heatwave, as
the pumping station shut down when
the excess chemical was detected. In the
worst-case scenario, hundreds of people
would have been at risk of becoming ill,
said the western official, whose govern-
ment was briefed on the attack.

“It was more sophisticated than they
[1srael] initially thought,” the official
said. “It was close to successful, and it’s
not fully clear why it didn’t succeed.”

Israel is braced for further cyber
attacks. “Cyber winter is coming and
coming even faster than I suspected,”
Yigal Unna, head of Israel’s National
Cyber Directorate told a conference last

week, without mentioning Iran’salleged

station. “We are just seeing the begin-
ning; we will remember this as a chang-
ing pointin the history of modern cyber
warfare.”

Israel officials said the Jewish state
retaliated in April for the alleged
Iranian attack. Under orders from Naf-
tali Bennett, then acting defence minis-
ter, Israel carried out a small, but
sophisticated attack on the Shahid
Rajaee Port, which handles nearly half
of Iran’s foreign trade, according to two
of the Israeli officials, who asked not to
be identified because they are not
authorised to discuss the issue in public.

“Think of it a gentle reminder. “We
know where you live’,” said one official.

Neither Israel nor Iran have officially
acknowledged targeting each other’s
civilian infrastructure, nor have they
publicly described the severity of the
cyber attacks. The Iranian regime
insider said: “Iranian ports are usually
chaotic and disruptions happen”.

winter is
coming and
coming
even faster
thanI
suspected’

The Washington Post first reported
the Israeli attack on the Iranian port,
citing US intelligence officials. An
Iranian government statement said
Tehran was investigating the possibility
ofacyberattack at the port.

The Israel Defense Forces has a small
cyber security unit specifically dedi-
cated to probing enemy defences,
including a still unclaimed attack, using
malware that ended up crippling Iran’s
centrifuge program around 2010, that is
widely attributed to Israel.

It is unclear how successful the attack
was in disrupting the port’s activities.
The western official said he was shown
evidence of lines of trucks waiting to
enter the port as the authorities sought
tofix the damage.

“So Iran may have caused a tempo-
rary water shortage, and Israel may
have caused a temporary traffic jam,”
the official said.

“In the grand scheme of things, it’s
nothing. But it never stopsat that.”

UN prosecutor

Hunt for war
criminals
steps up

after Rwanda
suspect held

MICHAEL PEEL — BRUSSELS
TOM WILSON — LONDON

The arrest of a Rwandan genocide sus-
pect has revived efforts to pursue sus-
pected war criminals and shown that
justice for victims can be sought even
decades after the event, a top UN pros-
ecutor said.

Serge Brammertz has hunted fugitives
on behalf of the UN for more than a dec-
ade. Buteven for him, the arrest in Paris
last month of Félicien Kabuga, wanted
for 23 years for his alleged role in plan-
ning and financing the 1994 Rwandan
genocide, felt like a significant moment.

The manhunt — a collaboration
between European security services
using immigration records, phone
tracking and data analytics — was a rare
fillip for promoters of international jus-
tice. Inrecent years, divisions on the UN
Security Council have hobbled efforts
for accountability in conflicts such as
Syria’s civil war, while the International
Criminal Court has faced hostility from
global powers including the US.

“I think we are again higher on the
agenda of the international political
world,” Mr Brammertz said in an inter-
view, adding that the wide coverage of
Mr Kabuga's arrest had already helped
build “momentum” to pursue other
fugitives. “After this success, I think
countries also believe again more that it
is still do-able after so many years.”

Mr Brammertz, a Belgian national
who was previously chief prosecutor at
the former Yugoslavia war crimes tribu-
nal, was appointed in 2016 to head
investigations at a new body to com-
plete outstanding cases related to both
the war in Yugoslavia and the Rwandan
genocide. While the main Yugoslavia
suspects have been apprehended, the
International Residual Mechanism for
criminal Tribunals is still pursuing six
Rwandan suspects. These include the
last remaining “major fugitive”, Protais
Mpiranya, former commander of the
presidential guard of the Rwandan
Armed Forces.

His tribunal has no direct powers to
seize cell phone data or make arrests, so
it has to rely on national authorities to
implement requests from the UN Secu-
rity Council. That can be difficult where
support for the work of international
courtsis not guaranteed.

In the case of Rwanda, no global
power has publicly opposed finding the
perpetrators of the genocide, but efforts
to track the remaining suspects had
slowed. Mr Brammertz said he revital-
ised the search two years ago by switch-
ing from human intelligence to a data-
driven approach focused on the move-
ments of Mr Kabuga’s family members.

Mr Kabuga, now more than 80 years
old, allegedly had 20 different aliases,
four known passports and had been in
Europe since at least 2007,

The tribunal assembled a network to
conduct the manhunt, including law
enforcement agencies in France, Bel-
gium, the UK, Germany, the Nether-
lands, Switzerland and Luxembourg.
The breakthrough came by tracking the
journeys made by one of his children
between London and Paris

Mr Brammertz said that time was
often helpful in a drawn-out case. “We
all learned that justice delayed isjustice
denied’, but we have to understand that
in the international context this has to
be seen very, very differently,” he said.
“Someone can be very powerful today,
having a lot of protection, but five, 10,15
years later thisis not the case any more.”

International image

China rounds up Wuhan citizen journalists and activists who document Covid-19 fallout

DON WEINLAND AND CHRISTIAN
SHEPHERD — BELJING

In herlast report posted to YouTube on
May 13, citizen journalist Zhang Zhan
stood outside a train station in Wuhan
and described conditions in the city
where the pandemic began.

Wearing a surgical mask and talking
into the camera on her mobile phone,
the 37-year-old former lawyer noted
how “human rights had suffered” as
curbs on movement continued even
afterlockdown had officially ended.

Two days later, Ms Zhang was
detained by police at her parents’ home
in Shanghai, charged with “provoking
quarrels and making trouble”, accord-
ing to a document seen by the Financial
Times. Several people close to her have
confirmed her detention.

Ms Zhangjoined a cohort of activists,
journalists, lawyers and social media
personalities arrested after document-
ing the outbreak of coronavirus in China

or questioning the Communist party’s
handling of the ordeal.

The detentions took place in the days
and weeks before the National People’s
Congress, China’s most important politi-
cal event of the year, which opened on
Friday in Beijing and continues this
week. “The government has been trying
to control the circulation of information
and build a narrative that hides the
wrongdoing of the government,” said
Doriane Lau, a Hong Kong-based
researcher for Amnesty International.

“Curbing freedom of expression and
press . .. only fuels frustration and
blocks people’s access to information
that can be crucial for fighting
Covid-19.” The crackdown has swept up
people from many walks of life in China.

In March, tycoon Ren Zhiqiang van-
ished after penning an essay critical of
the Communist party’s handling of the
outbreak. Citizen journalists Chen
Qiushi and Fang Bin were also taken
away by police around the same time.

Chen Mei, who was archiving articles
on coronavirus, was detained in late
April while Xie Wenfei was taken into
custody after publicly raising questions
about the disappearance of journalists.

Ms Zhang’s reporting contrasted
sharply with the government line on the
outbreak. Many of her news reports,

B

which were often posted on YouTube
and Twitter, focused on the number of
coronavirus cases in Wuhan. she rou-
tinely cast doubt on the official num-
bers, stating that, based on her research,
the figure should be higher.

When the FT spoke to Ms Zhang in
mid-April, she was gathering informa-

Health fears: a man's temperature is taken in Wuhan — chinz ceiyReuers

tion on the conditions in Hubei
province, of which Wuhan is the capital.
She said that many small businesses
were failing and unemployment
appeared to be rising quicker than local
governments had let on.

“It's not uncommon in recent months
for people to get arrested, even for post-
ing things that seem harmless,” said Fu
King-wa, a professor of media studies at
Hong Kong University. “The govern-
ment is pushing very hard on their nar-
rative about the outbreak internally —
butalso internationally;” he added.

Beijing has rejected the claim that
China was responsible for the pandemic
that has killed more than 350,000.

China’s struggle to control the narra-
tive now regularly takes place beyond
the confines of the “Great Firewall”, the
system of censorship that blocks
Chinese internet users from viewing
foreign websites deemed dangerous for
party rule. Chinese citizen journalists
who use tools to evade censorship, such

as virtual private networks to post on
YouTube, Twitter and Facebook, are
increasingly targeted.

At the same time, Chinese officials
and state media have taken to western
media to push Beijing’s line and attack
critics, says Frances Eve, a researcher at
Chinese Human Rights Defenders, an
advocacy group based in Washington.

Even the collection of information is
risky. In April, activists Chen Mei, Cai
‘Wei and Mr Cai’s girlfriend, who ran a
digital archive of Covid-19 articles and
social media posts, were arrested by
Beijing police, according to a family
member who declined to be named.

The three used the open-source
codingsharing website GitHub, which is
not blocked in China, to record content
scrubbed by censors. Police notices said
they had been placed in “residential sur-
veillance at a designated location”, a
form of detention and interrogation
usually reserved for crimes deemed to
endanger national security.
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Congratulations to all the brands shortlisted for the 2020 World Media Awards.
The winners will be announced on September 10, 2020.
For further information please visit
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Cinven fears
being caught
with big stake
in lift business

o Thyssenkrupp deal made as virus hit
o PE firm seeks other equity investors

KAYE WIGGINS — LONDON
Cinven has told investors in its latest pri-
vate equity fund that it may be stuck
with an outsized stake in Thyssen-
krupp’s lifts business for longer than is
allowed under its agreement with them,
according to a document shown to the
Financial Times.

The UK private equity firm has been
trying to cut its exposure to the €17.2bn
acquisition, one of the largest ever Euro-
pean buyouts. The deal was agreed in
February just as the pandemic hit the
global economy.

Cinven and Advent, the private equity
firm it teamed up with to buy the busi-
ness, have been trying to recrnit more
equity investors to avoid being left hold-

‘There's always one deal
done at the very peak

— this is the worst
possible timing’

ing too big a stake which could weigh on
their funds’ performance and leave
them with less money for future deals.
cinven usually holds a maximum of
15 per cent of its fund in any one com-
pany but the Thyssenkrupp deal would
drive it above that. Any investment
above that threshold usually has to be
sold down within a year. Now it is asking
investors to allow a rule change so it can
invest more than 15 per cent of its €10bn.
fund in the company for over a year, to
give it more time to sell some equity.

The groups plan to fund the acquisi-
tion with about €7bn in equity and the
remainder indebt.

Executives at the buyout firms have
also considered selling the lifts busi-
ness’s Access Solutions unit, two people
familiar with the matter said. A sale of
the division, which makes stairlifts and

platform lifts that are installed in wheel-
chair users’ homes, would reduce the
private equity firms’ exposure to the
elevator deal.

However, some would-be buyers have
been told the private equity firms —
which have not yet completed the acqui-
sition — are not planning at present to
sell. “They’re working on every piece of
the puzzle to take down the risk,” one
private equity executive said.

Advent and Cinven declined to com-
ment.

“There’s always one deal done at the
very peak — this is the worst possible
timing,” a person familiar with the deal
said. “Nobody knew what was going to
happen . .. [there’s] a huge equity
cheque, a huge multiple.”

One pension fund manager, who was
offered equity in the deal by Advent and
Cinven after it was struck in February,
said it was too risky. “There was hardly
any appetite,” they said. “It was such an
expensive [deal].”

‘While the buyout groups see the busi-
ness as relatively recession-proof
because of its long-term contracts to
service and maintain lifts, the pension
fund manager said that may not hold
true in a downturn. “If the owner of a
building is bankrupt, what's the value of
the [servicing] agreement?” they said.

The debt used to fund the deal will be
about eight times the business’ earn-
ings, one of the highest levels recorded
on a large European private equity buy-
outinrecent years.

Advent’s investment committee
assessed the possible impact of the virus
before committing to the deal, people
present said at the time. They were reas-
sured that lifts were still being serviced
in Wuhan during its lockdown, a sign of
the business’s resilience, they said.

Additional reporting by Olaf Storbeck
and Joe Miller
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Numbers game Bumper performance from
big tech masks pain for most listed groups

Groups such as Apple and Microsoft are benefiting from Covid-19 trends towards digitalisation — sty ocomanea

‘ Healthcare, tech lead US stock market since its February 19 peak
Rebased performance of fwo best and two worst sectors in the S&P 500
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RICHARD HENDERSON — MELBOURNE

The big rally in US stocks is masking
the pain for the bulk of listed groups
that have failed to match the gains of
the broader market.

The Russell 3000 index, which tracks
the largest US stocks, is down 11 per
cent since the market peaked on Feb-
ruary 19. But most stocks in the
benchmark are faring far worse. A
third remain down at least 30 per cent
and half are 20 per cent lower or
more. Just a third have matched or
outperformed theindex.

The gap is driven by the bumper
performance of the big tech stocks
that have acted as a refuge through
the sell-off that began in late February
and also through the rally that began

about two months ago. Technology is
the largest sector by market capitali-
sation in the Russell 3000 and
S&P 500 indices and has been the best
performer in the latter after health-
care since the market peak.

The demand for mega-cap growth
equity groups has created what Binky
Chadha, chief strategist at Deutsche
Bank, called “a tale of two stock mar-
kets”, distorting the rally as the bulk
of the market fails to enjoy the gains of
the big tech groups leading the charge.

A group of 10 stocks with a market
capitalisation of at least $150bn that
have delivered 20 per cent annualised
growth over the past five years now
represents 27 per cent of the S&P 500,
according to Deutsche calculations.

These stocks include the big tech

groups such as Microsoft, Apple and
Alphabet, and “are beneficiaries of
the pandemic, which is accelerating
secular trends towards digitalisation”,
Mr Chadha said. But these benefits
appeared “fully priced in”, and might
not continue to deliver the excess
returns of recent weeks, he warned.
The gap between the bulk of listed
companies and the broader market is
encouraging companies to raise debt
rather than equity as they arm them-
selves with money to see through the
downturn, investment bankers say.
Companies are loath to raise equity
capital at what they perceive are
depressed levels, turning instead to
the bond market in a move that has
helped push sums raised by US invest-
ment grade companies beyond $1tn.

Citi warns
markets are
‘way ahead
of reality’

LAURA NOONAN — NEW YORK

Citigroup said financial markets were
“way ahead of reality” with tougher
times to come, warning corporate cli-
ents they should raise as much money
as they could before the pandemic’s
true cost is factored in by investors.

“We definitely feel that the markets are
way ahead of reality. We really are tell-
ingevery client to tap the market if they
can because we think the pricing now
couldn’t get any better,” Manolo Falco,
investment banking co-head at Citi-
group, told the Financial Times.

“As the second quarter comes along
and we start seeing the pain, and the col-
lateral effects of that, we think this is
going to be much tougher than it looks.”

His comments came at the end of a
week when stock markets largely rallied
even as millions of businesses around
the world remained shutand economies
lurched towards their worst recessions
inmemory.

“Markets are pricing a V [shaped
recovery], everyone’s coming back to
work, and this is going to be fine,” Mr
Falco said. “I don’t think it’s going to be
that easy quite frankly.”

Investors’ optimism led highly rated
companies to raise a record $1tn of debt
in the first five months of the year,
putting investment banks such as Mr
Falco’s on course for a big jump in debt
capital markets revenues in the second
quarter of the year compared with 2019.

Mr Falco said the demand for funding
could prove to be a “great opportunity”
for Citi.

Last week senior executives at some
of the biggest banks also predicted
another strong quarter for trading. This
was especially true at JPMorgan Chase,
where investment bank boss Daniel
Pinto said trading revenues in the sec-
ond quarter could be up as much as 50
per centcompared with a year earlier.

Mr Falco was more circumspect on
the prospect of a wave of activist invest-
ment in the aftermath of the coronavi-
rus crisis. Low asset prices can tempt
activist investors to buy into companies
on the cheap and then look for ways to
make them more profitable, often by
cutting costs and jobs.

“You gotta be careful though because
an activist can become very quickly a
focus of governments if they really step
in too hard at a time when people, what
they want is to protect employment and
to actually get things going in the econ-
omy,” Mr Falcosaid.

Normalisation of prices after
swine flu set to hit wealth of

Chinese pig merchant

DON WEINLAND AND SHERRY FEI JU
BELJIING

Swine flu made him the richest farmer
in the world; coronavirus added a quick
$6bn to his personal fortune.

Qin Yinglin's pig farming wealth has
grown rapidly in recent months — more
than doubling to $22bn since June last
year — yet few people in China, the
world’s biggest pork market, know his
name. His fortune now trumps that of
the Louis-Dreyfus family of the epony-
mous 169-year-old agriculture empire.

But the outbreak of swine flu that
wiped out half of China's pigs and sent
shares soaring last year in Muyuan
Foods, Mr Qin’s Shenzhen-listed
company, has started to stabilise in
2020. For Mr Qin, the restocking of
China’s pork supply will also mean a
decline in his personal wealth.

“This is a limited story [for Muyuan]
in terms of time,” said Wilhelm Uffel-
mann, the head of consultancy Roland
Berger’s food and agribusiness practice.

African swine flu ravaged China's pig
farming industry in 2019 and sent prices
to record highs. By October last year,
pork prices were about 160 per cent
higher than the same period the year
before, as up to half of the country’s pigs
were culled or killed off by the disease.

Many farms suffered but Muyuan
sales have thrived and profit in the first
three months of 2020 surged 863 per
cent to Rmb4.1bn ($574m). Analysts
said the company had more self-owned

Food & beverage. Qin Yinglin

World'’s richest farmer faces chop to fortune

farms than many of its competitors,
which contract out pig farming to much
smaller companies. By owning a high
percentage of its own farms, Muyuan
has been more able to control its
hygiene and biosecurity, helping it
navigate the swine flu outbreak.

“The epidemic will force the weaker
companies and farmers to completely
withdraw [from the industry] but it will
be an opportunity for profit and devel-
opment for the stronger enterprises,”
the 55-year-old Mr Qin told Chinese
media this year. The businessman
would not comment for this story.

From humble beginnings, Mr Qin and
his wife Qian Ying have become self-
made multibillionaires. The pair gradu-
ated with animal husbandry degrees in
the late-1980s according to official biog-
raphies. They started their first pig farm
from scratch in 1992 with 22 piglets,
most of which were wiped out in an
outbreak of swine disease. His farms in
2019 raised more than 10m pigs.

International Financial Corporation,
the private sector arm of the World

Pork prices soared after swine flu hit Chinese farms last year — cominique PanonReuters

Bank, invested Rmbé5m in 2010 and
also provided the group with a
Rmb200m loan. IFC bought 12m shares
at Rmb5.42. Muyuan’s stock price hit
Rmb133in late April.

During the worst phase of the swine
flu in 2019, shares in Muyuan surged
about 200 per cent. Then, when the
nation was put under lockdown in early
February, the supply of pork and other
foods were constrained — providing
another boon for Muyuan that boosted
the stock 80 per cent between February
3and April 28.

With about 57 per cent of the shares in
Muyuan, Mr Qin and Ms Qian have seen
the value of their personal holdings in
the company rise more than 110 per
cent since June last year, hitting $22bn
atthe end of March. That makes him the
world’s richest farmer, according to
Shanghai-based research company
Hurun Report.

The world’s second-richest farmer is
also a Chinese pig farmer. Liu Yonghao
and his family, who control New Hope
Group, are worth $12.5bn, according to
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Hurun. “Who would have thought that
pig farming could create wealth on such
ascale,” said Rupert Hoogewerf, Hurun
Group chairman and chief researcher.

Itis unclear how long Mr Qin will hold
ontothetitleof world'srichest farmer.

Pork is China’s most popular protein,
and higher prices or a shortage canleave
Chinese consumers upset with the gov-
ernment. The recent surge in prices has
led to more official intervention in the
hopes of stabilisingsupply.

“Culture-wise, pork is an essential
ingredient for every household in
China,” said Helena Huang, China econ-
omist at ICBC Standard Bank. “In the
middle of the lockdown people were
complaining about the high prices. So
Beijing sees it as very important to bring
the price down.”

As the swine flu outbreak stabilises
and the coronavirus lockdown is lifted,
pork prices are falling. The average
price per kilogram has come down
about 24 per cent from a high after
China’s lunar new year in early Febru-
ary, according to investment bank CICC.
The number of fertile sows, a gauge of
supply, has increased about 13 per cent
since alow point in September last year.

The trend is expected to lead to a
“normalisation of pork prices and pig-
raising profit”, said CICC economist Liu
Liu.

Lower prices will be good for Chinese
consumers. But analysts expect that
Muyuan’s share price, along with Mr
Qin’s personal wealth, will fall in the
coming months.

“The company is undergoing an over-
pricing,” said Mr Uffelmann at Roland
Berger. “Which is only due to the cur-
rent shortage of supply of pork in China
and skyrocketing prices.”
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Renault and Nissan map out post-crisis future
Groups set out areas of collaboration and cutbacks as they seek to move on from era of Ghosn and coronavirus
PETER CAMPBELL — LONDON Mr Senard also sought to draw a line

KANA INAGAKI — TOKYO
DAVID KEOHANE — PARIS

‘When Nissan and Renault set out to
make their first mass-market electric
car a decade ago, early ambitions of col-
laboration drained away amid infight-
ing between the groups. The resulting
Nissan Leaf and Renault Zoe shared
only asingle common part.

“No street artist in Paris will ever say
the ‘Mona Lisa’ is better than his own
painting,” Ashwani Gupta, Nissan's
chief operating officer, told the Finan-
cial Times over video link this week. “It
is the same with engineers: no engineer
will say that the other engineer is better
thanme.”

Now as the carmakers announce their
latest attempt to reboot their fractured
alliance and weather the economic
storm, past efforts at close co-operation
are being unwound.

A new “leader-follower” system puts
one group in charge of the production of
particular models and regions, in an
attempt to play to each company’s
strengths.

Jean-Dominique Senard, Renault’s
chairman, agrees that the previous
attempts to divide work between the
businesses led to “a tremendous
amount of mess in terms of going back
and forth in meetings and all the rest
where they decide nothing”.

He added: “It has paralysed the com-

In the broader restructuring, Nissan
and Renault are to scale back models,
close factories and lay off workers. They
are attempting to cut $5bn in fixed costs
and plan to shed at least 27,500 jobs in
the coming years. Both companies are
looking at cutting back production
capacity by about 20 per cent to a com-
bined 8.7m vehicles a year by 2024.

The alliance has also attempted to
slay the ghost of Carlos Ghosn, who led
the group that also includes Mitsubishi,
for two decades with a vision of building
anuntouchable global behemath.

1f it works, the alliance, which was
once the car industry’s largest, will
come through the current crisis intact. If
not, a split seems all but inevitable, forc-
ing them to find new partners — or
acquirers.

“This is the last roll of the dice,” said
one person close to alliance manage-
ment. “They have tried every option. If
this doesn’t work, the three member
companies just won't survive on their
own.”

‘While the businesses were struggling
before the global pandemic took hold,
Covid-19 has stripped away any pre-
tence that the companies can survive
alone in an industry where the largest
players are still bulkingup.

The full merger long envisioned by Mr
Ghosn is off the table. His audacious
sales targets and an obsession with
“being first on the podium, irrespective
of whether customers were willing to
pay” to make the sales profitable have
been ditched, Clotilde Delbos, Renault’s
interim chief executive, told investors.

“Now we have faced reality, we do not
want to be on top of the world. What we
want is to have a sustainable, profitable
company,” she said. “It’s a complete
change of goals.”

Alliance leaders carved out the strat-
egy in less than six months, flying

Financial Timas.
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between Paris and Yokohama once a
month before switching to weekly Zoom
video calls when global travel became
impossible.

“Look, we've been here before and we
could be here again, wondering if it's the
last chance for the alliance. But this is
serious — we know we have to become
profitable,” said a board member at one
of the companies.

But people at both businesses say sig-
nificant hurdles remain, not least gov-
ernments in both France and Japan —
and question whether the new approach
isa clean break from the past or merely
the latest effort to paper over the cracks.

For the two companies struggling to
stem the cash drain caused by the global
halt to car sales, executives say the new
framework isthe “best available option”
for the alliance to slash fixed costs of

‘What we want is to have a
sustainable, profitable
company. It's a complete
change of goals’

| 69 models
L \

Reduce number of models from 49 to 55

55 models

Close plants in Indonesia and Barcelona

plants and other investments in under-
performing markets.

While the leader-follower model
essentially means Nissan’s retreat from
Europe and Renault’s retreat from Asia,
the strategy saves both companies the
painful and costly process of negotiating
a complete exit from the regions with
dealers and government officials.

“The main objective is to avoid dupli-
cation of investment. But there is no
magic solution beyond that,” said one
person close to Nissan's management.
“This does not ensure that the alliance
will develop and grow from here.”

Beyond the cost-cutting exercise, the
strategy requires a fundamental change
in mindset for staff used to how things
were done during the Ghosn era. The
new regime will also part with a pay-ori-
ented culture where employees were
rewarded for hitting financial targets.
“That involves pain and it takes time,”
said a senior official inside the alliance.

Mr Gupta said: “You have to change
their mindset from volume to value.
This change of mindset around the
world, including our dealers, is really
important.”

Media

Pro-Kremlin executive buys newspaper

MAX SEDDON

A little-known Russian media execu-
tive with close commercial ties to the
state has bought leading business
newspaper Vedomosti after a deal to
sell it to different buyers collapsed ina
dispute over censorship.

Staff at Vedomosti say the eleventh-
hour appearance of Ivan Eremin is
unlikely to ease a stand-off with the act-
ing editor, who they say banned writing
on topicsthe Kremlin deems taboo.

The clash, according to Vedomosti
reporters, shows the Kremlin wants to
increase its control over what remains
of the nominally independent media. In
recent years, several outlets have been
sold to Kremlin-friendly owners and
have installed pliant editors.

A consortium led by publisher
Demyan Kudryavtsev took over Vedo-
mosti — co-founded and formerly co-
owned by the FT and the Wall Street
Journal — in 2015 after Russia limited
foreign ownership of media to 20 per
cent.

Mr Eremin’s purchase “looks like the
manifestation of the unnamed figures
whoare really behind the official buyers
of vedomosti and look at the publica-
tion as an instrument of influence”, the
paper wrote in an editorial after the deal
was announced on Friday.

Vedomosti’s reporters have since
March been in revolt against Andrei
shmarov — who was appointed acting
editor as part of the failed deal to sell the
newspaper — after they said he began
censoring articles in favour of the Krem-
lin and state-run oil company Rosneft.

Mr Shmarov in April denied being
influenced by the Kremlin, saying: “T
make all my decisions at my own discre-
tion.” But the dispute in effect sank the
sale to publisher Konstantin Zyatkov
and Arbat Capital chairman Alexei Gol-

Moscow wants to increase its control
over the media, Vedomosti staff say

ubovich, according to people involved
in the talks: each side accused the other
of appointing him, prompting Mr Gol-
ubovich to drop outin April.

Vedomosti then teamed up with three
other Russian outlets to investigate the
consortium that bought the daily in
2015. Vedomosti’s parent group owes
some Rbs2bn ($28m) via a complicated
debt structure to the Russian Regional
Development Bank, a lender owned by
Rosneft, according to the joint report.
Rosneft said the company played no
role inthe sale orin hiring Mr Shmarowv.

Mr Zyatkov said on Friday he would
not buy Vedomosti and had instead
brought Mr Eremin into the deal. “Buy-
ing the publisher outright would be too
risky in current conditions” during the
coronavirus pandemic, he said.

Mr Eremin, whose FederalPress
agency has won hundreds of advertising
tenders with the government and state-
run companies — including Rosneft, —
according to government data, did not
say how much he had paid for vedomo-
sti or whether he had taken onits debt.

The FT has approached Mr Eremin
for further comment.

“[The sale to Mr Ermin] could be a
milestone in destroying what remains of
the free media. They’ll destroy the busi-
ness, including the subscriber base,”
said a person involved in the sale talks.

How Renault is hoping to save €2.15bn
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Repurpose or close plants in France

under the target-based culture of the
Ghosn-era: “I'm fed up with these false
targets and synergies that dance around
in the air in a show where at the end of
the day nobody understands where they
are. And they end up nowhere because
the processis not the right one.”

Representatives for Mr Ghosn
defended his performance and manage-
ment of the alliance, saying he could not
“be responsible for the state of the com-
pany that he hasn’t run for 18 months”,

The strategy overhaul also comes ata
period of leadership change at both Nis-
san and Renault. The French carmaker’s
incoming chief executive, Luca de Meo,
has yet to start after leaving Volkswa-
gen, while Nissan is still experimenting
with a troika management team led by
chief executive Makoto Uchida.

Amid the boardroom shake-up, peo-
ple close to Nissan said both Mr Uchida
and Mr Senard had yet to develop a solid
relationship with the top management
of its third partner, Mitsubishi Motors,
the only member not to announce a new
midterm plan last week.

Within the alliance, there remain
doubts whether the interests of the
three partners are aligned. “It’s all done
with an eye to what's best for Nissan and
none of it has to do with what's best for
the alliance,” said one person close to
the Japanese group.

Hard choices lie ahead, fraught with
political considerations. Talks are con-
tinuing over the transfer of dealer net-
works and other services as the alliance
divides itself by region.

The French state, which is Renault’s
largest shareholder and is close to sign-
ing a €5bn loan guarantee for the car-
maker, is also trying to balance allowing
the group to cut costs and keeping
unions and the public on side. At
Renault’s Maubeuge factory in northern
France, protesters accusing Mr Senard
of treachery marched on Saturday
against the planned job cuts, of which
4,600 are to be in France. “There is no
way back,” said Mr Senard. “There is no
return because we can’t afford it.”
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Technology

Chinese tech fights for Singapore foothold

Companies vie with US
for regional dominance
after relations sour

MERCEDES RUEHL — SINGAPORE

Chinese technology groups such as
ByteDance and Alibaba are boosting
their presence in Singapore as they vie
with US rivals for dominance in south-
east Asja.

Artificial intelligence start-up Sense-
Time, online travel platform Ctrip,
social network site YY and telecoms
provider China Telecom are also among

those that have either increased their
office footprint or plan to raise their
headoount, according to multiple peo-
ple involved in the discussions.

The trend comes against a backdrop
of souring US-China relations and as
companies from the world’s two biggest
economies compete for regional influ-
ence in cutting-edge technologies.

“South-east Asia has been a big focus
in the past 18 to 24 months for Chinese
companies and now Singapore has
become a battleground between Chi-
nese tech and US tech who both see it as
a springboard for the region,” said Ash-
ley Swan, a Singapore-based executive

director at property group Savills.
ByteDance, the owner of popular video
streaming app TikTok, will expand
from a shared office to much larger
premises at One Raffles Quay in Singa-
pore’s central business district this
year. In November, Huawei opened a
cloud and ATinnovationlab in the city.
In perhaps the most eye-catching
deal, Alibaba in May bought half of a
$1.2bn skyscraper in Singapore’s central
business district. It marked the tech
group’s first international property pur-
chase and the building will become its
headquarters outside of mainland
China. But they are still playing

catch-up with the likes of Facebook,
Google, Microsoft and Amazon, which
have been in the region for much longer
and are still growing.

South-east Asia is one of the few
places where US and Chinese companies
openly compete for influence in areas
such as cloud computing. The region of
650m people is rapidly moving online
and provides a potentially huge cus-
tomer base with markets such as Indo-
nesia, Mr Swan added.

Facebook isbuilding a $1bn data cen-
tre, its first in Asia, after moving to a
regional headquarters in Singapore in
2018. Twitter this year said it would set

up its first Asia-Pacific engineering cen-
treinthecity.

US-China tensions may have “played
a part” in Chinese technology compa-
nies raising their headcount but, more
importantly, being in Singapore will
help them expand their products and
services into the region “in a bigway” in
the next few years, said Benjamin
Cheong, a partner at law firm Rajah &
Tann.

They also have a lot of confidence in
Singapore in terms of its political stabil-
ity and strong legal framework despite
the higher costs of rental and salaries, he
said.

FT REPORTERS

Will the ECB expand its bond-
buying programme?

Investors will be paying close attention
to the European Central Bank’s mone-
tary policy meeting on Thursday, focus-
ing on economic growth projections for
the eurozone and any extension of the
bank’s bond-buying programme.

In April, the ECB indicated that the
euro-area economy could contract by
between 5 and 12 per cent this year,
depending on the success of coronavirus
containment measures. Economists at
ING expect the eurozone to shrink by 8
per cent in 2020, and countries such as
Germany, Italy, Spain and France all
anticipate big budget deficits as they
seek to counter the economic effects of
Covid-19.

Investors will also be watching what
decision the ECB takes on its €750bn
asset-purchasing programme, which
many believe will still be needed even if
European leaders finalise a €500bn EU
recovery fund proposed by Germany
and France, and agree to the €250bn in
extra firepower sought by Brussels.

Known as PEPP, the ECB’s bond-
buying programme is designed to hold
down borrowing costs for Europe’s
increasingly indebted governments, but
itis likely to be exhausted by October at
the current rate of purchases.

The market, therefore, is expecting
the size of the programme to be
increased: the questions are when, and
by how much. Analysts at Nomura are
forecasting it will rise on Thursday by at
least €250bn and possibly up to
€500bn.

Further complicating the issue is the
ruling in early May from the German
constitutional court that effectively lim-
its the participation of the Bundesbank
in some ECB asset-purchasing pro-
grammes. The court did not rule on
PEPP, but investors will be looking for
indications that the ECB is mindful of a
potential legal challenge. Philip Stafford

Will easing US job losses boost
markets?

The release of US employment data for
May isexpected to show an easing of job
losses following a spike in April, offering
encouragement for investors that the
world’s largest economy is recovering
from the Covid-19 crisis. Non-farm pay-
rolls data for April revealed that 20.5m
Americans had lost their jobs, pushing

Market Questions. Pandemic projection

Focus turns to bonds, US job losses and iron ore

Bright future:
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leaves a mine
foraportin
Australia.

On Friday, the
steelmaking
ingredient
broke above
$100 for the
first time

since July 2019
lan Waldie/Bloomberg

the unemployment level to 14.7 per cent
—its highest since the second world war.
Job numbers for May, out on Friday, are
expected to record a further fall of 8m,
according to economists surveyed by
Bloomberg. Slowingjob losses could add
fuel to the rally in the US stock market,
which has regained more than a third of
its value from its low two months ago in
the depths of the coronavirus sell-off.

The number of Americans collecting
unemployment benefits fell by 3.9m to
21.1m for the week ending May 16, the
US Department of Labor said last weelk.
The drop was better than economists
had expected and comes despite a
further 2m Americans applying for
benefits, pushing the total over the past
10 weeksbeyond 40m.

Ian Lyngen, head of US rates strategy
at BMO Capital Markets, said “certain
sectorsof thelabour force are starting to
get back to work™. He added: “This does
not preclude a second round of job cuts
in the higher-earning brackets, but it is

encouraging that some of the jobs lost to
Covid-19 are returning.”
Richard Henderson

Canironorestay above $100a
tonne?

Iron ore has had a turbocharged run
over the past month, rising more than 18
per cent and breaking out of the narrow
range between $80 and $90 per tonne
where it has traded for most of the year.

On Friday, the steelmaking ingredi-
ent, regarded by many as the second
most important commeodity after crude
0il, broke above $100 for the first time
since July 2019.

Two factors have been behind the
recent advance: weaker-than-forecast
supply from Brazil, where shipping pat-
terns have not recovered as usual from
the rainy season; and expectations that
China, the world’s biggest iron ore
consumer, would unleash a huge stimu-
lus package to boost growth.

But there are reasons on both sides

why many traders and analysts reckon
it will be difficult for iron ore prices to
stay in three figures.

On the supply side, weekly shipments
from Brazil have picked up in recent
weeks, say analysts and traders, and the
measures announced during China’s
National People’s Congress last week did
not match the lofty expectations.

While Beijing revealed plans to issue
an extra Rmbl.6tn ($224bn) in local
government bonds in 2020 to ramp up
infrastructure investment, this is
unlikely to boost steel production from
already elevated levels. Moreover, its
announcement of stimulus for the real
estate sector — the largest driver of steel
usein China —waslimited.

“Market expectations have become a
little more cautious since those
announcements,” said James Campbell,
analyst at consultancy CRU. “This is a
stimulus package aimed at getting the
economy back on course and not creat-
ing bubbles.” Neil Hume
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Bezos invests
in UK start-up
set to disrupt
global logistics

PETER CAMPBELL

Jeff Bezos has invested in a British
start-up that is planning to use digital
technology to disrupt the global logis-
ticsindustry.

Beacon has raised $15m in a funding
round, bringing the Amazon master-
mind alongside investors who include
Uber founder Travis Kalanick and
former Google chairman Eric Schmidt.

Mr Bezos was the second-largest
investor in the round after US venture
capital firm 8VC, which is understood to
value the UK business at close to $60m.

The group, founded by former Uber
executives Fraser Robinson and Dmitri
Izmailov, combines supply chain
finance with technology to find the most
cost-effective shipping routes for cargo.

The company hopes that offering the
services together will help it to gain a
foothold in two industries worth $13tn
annually.

Manufacturers from carmakers to
furniture groups use “freight forward-
ing” companies such as DHL to handle
complex global logistics, from booking
ships to arranging onward transport
afterwards.

The industry is heavily fragmented
and many companies are behind in
using live data to determine the best or
most cost-effective routes.

Beacon uses real-time data to track

‘The biggest problem
in logistics is almost
always cash flow’

Fraser Robinson, Beacon CEO

cargo, as well as a marketplace service
that allows it to view shipping costs and
prices, overlaid by an algorithm that
projectsthe best routes to take.

The company also offers supply chain
finance, a service it claims is unique
among freight forwarding businesses.

Suppliers often require payment up
front, leaving manufacturers with cash
demands, while goods transported by
sea are often not delivered for more
than a month for longer routes.

“The biggest problem in logistics is
almost always cash flow,” Mr Robinson,
who is Beacon's chief executive, told the
FT.

Mr Robinson previously led Uber’s
operations in Europe, the Middle East
and Africa, while Mr Izmailov, its opera-
tions chief, previously ran Uber’s busi-
ness in Russia. The company’s chief
technology officer, Pierre Martin, is a
former head of engineering in Amazon’s
logistics business.

Beacon will use the latest investment
round to expand its team of 50, in order
to win new customers. It is banking on
the coronavirus pandemic driving
demand, as the fragility of supply lines
across the world was laid bare when fac-
tories across the world were closed
because of the outbreak.

“with digitalisation accelerating
globally as a result of Covid-19, we
believe the future of the traditional
freight forwarder is more precarious
than ever,” said Mr Robinson. He added
that manufacturers were looking for
more ways to cut costs, as well as for
greater visibility over their worldwide
network of suppliers.

Automoblles

Nordic groups to open car battery recycle hub

RICHARD MILNE — OSLO

Northvolt and Norsk Hydro are team-
ing up to recycle batteries from
Norway’s hundreds of thousands of
electric carsas part of Europe’seffort to
build a green battery industry to take
on Teslaand Asian rivals.

The Swedish battery manufacturer —
which last year raised more than €1bn
from the likes of Volkswagen, Goldman
Sachs and Ikea — and the Norwegian
aluminium company will open a
NKr100m ($10m) recycling hub in the
south-eastern Norwegian town of
Fredrikstad next year.

“We believe we can be a frontrunner,”
Arvid Moss, head of Hydro’s energy
business, told the Financial Times.

Emma Nehrenheim, Northvolt chief
environmental officer, said that with
electric car sales set for “hockey-stick
growth” soon, “there’s going to be a
similar trend in the recycling market a
fewyearslater”.

Northvolt is the leading business in a
push to develop European battery mak-
ers to supply the continent’s carmakers
rather than Tesla or Panasonic.
Founded by two former Tesla execu-
tives in 2017, Northvolt has one small
battery factory close to Stockholm and

is aiming to open a larger “gigafactory™
in northern Sweden next year. It is aim-
ing to obtain half of its raw materials
from recycled batteries by 2030 and
chose Norway because of the country’s
high number of electric cars, the result
of generous government subsidies.

Erna Solberg, Norway’s centre-right
prime minister, welcomed the news of
the new recycling hub. “Promoting the
development of sustainable low-emis-
sion solutions, including electrification
of the transport sector, has been one of
the Norwegian government’s priorities

Emma Nehrenheim: recycling was a
challenge owing to materials purity

for many years,” she said. Northvolt and
Hydro, which is a small shareholder in
the Swedish group, are settingup a joint
venture called Hydro Volt.

Hydro will receive aluminium from
the recycling centre and Northvolt so-
called “black mass”, which includes
minerals such as cobalt and lithium.

The Fredrikstad hub will be able to
process about 8,000 tonnes of batteries
ayear, equivalent to at least 16,000 bat-
teries. Mr Moss said it was important
that the plant be “scalable” but that it
was too early to say if the joint venture
mightexpand to other countries.

Northvolt is aiming to build a large
recycling plant by 2022 next to its
“gigafactory” in Skelleftea but needs a
supply of material before it starts
receiving its own batteries.

Half of new car sales in Norway are
electric, with another 30 per cent
hybrids, as the country aims to phase
out the sale of petrol vehicles by 2025.

Ms Nehrenheim said recycling batter-
ies was challenging until now because of
the purity of materials required. But she
added: “A circular raw material flow is
mitigating a lot of risk. It’s both securing
raw materials, and ensuring these mate-
rials aren’t entering nature through the
risk of hazardous pollution.”

Transport

Atlantia in talks over sale of Autostrade stake

SILVIA SCIORILLI BORRELLI

Atlantia, the Italian infrastructure
company controlled by the Benetton
family, is in talks to sell a stake in Auto-
strade per I'Ttalia, the toll road arm that
has come under fire after the collapse
of the Genoa bridge two years ago.

Institutional investors including US
investment funds, Italian state lender
Cassa Depositi e Prestiti, and F2i, an
infrastructure fund owned by CDP,
Intesa, UniCredit and a group of Italian
pension funds, have held initial discus-
sions with the company, said three peo-
pleinvolved in the talks.

The Five Star Movement, Italy’s sen-
ior coalition partner, has made revoking
Autostrade’s toll road concessions a pri-
ority in the walke of the August 2018 dis-
aster in which 43 people were killed.

However, stripping Autostrade of the
concessions 18 years before its contract
expires could lead to legal proceedings
and a lengthy international public ten-
der to find an operator, said legal
experts and junior coalition partners.

Atlantia said talks were at a very early
stage and that it had launched a “data
room” to share information on Auto-
strade. The company will only be able to
start a negotiation phase once the Ital-

ian government has clarified its posi-
tion, as this will determine the asset’s
price.

“Atlantia is interested in a long-term
minority partner for Autostrade,” a
company spokesperson said.

“No one would ever buy a stake of
Autostrade in the current conditions,”
the person added, unless they did so for

“This solution would give
Five Star the Benetton
family scalp while avoiding
risky legal consequences’

reasons that donot make sense from an
investment standpoint.

The transport minister and finance
minister, both from the centre-left
Democratic party, are pushing for a
compromise where Autostrade main-
tains the concessions while also dis-
counting toll fees by 5 per cent and sell-
ing a stake to CDP and F2i, according to
two people involved in the talks.

Edizione, the Benetton family holding
company that owns 30 per cent of
Atlantia, could also sell part of its stake,
further diminishing the family’s role
within Autostrade. “This solution would

give Five Star the Benetton family scalp
while also avoiding very risky legal con-
sequences for the state,” said one of the
people.

Edizione said it was “not against being
diluted if credible partners step in” with
proposals that work in the interest of all
the companies and the stakeholders
involved, including the shareholders.

Autostrade and Atlantia have been
downgraded below investment level,
making access to credit increasingly
complicated. Autostrade said its reve-
nue would be down at least €1bn in
2020 because of an 80 per cent drop in
road traffic due to the coronavirus lock-
down, while its debt has risen to €9bn.

several people with knowledge of the
Benetton family’s thinking said it had no
intention of being forced by the govern-
ment to sell stakes and it would not doso
ifitdid not make financial sense.

Autostrade is also awaiting the gov-
ernment’s green light for a €1.25bn
state-backed credit line. According to
several people briefed on the matter,
while UniCredit and a pool of other
banks have approved the request pend-
ing the state guarantee, public authori-
ties’ clearance is dependent on the gov-
ernment’s decision on the future of the
concessions contract.



Monday 1 June 2020

COMPANIES & MARKETS

The Allen & Overy
managing partner had
experience of sudden
crisis after a failed merger,
writes Kate Beioley

ith just weeks to go

before stepping down

as managing partner

of Allen & Overy, one

of the world’s largest
law firms, Andrew Ballheimer was
plunged into the biggest crisis the legal
sector had seen since the 2008 financial
crash.

The spread of coronavirus triggered
an urgent shutdown of the group’s 42
global offices and a rapid shift to remote
working in the midst of its first IT
upgradein 15 years.

Mr Ballheimer, 58, speaking from his
North London home, where he is work-
ing alongside his wife and two of three
children, says he ideally “wouldn’t have
introduced a new IT system as we went
into a global pandemic. But that’s what's
so destabilising about this crisis — we
couldn’t have predicted it and we can’t
predictits long-term impact.”

A&O’s overhaul was tested with its
5,500 staff just three days before the
firm shifted entirely to remote working.
He admits the process did involve “some
element of stress™,

IT issues have been the least of the
firm’s worries, however. The pandemic
has caused a sharp decline in lucrative
work on corporate deals and acceler-
ated an already growing need for cash
on the group’s balance sheet.

Although it has no long-term debt,
A&O, like most law firms, runs with low
cash reserves, creating a rapidly wors-
ening financial situation if clients pay
late and work dries up.

“Our business needs a certain amount
of cash flow and clients were having
issues and saying they couldn’t pay their
bills on time. We had to make sure we
weren't pushing them too hard but obvi-
ously we had to look after the business,”
he says, adding a cash buffer was impor-
tant as “the priority was the preserva-
tion of jobs of our people”.

1t is a sudden turn in fortunes for a

How to Lead. Andrew Ballheimer, Global Managing Partner, Allen & Overy

Keeping a law firm on track as Covid-19 strikes

firm that generated a record revenue of
£1.6bn last year on the back of top-tier
banking work and corporate dealmak-
ing and whose top echelon of partners
took home £1.7m in profits on average.

Mr Ballheimer had intended to ask his
550 partners to stump up more capital
during the summer for the first time in
11 years after its cash position had
grown too thin.

Facing a slowdown inrevenue, he was
forced to accelerate that plan and hold
back partners’ quarterly payouts as well
as freezing pay reviews for less senior
staff. The measures — echoed across the
sector — were discussed with senior
partner Wim Dejonghe and the finance
team over the weekend on March 14
before being approved and communi-
cated to partners on March 26 on a con-
ference call.

“Partners were asking why we had
gone first [taking action before other
firms]. But we presented an analysis

of the issue, we said we needed a cash
buffer”

Handling the fallout of coronavirus
followed a difficult 18 months of high-
stakes and ultimately unsuccessful
merger negotiations with US law firm
O’Melveny & Myers, which collapsed
last summer.

Conquering the US market has
become a pressing need for the elite
cadre of UK firms known as the “magic
circle”, who work on the City’s most
lucrative deals but have lost ground in
recent years to aggressive US legal
groups moving in on their territory.

Firms such as the Los Angeles-
founded Latham & Watkins — the larg-
est in the world by revenue — have
surfed a decade-long private equity
boom driven by US fund houses and
benefited from links to the US invest-
ment banks financing the world’s larg-
est deals. Such firms have lured part-
ners with generous pay deals, such as

the $10m a year package Kirkland &
Ellis paid for Freshfields private equity
specialist David Higgins in 2017.

A&O saw an opportunity to leapfrog
its magic circle rivals overseas by tying
up with West Coast law firm 0’'Melveny
& Myers to create a group with more
than £2bn in combined revenue. Until
that point, A&O’s efforts to expand in
the US had revolved around hiring big-
hitting partners, including a leveraged
finance team led by White & Case part-
ner Scott Zemser in 2016 and three
finance partners from Paul Hastings the
year after that.

The hires involved breaking the firm’s
sacred “lockstep” remuneration struc-

The coronavirus
pandemic has caused a
sharp fall in lucrative
work on corporate deals

Ballheimer at
his home in

North London
Charfie Bibby/FT

——

ture, in which partner pay is tied to sen-
iority, unlike the more aggressive “eat
what you kill” model prevalent in the
US. But highly paid partners can be
lured away, making a more sustainable
strategy vital. “[The merger] was a
chance to accelerate away from our
competition,” says Mr Ballheimer. “A&0
is the magic circle and the global elite,
but we want to be part of the global elite
who are equally at home in English and
US law,” he says. “The States is half of
the world’s legal industry and we are
much smaller there than we are here so
we had tobuild it out.”

Discussions proved knotty and time-
intensive, not least because the two
groups were pushing for a fully inte-
grated firm at the time the merger
closed. Others have opted instead for a
Swiss verein structure, meaning merg-
ing entities remain separate after the
dealisdone.

“That was ambitious and it also

meant that detailed discussions took a
long time, as each side tried to better
understand what the combined firm
would look like,” says Mr Ballheimer.
His “pragmatic and insightful” wife was
on hand to give counsel, while partners
helped him draft 550 written answers to
questions posed internally. “People
were anxious about the loss of identity
but O’'Melveny had the same [concern].
‘We were each proud of our culture and
anxious aboutlosing our heritage.”

By summer 2019, partners were on
board and the deal was on the brink of
going ahead. But at the last moment,
sterling moved sharply against the dol-
lar, throwing the merger into disarray.

“We ultimately reached agreement on
all [the] issues but then FX and interest
rates moved against the deal,” he says.
“The strengthening of the dollar against
the pound impacted valuation and
interest rate cuts in the US affected
pension costs on their side. That meant
that we couldn’t agree a financial
deal that both sides could support.”

Leadership
More interviews illuminating
the personalities of high-profile
leaders by focusing on the
issues they faced ft.com/
howtolead

Mr Ballheimer was in Spain with his
family when the dream died. “Wim
called me asI'was having a cup of tea on
our terrace and said, “This doesn’t look
good, does it?” and 1 said, ‘No, I thinkit's
over.”

Lawyers often claim that the longer a
merger process takes, the more unlikely
it becomes. Mr Ballheimer concedes
that time “becomes a real challenge in
pulling off a merger of this complexity,
but resolving complex issues of detail of
course takes time. So it’s a bit of a
Catch-22”

“If we could have got to a deal more
quickly, 1 think it would have helped,”
hesays.

Mr Ballheimer would have remained
in post for atleast three more years if the
merger had completed. Instead he will
leave to advise companies coping with
crisis situations. His six-month transi-
tion period at A&O s likely goingtobe as
good a primer as any.

How Al is receiving an emotionally intelligent
reboot to perform more ‘front office’ roles

n Thornhill

Some academic research
has focused on how facial
recognition technology
could help autistic
children interpret feelings

Rana el Kaliouby has spent her career
tackling an important challenge:
computers don't understand humans.
First, as an academic at Cambridge
university and Massachusetts Institute
of Technology and now as co-founder
and chief executive of a Boston-based
Al start-up called Affectiva, Ms el
Kaliouby has been working in the fast-
evolving field of human robot
interaction for more than 20 years.

“Technology today has a lot of
cognitive intelligence, or IQ, but no
emotional intelligence, or EQ,” she
says. “We are facing an empathy crisis.
We need to redesign technology in a
more human-centric way.”

That was not much of an issue when
computers only performed “back
office” functions, such as data
processing. But it has become a bigger
concern as computers are deployed in
more “front office” roles, such as digital
assistants and robot drivers.
Increasingly, computers are interacting
directly with random humans in many
different environments.

This demand has led to the rapid
emergence of “emotional AI”, which
aims to build trust in how computers
work by improving how they interact
with humans. But some researchers
have raised concerns that emotional Al
might have the opposite effect and
further erode trust in technology, if it is
misused to manipulate consumers.

In essence, emotional Al attempts to
classify and respond to human
emotions by reading facial expressions,
scanning eye movements, analysing
voice levels and scouring sentiments
expressed in emails. It is already being
used across many industries, ranging
from gaming to insurance.

Gartner, the IT consultancy, forecasts
that 10 per cent of all personal devices
will include some form of emotion
recognition technology by 2022.

Amazon, which operates the Alexa
digital assistant, has filed patents for
emotion-detecting technology that
would recognise whether a user is
happy, angry, sad, fearful or stressed.
That could, say, help Alexa select what
mood music to play or how to
personalise a shopping offer.

Affectiva has developed an in-vehicle
emotion recognition system, using

cameras and microphones, to sense
whether a driver is drowsy, distracted
or angry and can respond by lowering
thetemperature or tugging the seatbelt.

And Fujitsu, the Japanese IT
conglomerate, is incorporating “line of
sight” sensors in shop floor
mannequins and sending push
notifications to nearby sales staff
suggesting how they can best
personalise their service to customers.

A recent report from Accenture
suggested such technology could help
companies deepen their engagement
with consumers. But it warned the use
of emotion data was risky because it
involved an extreme level of intimacy,
felt intangible to many consumers,
could be ambiguous and might lead to
mistakes that were hard to rectify.

The AI Now Institute at New York
University has also highlighted the
imperfections of much emotional AT
(or affect-recognition technology, as it
calls it), warning that it should not be
used exclusively for decisions involving
a high degree of human judgment, such
as hiring, insurance pricing, school
performance or pain assessment.
“There remains little or no evidence
that these new affect-recognition
products have any scientific validity,”
its report concluded.

In her recently published book Girl
Decoded, Ms el Kaliouby makes a
powerful case that emotional Al can be
an important tool for humanising
technology. Her own academic
research focused on how facial
recognition technology could help
autistic children interpret feelings.

But she insists that the technology
should only ever be used with the full
knowledge and consent of the user.
“That is why it is so essential for the
public to be aware of what this
technology is, how and where data is
being collected, and to have a say in
how it is to be used,” she writes.

The main dangers are perhaps
twofold: either it works badly, leading
to harmful outcomes, or it works too
well, opening the way for abuse. All
those who deploy the technology, and
those who regulate it, will have to
ensure it works just right for the user.

Jjohn.thornhill@ft.com
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Every manager

Until the start of this year, the future of

managers — owes much to a theory

profession. That it should foster

managers with a singular concern for

work was the main focus of the dreamt up by Frederick Taylor, wellbeing, civility, equality, and productivity. But it has renewed
. h . academics, consultants and executives | considered by many to be the first democracy at work. But these concerns appreciation for those who show equal
1S ElVlllg a whose business it is to make profitable management guruy, in the early 20th have earned, at best, secondary roles in concern for people’s wellbeing.
. . " . predictions. The century of century. Putting forward his principles | thehistoryof management. The pursuit Ever since the crisis hit, many of us
mldllfe Crisis — management seemed past. Some of “scientific management”, Taylor cast | of efficiency remained its protagonist. have been moved by managers’
’ lamented the lack of new theories. managers in his own image, as This mechanical view has drained gestures of care big and small, be they
a“d that S gOOd Others observed that the bureaucracies | dispassionate engineers whose duty many organisations of the humanity The pursuit of efforts to avoid lay-offs and keep
of the 20th century, whose existence was to use hard data to improve they need when things get tough — . workers safe, or reassurances that
depended on managers, were giving efficiency and minimise human errors. | and it set management up for eﬂiaenc}’ has performance assessments would take
way to tech platforms that had little Taylor’s vision sparked the same sort | disruption. It was only a matter oftime | drained many into account individuals’
use for them. Algorithms were better at | of opposition that today’s techno- until actual machines could provide . . circumstances. Those concrete gestures
coordinating those platforms’ loosely utopian disrupters encounter from the comforting surveillance that organisations of have been far more convincing and
affiliated and widely distributed management pundits. In his case it managers did. the humanity they inspiring than statements about caring
workers. The robots were slowly came from Elton Mayo, a Harvard No wonder that the pandemic seems . for purpose as much as profits.
coming for managers’ offices. Only Business School professor whose work to have plunged management into a need when tl'lll'lgS Building a movement on those
tech-savvy leaders would survive, provided the inspiration for the midlife crisis, the kind of existential get tOllgh sentiments could let us humanise
Then the virus came, and all that “human relations” movement. strain that many of us experience when management, at last. We could call it
future seemed to arrive at once. The Experimenting with conditions at a a sudden illness reveals our “Human Relations 2.0, although the
pandemic turned out to be a boon for Western Electric plant outside Chicago, | vulnerabilities. The break in our name doesn’t matter. As long as it helps
that new breed of tech leaders and Mayo and his colleagues observed that | routines, and suddenly salient management mature into an enterprise

Gianpiero
Petriglieri

their platforms, turning them from

employees were most productive when

mortality, force us to ask questions that

that counters digitally enhanced

disrupters to protectors of our working | they were given enough rest and we can easily ignore in the daily grind isolation and polarisation and frees
lives overnight. Zoom, Skype, Slack attention, and were encouraged to of work. What is the purpose of what I people up to live and work in

and their likes were there to bolster the | cultivate informal relationships. do? Whose life is it that T am really pluralistic institutions.
productivity of people who can work The distillation of the scholars’ tussle | living? What must I let go? What can I Then this existential crisis might

from home, the very knowledge
workers whose jobs tech was meant to
threaten next.

The new normal does not just look
like the old future of work. 1t looks a lot
like its distant past. The digital
revolution — a world of work without
workplaces and management without

became a mantra that survives to this
day: managers must be ruthless, nicely.
Business school curricula and many
corporate models still have that
imperative at their core.

There have always been those who
argue that management should be a
more human, artistic and political

no longer postpone?

1f they are not wasted amid blame
and denial, those crises can change our
way of life. So while the existential
crisis of management was under way
before the coronavirus arrived, it has
now become impossible to ignore. The
pandemic has exposed the limits of

bring to life a new future of work. One
in which rumours of the demise of
management will turn out to have been
greatly exaggerated.

The writer is an associate professor of
organisational behaviour at Insead
Twitter: @gpetriglieri

Working lives

Will ageism get worse in the
post-pandemic workplace?

The new focus on older
people as ‘vulnerable’

has serious consequences
for employees over 60,
writes Michael Skapinker

n 2017, a group of US researchers

reported what happened when they

sent out more than 40,000 job

applications. The applications, all

fictitious, were for positions in
administration, security and retail, and
came from people aged 29-31, 49-51 or
64-66. The results were predictable.
The older the applicant, the less likely
they were to get a callback, particularly
if they were female.

Age discrimination has long blighted
labour markets around the world, in
spite of legal prohibitions against it. Do
campaigners worry the coronavirus cri-
sis is about to make age discrimination
far worse? “Hugely,” says Ros Altmann,
a former UK pensions minister and
member of the House of Lords. “I'm so
upsettoseeit.”

Covid-19 has reinforced the idea of
older people as frail and vulnerable.
Some previous pandemics have largely
affected the young — the polio out-
breaks of the 19505 mainly hit children
under five; the devastating 1918-19 flu
killed millions of young adults — but
Covid-19 mostlykills older sufferers.

In the US, 80 per cent of those who
have died of Covid-19 have been over 65,
with the most severe rates for those aged
over 85, according to the Centers for Dis-
ease Control and Prevention. The same
pattern has been repeated throughout
the world.

The UK government advised particu-
larly strict social distancing for the over-
70s, “regardless of medical conditions”.
There was speculation that when lock-
down rules were relaxed in May, over-
70s would be kept inside. In the end, the
government made no distinction on age,
continuing only to advise older people
to “take particular care”.

“It’s dressed up as trying to protect
these old dears,” says Lady Altmann,
adding that it makes no sense to blanket
age groups in this way. “A fit and healthy
70-year-old is more likely to survive
Covid than a 40-year-old with underly-
ing health conditions.”

‘While there has been justified anger
about high mortality rates in UK care
facilities, the majority of older people
are not in care homes. Lady Altmann
points out there are 13m UK pensioners
and 400,000 care home residents.
Positive views of ageing
The focus on older people’s vulnerabil-
ity reverses the mood of recent years,
when commentators have pondered
what to do about old people living
longer and in better health.

In their book The 100-Year Life, Lynda
Gratton and Andrew Scott told 60-year-
olds that many of them still had a third
of their lives to live and that they should
devote themselves to working longer
and to community activism. Don Ezra,

Few companies
hold data about
the role of age in
their
recruitment,
bonus awards
and training in
the way that
they now do
about gender
AFP{Getty Images

author of the book Life Two: How to Get to
and Enjoy What Used to be Called Retire-
ment, wrote last year in the Financial
Times: “If ever there was a word that
needed to beretired, it’s retirement.”

For these pre-coronavirus commen-
tators, it was not just that, with anyone
over 60 having a good chance of living
past 90, people needed to find ways to
fill those added years productively. It
was that many risked running out of
money before they died. To indicate the
scale of the challenge, Gratton and Scott
wrote that if today’s young workers put
aside a hefty 11 per cent of their salaries
every year, they would have to work
until they were 85 to have an adequate
retirement income. For many older
workers, itis toolate for that.

There are older people with adequate
retirement incomes, including those
who spent many years in companies
with final salary pension programmes.
Those schemes “were such a good deal
in the 1970s, "80s, "90s even,” says
Yvonne Sonsino, global co-leader of
Next Stage, which explores the work
implications of greater longevity at Mer-
cer, part of the Marsh & McLennan pro-
fessional services group. But most such
schemes have now closed. The genera-
tions behind will have no such security.
“That golden age hasgone,” she says.

Many of those who are today reaching
or are past retirement age do not have
final salary pensions, relying instead on
defined contribution schemes that
depend on investment performance
and which have taken a huge knock dur-
ing the current economic downturn.
Longevity challenges
Anti-ageism campaigners point out that
Covid-19 isnot going to change societies’
overall longevity challenge. While coro-

navirus deaths are highest among the
elderly, and devastating for bereaved

families, Covid-19 is not going to wipe
out or substantially diminish the older
generation. An ageing population will
remain an issue for many countries,
bringing increased concerns about how
to fund pensions and how to prevent
older people from fallinginto poverty.
In recent years, Ms Sonsino says, gov-
ernment policies on dealing with the
issue have been clear: people need to
work for longer. State pension ages have
risen. The difficulty now for older work-
ers is that they will be competing for
jobs, or trying to remain in the ones they
have, at a time of mass unemployment.
In the US, joblessness has hit 14.7 per
cent, the highest level since the second

Tudge workers on their
skills . . . You have to have
objective justification for
forcing someone toretire

world war. In the UK, between March
and April, the numbers claiming unem-
ployment benefit rose by 69 per cent to
more than 2.1m. And that does not
include the 10m who are currently liv-
ing on government wage subsidies that
will eventually have to be wound down.
Last bastion of discrimination
Companies will continue to cut labour
costs and their older workers will be
easy targets. As people struggle to
remain in jobs, is there a danger of inter-
generational conflict? “We really do
worry about that,” Ms Sonsino says.
Thereis also the risk that employers will
become further entrenched in the age
discrimination evident in the US appli-
cations experiment.

Arethe same attitudes prevalent in all
countries? Ms Sonsino says she has, in
her multinational work, found that, in

broad terms, respect for age is greater
“the further east you go”. Joan Costa-
Font of the London School of Economics

also wrote recently that international
surveys showed that “whilst many
Asian countries report more positive
perceptions towards older people, in
many western societies we observe a
certain level of ‘age aversion’, where
individuals praise youth stereotypes
and older people pretend to be younger
to avoid the effects of ageism”.

But Ms Sonsino says she sees little dif-
ference in employment: age discrimina-
tion practices “hold true across the
world”. Few companies hold data about
the role of age in their recruitment,
bonus awards and training in the way
that they now do about gender. “Age is
almost the last bastion of diversity to be
tackled,” she says.

What can concerned employers do?
“Judge workers on their ability, skills
and their experience,” says Lady Alt-
mann. “You have to have objective justi-
fication for forcing someone toretire.” If
you have a 65-year-old employee who is
better at the job than someone aged 50,
why would younot want to keep the 65-
year-old?

Rather than talking to employees
about retirement, she advocates discus-
sions about “pretirement”, which could
involve people working fewer days or
job sharing. This reflects the thinking of
many pre-coronavirus commentators:
organisations should adopt flexible
approaches to all ages in their work-
force. The current widespread working
from home provides clear indications
that old office-based approaches are not
always necessary.

And stop referring to people as
elderly, Lady Altmann says. What word
would she prefer? “Senior, mature, just
a person. What does it matter what
the ageis?”

YOUR QUESTION FOR OUR EXPERT — AND READERS’ ADVICE

How do |
get my first
graduate job
in a tough
economic
climate?

This week’s problem

| am about to complete a
business degree. It induded a
year in industry, where |
worked in market research for
a pharma group. | now face
two challenges. One is that |
would like fo enter the
emerging industry of
customer experience
consulting. Two, | will be
frying to securea jobin a
difficult economic climate.
How should | go about
breaking info this market?
Female, 20s

Jonathan’s answer
Compared with graduafes in
the past 10 years, your
employment path more
resembles John Bunyan's The
Pilgrim’s Progress —a
protracted journey with its
many challenges —thana
smooth, well-worn path. While
most large employers are
honouring job offers they
have made for current
graduates, these will be for
mainstream industries.

While you will not find
yourself in the “Slough of
Despond” — a deep bog of
sin — as Bunyan'’s Pilgrim did,
you will have fo scale your
own version of his “Hill of
Difficutty”, where you will face
challenges, and only reach
your objective in your niche
area once you have learnt fo
overcome these.

It is helpful that you have
set a goal, even if the
pandemic means you may
have to follow an indirect
path towards your objective.
While you consider the
diminishing available
opportunities, start by
assessing what you know
about the industry. What skills
and experiences do they
seek? Can you gain those
skills now in other roufes?

The study of customer
experience (CX), rather than
Just the product or service
offered to them, has
expanded in the past 20
years. While trade has always
been with us, it is relatively
recent that a more analytical
approach fo the broad subject
of CX has emerged.

Although you have direct
consumer experience, this is
the fime to read around the
subject, find all the academic
research, watch online talks,
and become knowledgeable
on all the historic and current
thinking around CX. Build on
your year in industry fo
understand the structure of
the market, the key
employers, and how and fo
whom they sell consulting
services.

Holbrook and Hirschman's
1982 paper was an early study
that focused on the

experiential aspects of
consumption. They proposed
that the hedonic responses of
“fantasies, feelings, and fun”
should be induded in
understanding consumer
behaviour, rather than
assuming consumers are
purely logical thinkers.

The pandemic will
profoundly affect job
prospects for you and most of
this year’s graduates. Not only
has the way of working
changed, but also the types of
Jobs, the roles, and the
industries themselves. Recent
events have highlighted the
fragility of food supply chains,
the dependence on home
delivery networks, the
importance of health and
social care, and it Is unlikely
that these will diminish.

Fundamentally it is
challenging every aspect of
consumerism, maybe bringing
the emotional elements (for
example of sustainability) fo
the fore, so your choice of
career could be in a fast-
moving and fascinating field.

Readers’ advice

Get out of the UK for the next
few years. Use your youth and
energy to gain experience
and skills that will make you a
wvalued asset. Chuck Tatum

Leverage your experience in
pharma to push for a role with
‘the company you did your
year in industry with, or one
of its competitors. George
Horsington

The job you want is not the
job you need. Find something
that is secured and relevant
10 your career aspirations.
One to three years of having a
graduate level job will allow
you to make a move when
you are ready fo find
something you love. Gromit

The next problem

I work for a mulfinational that
Is asking employees to take a
20 per cent pay cut because
of coronavirus. | am worried
that if | refuse, my career at
the company will be over. |
like my job but even before
the virus | was considering
maving on. | worry my failure
to win promotion may be due
to personal failings induding
an inability to play office
politics. How do | assess my
next move?

Jonathan Black Is director
of the Careers Service at
the University of Oxford.
Every forinight he answers
your questions on personal
and career development,
and working life. Do you
have a question for him?
Emall dear.jonathan@ft.com



Monday 1 June 2020

FINANCIAL TIMES

WORK & CAREERS

How virtual worlds can help

Testing applicants outside
an interview setting offers
useful insights and can
keep social distancing in
place. By Janina Conboye

s I step into an Egyptian
tomb holding my burning
torch, I look around, then
walk across to the far wall
where my task is to solve a
puzzle involving various symbols.

This is not the realisation of an ambi-
tion to be in an Indiana jones film. Itisa
virtual reality exercise used to assess
graduates applying for a technology role
at Accenture, the professional services
group.

The advantage of introducing VR to a
candidate assessment programme is
that “seeing people in action is a better
indicator of their potential”, says Adrian
Love, Accenture’s recruitment director
for the UK and Ireland. The virtual
world is all encompassing, so “your
brain cannot fake it”, he adds. “You can’t
game the system.”

Other simulations — using an impres-
sive headset and hand controls — test
the mettle of potential graduate consult-
ants. One offers entry into a virtual
meeting room with slides on the wall
providing details on a specific project. I
select an exercise from the tablet device
on the conference table and am given

e Je

al-life recruitment

recruitment, says it is a really good way
to assess people.

The two-stage process included a
choice of activities, including naming as
many planets as possible, or even critiq-
uing capitalism versus socialism. There
are no rules on how many activities that
the applicants can choose to do. They
can focus on one or many: the purpose is
to see how individuals choose to work.

Ms Oloyede says: “Because you'reina
new environment, you have to . . . stay
grounded, remain calm and focus on
your objectives.” Importantly, she feels
she was able to be herself: “Iwas able to
show different parts of my personality.”
‘With an increased awareness of neuro
differences and that the best candidates
may not necessarily perform well in an
interview, VR can level the playing field.
It offers a “compromise of connection
and privacy”, Mr Dalton says. The con-
nection through an immersive, shared
experience and the privacy allowing
people to put forward an image of their
choosing through a digital avatar and
environment “gives them a sense of con-
trol over the experience,” he adds.

Virtual reality is already being used to
assess candidates for jobs where it
would otherwise be impossible to put
them in the real-life situations they will
face. London’s Metropalitan Police, for
example, use VR during assessment
days, while the technology is also help-
ing the child adoption process. Adopt
South — the regional adoption agency
made up of Hampshire, Isle of Wight,

eight minutes to assess the information maintaining social distancing,” he says. media in the real world through a Accenture is and Portsmouth and Southampton City
presented in the charts and other for- With the office water-cooler abandoned, He cites his own experience of a mobile device or headset — have the  using virtual councils — is using a VR experience
mats. When the time is up, a telephone Digital some companies are adopting 3D virtual recent virtual team meeting. Via digital ~ potential to boost global GDP by 2030  reality exercises, developed by the Cornerstone Partner-
on the conference table rings and I have lives spaces to encourage the chance avatars, the team can be “next to each by up to $1.5tn by allowing develop- including one ship, which allows prospective adopters
togive a project briefing. encounters that are a catalyst for other, having a shared experienceinthe  ments such as new customer experi- setinanancient to experience the traumatic scenarios

Accenture is using the VR assess- creativity. same space without the danger of trans-  ences, speeding up product develop-  Egyptian tomb, children have faced by placing them, as
ments for both consultancy and tech Bring your WeTransfer, the computer file transfer mitting the virus”. In the future, he = mentand improving workplace safety. to assess the child, in a room with abusive par-
roles. The company says it is not looking whole service, has launched Breakroom, a 3D believes that managers and candidates Mr Love says that Accenture decided  graduate job ents or other adults. Rachel Reynolds,
for people who can find the right answer virtual office modelled on its who are in different places could puton  tointroduce VR toits graduate schemes  applicants head of Adopt South, says the VR, used
in the quickest time, but rather it exam- avafar fo Amsterdam HQ. Employees create headsets and join each otherinavirtual  assessment process because “we’re a in the first two stages of the adoption
ines how they deal with the situations work avatars to enter the space, which is used environment. tech company, so we wanted to show- process, has been transformative.

presented tothem.

While VR is yet to go mainstream, the
pandemic is accelerating interest in the
technology in a number of areas, includ-
ing recruitment, says Jeremy Dalton,
head of VR and augmented reality at
PwC. “This is to be expected as people
seek ways to connect more deeply while

for social inferactions.

“We felt a 3D office that reflected
our physical space would give
employees a sense of familiarity and
comfort, along with a fun experience to
brighten up the monotony of
quarantine,” says Gordon Willoughby,
WeTransfer's CEQ.

Mr Love adds that while virtual
recruitment can remove location issues,
Accenture intends to continue touse the
same technology when face-to-face
engagement canreturn.

According to a 2019 report by Pwc,
VR and augmented reality — which
presents digital information, objects or

case [that]”. It also helps improve the
recruitment experience for both the
company and applicants. Even if they
don’t get the job, candidates can still
learn something.

Okikiade Oloyede, a consultant at
Accenture who was put through her
paces in two VR exercises during her

While headset prices have fallen in
recent years, PwC’s report points out
that the cost of high-end VR and AR is
still a deterrent for some businesses.

But Mr Dalton says such obstacles are
being eroded and believes it offers a
great way for candidates to see and geta
feel for work environments.
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The singer's career-topping
new album ‘Chromatica’
evokes emotional experiences
and a need for healing.

By Ludovic Hunter-Tilney

ady Gaga’s breakthrough hit

“Just Dance” portrayed an

over-refreshed Gaga getting

messy in a nightclub, losing

her phone, drink and man,
and wondering “How’d I turn my shirt
inside out?” But its actual message was
meant to inspire. The song “speaks to
the joyin our soul and in our hearts”, the
singer commented after its release in
2008. Presumably she spoke with a
poker face, to cite the title of another of
her big hits.

The language of inclusivity and self-
empowerment has always been part of
the Gaga package. At the start of the
New Yorker’s career, dresses made of
raw steak and innuendo about “disco
sticks” drew on outré Manhattan club
culture. But her songs also came with
talk of “self-discovery and being crea-
tive”, sentiments drawn from Main
Street traditions of positive-thinking. “I
want to invite you all to the party,” she
said when her debut album The Fame
came out in 2008. The emphasis was on
“all” — as in everyone, not just club kids
and the demi-monde.

Her new album Chromatica revisits
the dancefloor milieu of The Fame and
its successors, 2011’s peerless Born This
Way and 2013’s misfiring Artpop. After
the latter’s failure, the Gaga ship wasleft
listing. But, like the consummate star
she is, the course has been righted with
several abrupt switches in direction.

First came the classy Gaga of Cheek to
Cheek, 2014’s duet album with veteran
crooner Tony Bennett. Then we met
the country music-loving Gaga of
2016’s dull but well-received Joanne.
Now comes the resurgent Gaga who
starred in the blockbuster 2018 film
A Star Is Born, whose soundtrack was
also a huge hit.

ARTS

Lady Gaga in action
earlier this year; below,
cover of her new album
‘Chromatica’, released
yesterday

Chromatica, she says, is about “my
journey to healing”. As one of the things
to have been healed is her career, cur-
rently in its rudest health for a decade,
the timing is right for a return to the
dance-pop mode of her formative years.
The results are solid and pleasing — but
not quite the triumph for which one
mighthave hoped.

The main producer is Michael “Blood-
Pop” Tucker, who worked on Joanne.
He'’s joined by numerous other
big-ticket dance-pop producers (Max
Martin, Axwell, Skrillex). The music is
sinewy and focused, like the muscular
synthesiser riff rippling through
“stupid Love”. Gaga performs with
characteristic vim, whether belting
with Ariana Grande in “Rain on Me”
or cruising at lower velocity through
sleek synth-pop: she has never been one
to phone a performance in. But the
relish for absurdity with which she
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once invested her material is muted.

Her earlier songs balanced positive
messages of inclusion with antic stage-
craft and song-writing. Out of such con-
trasting forces are the best pop stars
made. Over time, however, her out-
rageous persona has become fleshed out
by autobiography, a logical process in
her growth as a performer. The “heal-
ing” on her new album refers to various
severe challenges that she has revealed
herself as having faced, including men-
tal illness, sexual assault and a painfully
debilitating physical condition, fibro-
myalgia. Next to such details, it has
sense of the ridiculous.

The cabaret-like Gaga of old isn’t
entirely absent. “Plastic Doll” finds her
taking the role of a Barbie-style figurine,
complete with poker-faced refrain of
“I'm no toy for a real boy™. “Babylon” isa
Madonna-inspired vogue through
ancient civilisation. But other songs are
neutralised by positive-thinking clichés
(“Free Woman”, “1000 Doves”). They
make the album’s most emotive
moment stand out all the more — “Sine
from Above”, a hands-in-the-air dance
music duet with Elton John about
companionship, which manages tobe at
once implausible and touching.

That, one suspects, is the register
Lady Gaga wants to achieve these days.

‘Chromatica’is out now on Interscope
Records

TELEVISION

The Plastic Nile
Sky Documentaries, 9pm tonight
ok ok

Suzi Feay

The one issue that has never
apparently been addressed in the
furore about personal protective
equipment for healthcare workers
was where all those extra gloves,
aprons, masks and visors were
going to end up. The Plastic Nile
reminds us that we’d be foolish to
take our eyes off the monstrous
plastic ball. Journalist Alex Craw-
ford embarks on a 4,000-mile
journey along the Nile, from its
twin sources to the mouth that
vomits thousands of tonnes of
plastic waste annually into the
Mediterranean. But never mind
the knock-on effect for Europe;
Crawford is concerned to stress
the impact on Africa, and espe-
cially the subsistence farmers and
fishermen who depend on the
river forlife,

She begins at Kisumu on Lake
Victoria in Kenya, source of the
White Nile. Rather than a case of
western busybodies and know-
betters lecturing the less
informed, at every stop Crawford
gives the lead to local heroes, from
vets to politicians. She goes on a
fishing trip with environmentalist
Tom Mboya, only it’s grotty
decaying nappies and bottles
that they bring up from the
tea-brown waters. Given that
Victoria is Africa’s largest lake, it's
disheartening to see the extent of
the pollution. Dwindling catches
are a looming catastrophe, given
that fish is the main source of food
and income.

Here’s the antidote to all those
ravishing nature documentaries:

Looming catastrophe: plastic pollution

hippos dodging plastic bags as they
wallow in the turbid waters; vistas
of sewers, storm drains and
choked tributaries. The spectacu-
lar Blue Nile Falls form the only
visual respite. As Crawford dis-
covers, travelling on to Kampalain
Uganda and Juba in South Sudan,
the specifically African issue isa
rapidly rising urban population
combined with a lack of infra-
structure to deal with waste. A ref-
ugee camp is built with the stuff,
with sheeting creating shelter and
plastic containers essential for
water distribution.

There are loud environmental
voices in these regions, with some
countries banning plastic bags. But
the move has proved deeply
unpopular in local markets where
traders resent having to pay more
for the environmentally friendly
alternatives. Criminal gangs have
moved in to make good the supply.
Juba’s deputy mayor, Nhial Majak,
is determined to enforce the regu-
lation with regular raids on stalls,
with the result thathe hasto travel
everywhere with armed guards:
“I'm prepared to be unpopular for
the future of this country.” 2020s
pressing issue looks to be the
asymmetry between government
dictat and mass compliance.

In Cairo, where the military rul-
ers have taken to imprisoning any-
one who criticises the state of the
Nile, Crawford meets some of the
Zabbaleen, the 70,000-strong
army of professional garbage
sifters. The worst jobs — trawling
through rotting vegetables picking
out broken glass —are reserved for
women (I'm sure it’s just because
of their dainty little hands). But
even the Zabbaleen are now over-
whelmed by the truckloads of
plastic refuse. The urgent conclu-
sion comes right back at us: we all
need to be, as Malak urges,
“responsible global citizens”.

ot =

along the river Nile —xyux

Natures ambient soundscape

PODCASTS

Fiona
Sturges

It’s only natural to dwell on what we are
missing during lockdown: beingable to
enjoy restaurants, concerts or overseas
holidays still seems a long way off. But it
has also provided an opportunity to
appreciate what is happening on our
doorstep, whether in our streets and
town parks or local countryside.

In The Stubborn Light of Things, the
nature writer and novelist Melissa
Harrison immerses herself in nature in
and around her home in rural Suffolk.
Best heard on headphones to bask fully
inits ambient soundscapes, this
elegantly produced series invites us into
acalm and comforting world as
Harrison guides us on solitary ambles
across fields and meadows, around
churchyards and through woodland,
pausing to listen to birdsong or look at
wildflowers, insects or a retreating
rabbit. Recorded duringlockdown,
the podcast launched in April and is
set to continue through summer and
into autumn as it documentsthe
changing seasons.

Each episode brings a new excursion:
in “Mystery” we find Harrison
crouching in a hedge inthe middle of the
night listening out for nightingales; in
“Care” she goes in search of barn owls;
and in “Time” she walks to nearby
woods and toa ruined cottage
smothered inivy and nettles. Asshe
picksher way through the undergrowth,
ablackbird overhead sounds the alarm
that aninterloper has arrived. “They
have a different alarm call for danger
from theground and danger from the
air,” notes Harrison. “I'm very much
danger from the ground.”

In “Change” she isup before sunrise,
listening to the dawn chorus and
chronicling what she sees as night turns
to day. In the same episode, she

ruminates on the concept of change and
how we are coping in the midst ofa
pandemic: “What we'reliving through is
huge and we didn’t chooseit,” she
reflects. “Whether we want the old
world back or we want something new,
none of us wants things as they are right
now . . . With something as big as this,
it’s not about accepting change, it’s just
survivingit.”

Along with recordings of Harrison’s
walks, each episode features short
extracts from the journals of the 18th-
century clergyman and naturalist
Gilbert White, which contain his
observations onlocal animal and plant
life in the village of Selborne in
Hampshire, along withupdates on the
movements of his tortoise, Timothy.
There are also guest contributions from
nature writers including Will Burns,
Kathleen Jamie, Kate Bradbury and
Jini Reddy.

Butthe maindraw of The Stubborn
Light of Things — the title of which comes
from alinein a poem by Alison
Brackenbury — are the field recordings
which allowus to hear the outside world
anew. The pace is deliberately slow and
Harrison isn’t afraid of silence, often
staying quiet to ensure we hear nature’s
ambient sound in all its glory. Richly

Unafraid of
silence: nature
writer and
novelist Melissa
Harrison

atmosphericand intensely therapeutic,
the series finds wonder in the everyday
events of nature and in the process
offersmuch-needed respite in

stressful times.

HumaNature is a podcast from NPR
and Wyoming Public Media that looks at
the intersection of humans and nature,
and tellsremarkable stories such as
that of the barefoot runner whose
running partner is adonkey, a
migration of people and water buffalo
innorthern India, and the first
African-American team to scale
Mount Kilimanjaro.

The latest episode tells the story of
Taylor Thibodeau, whose life was one
long adventure until he was assailed by
fatigue and short-term memory loss.
Doctors were baffled and unable to
provide a diagnosis, while he was
frustrated to have had hislife slowed
down. “Iwasn’t able to be the version of
myself thatI thought1was,” he says.
But, rather than retreat, he decided to
repeat an epic bike ride that he had
taken across the US aged 19, only this
time accompanied by his partner,
Kelsey. Here he cheerfully recounts
their journey, which takes in severed
spokes, an epic storm and an alarming
encounter with a black bear.
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FT BIG READ. CORONAVIRUS

Justas the pandemic is forcing a reappraisal of work, socialising and travel, so too for death. The inability
to say goodbye to loved ones could lead to mental health problems butalso to political activism.

By Emma Jacobs

n almost 29 years of marriage toa

rabbi, attending many of her Jewish

community’s significant life events,

Susannah Kraft had never attended

a virtual funeral. Then in March,
she went to her husband’s.

The service for Rabbi Neil Kraft, the
69-year-old father of their two sons and
wrestling superfan who she describes as
wise, mischievous and kind, was
extremely personal. Nonetheless, she
says, it felt “one removed — we weren’t
there”.

Mourners may have been distanced
physically by the coronavirus pandemic
that claimed her husband’slife but hun-
dreds showed up virtually: more than
1,300 smartphones, tablets and laptops
logged on to the live-streamed funeral.

There were some upsides to the for-
mat: it enabled overseas and elderly
friends and relatives, including Ms
Kraft’s 93-year-old mother, to partici-
pate from home. There were also poign-
ant absurdities, like Ms Kraft’s son who
was self-isolating outside the family
home, forced to watch by going on a
Skype call with his cousin in Spain after
losing his connection.

But overall, the disruption to the tra-
ditional funeral, burial and mourning
rites has been disorientating. “It’s very
difficult,” says Ms Kraft, who was
allowed to visit her husband’s grave this
weekend. “The grieving and mourning
when you haven't actually been to the
grave, it enhances the air of surrealness.
Everything’s magnified; when are we
going to go to the cemetery, who knows?
‘When are we going to see family, who
knows? Time s stretchy.”

Justas the global pandemicis forcinga
reappraisal of the way we work, social-
ise and travel, sotoo for death.

From Bergamo to Brooklyn, Lille to
London, the events of recent months
have been so fast-moving that it can
sometimes be difficult to take in the
immensity of the personal trauma so
many people have gone through —
losses that could leave scars that last for
years,

With the jobs that have disappeared,
the careers upended and the businesses
closed, the economic impact of the crisis
will take a toll on the wellbeing of mil-
lions of people. Domestic violence char-
ities have warned about a sharp increase
in cases duringlockdown.

But one of the hardest wounds to heal
will be the sheer volume of deaths and
the way that the natural order of saying
goodbye to loved ones has been
upended by the special conditions

Tm hopeful we will see a
return of that political

engagement, demanding
that something be done.

Grief'can be a motivator’

imposed by an infectious disease
pandemic. The death toll in the US has
now passed 102,000, while in the UK itis
more than 38,000.

For individuals, this will leave a pri-
vate anguish that some — although not
all — might find hard to come to terms
with: for societies, it means a potential
mental health crisis that could start to
emerge as the lockdown is eased.

Grief is chaotic and uncertain, says
Julia Samuel, a bereavement psycho-
therapist in London who warns about
the mental health impact from mourn-
ing under the isolation of lockdown.
“What helps is that ritual. Touch, hug-
ging, people cominground.”

Rosena Allin-Khan, the British
shadow mental health minister who is
also working in a south London hospital
during the crisis, has witnessed the diffi-
culties at first hand. “Frontline medics
are having to tell countless people that
their loved ones have died over the
phone or behind full PPE [personal pro-
tective equipment], with only eyes visi-
ble,” Dr Allin-Khan says. “This virus has
stripped the humanity out of grieving.”

Mental health services were already
stretched before the pandemic. “Anxi-
ety and depression are on the rise across
the country — yet it could be months or
even years before the full extent of the
impact of the inability to properly grieve
for aloved one isunderstood.”

The impact could stretch well beyond
mental health concerns. Some observ-
ers predict that grief in the age of coro-
navirus may lead to cultural changes
around commemoration and the way
funerals are conducted.

It could also prompt political activ-
ism. In the UK, public anger over
Dominic Cummings, the special adviser
to the prime minister who has been
accused of breaking the lockdown rules,
has been particularly acute among peo-
ple who were unable to say goodbye to
loved ones or go to their funerals.

John Troyer, director of the Centre for
Death and Society at the University of
Bath, draws the parallel with the politi-
cal impact of the Aids epidemic in the

Top: a body is
moved into a
chapel of rest at
a funeral home
in Manchester,
northern
England, last
week. Right:
Rabbi Neil Kraft
and Susanna
Kraft. Ms Kraft
says her late
husband’s
virtual funeral
service felt ‘one
removed — we
weren't there’,
Below: people
wearing face
masks pray fora
loved one ata
funeral last
month in
Istanbul

06 Scarff/AFP/Getty Images

1980s and 1990s. “I'm hopeful, as with
the case for Aids, that grief will inspire a
push that demands public health is no
longer ignored in the way that it is,” he
says. “If there’s anything that came out
of the Aids epidemic [in the US] it was
the rage. I'm hopeful we will see a return
of that political engagement, demand-
ing that something be done. Thatkind of
grief can be a motivator. It can be a very
powerful force.”

Transmission fears

It is not just the rituals of funerals that
have been upended by coronavirus but
also the precious last moments of con-
tact with a dying relative.

Dean Burnett’s father died of corona-
virus in hospital in Swansea, with only
intensive care nurses and doctors
around him.

“I was able to say a tear-choked final
goodbye to him, over the phone, while a
consultant doctor held my father’s
phone up to his ear,” he says. “Dad
wasn't conscious, he never would be
again. I was in my kitchen, in pyjamas,
asit was early morning and the situation
was unexpected, to say the least.”

His final conversation was an earlier
video chat with family. “He was on a less
severe ward, receiving oxygen, but in
good spirits. It seemed all OK then, that
the worst was over, but he declined a day
ortwo later, and that wasit.”

Alison Pittard, dean of the Faculty of
Intensive Care Medicine, says the
decision of whether to allow relatives to
visit was a local one, but in the early

stages “most hospitals didn’t allow it,
even atend oflife, due to concerns about
infection risk”. Hospitals in the UK now
allow visitors — an immediate family
member or carer — to see patients at the
end of their life.

For funerals, UK government rules
still only allow close family to attend
and to abide by social distancing rules,
meaning those in separate households
cannot physically comfort the bereaved.

Lucy Coulbert, owner of the Oxford-
based Independent Funeral Company,
made the difficult decision in March to
ban relatives and friends from attending
funerals and cemeteries because she did
not want to be responsible for infecting
an attendant. “Each cemetery and local
authority [was] making up their own
rules and were changing, in some cases,
on an hourly basis. It was making people
somuch more anxious.”

1t has been frustrating to comfort the
bereaved at a distance. “Frankly, it’s
fucking weird. As it’s over the phone it
feels quite robotic. It's really tough. How
can it not be?” Ms Coulbert began
conducting services again in mid-May.

Mr Burnett agrees. “People need their
rituals and ceremonies in order to
obtain a sense of closure . . . The stark
difference between how it should hap-
pen and how it currently happens is
another potential cause of distress,
whichisalready abundant.”

The rules around social distancing
have amplified grief, says Andy Lang-
ford, the clinical director of Cruse, a
bereavement charity. “There will be
some long-term impact on how people
grieve asaresult.”

The inability to say goodbye toa loved
one can be very troubling, says Colleen
Bloom of the Center for Complicated
Grief, Columbia University School of
Social Work, in New York. She believes
that Covid-19 deaths can derail grief,
inhibiting a mourner’s adaptation to
loss. “They may be feeling guilty about
something they did or didn’t do, or ques-
tioning why they lived and their loved
one died,” she says.

It may not be until the lockdown is

fully lifted that the bereaved will fully
register their grief. Rabbi Emily Yael
Reitsma-Jurman, from Edgware and
Hendon Reform Synagogue in north
London, who conducted Rabbi Kraft’s
funeral, believes that there might be a
delay in “appreciating loss” because
lives have been so upended. “When peo-
ple go to the grounds to see where their
loved ones are buried, I'm concerned
about that. I'm thinking about how to
support them.”

Yet George Bonanno, a professor of
clinical psychology at Columbia Univer-
sity’s Teachers College in New York, who
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has studied grief and epidemics, is opti-
mistic. “Most people deal with grief
pretty well. We get through it. We are
pretty resilient, not as fragile as the
mental health professionals like us to
believe.”

Digital memorial

In all parts of life — work, socialising and
now death — technology is filling a void
created by social distancing. Relatives
have spoken to patients over smart-
phones; friends and family Zoom
instead of visiting the bereaved.

Jo Bell, senior lecturer at the Univer-
sity of Hull’s School of Health and Social
Work, who has researched the use of
technology in grief, says that the “pan-
demic has accelerated the need” to
understand the “range of harmful and
helpful ways in which digital technolo-
gies can be harnessed to help support
and alleviate distress”.

The role of technology is not entirely
new. The Victorians pioneered the use
of photography for capturing images of
the dead, says Mr Troyer. “Today’s
social media and video technology for
funerals and to remember the dead
makes sense. We humans seem to
always use the available communica-
tion technology when it comes to
death.”

Funeral directors in the past videoed
funerals so that distant relatives could
watch. PowerPoint is used at some serv-
ices to show photographs of the
deceased’s life. “What pandemics often
doisaccelerate change and require new-
ish technologies to be adopted faster
than we might imagine,” says Mr Troyer.

Elaine Kasket, a member of the Brit-
ish Psychological Society’s Covid-19
bereavement task force and author of
All the Ghosts in the Machine, says the
pandemic has given technology a make-
over. “Psychologists like me were trying
to help people put down their tech for
the sake of their mental health. And
now experts like me are exhorting peo-
ple to pick their tech devices up for their
mental health.”

When Sebastian Yuen's father was
near the end of his life in a south London
hospital, he arranged a group video call
on WhatsApp. “I was surprised by the
intensity of our connection,” he says.

“We said we loved each other and
shared a feeling of inspiration, comfort
and peace. This was a life-changing
moment for me in many ways. It
strengthened our family relationships,

Tt could be months or
even years before the full
extent of the impact of
the inability to properly
grieve is understood’

led to reflection which changed my
appreciation of my father and myself.”

Headds: “While this could have taken
place face to face, we had never before
had a conversation like that. I will never
forgetit.”

Public gestures

The coronavirus crisis is prompting a
much broader re-examination of how
we think about and celebrate death.
Tagore Charles, a paediatric consultant
now working with Covid-19 patients,
says health workers and the public are
“thinking about mortality in a way we
haven’t since the second world war.
There will be a recalibration. These
might be subtle.”

The way that people commemorate
their dead after the lockdown lifts could
change traditions. One way for the
bereaved to cope with restricted funer-
als has been to plan post-lockdown
memorials. Matt Fowler, whose father,
Ian, died from coronavirus, held a small
funeral in the Midlands town of Nunea-
ton but “about 300 people lined the
streets — maintaining social distance —
to watch the funeral procession go
by . .. The planis to hold a proper cele-
bration of his life for everyone once we
aresafelyableto.”

David Collingwood, director of funer-
als at Co-op Funeralcare, believes
mourners will realise that “there are dif-
ferent ways to hold a funeral service. It
might give people the permission to
organise the size and style of a funeral
they want.”

Death has been brought to the fore-
front of public debate. Bereavement
charities hope that this will encourage
families to talk about their wishes for
death and funerals. Lawyers have
reported an increase in will services. It
has also highlighted the need for
employerstocreate good, paid, bereave-
ment policies.

In the UK, there are already signs of
grieving families organising themselves
to push for political change — a process
that has been magnified by the furore
over Mr Cummings.

Mr Fowler helped form the Covid-19
Bereaved Families for Justice UK Face-
book group. As well as being a resource
of funeral services and counsellors, he
says it is campaigning “for an immedi-
ate public inquiry and pressure the gov-
ernment to take responsibility for the
liveslost by their inaction™.

He adds: “We believe that the choice
to relax lockdown has come too early

. .. with the recent scandal surround-
ing Dominic Cummings it is likely that
people will be less attentive of social
distancingrules.”

Mr Troyer says some of these changes
take a while to percolate but can have a
lasting impact onsociety.

“Aids radically transformed funerals,
turning the funeral into more of a cele-
bration of life that broke with tradi-
tional funeral customs and introduced
concepts like playing popular music at
funerals,” he says. “These are all things
we still do today, but hardly anyone
talks about the Aids connection.”
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Urban unrest raises the
stakes of US politics

Trump risks worsening the troubles with his provocative tweets

What has happened in US cities in
recent days is no less distressing for its
familiarity. The country has known
protests to turn violent before, as it has
known police aggression and racial
strife. If there is a difference now, it is
the immediacy with which camera
phones and social media bring home
the severity of the unrest — and, at
times, enable them to spread.

There are evening curfews from Los
Angeles to Philadelphia, and in Minne-
apolis, where the death in police cus-
tody of a black man, George Floyd,
prompted the first marchers last week.
The criminal proceedings against an
officer who was filmed kneeling on his
neck have not staunched the anger
(most of which, it must be said, is
peacefully expressed). Some states
have fielded the National Guard to
restore and maintain order.

The clashes beleaguer a country
where more than 100,000 people have
died of Covid-19, and the pandemic has
pushed unemployment to 15 per cent.
Both the health and economic crises
have brought out underlying inequali-
ties. In early May, a video was released
showing the killing of another black
victim, Ahmaud Arbery of Georgia. A
racial incident in New York’s Central
Park was non-violent, but led to enor-
mous anger and the firing of a woman
from her investment company. These
are disparate events, but they add upa
certainmood. Perhaps notsince 1968, a
year of urban riots and a losing war in
Vietnam, has a presidential election
taken place against amore fraught con-
text.

It matters, then, how the current
holder of that office comports himself.
Donald Trump is not responsible for
the street skirmishes or the events that
led to it. American politics was com-
bustible long before he entered it. The
issues at hand — race, police conduct —
will post-date him.

Through rhetoric, however, a presi-
dent makes an outsized contribution to
the national atmosphere. This is dou-
bly true at tense moments. And Mr
Trump’s interventions have been
incendiary of late. Typically for a social
media platform, Twitter is loath to be
seen as taking a political position. But
even it decided to hide a presidential
tweet that seemed to glorify the “shoot-
ing” of looters.

Mr Trump has also goaded the
“Democrat mayor” of Minneapolis for
losing control of the city. He pro-
claimed “MAGA night at the White
House” as protesters gathered outside,
and pinned the troubles on the leftwing
group Antifa. (Speculation about out-
of-state, far-right or even foreign
involvement is rife, though not rich in
evidence.)

The president’s better-judged
remarks in Florida, where he called for
“healing”, seem to elude him on social
media. Most of the time, his online
truculence is merely undignified. on
this occasion, it is no metaphor to say
that he is playing with fire. It is mostly
property that has been damaged in
recent days, but human life is also at
stake. A stray word can incite. Even
silence would be better.

A more responsible leader would try
to soothe the streets, as lots of munici-
pal and state-level politicians have
attempted. Joe Biden, Mr Trump’s
Democratic challenger, has con-
demned the treatment of George Floyd
but also those who seek to avenge him
themselves. He might go further and
pledge to confront the vexed question
of how police officers are trained. Even
the occasional celebrity has found
measured and unprovocative things to
say of late. No one in the world has a
platform to match the US president’s,
though. If he misuses it, the conse-
quences are for ordinary Americans to
live with.

Borrowinglong is the
way to borrow safely

Governments can afford much more debt at today’s low interest rates

Public-sector debt is spiralling in high-
income countries. But this is no cause
for panic. Governments are right to
borrow freely during the Covid-19 cri-
sis. The debt will also remain afforda-
ble — provided they take the trouble to
lock intoday’s ultra-low interest rates.

Average government financial liabil-
ities are expected to jump to more than
137 per cent of gross domestic product
in high-income countries this year,
similar to the current level in Italy.
Thatwill be just the beginning. But it is
the role of governments to spend and
borrow ina crisis of such magnitude.

Fortunately, the manageability of
debt depends on its cost, not its size.
Today, governments of high-income
countries can borrow ultra-cheaply,
partly because private spending has
collapsed, partly because people are
looking for safety, and partly because
central banks are purchasing somuch.

As of Friday, nominal rates of inter-
eston 30-year debt ranged from zero in
Germany to 0.5 per cent in Japan, 0.6
per cent in the UK, 0.8 per cent in
France, 1.4 per cent in the US and 2.4
per cent in Italy. The real interest on
the UK’s 30-year index-linked securi-
ties was minus2 per cent.

The ability to borrow so cheaply for
long maturities allows governments to
eliminate the risk of having to pay
higher interest rates for decades.
Indeed, they could even eliminate the
risk altogether: in the 19th century, the
UK issued irredeemable debt. Borrow-
ing long will impose a small additional
cost: in the UK, for example, the yield
on the 50-year gilt is 0.25 percentage
points higher than on the 10-year. Yet
this is surely a tiny price to pay for the
insurance offered by being able to bor-
row at such low rates for so long.

The case for borrowing ultra-long
has been strong for some time. It is
stronger still today, since rates are so
low and indebtedness is going to jump.

Yet the average maturity of outstand-
ing US debt was under six years at the
end of 2019,

At just over 14 years, the UK's aver-
age maturity was the longest in the
Group of Seven leading economies,
with the other countries clustering
between just over six and just over
eight years. Borrowing at short maturi-
ties seems a little cheaper now. But it is
afalse economy. If, as is likely, real and
nominal interest rates rise over time,
these countries might be driven into a
fiscal crisis and inflationary finance.

Governments should not just finance
— and refinance — their debt at ultra-
long maturities. They should also bor-
row as much as they can on inflation-
protected terms. This would not just
lock intoday’s ultra-low real rates, but
would also reinforce their commitment
to keeping inflation low in future, since
governments could not then benefit
frominflicting inflation surprises.

The fact that central banks are buy-
inga great deal of the debt today does
not change the case for governments to
borrow at long maturities. At some
point, the central banks may sell some
or all of the debt they hold. If rates of
interest are higher then, they will make
losses. This is unimportant. Central
banks are not commercial ventures.

Given today’s interest rates, govern-
ments do not face any constraint on
borrowing. The market is almost pay-
ing them to do so. Moreover, that is
what governments are also supposed to
doina crisis. Provided they lock in low
rates and bring fiscal deficits back
under control once the crisis has gone,
they will find their vastly expanded
debts affordable in the future, too.

The opportunity to borrow so
cheaply is the other side of a disaster.
Yet it offers governments the closest
they may get to a free lunch — though
one that is unlikely to last. They should
order their meals now foryears ahead.
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A fair deaj must sef Britain ree of EU l"aws

May 1, as a Remainer, strongly disagree
with Philip Stephens’ assertion in his
article (“Britain’s Brexiters still do not
understand Europe”, May 29) that the
British government has gone back on
its commitment to “a level playing
field” in its current negotiations for a
free trade agreement with the EU.

Mr stephens knows perfectly well
that the British government continues
to have no objection to a level playing
field. What it is, rightly, objecting to is
the EU’s insistence that that level
playing field must be the EU's existing

and future regulations and laws on
environmental matters, health and
safety standards, and state aids. It is
also, rightly, objecting to the EU’s
insistence that any dispute should be
resolved by the European Court of
Justice on which no British judge
serves.

The British government, unlike
Norway and Switzerland, is not seeking
membership of the EU’s internal
market. No other country with which
the EUhas a free trade agreement has
been asked to incorporate in its own

laws existing and future EU laws on
these matters. For better or for worse
the UK is not a member of the EU. It is
an independent state. None of us,
whether Remainer or Brexiter, should
expect our government and parliament
to oblige itself to accept, automatically,
the laws and regulations of foreign,
though friendly, states. Can you
imagine the French or the Germans
being willing to do so if they were in
our position?

Sir Malcolm Rifkind

London SW1, UK

Goldman’s change of heart

on crypto hits a nerve
Jemima Kelly’s article (“Goldman
Sachs betrays bitcoin™, Alphaville,
FT.com, May 29) deftly captures
Goldman Sachs’ change of heart or
epiphany on cryptocurrencies, but it’s
the reactions she provides that struck a
nerve with me. I was reminded of the
moment when my older brother told
me that Santa Claus wasn't real! 1
thought he just wanted my stuff for
himself. It couldn’t be true. All mry
other friends believed.

Thope that Goldman hasn't come up
with a view on (Parker Brothers’)
Monopoly money . . . it does still buy
houses and hotels on our kitchen table.
Their price stability meets at least one
of the Goldman criteria.

Pete Hahn

Retired Dean, The London Institute of
Banking & Finance,

London EC3, UK

Union power never did
New York any harm

1do not agree with Mr Khezri's letter
(“Union power wealkens New York’s
magnetic pull,” May 28). Mr Khezri
mentions the past resilience of New
York, even citing the 2008 financial
crisis, and how the city came back as
strong as ever. Now, in 2020, according
to Mr Khezri, the unions have killed
the entrepreneurial spirit that is the
hallmark of the “Big Apple”. This 1do
not understand. Unions were equally as
strong — if not stronger — in 2008.
‘Which unions is he referring to? Public
sector, teachers, police, fire
department, airline workers and pilots,
Broadway actors and workers in
theatre and entertainment? All these
were or have been present for the past
60 years or so. New York has gone
through a number of reversals in that
time period — and keeps coming back
as strong as ever, and still as much a
union town as you're going to find
south of Albany. And, of course, the
Democratic party lock on the unions —
and vice-versa — is a huge factor in
who runs the state.

Iremember that my brother had a
classmate at Cornell who, on
graduation, drove to New York to work
as a Broadway stage hand because he
had an uncle who could get him union
membership. This was in 1978, and this
guy — with an Ivy League degree — saw
greater job stability and financial
reward in pulling ropes and moving
stage props than the bright future that
his newly-minted, very prestigious,
degree promised him. And, yes,
nepotism and self-interest are alive and
well in the union culture, but clearly it
does no harm to New York City.

Ted Gaffney
Waterford, CT, US

Joe Biden and the Democratic party
are fighting for America’s future

Don't expect presidency
to fall into Biden’s lap

Edward Luce (“Trump risks landslide
defeat after alienating crucial older
voters”, Opinion, May 29) makes a
mistake common to many US
Democrats. He says that “all Mr Biden
need do is not interrupt the president
while he is defeating himself”. If Mr
Biden just sits back, the ripe fruit of the
presidency will fall into his hands in
November. This is a reprise of Hillary
Clinton’s strategy which failed in 2016,

Mr Luce needs to watch more Fox
“News”, listen to rightwing talk radio
and attend a Trump rally. His
supporters are beyond rabid — they
will walk through fire for the man.
Would Mr Biden's supporters do the
same? Hardly.

As much as one may despise Mr
Trump, his tweets and his policies, a
failure by his opponents to
acknowledge his political genius will
only mean that he will be re-elected. If
the Democrats fail to fight for the
future of America like they mean it,
they will lose the presidency in
November to Mr Trump — again.

Guy Wroble
Denver, CO, US

Gender pay submissions
will be another casualty

Mirror mirror on the wall, who is the
fairest payer of them all? Covid-19
means we shall not kmow in 2020, alas.
Shame that some companies will not
malke a submission on the gender pay
gap this year as your article on May 29
says. Companies that do go the extra
mile and make a voluntary submission
in 2020 clearly see diversity as an
essential business operation, not as an
extracwrricular activity.

Sarah Dudney

London SE24, UK

The difficulty in making
‘robust’ comparisons

I read with some horror your article
entitled “Britain suffers highest death
rate from coronavirus” (May 29). It
then goes on to state that the data used
were sufficient to make “robust
comparisons”,

Then I saw online that the article had
been revised, placing Britain as second
highest after Spain revised its
“estimate” of excess deaths by 12,000,
up to 43,000.

My understanding of the word
“robust” applies neither to the
previous statistic 31,000, now clearly
incorrect, nor indeed to a revised
“estimate” of 43,000. And how robust
is the other data used?

Dick Sands
London TW11, UK

Envoy’s wife reprised
treatment seen in harem

John Barchilon’s letter (May 27) credits
Edward Jenner as the original pioneer
of vaccination. Yes, Jenner observed
the milder effects of smallpox on
milkmaids and developed a vaccine
from cowpox in the 1790s. However, by
1720, Lady Mary Wortley Montagu
(1689-1762) had developed a successful
smallpox treatment, using variolation
— a precursor of a vaccine
administered through subcutaneous
abrasion. Lady Mary had encountered
smallpox variolation in the harems of
Constantinople (where her husband
was ambassador). She tried it first on
her son, Edward, her daughter Mary,
and then — with the help of Caroline,
Princess of Wales — on convicts and
orphans. Volunteers, it seems, are ever
in short supply.

Dr Georgina Lock

Snape, Suffolk, UK

Too much supply chain
data goes untapped

It’s right that the global supply chain
has remained remarkably resilient
despite wobbles (Report, May 28). But
these testing times have also exposed a
distinct reticence to prepare for
tomorrow’s challenges, which is most
apparent within the agricultural sector.
The supply chain can never work at
peak efficiency until there is a common
“language” to join up the data dots. As
it stands, about 90 per cent of farming
data goes untapped — a huge missed
opportunity for supply chain efficiency.
Consequently, the industry has an
ethical responsibility to address a
perilously fragmented supply chain.
Connecting the data is a good place to
start.
Graeme McCracken
Managing Director, Proagrica,
Sutton, Surrey, UK

discrimination

You report Ros Altmann (“Will ageism
get worse in the post-pandemic
workplace?”, May 29) as saying “a fit
and healthy 70-year-old is more likely
to survive Covid than a 40-year-old
with underlying health conditions™.

Perhaps the most reliable source is
the recent Open-Safely paper by
Elizabeth Williamson and colleagues at
the London School of Hygiene and
Tropical Medicine. This fine study uses
the health records of 17m anonymised
UK citizens, links to data on later
fatalities, and can be read on the web
by anyone who understands hazard
ratios.

The authors show that sheer age is
far more important than underlying
health conditions. Going in age from
the 40s to the 70s is associated on
average with a 15-fold rise in risk of
Covid-19 death, after adjusting for all
health conditions, obesity, race and
other influences. This can be thought
of as the “pure” age-risk effect. The
authors estimate the effects of
conditions like uncontrolled diabetes
at a two-fold rise; recently diagnosed
cancer as between a two-fold rise and a
three-fold rise; having had a stroke ata
two-fold rise; and chronic heart disease
at a 1.3-fold rise. Far smaller effects, in
other words.

‘Whether we like it or not, this virus
practises severe age discrimination. Fit
people in their 70s need to understand
that they are at significant risk.
Andrew Oswald
Professor of Economics
and Behavioural Science,

University of Warwick, UK

UK'’s Hong Kong passport
offer must be just

Dominic Raab and Priti Pate] have
announced (“UK opens door to
citizenship for 300,000 HK residents”,
May 28) that if China continued to
breach the Joint Declaration and
destroy the autonomy of Hong Kong by
introducing a national security law,
they would consider allowing British
National Overseas passport holders to
come to the UK to work and study for
an extendable 12-month period. As
much as I welcome this
announcement, I wish to draw two
matters to their attention.

First, there is a large group of Hong
Kong people (known in the local
community as “blue ribbons”) who are
in open support of the Communist
regime. Instead of being persecuted,
they directly or indirectly participate
in and facilitate the very persecution of
the protesters in Hong Kong. While
many of them have a BN(0O) passport
because they were born before 1997,
they are clearly not the group of people
who need the help of the British.

Secondly, many of the protesters
currently on the streets were born after
1997 and thus do not have a BN(0)
passport. Merely extending a helping
hand to those who have a BN(0) will
mean that they are excluded. This is
neither fair nor just to them.

One easy way is to have a reviewing
system to identify who are the genuine
Hongkongers who need help. Those
who were, or may be persecuted by the
Commmunist regime, and only they,
should be accepted. This should enable
the UK to save the “wheats” of Hong
Kong from the sickle of the Chinese
Commmunists, without putting the tares
into its warehouse at the same time.
Thomas Hoyle
Bowburn, Country Durham, UK

Aningenious
solution for an
unequal world

Book review
Edward Luce

Angrynomics

by Eric Lonergan and Mark Blyth
Agenda Publishing, Columbla
Unliversity Press, $16.95

Inrecent weeks I have felt pangs of
sympathy for authors publishing
books on today’s world that they wrote
before Covid-19. The pandemic has
turned our existence inside out. A
striking quality to Angrynomics is that
it could just as well have been written
vesterday. Everything it addresses —
the causes of western democratic
anger and how to fix it — has been
magnified by the lockdown and the
resulting economic deep freeze. Big
companies drink deep from the hose
of central bank liquidity, while their
smaller counterparts fight over the
trickles to survive.

Coronavirus has bought the roots of
populist anger into sharper relief. This
book is that rare pre-Covid-19
manuscript that has been made
fortuitously more relevant by the
virus. It would have been well worth
reading anyway. Co-authors, Mark
Blyth and Eric Lonergan, have studied
populism for years. Lonergan is a
macro hedge fund manager who
writes about the philosophy of money.
Blyth, who is a scholar at Brown
University, is the author of Austerity:
the History of a Dangerous Idea — a
stinging rebuke of the response to the
2008 crisis that he calls “the greatest
bait and switch in human history”.

The two authors engage in a series of
dialogues to make sense of “what
appears at first sight to be an
incoherent outpouring of primitive
emotion”. Most of us take it for
granted that we live in an angry
world. Their book makes an optimistic

case for how we can escape it.

Key to their thesis is the distinction
between tribal anger, which appeals to
our primal instincts, and moral
outrage, which protests against the
wrongs done to us by inept and
sometimes corrupt governments. Both
are a reaction to the vacuum created
by the failure of technocratic politics.
Only the second form is healthy.

Between 1981 and 2017, Britain’s
gross domestic product doubled, while
the use of food banks rose by 1,000
per cent. At a rally in Sunderland,
home to the Nissan auto plant, a pro-
Remain politician said withdrawal
from Europe would damage “our
GDP”. To which someone yelled, “your
GDP!". As the authors write: “The
disconnect between our experience of
the world and the model used to
explain it has come to a head .. . We
cannot ‘nudge’ this system back to
stability.”

Blyth and Lonergan say that cultural
explanations for populist anger are
circular. Explaining a rise in racism by
arise in the number of racists is both
true and trivial. It is also a counsel of
despair. “It is easier to chastise the
poor for their racism than do anything
about their poverty,” they write.

Focusing on our economic choices,
and, specifically, on inequality, offers a
road map out of the morass: keep it
simple, make a difference and cut
across political lines. Their biggest
idea is to create a national wealth
fund. Real negative interest rates are
the equivalent of discovering oil.

‘When the cost of borrowing is lower
than GDP growth, governments should
issue bonds and invest in diverse
assets, much as sovereign wealth
funds do. The gains over time should
be distributed to people as investment
trusts that can be used for education
and health.

The idea is simple and ingenious. It
is arithmetic lunacy to spurn the
opportunity of lenders paying us to
borrow from them. The proceeds of a
national wealth fund would
redistribute wealth without raising
taxes on the rich, who have perfected
a system of worldwide tax avoidance.

It would also generate good returns.
In 1998, Hong Kong's monetary
authority put $15bn into the Hang
Seng to prop up equity prices. It was
initially pilloried for interfering in the
markets, but won eventual praise after
earning huge returns.

Other solutions include a data
dividend in which big technology
companies, such as Amazon, Google
and Apple, would be required to pay
us for use of our private data. Again,
this would be much easier politics
than breaking up the giants — and far
more lucrative for ordinary citizens.

In recent years, the toxic sense that
people are voiceless and action is futile
has paralysed our democracies.
Angrynomics is a rebuke to that
“failure of the mind”. If we would only
take the trouble to look, many
solutions are hidden in plain sight.

The writer is the FT's US national editor
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ome celebrate the European

Commission’s €750bn budget

increase as a “Hamiltonian

moment”, in reference to the

first US Treasury secretary
who brokered a historic compromise in
1790 for America’s federal government
to take over the debt of the states.
Others dismiss it as too little, too late.
Neither of these views captures its true
nature.

I have noted that commentators and
Brussels-based journalists often fall for
big headline numbers that conflate cate-
gories such as grants, loans and spend-
ing capacity. The commission is a willing
accomplice in this obfuscation. The offi-
cial document that accompanied last
week’s announcement lists the total
investment that could be generated as
€3.1m. Numbers like these are meant to

impress the gullible. It’s the statistical
sleight of hand you might expect from a
disreputable election campaign.

The commission says that €500bn of
the proposed €750bn comes in the form
of grants, and €250bn in loans. The
loans are economically irrelevant, since
there is no shortage of low interest rate
borrowing for the private sector. The
grants are what matters.

But beware. Not everything that is
called a grant constitutes a fiscal trans-
action. Some of these grants are used to
generate lending. By my calculations,
the fiscally-relevant part of the package
is a little over €400bn. Of that, the main
part is the recovery fund, worth €310bn
over four years, plus an extra €11.5bn
thisyear.

Dividing the €310bn recovery fund
equally over four years, I arrive at an
annual fiscal boost of 0.6 per cent of the
EU’s 2019 gross domestic product. This
is not nothing. But if you still want your
Hamiltonian moment, you will have to
look elsewhere.

The package contains other measures
of about €100bn for structural funds,
climate change, agriculture, civil
protection and health. That way, some

of the money goes to the countries
of central and eastern Europe — they
have not been as heavily affected
by Covid-19 as Italy and Spain. Those
payments would constitute a further
0.4 per cent of EU GDP in 2021 and
2022 each.

However you count this, you will
struggle toidentify anything that comes
close to a fiscal bazooka. Furthermore,
at this stage the package is only a pro-

The EU article allowing
‘the means necessary’
is the legal equivalent of
‘whatever it takes’

posal. All 27 EU member states have to
agree. The final numbers are more
likely to belower than higher.

For one thing, the recovery fund
money comes with strings attached.
The spending should be in line with EU
investment priorities. It is entirely pos-
sible that not all the money will end up
being spent.

Second, the so-called Frugal Four —

the Netherlands, Austria, Sweden and
Denmark — might succeed in reducing
the overall fiscal impact of the package. I
do not think they will veto it, but their
support is needed for the EU budget to
pass. There are subtle ways to shrink it.
Sweden and Denmark are not members
of the eurozone. They could argue that
the fund should be eurozone-only. Or
the four might ask for a rebate.

Since EU member states eventually
have to contribute to the repayment of
the borrowed money, a rebate for some
countries means a higher burden for
others, including for Italy and Spain.
This will partially offset the size of the
net fiscal transfer they stand toreceive.

Finally, consider that the extra spend-
ing at EU level might be offset by less
spending at national level. The EU will
not repeat the catastrophic error of the
austerity that followed the previous cri-
sis. But the fiscal rules are still in place.
There is a presumption that member
states will have to revert to running bal-
anced budgets eventually.

1 do not wish to dismiss what Ursula
von der Leyen, commission president,
did last week. She went to the limits of
what is politically and legally possible. A

bigger fund would have been vetoed by
the Frugal Four. And none of of us really
knows for sure whether this will fly
legally.

The EU is not supposed to run on
debt. To get around this, the commis-
sion invoked Article 311, which states
that “the Union shall provide itself with
the means necessary to attain its objec-
tives and carry through its policies”.
This is the legal equivalent of “whatever
it takes”. Someone will almost certainly
take legal action against the commis-
sion, so this will probably end up in the
courts.

Last week’s budget proposalis as good
as it can get in the current regime. The
way the eurozone has been set up does
not allow for more. If you want trillions,
you will need to change the European
treaties. You cannot fudge your waytoa
federal future.

Itis true that Angela Merkel’s position
has softened. But make no mistake. The
German chancellor is still not a convert
to a fiscal union. The EU is keeping the
show on the road, but it is, by and large,
still the same show.

munchau@eurointelligence.com

I'he world may

be entering a
post-dollar era

Rana
Foroohar

nfettered globalisation is

over. That is not a contro-

versial statement at this

point for obvious reasons,

from the post-Covid-19
retrenchment of complex international
supply chains to the decoupling of the
US and China. It’s hard to imagine a
reset to the 1990s neoliberal mindset,
even if Joe Biden wins the US presiden-
tial elections, or if the EU experiences a
moment of renewed cohesion in
response to the pandemic.

The world is more likely to become
tripolar — or at least bipolar — with
more regionalisation in trade, migration
and even capital flows in the future.
There are all sorts of reasons for this,
some disturbing (rising nationalism)
and others benign (a desire for more
resilient and inclusive local economies).

That begs a question that has been
seen as controversial — are we enteringa
post-dollar world? It might seem a
straw-man question, given that more
than 60 per cent of the world’s currency
reserves are in dollars, which are also
used for the vast majority of global com-
merce. The US Federal Reserve’s recent
bolstering of dollar markets outside of
the US, as a response to the coronavirus

crisis, has given a further boost to global
dollar dominance.

Asaresult, many people would repeat
the mantra that in this, as in so many
things, “you can’t fight the Fed”. The
dominance of the US banking system
and dollar liquidity, both of which are
backstopped by the Fed, will give the
American dollar unquestioned suprem-
acy in the global financial system and
capital markets indefinitely.

Others argue “you can’t replace some-
thing with nothing”. By this they mean
that even though China, Russia and
other emerging market countries (as
well as some rich nations such as Ger-
many) would love to move away from
dollar dominance, they have no real
alternatives. This desire is especially
sharp in a world of increasingly weapon-
ised finance. Consider recent moves by
both Beijing and Washington to curb
private sector involvement in each
other’s capital markets. Yet, the euro,
which represents about 20 per cent of
global reserves, can’t compare in terms
of liquidity and there are still big ques-
tions about the future of the eurozone.
The gold market is far too tight, as evi-
denced by the fact that it is now virtually
impossible to buy the physical metal.

But there are economic statistics, and
then there is politics. It’s telling that
China has been a big buyer of gold
recently, as a hedge against the value of
its dollar holdings. It is also testing its
own digital currency regime, the
e-RMB, becoming the first sovereign
nation to roll out a central bank-backed
cryptocurrency. One can imagine that

NOANIX LIVM

would be easy to deploy throughout the
orbit of China’s Belt and Road Initiative,
asan attractive alternative for countries
and businesses that want to trade with

one another without having to use dol-
lars to hedge exchange-rate risk.

This alone should not pose a challenge
to the supremacy of the greenback,
although it was enough to prompt
former US Treasury secretary Hank
Paulson, a man who does not comment
lightly, to write a recent essay surveying
the future of the dollar. But it isn’t hap-
peninginavacuum.

The European Commission’s plan to
bolster its recovery budget for Covid-19
bailouts by issuing debt that will be
repaid by EU-wide taxes could become
the basis of a true fiscal union and, ulti-
mately, a United States of Europe. If it

America can get away with
a lot economically as long
it remains politically
credible, but less so if it isn't

does, then 1 can imagine alot more peo-
Pple might want to hold more euros.

1 can also imagine a continued weak-
ening of ties between the US and Saudi
Arabia, which might in turn undermine
the dollar. Among the many reasons for
central banks and global investors to
hold US dollars, a key one is that oil is
priced in dollars. Continuing Saudi
actions to undermine US shale put a rift
in the relationship between the admin-
istration of US president Donald Trump
and Riyadh. It is unlikely that a future
President Biden, who would probably
follow Barack Obama’s pro-Iran stance,
would repair it.

Even with oil prices this low, Dallas
Fed president Robert Kaplan recently
told me that energy independence
remains “strategically important” to the
Us and that “there will still be a substan-
tial production of shale in the US in the
future”. Who will fill the Saudi void,
then? Very probably China, which will
want oil to be priced in renminbi. A
decoupling world may be one that
requires fewer dollars.

Finally, there are questions about the

way in which the Fed’s unofficial back-
stopping of US government spending in
the wake of the pandemichas politicised
the money supply. The issue here isn't
really a risk of Weimar Republic-style
inflation, at least not any time soon. It’s
more about trust. Some people will
argue that the dollar is a global currency
and that its fortunes do not really
depend on perceptions of the US itself.
Certainly, events of the past few years
would support that view.

But there may be a limit to that dis-
connection. The US can get away with
quite a lot economically as long it
remains politically credible, but less so
ifitisn’t. As economist and venture cap-
italist Bill Janeway recently told me:
“The American economy hit bottom in
the winter of 1932-3 after [Herbert]
Hoover lost all credibility in responding
to the Depression and trust in the banks
vanished with trust in the government.”

It could be that one day, trust in
the dollar and trust in America will
reconverge.

rand.foroohar@jt.com

The effects of Covid-19 risk deepening secular stagnation

ECONOMICS

Gavyn '

Davies 3

hen former US Treas-
ury secretary Lawrence
Summers delivered
his famous address on
the return of secular
stagnation at the IMF in 2013, he
revived interest in a Keynesian con-
struct that had fallen into disuse since
the 1940s. He argued that a chronic
excess of savings, relative to capital
investment, may be developing in the
global economy, forcing long-term
interest rates down and threatening a
persistent shortage of demand.

Since 2013, there have been brief peri-
ods of strong output growth in the large
economies, suggesting that the risks of
secular stagnation were abating.
But these cyclical upswings proved

temporary and the trend decline in
global long-term interest rates towards
Zerowasnever ended.

on top of these deflationary trends,
the Covid-19 lockdowns have caused a
seismic shock in all the big economies.
In a recent Princeton Bendheim webi-
nar, Mr Summers argues that this will
trigger structural responses from
households and businesses that will
strengthen the forces of stagnation. If he
isright, the consequences for macroeco-
nomic policymakers and asset manag-
erswill be profound.

What are these changes in behaviour?
Mr Summers believes risk aversion in
the private sector will increase perma-
nently, leading to more precautionary
savings by households, and less
investment by businesses. As he putsit,
“just in case will replace just in time”,
with the private sector wanting to hold
greater financial reserves in case of fur-
ther shocks to globalised markets.
There may also be a long-lasting hit to
labour utilisation — the productive
deployment of people of working age —
and reductions in consumer spending in
sectors affected by social distancing

until an effective vaccine is found.

‘Whether or not Mr Summers is right
about the long-lasting effects of corona-
virus, the underlying trend towards sec-
ular stagnation has been manifest for
two decades. There seems no reason for
it to reverse itself spontaneously.

Now policy interest rates in all the
major economies are at or below the

Monetary policy as we
know it has become
redundant. Central banks’
golden era is probably over

zero lower bound, monetary policy as
we know it has become redundant. Cen-
tral banks still have an important role to
play in providing emergency injections
of liquidity in crises and in regulating
financial institutions, but their golden
erais probably at anend.

A permanent state in which the
equilibrium nominal interest rate
throughout the developed world is at or
below the central bank policy rate is,

to put it mildly, really worrying.

There are three possible conse-
quences of this. The first is that the
world could be stuck at zero. All the
advanced economies may follow Japan
since 2016, with interest rates across the
entire yield curve stuck at zero, and fis-
cal policy battling against a continuous
rise in government debt ratios. For asset
markets, this would represent a low-re-
turn world, with demand management
becoming increasingly hamstrung in

ing recessions.

With the second, we could have per-
manent fiscal stimulus and rising
debt. Before the full effects of the virus
became apparent, Paul Krugman sug-
gested that the US should permanently
increase public investment and the
budget deficit by 2 per cent of gross
domestic product, with the debt ratio
eventually rising to 200 per cent of
GDP. This would increase equilibrium
interest rates, raising the average level
of policy rates and bond yields. The
yield curve would shift higher and adopt
a more normal upward slope, allowing
more scope for easing during recessions.

By reversing the trend decline in

interest rates, this policy may result in
animmediate period of negative returns
for both bonds and equities, though the
long-term effects are less clear.

And the third could give us very nega-
tive interest rates. Japan and the euro-
zone have attempted to increase scope
for active monetary policy by reducing
policy rates slightly below zero, eventu-
ally dragging bond yields into negative
territory. However, as Kenneth Rogoff
has argued, this policy could only suc-
ceed if pursued far more aggressively,
taking policy rates to minus 3 per cent,
or even lower, in recessions. By extend-
ing the decades-long downward trend in
interest rates, this approach would
probably prolong high returns from
both bonds and equities.

The political feasibility of these
extremely radical fiscal and monetary
policy changes seems highly questiona-
ble. Butif Mr Summers isright about the
deepening of secular stagnation, such
reforms might be needed to avoid
Japanese-style deflation in Europe, and
eventhe US.

gavyn.davies@ft.com

Companies
should start
showing more
national loyalty

Elisabeth
Braw

uring the coronavirus crisis,

democratic governments

have discovered — again —

that businesses act in their

own interest, not in the
interests of the country where they hap-
pentobebased.

Ryanair chief executive Michael
O’Leary wants to relaunch 40 per cent
of flights in July, whether or not it suits
Ireland, the UK or any other govern-
ment. Coffee chains closed during Brit-
ain’slockdown, despite the government
encouraging cafés to stay open for take-
aways. The issue predates the pan-
demic: UK entrepreneur James Dyson, a
vocal supporter of Brexit Britain’s eco-
nomic potential, has moved his com-
pany’s headquarters to Singapore.

All this suggests that nationalities
matter less than they once did. When
McDonald’s opened its first restaurant
in Moscow 30 years ago, it wasseenasa
symbol of US victory over the Soviet
Union. McDonald’s remains a quintes-
sentially American company, but today
its leadership includes executives from
Poland and the UK. The chain was until
recently led by another Briton.

The picture is the same in most com-
panies that operate globally. Executives
hail from a wide range of countries, have
lived in more countries still and con-
sider themselves international crea-
tures. In 2018, only about half of FTSE
100 CEOQs were British; the rest hailed
from 20 other countries, The trend
extends beyond the UK. Indra Nooyi,
former chief executive of PepsiCo, was
born in India. Rajeev Suri, who runs
Nokia of Finland, is Singaporean.

In this crisis we have learnt
governments would
achieve a lot more with
goodwill from businesses

Stefano Pessina, an Italian, is chief exec-
utive of Anglo-American drugstore
chain Walgreens Boots Alliance.
Companies have gone transnational
along with their top executives: Volvo
Cars, once closely identified with its
home country of Sweden, is now owned
by Geely of China. That’s how globalisa-
tion works. And, until now, it has largely
worked well. Governments have not
insisted that companies act in the
national interest, despite complaints
about tax avoidance and offshoring. As
long as they create jobs, they have been
allowed to go on their merry commer-
cial way without consideration for obli-
gations to their home countries.
Unsurprisingly, during Covid-19 and
other recent crises, many companies
have not prioritised the interests of their
home countries. Governments certainly
can’t expect businesses to act out of
patriotism. In a world of increasing for-
eign ownership and overseas opera-
tions, to which country should a com-
pany show allegiance? If we have learnt
anything during this crisis, it is that gov-
ernments would achieve a lot more with
some goodwill from businesses. Ama-
zon, which has prospered during the
pandemic, could enhance conditions for
its workers. Ryanair could accept gov-
ernmental pleas for empty middle seats.
By contrast, during the cold war, the
Swedish government made clear that it
expected Volvo and other marlet pillars
to do their part for the nation duringa
crisis. It designated them “K Compa-
nies”, involved them in war planning
and underwrote their preparedness
efforts. For the past several years, the
Pentagon, the US Department of Energy
and other American government
departments have held regular meet-
ings with senior executives to inform
them about national security threats.
Such initiatives could be expanded.
To be sure, no businessleader likes com-
mitments to causes that don’t generate
revenues, and many companies are torn
between their home base and their for-
eign owners. But the alternative would
see countries further weakened during
future crises. Liberal democracies face
an unpalatable combination of threats
from mother nature and hostile states.
Such deterioration is in no one’sinter-
est. Governments could, of course, sim-
ply nationalise vital businesses. After
all, a government-run coffee chain or
airline would have to obey the rules
around opening. Business leaders,
unite! For national wellbeing, thatis.

The writer is a senior research fellow at
Rusi, athink-tank
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Why we’re
aboutto learn
if we are really
in the A-team

Pilita Clark
Business Life

Where do you rank in the pecking
order at work? Do you have a solid
footing in the boss’s inner circle? Could
you be in line for the boss’s job? Or are
you in the middling ruck, plodding
along and getting things done but very
much in the B-team?

In ordinary times, it is easy enough
to pretend we neither know nor care
about this sort of thing. But Covid-19
is stripping office hierarchies bare
with a brutality that is impossible
to ignore.

The first time I noticed this was back
in March, when some firms began to
divide their workers into two teams
that took it in turns to go to the office
or work from home. A friend said her
husband, who thought he was in line to
replace his boss, had been appalled to
learn he was in the team being led by
the boss while a rival had been put in
charge of the other team. It was, as she
said, fairly obvious who was deemed
more important.

Nearly three months on, as
lockdowns ease and offices gingerly
prepare to reopen, Ifind myself in
anxious conversations about how
many days one should work from
home and how many should be spent
in the office. A lot of people I have

Employment rights

Will ageism at work be made
worse by the pandemic?

@ WORK & CAREERS

spoken to are working for companies
in serious trouble. If they stay at

home, they worry they will be
overlooked in the way that remote
workers so often are. Worse, they fear
thrusting colleagues who ditch their
tracksuits and go back to the office will
become a gang of stalwarts who forge
such lasting bonds in adversity that
they become the new A-team. The
evidence suggests this is precisely what
will happen.

I say this having watched an
excellent online talk last week by
Nicholas Bloom, an economics
professor at Stanford University who
has spent years studying the pros and
cons of working from home.

He spoke about some of his best-
known research, which concerns a
large Chinese travel agency called
Ctrip. In 2010, it decided to see what
would happen if some of its Shanghai
call centre staff worked from home
four days out of five for nine months.

6 Proximity can be
destiny in the office but
that needs to change inan
age of home working 99

Managers hoped to cut both office rent
costs and quitting rates, without
creating a horde of shirkers.

The results, said Prof Bloom, were
“an enormous surprise”. Workers’
performance went up 13 per cent,
meaning the firm got close to an
extra work day a week from them.
Sick days fell. Quit rates halved. Ctrip
reckoned it saved nearly $2,000 a year
per employee and staff said that they
were happier. (One was especially
pleased: in the office she was driven
mad by the woman sitting next to her
who was always snealily cutting her
toenails.)

There was just one problem. The
people working from home were
promoted at half the rate of their
colleagues in the office. That might not
be as dire as it sounds, said Prof Bloom.
The home workers might not have
wanted a promotion because it would
have meant returning to the office. But
it is also possible that the people at
home were out of sight and therefore
out of mind. I would go with that.

Geography is destiny and rarely
more so than in the office. One
wvery successful man I know came
to work for a big company in London
in his 20s and deliberately chose a desk

The pand
stripping
hiera
AF ArchivefAlamy,

near the men’s toilets. That way, he
could saunter in after any male
superior and strike up useful chats at
the urinal. Try doing that at home.

Location also helped to put Jon
Favreau on the path to become Barack
Obama’s chief speech writer. After
college, Mr Favreau took a relatively
junior job on John Kerry's 2004
presidential campaign team. One day,
the desk right next to his was taken by
the chief speech writer. Mr Favreau
was soon asking his neighbour if he
could be deputy speech writer. He
eventually did and later joined (then)
Senator Obama’s team.

80 what should workers do now?
The lucky will have a manager who
understands the power of proximity
and makes sure people at home are
not overlooked. That is vital at any
time but doubly so when large swaths
of the worlkforce cannot risk
commuting for health or childcare
reasons, while others can.

People at home will always find it
harder to be impressive. But only the
most unimpressive manager will
consign them to the B-team.

pilita.clark@ft.com
Twitter: @pilitaclark
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UK staycations:
caravan Cannes

Holiday parks earn profits
for Darwin ...
DLPF Unit Value (pence)

... but Center Parcs has
had problems
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Travelling will really be better than
arriving for British ar passengers. A
new government decree is forcing
quarantine for 14 days. That bad news
might depress Britons hoping for a
trouble-free summer trip fo the Med.

Banish memories of sleeting rain and
cold picnics, staycations now look like
an unstoppable frend for summer 2020.

Low-cost European airlines brought
an end fo mass bucket-and-spade
vacations in the UK. Why drive for
hours to a Welsh seaside when cheap
flights to Malaga beckon?

Yet holidays at home have staged a
modest resurgence. The annual total
rose 14 per cent in the five years to
2019, says VisitBritain.

One property fund, Darwin Leisure,
has done well from staycations over the
past decade. It focuses investments an
residential holiday parks typically
furnished with static caravans. These
cheap vacation options are perennially
popular, as shown by the performance
of the specialist Investment manager.

The net asset value of the main
£500m fund has surged 2.4 times in the
eight years to March of this year — and
5o far has held up in this latest quarter.

Prime Minister Boris Johnson, himself
keen on sunny destinations abroad, has
encouraged cifizens to holiday at home

AL LR L R 75
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this year. His government has set a
provisional opening date of July 4 for
the domestic hospitality industry.

Months of potential summer holiday
spending Is up for grabs.

Tourists crowding Britain's beaches
and hills spent nearly £14bn last year.
But even if holidaymakers avoid foreign
trips this year the industry worries they
may not return to local resorts. Last
year's total spending figure could fall by
half, says the National Coastal Tourism
Academy, which has been studying the
data. Elsewhere, bond Investors for the
more upmarket Center Parcs have
taken fright. The group, which rents out
its holiday homes (often for weekends)
In green spaces with lots of pricey add-
on activities, has suffered from
restrictions on fravel. Its long-term debt
has collapsed from over par to about 8&
pence on the pound.

Regardless of opening dates, the
travel and leisure business will no doubt
suffer this year, as folks avold crowding
into enclosed bars and restaurants.
©Qutdoor pursuits and accommedation
close by may still benefit. After months
cooped up In their homes, lockdown
fatigue has set in. If the weather holds
up, a surge in staycations will not only
refresh holidaymakers but battered
local economies, foo.
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Maximum for day °C & °F

Amsterdam _ Sun 23 73 | Madrid Sun 31 38
Athens hower 25 77 | Manila Fair 34 53
Atlanta un 28 82 | Melbourne  Rain 10 50
Baijing hunder 29 84 | Mexico City  Fair 26 79
Belgrade ain___19 66 | Miam Cloudy 30 86
Berlin Sun 24 75 | Montreal Fair 16 61
Bermuda Rain 24 75 | Moscow Rain 1 52
Bogota Rain 19 66 | Mumbai Cloudy 32 90
Brussels Sun 26 79  Nassau Fair 31 88
Buenos Aires Sun 14 57 | New York Fair 21 70
Caracas Shower 31 BB | Nice Fair 22 72
Chicago Cloudy 25 77| Cslo Sun 26 79
Copenhagen Sun 22 72| Paris Sun 27 81
Dallas Cloudy 31 8B | Prague Sun 21 70
Delhi Sun 36 97 |Reykjavik  Drizzle 11 52
Doha Sun 41106 | Rio Sun 29 34
Dubsai un 39 102  Rome Sun 24 75
Dublin un 20 68 | San Francisco Fair 21 70
Edinburgh un 23 73| Seoul Sun 25 77
Frankfurt un 27 81| Shanghai Sun 31 88
Geneva un 25 77 |Singepore  Shower 31 88
Hamburg Sun 22 72 Sun 26 79
Helsink Cloudy 17 63 | Sydney Fair 23 73
Hong Kong  Fair 31 88| Taipei Thunder 33 91
Honolulu Drizzle 30 86 | Tel Aviv Sun 27 81
Jakarta Shower 33 91| Tokyo Rain 22 72
Karachi Fair 35 95 | Toronto Fair 2 72
Lima Cloudy 21 70| Vancouver  Fair 19 66
Lisbon Fair 24 75 Vienna Fair 22 72
Landon Sun 25 77| Warsaw Fair 19 66
Wind speed Los Angeles  Sun 26 79 Fair 24 75
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ACROSS
1 Worry that the Queen’s ignored
duty (&)
& It's a crop cultivated for fruit (8)
9 Rigid structures one might see
on 10 down, I'm told (5)
10 Awfully nice hat | put over
fellow's head (9)
N A poor actor will need support
in Lincoln? (7)
12 One publication that is covering
new hit record
13 it's okay in Paris to have
Spanish wine (4)
14 Insult bunch in shock to create
this? (8)
17 Animal crossing placard? |
might create that! (8)
19 Young animal found near area in
country (&)
22 Salesman and male Tucking into
eggs brought over for the boss?
@

24 Treasonous speech missing

introduction creates issue (7}
25 One tight young man quickly

JOTTER PAD

earned cash (1,4,4)

26 High-ranking soldier punches
vacuously abrupt spy (5)

27 Use hands to sort out parasol?
@

28 Swamp-like planet with hairy
yeti-like leaders (&)

DOWN
1 Knight to open a centre rebuilt
for access (8)
2 False Tory attempted to take in
Vatican leader (3}
3 Be very angry if article is sat on
by court (&)
5 Areal problem that Dracula
might cause? (4,2,3,4)
& Blow up stylish apartment with
bit of explosive (7}
7 |love to go around hugging
chap from Muscat? (5)
8 A Rat? Bob Geldof could be
described as one! (&)
10 A place to pitch upcoming
grand dances (7,6)
15 Lascivious behaviour causes sin
unfortunately (g}
16 Part of a yacht seen in seas as
well as river (8)
18 Small problem with resistance
leader in nick (7)
20 Hif show originally about old
Americans (&)
21 Nasty chap that spies must
detain or bug (&)
23 Simple idea containing bit of
ingenuity (5)

In my role, you certainly have to be informed on
economic, financial and political developments
around the world. Being an FT reader has helped
me stay on top of the issues that matter.

Bill Papadakis,
Investment strategist, Banque Lombard Odier

An FT Group Subscription has helped Lombard Odier strengthen
its market intelligence and research capabilities.
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Threat of negative
rates hangs over
US money funds

US president Donald Trump's
view that the country should
accept the “gift” of negative
interest rates would be hugely
damaging for the nation's
$4.8tn money market funds
sector. Yields across US money |
funds have already fumbled
towards zero from about 1.5
per cent at the start of the
year. Some investors fear
negative rates could spark a
disruptive exodus from this
vital funding channel for
businesses across the US
economy.

PAGE &-7

Shareholder climate rebellions

surge despite Covid-19 pandemic

ATTRACTA MOONEY

Shareholders have ramped up pres-
sure on companies to tackle global
warming even as businesses grapple
with the fallout of the coronavirus
pandemic.

Climate change resolutions at
annual meetings received average
shareholder support of 23 per cent
up to May 20 this year, compared to
16 per cent during all of 2019, accord-
ing to data compiled for FTfm by
Proxy Insight, the research group.

The support comes just weeks
after eight big investors, including

BNP Paribas Asset Management,
DWS and Comgest Asset Manage-
ment, warned that tackling global
warming must continue to be a pri-
ority for public companies despite
the pandemic.

Businesses including JPMorgan,
the bank, Woodside Petroleum and
Santos, the Australia energy compa-
nies, Rio Tinto, the miner, |B Hunt
Transport Services, the shipping
business, and Ovintiv, the energy
company, are among those that suf-
fered big shareholder revolts over

Jeanne Martin, campaign manager

at ShareAction, the charity that co-
ordinated a shareholder resolution
on carbon emissions at Barclays
Bank, said investor support for envi-
ronmental proposals this year has
been remarkable.

“For all its difficulties, 2020 has
seen unwavering investor action at
fossil fuel companies and their finan-
ciers, despite — or perhaps because
of —the global pandemic,” she said.

“Coronavirus has exposed the vul-
nerability of oil markets and inves-
tors could see fighting for climate
action as a way of building resilience
for future shocks.”

Asset managers upped their focus
on tackling climate change in recent
years amid rising demand for envi-
ronmental, social and governance
investing. Sceptics, however, dis-
missed some of the focus on global
warming as “greenwashing” and
warned big investors would back-
track on their environmental push
once market conditions became dif-
ficult again.

But the data suggest big investors
are continuing to demand action
from companies around climate
change, even asthe coronavirus pan-

continued on page 2

Mark Machin

‘No place to hide’ in
crisis, says Canada
pension chief

PAGE &

US pension
plans at risk
of depleting
their money

CHRIS FLOOD

The weak financial condition of seven
US public pension plans threatens to
deplete their assets by 2028, leading
to severe risks for the living standards
of thousands of American employees
and retired workers.

Many US public pension plans had
not fully recovered from the 2007-08
financial crisis before coronavirus
struck, triggering turmoil across
markets. The correction in the US
stock market has increased the long-
term structural problems across the
entire US public pension system, par-
ticularly for the weakest funds.

“Public plans with extremely low
funded ratios in 2020 may face the
risk of running out of assets in the
foreseeable future if markets are slow
to recover,” said Jean-Pierre Aubry of
the Center for Retirement Research
at Boston College, which carried outa
detailed study on the plight of US
public pensions.

More than 320,000 members of the
New Jersey Teachers and Chicago
Municipal public pension plans face
the biggest risks as severe cash out-
flows are draining the assets of these
two schemes.

A slow recovery for the US stock
market could result in Chicago
Municipal’s funded position falling
from 21 per cent this year to just 3.6
per cent by 2025. This would leave
assets to cover just three months of
the fund’s retirement payments

continued on page 2
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SEC chairman

highlights risks
of ESG ratings

GREENWASHING
Clayton says merging
separate metrics can
lead to faulty analysis

CHRIS FLOOD

The US asset management
industry’s top regulator has
warned about the risks of rely-
ing on simple ratings when
considering environmental,
social or governance issues as
part of an investment decision.

Jay Clayton, chairman of the
Securities and Exchange Com-
mission, said any analysis that
combined separate environ-
mental, social and governance
metricsinto a single ESG rating
would be “imprecise”.

“I have not seen circum-
stances where combining an
analysis of E, S and G together,
across a broad range of compa-
nies, for example with a ‘rat-
ing’ or “score’, particularly a
single rating or score, would
facilitate meaningful invest-
ment analysis that was not sig-
nificantly over-inclusive and
imprecise,” said Mr Clayton.

The SEC has asked for feed-
back from asset managers
about ESG ratings as concerns
rise about the spread of so-
called greenwashing by com-
panies that make misleading
claims about their environ-
mental credentials to appeal to
unsuspecting investors.

Large public protests
demanding action on climate
change are driving more asset
managers to incorporate ESG
measures into their invest-
ment L

More than 2,000 asset man-
agers have signed up to the
UN-backed Principles for
Responsible Investment,
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which have become widely
accepted standards over the
pastdecade.

Many funds attract new
assets after becoming PRI sig-
natories but only a small
number improve their ESG
performance, according to a
critical study published this
year by academics at North-
western University and Geor-
gia Institute of Technology.

“Only select signatories
make visible changes to ESG
while most [asset managers]
are using the PRI as a mecha-
nism to attract capital,” said
Aaron Yoon, assistant profes-
sor at Northwestern Univer-
sity’s Kellogg School of Man-
agement.

The concerns expressed by
Mr Clayton over combining E,
Sand G scores have previously
been described as “aggregate
confusion” by academics. One
example of this is the electric
car maker Tesla. The business,
which scores highly on envi-
ronmental metrics, has often
been criticised foritsrecord on
workers’ rights. As a result,
different ratings providers give
it wildly different scores.

ESG-focused funds attracted
record inflows from investors
in the US and Europe last year
as fears grow that the world
faces an environmental catas-
trophe. Investors ploughed
$20.6bn into US sustainable
funds last year, almost quadru-
pling the $5.5bn of net inflows
gathered in 2018, according to

That momentum carried
into the first quarter of 2020
with US sustainable funds
attracting $10.4bn in new cash
despite the violent correction
across stock markets.
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Founding partner Sean Healey stepped down as AMG’s CEO in 2018 after being diagnosed with motor neurone disease — amc

Sean Healey, ex-AMG chief, dies at 59

ATTRACTA MOONEY

Sean Healey, co-chairman
and former chief executive of
Affiliated Managers Group,
the $600bn asset manage-
ment business, has died
of motor neurone disease
aged 59.

Mr Healey drove AMG's
strategy of buying stakes in
boutique investment compa-
nies, including Cliff Asness’s
AQR, the UK’s Artemis, David
Harding’s Winton Capital and
activist investor ValueAct. He
joined the business as a found-
ing partner in 1995.

He was named chief execu-
tive in 2005, stepping down in

2018 after being diagnosed
with the illness, which is also
known as amyotrophic lateral
sclerosis (ALS). Following his
diagnosis, he set up the Sean M
Healey and AMG Center for
ALS at Massachusetts General
Hospital, raising more than
$40m.

Jay Horgen, chief executive
of AMG, said Mr Healey was an
“inimitable leader, always
exhibiting an indefatigable
entrepreneurial spirit and
unwavering dedication to
friends, colleagues and affili-
ate partners”.

He added: “Sean trans-
formed AMG from a nascent
start-up into a leading global

Shmeholder climate

rebellions surge

continued from page 1

demic piles pressure on busi-
nesses. Mirza Baig, head of
governance at Aviva Investors,
said: “Rather than derail
the climate agenda, the pan-
demic has bolstered investors’
commitment to tackling sys-
temicrisks.”

He added that while Euro-
pean oil majors had set out
“bold net zero ambitions”,
companies such as “Exxon and
Chevron continued to stifle
shareholder dialogue and
absolve themselves of respon-
sibility for the environmental
impacts”,

Meryam Omi, head of sus-
tainability and responsible
investment strategy at Legal &
General Investment Manage-
ment, the UK's largest asset
manager, said this year’s vot-

ing season had “shown that
shareholders are increasingly
aware of the importance of
climate action and strong
governance, and that this has
not lessened because of
Covid-19".

The Proxy Insight figures do
not include lobbying propos-
als, which are often focused on
how businesses and the trade
groups they belong to are
working behind the scenes to
influence or delay action on

Several lobbing resolutions
have received strong support
this year, including at Wood-
side and Santos.

The data also do not include
meetings with significant cli-
mate votes that took place last
week, including at Chevron,
the US oil major.

asset manager with an innova-
tive partnership approach and
unmatched track record of
partnerships.”

Mr Healey joined the busi-
ness from Goldman Sachs.
Under the model he helped
pioneer, AMG takes stakes of
generally between 40-60 per
cent in the businesses and
works with them on market-
ing, distribution and leader-
ship succession. Mr Healey
also spearheaded AMG's initial

‘Sean transformed AMG
into a leading global
asset manager with an
innovative approach’

us pension plans face

public offering in 1997. Under
his tenure, the company grew
from just a few boutiques to
one of the world’s biggest
investment groups, with assets
under management growing
from almost $40bn at the IPO
to $600bn today.

In an interview with the
Financial Times in 2018, Mr
Healey said that reflecting on
AMG’s origins had made him
realise “how much of life and
successisluck™.

“The growth reflects good
fortune, markets that have
been up . .. it's good luck, it's
over time good markets and
great results by our affiliates,”
hesaid.

running out of money

continued from page 1
according to CRR’s analysis.
Mew Jersey Teachers is also
burning through cash, with its
funded position projected to
decline from 39.2 per cent to
23.2 per cent over the next five
years. By that time, New Jersey
Teachers would have assets to
cover 19 months of payments.

Mr Aubry did not expect any
US public pension plan to run
out of money over the next five
years but more severe prob-
lems could emerge.

If stock market weakness
persists, the public pension
plans of Kentucky and Provi-
dence along with Dallas Police
and Fire, Charleston Fire and
Chicago Police could end up
with less than three years of
retirement benefit payments
saved as assets. The Chicago

Teachers fund, which is also
bleeding cash, might have
enough assets to cover a little
more than three years of bene-
fit payments.

Thomas Aaron, a senior
credit officer at Moody's, the
rating agency, said the
unfunded liabilities of Chi-
cago’s pension funds would
continue to grow for morethan
a decade even if investment
return targets were met.

“Chicago has particularly
high pension risks. The city
has built up very large
unfunded liabilities through
years of very weak pension
contributions,” said Mr Aaron.

“Reaching an actual deple-
tion date can have a severe
impact on a state’s finances,”
said Les Richmond, an actuary
at Build America Mutual.
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Investment industry slow to learn lessons

ANALYSIS

a year after Woodford scandal broke

Questions still hang
over fund rules,
conflicts of interest
and role of ACDs

SIOBHAN RIDING

A year ago yesterday, a group
of local government officials in
Kent made a decision that
would trigger the downfall of
Britain’s most famous fund
manager and spark Europe’s
biggest investment scandal for
adecade.

Kent county council’s termi-
nation of a £263m mandate
managed by Neil Woodford
started a dramatic series of
events culminating in the
former star stockpicker being
forced to close the doors of his
eponymous investment busi-
ness, rocking confidence in the
UK’s £9tn asset management
sector.

Yet one year on, many are
critical about the lack of
progress made in fixing the
shortcomings that led to Mr
Woodford’s demise. “The
more profound implications of
the Woodford crisis have been
brushed under the carpet,”
says Paul Myners, the former
City minister. According to
Lord Myners, the scandal
“exposed the design faults” of
funds by illustrating “the peril
involved in allowing illiquid
assetsto be heldin open-ended
funds that permit daily deal-
ing”.

Kent's large redemption
request sparked a liquidity
crunch at Mr Woodford's flag-
ship Equity Income fund. His
high exposure to hard-to-sell
assets meant he did not have
the cash to pay Kent back,
forcing him to suspend the
fund and block hundreds of
thousands of investors from
accessing their cash.

The suspension, a rare event
for a retail equity fund, served
as a death knell for the fund,
the liquidation of which was
ordered four monthslater.

The events shone an uncom-
fortable light on active asset
management, exposing flaws
in fund liquidity and the cult of
the star manager.

The risk of fund liquidity
mismatches — when a fund
cannot sell assets quickly
enough to meet investor
redemption requests —
became a flash point in the
aftermath of the fund suspen-

sion, with then Bank of Eng-
land governor Mark Carney
slamming such funds as “built
onalie”.

The UK’s Financial Conduct
Authority indicated last
autumn it would look again at
daily dealing. It would also
examine the problems posed
by institutional and retail
investors owning holdings in
the same fund, as was the case
with the Woodford fund. It
floated the possibility of intro-
ducing financial penalties for
daily fund withdrawals.

Yet so far the FCA has
stopped short of banning daily
traded funds from investing in
illiquid assets. The UK could
opt to change its fund rules
after the Brexit transition, but
it does not have the power to
change the Ucits fund rules,
the EU directive that governs
most European retail funds.

Ryan Hughes of A] Bell says:
“The fact that holding
unquoted assets is still allowed
in the rules is a problem. I
accept that the regulatory
wheel turns slowly, but regula-
tors could have been more
vocal about this issue, as fail-
ure to address it leads to prob-
lems that undermine investor
confidence.”

The recent suspension of
eight daily traded UK property
funds during the coronavirus-
induced market turbulence
highlighted that the threat of
liquidity mismatches has not
gone away and is particularly
acute at times of market stress.

There are tentative signs
that market practices are
evolving. Merian Global Inves-
tors, the £15.7bn group, has
scaled back unlisted invest-
ments in its UK small and mid-
cap fund range, while Invesco
has pledged to offload
unquoted stocks from Mr
Woodford's former funds, run
until recently by Mark Bar-
nett.

But Mr Hughes says that no
fund managers have moved
away from the daily traded
fund format since there is “no
first-mover advantage” for
doing so. “This will have to be
led by theregulator,” he says.

Peter Sleep, senior portfolio
manager at Seven Investment
Management, says a lack of
progress on liquidity risk is not
the only sign that asset manag-
ers have yet to learn the full
lessons of the Woodford scan-

dal. “The industry is guilty of

many of the sins that created
the environment for Woodford
to fail,” he says.

These include the wide-
spread fixation on star manag-
ers as well as an overemphasis
on funds with high active
share, meaning that they
diverge significantly from
their benchmark, as Mr Wood-
ford’s did. This culture pushes
investors into higher risk
funds that they are not well
equipped to deal with when
things go badly, says Mr Sleep.

Efforts are under way to
improve governance stand-
ards across the fund industry.
The FCA is probing authorised
corporate directors (ACDs),
service providers tasked with
overseeing funds, over fears
they are beholden to their pay-
masters. Link Fund Sclutions,
Mr Woodford’s ACD, attracted
criticism for failing
to act sooner to protect inves-
tors in the fund.

Despite this, no concrete
action has been taken to stamp
out the conflicts of interest
lurking in the cosy relation-
ships between platforms and
fund managers — an issue
brought to light by Hargreaves
Lansdown’s promotion of Mr
Woodford’s fund in its list of
recommended investments
until the day it suspended.

Hargreaves is in the process
of revamping its recom-
mended fund list in response
to criticisms. But “best buy”
lists in general remain unregu-

Many criticise the lack of progress in fixing what led to Woodford’s demise — T montage

lated and there is little over-
sight of the criteria behind a
fund’s inclusion. “It's disap-
pointing that, 12 months on,
all of the questions posed
regarding the influence of best
buy lists as a result of the
Woodford affair remain unan-
swered,” says Mike Barrett,
consulting director at research
company the Lang Cat.
Investors will have to wait
for the conclusion of the FCA's
investigation into Woodford
Investment Management and
its ACD for explanations of
what went wrong in the run-up
to Equity Income’s suspension.
But questions remain about
the FCA's role and why it did
not intervene sooner despite
warnings of liquidity prob-
lems. “The FCA waited for the
accident to happen rather than
recognising there was an issue
before,” says Lord Myners.
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‘No place to
hide'in cris
says Canac
pension ch

INTERVIEW

Machin expects low returns

but backs private equity

and emerging markets

JENNIFER THOMPSON

he Canada Pension Plan

Investment Board, one of

the world’s biggest

retirement funds,

entered the crisis in
decent shape.

With assets of C$%409.6bn
($297.6bn) at the end of March itis far
smaller than mega-groups such as
BlackRock and Vanguard but unlike
commercial businesses it can rely on
steady inflows quarter to quarter
from the millions of Canadian work-
erswho are compelled to saveinto the
fund.

The body manages the investments
of the Canada Pension Plan, a key
plank of the country’s retirement
savings system with more than 20
million contributors and beneficiar-
ies that has been lauded by policy-
makers.

But as with all groups CPPIB is
entering uncharted waters. “We do
depend to some extent on inflows,”
says Mark Machin, chief executive of
the CPPIB, who is British.

Despite the immediate impact of
Covid-19 on financial markets, Mr
Machin sounds relatively relaxed.

“The strategy of diversifying
around the world is paying off,” he
says, even though the group made a
netreturn of 3.1 per centin the year to
March, down from 8.95 per cent for
the prior financial year.

At the time of publication, Canada
had 6,982 confirmed Covid-19 deaths
according to the Johns Hopkins Coro-
navirus Resource Center. This stands
in stark contrast to the US, which hit
100,000 deaths last week. But the
outgoing governor of the Bank of Can-
ada, Stephen Poloz, recently warned
that the country is “dealing with
unparalleled uncertainty”.

Mr Machin expected lower returns
even before the virus struck, calling
the prospect of double-digit returns
year on year “too optimistic”. He says

FACE TO FACE MARK MACHIN

Tony Healey/FT

cv

Born 1966 Chester, UK

Total Pay C55.88m

Education

1984-87 BA in physiological
sciences, Oxford university
1988-20 MB BChir, Cambridge
university

Career

1990-21 Practises medicine
1991-2012 Goldman Sachs, various
roles including vice-chairman of
Asia ex-Japan

2012 to present CPPIB, various
roles including president and chief

execufive

his views have not changed, but the
group is not rushing to make big
changes to its allocations in response
tothe crisis.

The independent CPPIB, in com-
mon with other Canadian pension
funds, isknown for being a proponent
of “direct” investment, in which it
bypasses intermediaries to make
deals or buyouts of its own. Private
equity is a large focus: just under a
quarter of its portfolio is invested in
the asset class. Like other Canadian
groups, it is also known for its focus
on so-called real assets: airports,
office blocks and energy projects as
opposed to complex derivatives,
which accounted for about a fifth of
assets at the end of March.

CPPIB’s portfolio includes stakes in
UK mega-shopping centres Westfield
Stratford City and Birmingham’s
Bullring & Grand Central, aswellasa
50 per cent stake in Ontario’s High-
way 407, a toll road. Those bets —
made for good reasons such as hedg-
ing against inflation and providing

steady returns for pensioners — look
less certain now.

Across the industry, commercial
property valuations have taken a hit
in expectation of the coming reces-
sion with uncertainty over demand
from retail and office tenants. But Mr
Machin says demand for private
equity has notgoneaway.

“When the history books are writ-
ten this [won't be] a surprise,” he says
of the pandemic. “China was shut
down at the time of Davos, but people
didn’t believe economies would be
shut down. That’s the surprise.” He
adds: “The central banks and govern-
ments have moved with huge speed
and huge size — that's really damp-
ened the blow in the financial mar-
kets. The question is how long will
this continue?” Mr Machin is better
placed than most to follow the minu-
tiae of medical developments, having
trained as a doctor before switching
to banking and a career at Goldman
Sachs.

“I was always interested in how the

Canada Pension Plan
Investment Board

Established 1997

Assets C5409.6bn

Headquarters Toronio

Employees 1,824

Ownership Independent body

human body works,” he says. “I'm
amazed at how people have little curi-
osity over what they are. That was an
easy choice.”

He practised medicine in a hospital
for a year before considering other
careers. “The possibilities of the
world I became more aware of,” he
says. - Who owns this building,
where’s the capital? It seemed a mas-
sive hole in my understanding of the
world.”

Being used to working “ridiculous
hours” helped him make the shift to
banking, he says. Initially based in
London, he went to Hong Kong in the
early 1990s just as the country’s capi-
tal markets opened up. It was there he
was recruited to run CPP’s Asian busi-
ness in 2012, before taking the top job
four yearsago.

Under his watch CPPIB has built its
exposure to emerging economies and
China in particular in the hunt for
juicier returns.

Last year it revealed plans to
increase its exposure to Asia’s biggest
economy and allocate up to 20 per
cent of its assets to the country by
2025. Overall, it plans to allocate up
to a third of assets to emerging mar-
kets, including China, over the same
period; goals that Mr Machin says are
unchanged. India is another market it
has marked out as particularly prom-
ising, having opened an office in
Mumbai five years ago. China is good
for those seeking alpha — its ineffi-
ciencies suit “patient, fundamental
investors” but he warns there is still
“noplace to hide” in the crisis.

One bright spot, he adds, is tech-
nology, with the health crisis spurring
the development and uptake of
things such as grocery delivery and
online education. CPPIB opened an
office in San Francisco last year, its
second in the US after New York,
bringing it closer to Silicon Valley. “All
of these things have accelerated in
adoption,” he says.
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Threat of negative rates hangs over

THE BIG PICTURE

$4.8tn US money fund industry

Thin margins and fee waivers jeopardise profitability as pandemic crisis hits home, writes Chris Flood

8 president Donald
Trump’s view that the
country should accept
the “gift” of negative
interest rates would be
hugely damaging for the country’s
$4.8tn money market funds sector.

Mr Trump believes that the US suf-
fers a competitive disadvantage
against nations that have more
aggressively pursued unconventional
monetary policies to support their
economies.

So far, his exhortations have failed
to influence Jay Powell, the chairman
of the Federal Reserve, who is
staunchly opposed to cutting US
interest rates below zero. Even so,
derivative markets are already pric-
ing in an unprecedented drop into
negative territory for interest rates.

Yields across the US money market
fund sector have already tumbled
towards zero from about 1.5 per cent
at the start of this year. Some inves-
tors fear negative rates could spark a
disruptive exodus from this vital
funding channel for businesses across
the coronavirus-stricken American
economy.

TIAA-CREF, one of the largest US
providers of financial services,
warned this month that “returns
could go negative” on its money mar-

ket funds. It has decided to waive fees
on money funds until the end of the
year to help avoid negative returns
for investors. But the company also
warned that any waived fees would
be “subject to possible recovery” in
2021 if yields on its money funds

Daniel Wiener, a US financial plan-
ner, said TIAA's disclosure of a fee
clawback mechanism was “shocking”
and warned that other asset manag-
ers also held similar contractual
rights that were not widely appreci-
ated byretail investors.

“TIAA investors should begin look-
ing for a better alternative,” he said.

That task is becoming more diffi-
cult as 360 US money funds with
assets of $923bn yielded zero orjust 1
basis point, or 0.01 per cent, by mid-
May, according to Crane, a data pro-
vider. It estimates zero rates will
spread to about 40 per cent of US
money fund assets.

The growing prevalence of zero
yields means fee waivers have also
become more common.

Asset managers historically earned
wafer thin margins on money funds.
Sothe combination of fee waivers and
negative rates presents a toxic threat
to the profitability of a sector that
accounts for about 14 per cent of the

US mutual fund industry’s total
assets.

Across the US, disruption caused
by the coronavirus pandemic has led
to companies hoarding as much cash
as possible. US money fund assets
have increased from $3.6tn at the
start of the year to $4.8tn.

Peter Crane, founder of the Crane
consultancy, suggests uncertainty
around the progress of the coronavi-
rus pandemic has led to a fundamen-

tal shift in demand for cash among
individuals, companies and institu-
tions.

“No cash war chest is big enough for
coronavirus. Everybody has to plan
for operating for two months, three
months, six months, two years with
no revenue coming in, with no cash
comingin,” he says.

This shift in demand for cash per-
suades Mr Crane that negative rates
will not lead to dramatic outflows

Sharp divide Top economists split on policy

Leading economists are divided
over whether the US should adopt
negative interest rates.

Kenneth Rogoff, professor of
economics and public policy at
Harvard University, believes
negative rates should be combined
with measures to preclude large
scale cash-hoarding by financial
companies and pension funds.

This policy combination would
prove highly problematic for
money funds but Mr Rogoff is
certain it would have wider
economic benefits.

“If done correctly, negative rates

would operate similarly to normal
monetary policy, boosting
aggregate demand and raising
employment” he says.

Torsten Slok, chief economist at
Deutsche Bank Securities,
disagrees. He warns that negative
rates will increase the risk of an
exodus where money is suddenly
withdrawn and “stuffed info
mattresses” to avoid the costs of
holding cash in an account.

“The bottom line is that a
negative Fed funds rate in the US
is not the right response to this
shock,” says Mr Slok.

from money market funds. “I don’t
think it’s going out anytime soon.
[Companies] shouldn’t just have a
couple of days of spending money in
the kitty. You better have a couple of
months. And who knows? Maybe
even a couple of years,” he says.

US managers have also tried to
draw lessons from the experience of
Europe where interest rates dropped
below zero in 2015 and have since
moved deeper into negative territory.

Alastair Sewell, a senior director at
Fitch Ratings, says investors with-
drew money from euro money funds
just before and after the advent of
negative yields.

“Subsequently, a few months later,
these funds began seeing inflows
again. Investors eventually returned
despite the negative yields after find-
ing an inadequate supply of suitable
alternatives,” says Mr Sewell.

US money funds, however, have
already demonstrated their alarming
vulnerability to mass redemptions.

Investors pulled more than $300bn
from the sector in 2008 after the
Reserve Primary fund “broke the
buck” following the implosion of Leh-
man Brothers. The Fed was forced to
intervene with emergency support
measures to stem the bleeding and
implemented rule changes in 2016 to
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THE BIG PICTURE

Top 10 largest money market fund managers
Assets under management ($bn)

o]

Fidelity
JPMorgan
Vanguard
BlackRock
Federated
Goldman Sachs
Morgan Stanley
Charles Schwab
BNY Mellon
Wells Fargo

Source: Crane Data
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US money funds
have already
demonstrated their
alarming
vulnerability to mass
redemptions — s

prevent a repeat of these problems.
But severe difficulties erupted again
in March when investors pulled
$160bn from prime money market
funds that invest in short-term secu-
rities including commercial paper
and certificates of deposits as the
coronavirus outbreakled to a surge in
demand for cash.

Large redemption orders from
prime money funds forced BNY Mel-
lon and Goldman Sachs to use a new
emergency lending facility estab-
lished by the Fed to swap commercial
paper held in prime funds for cash.
Bank of New York Mellon swapped
$1.2bn in assets from its Dreyfus Cash
Management fund as it faced
redemption orders for $6bn — equiv-
alent to about half its assets — in asin-
gle week. Goldman Sachs similarly
swapped assets of $1.9bn for cash to
meet redemption orders from the
Square Money Market and Square
Prime Obligations funds on March 17.

With severe stresses continuing to
affect financial markets on the fol-
lowing day, the Fed announced the
creation of a new support facility to
help money funds meet redemption
requests and to support the flow of
credit to the wider economy.

The Fed’s new lending facility for
money funds made loans worth just
$39.4bn by mid-May but it appears to
have achieved its goals in calming the
market. Prime funds have since
regained all the assets lost during
March but some stresses remain.

Northern Trust announced in May
that it was closing its Prime Obliga-
tions Portfolio fund after intense vol-
atility caused by the coronavirus pan-
demic led to investor withdrawals of
more than $2bn.

Neal Epstein, a senior analyst at
Moody’s in New York, says the prob-
lems in March resurrected old con-

“Credit sensitive funds experience
outflows and sharp net asset value
declines, which spurred [fresh] regu-
latory intervention in spite of the
reforms implemented in 2016 to fore-

stall such circumstances,” says Mr

Epstein.

Moody’s downgraded its outlook
on the global money market fund
industry on March 18 from stable to

negative.

"We expect that
regulators will open the
question of prime fund
liquidity and [financial
market] stability risks’

The Fed’s new facility is due to last
until September 30 but can be
extended if required, raising the pos-
sibility that the central bank could
find itself providing long-term sup-
port formoney funds.

The latest problems are expected
to prompt fresh scrutiny from regula-
tors about the role of money funds as
partof the shadow banking sector.

“We expect that regulators will
once again open the question of
prime fund liquidity and [financial
market] stability risks,” says Mr
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OPINION

Work and retirement will sut

LAST WORD

eoplelike me are invited to
the best houses once, and
generally only once. At
dinner, when comfortable
opinions and comic stories
are traded, I announce to the room:
“Nobody here has as much for retire-
ment as they think they do.” ThenI go
on and on about how it is arithmeti-
cally impossible, let alone physically
impossible, for a third of the popula-
tion to be “rich” high consumers, at
the expense of working people or for-
eigners. Who wants to hear that at
their own table?

In the past couple weeks, though,
post-pandemic declinism has become
a respectable industry. People won-
derif their insurers and pension plans
are already bankrupt. How to be a
portfolio manager, if there is nothing
to manage?

‘We are not there, yet. Among the
problems with cable and satellite
news is the power of the visuals,
which, have got ahead of reality.
Many more people are dead of Cov-
id-19 than has been officially
reported, but there are still too many
old people with annuities and under-
written healthcare relative to the
resources available to keep the insti-
tutions going.

As an accountant friend of mine
says: “It’s good for our solvency when
old people die quickly. But not

Now is the time to plan a brighter future for fund management

VIEWPOINT
Chris
Cummings

arkets have been

calmer in recent

weeks, but many indi-

cators in March when

coronavirus fears hit
global markets were eerily familiar to
a decade ago during the financial cri-
sis. In every crisis, there is a natural
instinct to grasp for causes and to pin-
point culprits.

In 2008, it was the banks that were
caught in the crosshairs and a wave of
regulation swiftly followed, which
spread toinvestment management. A
decade on, some commentators have
been quick to ask whether coronavi-
rus exposes the industry as a systemic

X .

The world’s children are the only source of future income for all of us — jequin sermientararprGerty

enough people are living less long.”
Got that? There is still too much
future income that has been prom-
ised to too many people who have
not been killed off by Covid-19. In
rich countries, I mean. People in
poor countries have no illusions

Fewer workers equals less
production, which leads
to lower profits and
Interest payments

risk to the proper functioning of the
financial system because of the scale
of what the mdustry does.

This is clearly a crisis triggered by a
viral infection and government
action is necessary to tackle it. It is
not today, nor was it 50 days ago, a
failure in financial services.

In fact to date, the investment
industry has shown itself to be
remarlkably resilient, as it was during
the global financial crisis. We have
seen some fund suspensions in the
commercial property sector, trig-
gered by uncertainty over valuations.
While suspension is by no means
ideal, the right circuit breakers —
designed to protect savers — kicked in
as they were supposed to.

Meanwhile, the UK investment
industry has just successfully man-
aged the mammoth transition to a
largely virtual operating environ-
mentin a matter of days.

However, resilience must not be

about how they are screwed if they
getsickorold.

We now have some earnings
reports for US life insurance compa-
nies for the first quarter of the year,
which include some “normal” weeks.
MetLife beat earnings expectations,
thanks in part to $4.2bn of deriva-
tives gains that offset some of the
investment portfolio losses and extra
outflows due to Covid-19.

Some companies did relatively
worse in the first quarter. Prudential,
which has a larger-than-industry-

confused with complacency. The
extraordinarily difficult conditions of
March underlined the importance of
ensuring effective capital markets
and the need to be thoughtful about
theright policy and regulatory tools.

Against this backdrop, our
approach isnotto revisit the battles of
the past but to look ahead to the ways
in which the industry can best serve
its customers, secure the safety of
staff, support our communities, and
provide the capital the UK and other
economies will sorely need in the
months and years to come.

Our immediate focus is on the fun-
damental and urgent problems this
crisis has exposed. Our economy will
recover if investors support compa-
nies, large and small. As we all saw
during the global financial crisis,
when banks become more con-
strained in their ability to lend, the
investment industry can take along-
term view, funding companies on the

average equity position for variable
annuities, had underperforming
earnings. Hey, there are times when
you eat the bear and others when the
bear eats you. It seems unlikely that
MetLife can have a continuing busi-
ness of beating chumps out of their
derivatives bets.

Enough balanced news. Business is
unremittingly bad when it comes to
the continuing healthcare costs of
Covid-19. One trustee of a large health
plan tells me: “The expense of being
sick is increasing, and morbidity is

road back to growth. More than ever
before, our industry will have an
opportunity to show that we invest in
a sustainable way that prioritises
companies that take seriously good
governance, environmental concerns
— and especially those that recognise
their social duties.

This takes us to regulation and the
attitude towards market-based
finance since the 2008 financial cri-
sis. The role of regulation should be to
support the effective deployment of
risk capital, while providing strong
protection to customers and ensuring
theintegrity of markets.

Today, with the effects of the pan-
demic so obvious, the focus must be
on achieving a prompt response that
underpins a return to long-term
growth and one founded on princi-
ples that promote sustainability and
responsible business practices.

Aswenavigate the challenges of the
months ahead, the industry is already

ter crisis disruption

worse. Many of the Covid-19 ‘survi-
vors’ will be in trouble for the rest of
their lives. At the same time our lia-
bilities are increasing faster, our
assets are declining in value.”

There is a way around the immedi-
ate financial costs of continuing care
of Covid-19 victims: enlist a wife,
daughter, mother or girlfriend to do
the brow-mopping and floor-clean-
ing. Lest we spend too much time
thinking about the performance anx-
iety of portfolio managers, keepatthe
top of your mind that the pandemicis
a crushing, decades-long tax on
women. They know that, so keep
thanking them.

What can women do to offset the
increase in their unpaid menial
labour? Stop having children. In
order that all the husbands and sons
can make it through many nights of
illness, the present drought of child-
bearingin the more prosperous coun-
tries can only get worse.

Since the world’s children are the
only source of future income for all of
us, that is the worst consequence of
Covid-19. In the past, after wars, there
has usually been an increase in baby
making. That is not in sight for the
present disaster.

In the US, as in other rich countries,
the decline in native population fer-
tility rates has a far bigger impact on
the size of the future labour force
than liberal or populist immigration
policies. Fewer workers equals less
production, which leads to lower
profits and interest payments.

You want to succeed as an investor?
Wear a mask, help someone for no
reason and thank awoman.

working hand in glove with policy-
makers and regulators to build an
environment fit for the future.

We know there are opportunities to
deliver new approaches that will give
investors more reasons for confi-
dence, freeing up pension funds to
bolster economic recovery. For exam-
ple, on fund liquidity and illiquid
assets, the Investment Association
has been working on proposals for a
new long-term fund structure to help
unlock different ways to support
future economic growth in the UK.

The height of a pandemic may
seem an odd time to plan for the
future but it is at moments like these
when the policymakers, regulators
and the industry can set a clear
course. We owe that to the millions of
savers and investors who depend on
us more than ever.

Chris Cummings is chief executive of the
Investment Association




