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Markets rattled by push for Russian
crude ban as refugee crisis mounts

e Berlin resists bid to bar imports & Brent touches $139 before falling back to $120 e Putin seeks to enlist Syrian fighters

NAOMI ROVNICK AND
NEIL HUME — LONDON
HUDSON LOCKETT — HONG KONG

Oil and natural gas prices see-sawed
yesterday after a US push to ban Russian
crude faced German resistance, leaving
markets rattled by the threat of energy
sanctions cascading through the global
economy.

On an extraordinary day of trading
volatility, the international benchmark
Brent crude surged to a high of $139 —a
level last seen 14 years ago — before fall-
ingback to around $120.

The spike came after Joe Biden’s
administration signalled it was opentoa
freeze on Russian imports, setting aside
reservations over the hit to consumers.
But the cost of crude fell after Olaf
Scholz, German chancellor, expressed
reluctance to restrict trade of “essential
importance” to Europe’s economy.

Natural gas prices were also roiled by
the debate, climbing as high as €345 a
megawatt hour before slipping back to
trade at about €214. A year ago, natural
gaswas trading at €16.

With concern rising over the humani-
tarian crisis in Ukraine, Biden hosted a
two-hour call with the leaders of France,
Germany and the UK to raise pressure
on Vladimir Putin, Russia’s president,
and co-ordinate aresponse.

The discussions followed another day
of grinding battle in Ukraine, where
Russian forces continued to bombard
frontline cities while attempting to
address the severe logistical issues that
have hampered their ground offensives,
particularly in the north.

A senior US defence official said
nearly 100 per cent of the Russian
troops massed on Ukraine’s borders had
moved into the country and that Putin
was trying to bring foreign fighters,
including from Syria, to Ukraine to
bolster his forces.

Even before Russia invaded Ukraine
last month, stockpiles of many com-
modities were running low as the global
economy began to throw off the

A woman and child fleeing Ukraine
arrive at the border in Medyka,
Poland, yesterday — Visar Kryeziu/AP

constraints of coronavirus lockdowns.
The Ukraine war has deepened con-
cerns over asupply crunch.

“Global oil markets are in the throes
of the biggest crisis for decades,” said
Ehsan Khoman, head of emerging mar-
kets research for Emea at MUFG. “Oil’s
rally will accelerate inflation, rates will

go much higher, financial conditions
will tighten significantly, consumers will
be squeezed and corporate activity will
be jolted. Recessionary territory is on
the horizon.”

Yesterday’s volatility spread across
commodity markets. In one of the most
extraordinary moves ever seen on the
London Metal Exchange, the bench-
mark nickel contract surged more than
70 per cent to a 15-year high of above
$50,000 a tonne, as those holding short

positions rushed to cover their trades.
The sharp moves across markets came
after Antony Blinken, US secretary of
state, said Washington was in “very
active discussions” with European allies
over an oil ban.

Russia’s economy has been battered
by trade curbs and a corporate boycott
that has spread to all aspects of con-
sumer life, from Disney films and Ikea
furniture to spare parts for cars. But
Moscow has continued to receive strong

backing from China, which has bucked
global calls to condemn the invasion.
Wang Yi, foreign minister, defended
China’s “everlasting friendship” with
Russia and criticised the US for trying to
establish an “Indo-Pacific version of
Nato”. He reaffirmed an “unequivocal
message to the world that China and
Russia jointly oppose attempts to revive
the cold war mindset”.

Additional reporting by Erika Solomon
in Berlin and Myles McCormick in Houston

Main developments

e China defended its
friendship with Russia and
accused the US of trying to
set up an ‘Indo-Pacific Nato’
@ Details emerged of
refugee destinations, with
Tmn received by Poland and
180,000 entering Hungary

e EY said it would axe its
business in Russia, the third
Big Four firm to ditch its
operations in the country

@ A former British climate
minister has quit as chair of
EN+, the metals group
founded by Oleg Deripaska

o Derivatives market price
changes increased fears that
cover against a Russian
default might not pay out
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Orban’s Kremlin reversal
narrows election contest

The war in Ukraine has landed Viktor
Orban with an identity problem, say
observers. With a month to go before a
general election, Hungary’s prime
minister has been forced to denounce
Russia after promoting close ties for
decades. The opposition is keen o
capitalise on the U-turn. It knows that
older voters who lived under Soviet
domination until the collapse of
communism in 1989 remain very
sensitive to threats from the east.
Russia stance rethought » PAGE 3

Kyiv rejects Putin’s proposal for
"humanitarian corridors’ to Russia

GUY CHAZAN AND JOHN REED — LVIV

Ukraine and the west poured scorn on
Vladimir Putin’s proposal for so-called
humanitarian corridors out of front-
line cities yesterday, describing it as a
cynical offer as Moscow’s armed forces
continued to bombard urban areas.

Russia offered to suspend attacks on
Kharkiv, Kyiv, Sumy and Mariupol but
most transport corridors out of the cit-
ies led to Russia. Moscow claimed its
offer followed “a personal request” from
Emmanuel Macron, but the French
president condemned it as “moral and
political cynicism” and said he had
failed to persuade Putin of the need for a
ceasefire. Ukrainian officials said bomb-
ing continued after the supposed cease-
fire time despite the offer.

Iryna Vereschchuk, Ukraine’s minis-
ter for reintegration, urged Russia to

“stop manipulating” world leaders and
open genuine routes for safe passage.

Macron discussed the humanitarian
crisis with his German, US and British
counterparts yesterday. Berlin said they
had agreed that the protection of civil-
ians was their “utmost priority” as they
again called on Russia to “immediately
end its attack on Ukraine”.

Several proposals for a ceasefire have
failed to take hold since the weekend,
highlighting the seemingly irreconcila-
ble distance between Ukraine’s and Rus-
sia’s positions as they entered a fourth
round of ceasefire talks in Belarus.

During 12 days of war, Russian forces
have targeted civilian infrastructure in
crowded cities, hitting schools, hospitals
and residential buildings.

Foreign defence analysts said that in
offering to evacuate Ukrainian cities,
Russia could be exploiting humanitarian

issues to distract diplomatic partners.

Civilian protests against Russian rule
in cities such as Kherson have under-
lined the extraordinary challenges Rus-
sia faces in occupying Ukraine’s urban
areas. Valery Zaluzhny, commander-in-
chief of Ukraine’s armed forces, said:
“No matter how many miles the enemy
has advanced into our territory, he won’t
beabletoholdit.”

Andriy Kluchko, who lives in Kharkiv,
said: “Of those who areleft . . . nooneis
going to want to go to Russia.”

Solomiia Bobrovska, MP for Ukraine’s
opposition Holos party, dismissed the
humanitarian corridor idea as “bull-
shit” designed for Russian TV. “Nobody
wants to evacuate to Russia and Belarus
because they are killing Ukrainians.”

Additional reporting by Erika Solomon
in Berlin
Corridor publicity stunt page 2
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WAR IN UKRAINE

Moscow accused of corridor publicity stunt

Kremlin trying to present image of liberator by accepting Ukrainian refugees in Russia or Belarus, say officials

JOHN REED AND GUY CHAZAN — LVIV

The phrase “humanitarian corridors”
has been little more than a euphemism
to many Ukrainians in recent days, as
they found themselves running into
more fear and terrifying dead ends.

Over the weekend thousands of resi-
dents in Mariupol and Volnovakha who
boarded buses to flee Russian forces
twice had to return to dark, freezing
basements and shelled-out houses. The
International Committee of the Red
Cross said both sides had failed to make
a “concrete, actionable, and precise”
evacuation plan.

Then Moscow’s announcement yes-
terday that it would authorise more
“corridors” from Kyiv, Mariupol and
Kharkiv, as well as Sumy in north-east
Ukraine, was met with anger among
Ukrainians when it emerged that pro-

Alliance

US pursues
‘every option’
on sanctions

DANIEL DOMBEY — MADRID

The US is considering every available
sanction on Russia, a top diplomat said,
even as Washington struggles to win
round its allies to an oil embargo on
Moscow.

“There is nothing that is off the table;
every option is being considered,”
Wendy Sherman, deputy US secretary
of state, told a press meeting in Madrid
yesterday. “I expect we will have addi-
tional announcements in coming days.”

US secretary of state Antony Blinken,
Sherman’s immediate superior, said at
the weekend that Washington was in
“very active discussions” with its Euro-
pean partners about banning Russian
oilimports.

But yesterday Olaf Scholz, German
chancellor, rejected a European
embargo, saying he preferred to focus
on “sustainable” pressure on Moscow
that would not impose too heavy a bur-
den on Germans. “The German govern-
ment has been working hard for months
with its partners within the EU and
beyond to develop alternatives to Rus-
sian energy. However, this cannot be
done overnight,” Scholz said.

Asked about Scholz’s comments,
Sherman said: “We are doing what we
do, which is to co-ordinate and see what
is possible. We have not been com-
pletely identical on all of the sanctions
... but we have all reached a threshold
that is necessary to impose the severe
costs that we have all agreed to on [Rus-
sian president Vladimir] Putin.”

Senior US lawmakers plan to intro-
duce bipartisan legislation banning US
energy imports from Russia and Belarus
and suspending normal trade relations
with both countries.

In a joint statement, the top Demo-
crats and Republicans on the trade com-
mittees of both the House of Represent-
atives and the Senate said they had all
agreed on a “legislative path forward” to
“send a clear message to Putin that his
war isunacceptable”.

Suspending normal trade relations
with Russia and Belarus would allow
Washington to increase tariffs on US
imports from both countries.

posed destinations included cities in
western Russia and Belarus.

“It’s despicable and cynical in the
extreme,” said Vadym Boichenko, Mar-
iupol’s mayor. “People don’t want to go
to Russia, they want to stay in their
homeland, Ukraine. No one wants to
leave.”

Ukrainian leaders described Mos-
cow’s initiative as a publicity stunt
designed to produce footage of Russia
helping desperate people and to support
Vladimir Putin’s propaganda about
“denazifying” Ukraine and “liberating”
itfrom its elected government.

Ukrainian officials and foreign
defence analysts said Russia has used
the concept of “humanitarian corri-
dors” to distract diplomatic partners
and exploit war victims as propaganda
tools in previous conflicts. It did so dur-
ing the war in the eastern Ukrainian

region of Donbas in 2014-2015, and in
Syria, where Russia’s bombing cam-
paign helped Bashar al-Assad’s regime
crushrebels.

French president Emmanuel Macron,
who spoke to Putin for nearly two hours
on Sunday, dismissed Russia’s proposal
as “moral and political cynicism.”

Separately humanitarian officials
have accused Russia of targeting people
during evacuations. Human Rights
Watch said Russian forces killed civil-
ians in a “reckless” attack during an
evacuation of Irpin near Kyiv on Sun-
day, where Ukrainian officials said eight
civilians died.

Boichenko said that on Saturday and
Sunday, shortly after authorities had
arranged buses to transport thousands
of people out of Mariupol, “the shelling
resumed”, sending civilians back to
their bomb shelters.

Yesterday he said Russian forces had
entered villages they controlled on the
outskirts of Mariupol and forced their
inhabitants at gunpoint to evacuate to
Russia. “They said move to Russia or
we’ll shoot you,” he claimed. He added

‘It's despicable and cynical.
People don’t want to

go to Russia, they want

to stay in their homeland’

that one elderly woman was forced by
Russian soldiers to walk 27km to terri-
tory controlled by pro-Russian separa-
tists. These claims could not be inde-
pendently verified.

Emile Hokayem, Middle East analyst
for the International Institute for Strate-
gic Studies, said negotiations on human-

itarian issues during the war in Syria
were “part and parcel of the military
campaign, designed to help advance
Russia’s armed efforts”.

“Moscow used humanitarian discus-
sions to divide its rivals, create a narra-
tive of diplomacy that it itself consist-
ently undermined, and entangled the
US and the UN in never-ending discus-
sions and processes that they — the US
and UN — valued more than Russia ever
did,” he said.

Russia and the Assad regime used
humanitarian dialogue as a “tool of war”
which the western powers and the UN
were in effect forced to accept because
they did not want to intervene,
Hokayem said.

Russia yesterday proposed two
escape routes from Mariupol — one east
to the Russian city of Rostov, and the
other to Zaporizhzhia in western

Ukraine, where the pro-Kyiv population
has been seeking refuge. One analyst
said he believed Moscow was looking to
alter the demographics of cities coming
under his control.

Putin “wants general displacement”,
said Hugo Slim, senior fellow at Black-
friars Hall, Oxford university, and a
humanitarian specialist. “He wants dis-
persal of democratically minded people
tothe west.”

Solomiia Bobrovska, an MP with
Ukraine’s opposition Holos party, said
Russia’s desire for propaganda lay
behind its offer. “They are doing this
specifically to make pictures,” she said.
“They frighten people, and then take
photos to say ‘Look, we are giving peo-
plebread’”

Additional reporting by John Paul Rath-
bone in London, Erika Solomon in Berlin,
and Victor Mallet in Paris

Defending Kyiv

People’s army: civilians receive weapons training in Lviv yesterday. In a poll, 82% of Ukrainians say they are confident in their ability to repel Russia’s offensive —semat Armangue/ap

Fears grow Kremlin will order repression to break resistance

JOHN PAUL RATHBONE — LONDON
DEMETRI SEVASTOPULO — WASHINGTON
HENRY FOY — BRUSSELS

Russian troops are facing stiff Ukrain-
ian resistance around Kyiv and civilian
protests in towns captured in the
south, raising the stakes for the Krem-
lin and increasing fears about the
repressive tactics Moscow might use to
achieve its objectives.

Asthe invasion entered its 12th day yes-
terday, Ukrainian forces stood their
ground around Kyiv and launched
counter-attacks, frustrating Russian
attempts to encircle the capital.

“We have been very impressed with
the courage and the capability of the
Ukrainian armed forces and the people,
to be honest, and the extent to which
they have, for more than a week now,
halted what is a far superior military
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machine,” said a senior European
defence official.

To the south, where Russia has nearly
completed a land bridge to Crimea,
large, unarmed crowds of civilians con-
fronted troops at the weekend in Kher-
son, the largest city Russia has captured.

Yet how long Ukrainians can resist is
the big question, analysts and western
defence officials said. Russian forces
were switching to a siege strategy that
seeks to demolish civilian infrastruc-
ture such as power stations and punish
Ukrainians for their defiance.

“Whatever problems you are hearing
about [the Russian military], we should
be very clear how the numerical and
capability advantage Russia has is
huge,” the European defence official
added.

The Pentagon said Russia had fired

600 missiles during the invasion, an
increase from 500 as of Friday, suggest-
ing an acceleration from the roughly 20
launches a day that were detected at the
end of last week.

A senior US defence official said Rus-

Artillery damage: a defence force
member patrols in Kharkiv

sia had moved 95 per cent of the forces
that had been positioned on the border
before the invasion into Ukraine. He
said there were only “limited changes
on the ground” over the past 24 hours.

The official added that Ukrainian air
space remained contested. “Both sides
have taken losses to both aircraft and
missile defence inventories,” the official
said. “We assess that both sides still pos-
sess a majority of their air defence sys-
tems and capabilities.”

Inarecentpoll, 82 per cent of Ukraini-
ans said they were confident in their
ability to repel Russia’s offensive. On
Sunday, President Volodymyr Zelensky
urged Ukrainians to “drive the Russians
out”. But the apparently stalled invasion
has raised concerns about the tactics
Moscow might use, including repressive
methods to deter insurgents and control

civilian populations after capturing
urban centres.

According to European intelligence
officials, Russia’s FSB, the KGB succes-
sor, has been charged with maintaining
political order in captured towns.

“Russian officials have been consider-
ing aggressive measures to suppress
likely protest and resistance . . .[includ-
ing] violent crowd control, repressive
detention of protest organisers and pos-
sibly public executions to deter Ukrain-
ian protesters,” a European official told
the Financial Times.

“The temptation in Moscow to turn to
terror in the vast expanses of Ukraine
will be great. Itis also a cheap and tested
method when you don’t have enough
men,” said Sergio Jaramillo, senior
adviser at the European Institute of
Peacein Brussels.

Humanitarian disaster

UN tackles ‘fastest growing refugee crisis’ since last world war

ALEXANDRA WHITE — NEW YORK
LEKE OSO ALABI — LONDON

More than 1.7mn Ukrainians have fled
the country since Russia invaded more
than a week ago in what the UN has
termed the “fastest growing refugee
crisis” since the second world war.

The number crossing into neighbouring
countries has surpassed 1.74mn, with
more than 1mn going to Poland, as the
war goes into its 12th day, the latest UN
figures have shown.

Poland has received as many as
1.03mn since the beginning of the inva-
sion, the refugee agency said yesterday.
About 180,000 have entered Hungary
while 128,000 have gone to Slovakia.

Another 149,000 have emigrated to
Russia, which includes 96,000 from the
Donetsk and Luhansk regions, who left
between February 18 and 24.

Russia said it opened so-called
humanitarian corridors from the cities
of Kyiv, Mariupol, Kharkiv and Sumy
yesterday to evacuate Ukrainian civil-
ians to Russia.

Ukraine has dismissed the offer, and
Iryna Vereshchuk, Ukraine’s minister of
reintegration, said that Ukrainians

would not wish to be evacuated to
Russia.

The UN High Commissioner for Refu-
gees, Filippo Grandi, estimates that
4mn may flee Ukraine, adding that
Europe needs to share responsibility for
refugees “in a more structured manner”

as the continent faces a flood of Ukraini-
ans fleeing the unfolding war at home.

“Europe, in particular, has to think
very hard, very seriously about how to
share this responsibility of the response
in a more structured manner,” Grandi
told BBC Radio 4’s Today programme

Refugees: more than 1.7mn people have left Ukraine
Total arrivals from Ukraine between Feb 24 and Mar 6 2022

POLAND

European
countries

BELARUS

RUSSIA
53k

A further 96,000
went from Donetsk
and Luhansk regions
to Russia between
Feb 18-24
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yesterday. “This particular wave of refu-
gees has resources and has connec-
tions,” he added.

But he cautioned that as the war per-
sisted there might be more refugees who
“have less resources [and] do not have
connections in Europe”.

The commissioner went on to point
out that the influx of refugees without
familial connections to other parts of
Europe would necessitate a more struc-
tured response.

“There’ll be more of a responsibility
for neighbouring countries, this is
where we need a more structured sys-
tem in the EU . . . UK, and maybe fur-
ther afield — [in the] US, Canada and
other countries,” he said.

“I do hope that this in the end is the
silver lining of this crisis, that Europe
understands that any country can
become [the] recipient of large num-
bers of refugees [who] need the help of
others,” he added.
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Orban rethinks
Russia stance In
effort to boost
re-election bid

PM'’s criticism of Moscow comes as
opposition stresses his Putin links

MARTON DUNAI — BUDAPEST

Viktor Orban has long delighted in dis-
playing some of the EU’s clearest pro-
Russia credentials. Now war in Ukraine
is forcing Hungary’s prime minister to
shift his position as he tries to stay in
step with voters a month before the
country’s general election.

Orban has for a decade promoted an
“eastern opening” of close business and
political ties to Russia, while blocking
Ukraine’s Nato and EU ambitions owing
to a dispute with Kyiv over the rights of
ethnic Hungarians in the country.

But since Moscow’s invasion, Orban
has denounced Russia and shown some
solidarity with Kyiv — a tacit admission
the conflict has made his own position
more vulnerable, according to analysts
and political opponents. Many support-
ers of Orban’s Fidesz party are markedly
cooler on Russia than Orban himself.

“Fidesz had not reckoned with such a
difficult situation arising in the cam-
paign,” said Robert Laszlo, from the
think-tank Political Capital in
Budapest. “They have an
identity problem now,
which is decidedly risky
for them.”

The latest polls ahead
of the April 3 election
show Orban and Fidesz
leading by a narrow mar-
gin against an opposition
that has for the first time
united behind a single candidate,
Peter Marki-Zay. Some pollsters are
reporting a shrinking Fidesz advantage,
others a growing margin, with about a
quarter of the electorate undecided.

According to a 2019 study published
by the Tarki research institute, Hungar-
ian public opinion warmed to Russia
considerably under Orban, with sup-
port rising to its highest level since the
communist era. But in a Euronews poll
published this week, 60 per cent of
respondents said the country had grown
too close to Russia and that this now pre-
vented it from doing more for Ukraine.

Meanwhile, anecdotal evidence sug-
gests that despite years of Fidesz mes-
saging, many older voters who lived
under Soviet domination until the col-
lapse of communism in 1989 remain
sensitive to threats from the east.

“Iused to vote for Orban, but his love
of Putin always unnerved me,” said
Albert Kovacs, a retired public servant.
“It’s high time to end that love affair.
Make no mistake: the Russians have
smelled blood. I lived most of my life
under Russian influence and I am not
returning there.”

The opposition is seeking to capitalise
on Orban’s previous warmth towards
Moscow, saying the premier has left
Hungary open for “Russian spies”.
Marki-Zay has called Orban “Putin’s
poodle” and has advocated a much less
ambivalent stance towards the EU, fol-

Lethal weapons

lowing years of antagonism between
Budapestand Brussels.

The premier “first supported every-
thing Putin did, then lo and behold, he
declared Putin an aggressor,” Marki-Zay
told protesters gathered outside the
Budapest headquarters of Russia’s
International Investment Bank earlier
this week. “We demand that he stop his
policy of neither here nor there and
more Hungary once and for all in the
west, Europe, Nato.”

Orban has now backed fast-tracking
Ukraine’s EU membership and sanc-
tions against Russia. But he has said
Budapest would stand by a cheap Rus-
sian gas supply deal “aslongasIam pre-
mier” and remains opposed to Hun-
gary’s participation in military support.

Even with the Russian invasion well
under way, Orban has also defended
Paks 2, Hungary’s €12.5bn finance-and-
build agreement with Rosatom, Russia’s
state nuclear monopoly, for a new
nuclear power plant. Fidesz MEPs last
week approved a European parliament

resolution banning any co-operation
i with Rosatom, which could in
effect kill the project, only for
the premier to defend Paks

in a subsequent interview.
Meanwhile, as Fidesz
struggles to maintain its
balancing act between
Moscow and the west, dep-
uty prime minister Zsolt
Semjen signalled Ukraine
should be in the sphere of neither.
Ukraine’s sovereignty and integrity was
important for it to be “a buffer state
between the Russian empire and the
EU”, he told a campaign rally this week.

“If Ukraine was a member of Nato, we
would already have a world war on our
hands,” Semjen was quoted as saying.

Gabor Torok, an independent politi-
cal analyst, said the war was a headache
for Fidesz, because its voters “for the
firsttimein [years] . . . are divided over
akeyissue”. It would be hard for Orban
to balance preserving friendly relations
with Moscow while keeping Hungary
within the Nato and EU fold, he added.

Orban is not yet cornered politically:
his new narrative, in which he presents
Hungary’s reluctance to extend military
aid to Ukraine or admit Kyiv to Nato as
serving the cause of peace, has reso-
nated with voters, analysts say.

More than two-thirds of Hungarians
want the country to stay out of the con-
flict completely, according to the
Euronews poll — in line with Orban’s
policy. But despite Fidesz efforts to
reframe the narrative, voters remain
confused and the party is losing its sense
of direction amid the sudden change of
rhetoric, said Laszlo.

“Fidesz had pummelled the message
of ‘there will be no war, we will defend
cheap energy’ so intensely that they
have a hard time reversing it. That can
and does cause a credibility deficit.”

Hungary allows transit of
arms after premier’s U-turn

MARTON DUNAI — BUDAPEST
JAMES SHOTTER — WARSAW

Hungarian premier Viktor Orban will
allow lethal weapons to be transported
through Hungary en route to Ukraine,
provided they transit via another Nato
state before reaching the war-torn
country.

Orban had faced criticism from local
opposition and international partners
for refusing to participate in the trans-
port of weapons or allowing such ship-
ments to be routed through Hungary to
neighbouring Ukraine.

“The government authorises the
transport of military equipment and
platforms designed to deliver lethal
force . . . byland and air to another fed-
eral member state,” said a government
decree issued “in connection with the
Ukraine crisis” yesterday.

Since the Russian assault on Ukraine
began, Orban has defended his no tran-
sit policy, saying Hungary was “commit-
ted to peace” and that such transports
would expose ethnic Hungarian areas in
western Ukraine to Russian aggression.

Orban has built friendly ties with
Moscow since assuming power in 2010,

a policy that he recently reversed in
preparation for next month’s elections.

Poland’s government, which has been
working with the US to provide fighter
jets to Kyiv, yesterday announced it was
putting forward legislation that would
create an 8bn zloty ($1.7bn) fund to help
those fleeing the war in Ukraine.

More than 1.5mn have fled Ukraine
since it was invaded by Russia last
month, and Poland’s border guard said
yesterday that more than 1mn had
entered Poland.

The influx has sparked a huge
humanitarian effort in Poland, with
families taking in refugees and compa-
nies turning facilities into reception
centres.

Under the plan, the Polish govern-
ment would pay Polish families taking
in refugees about 1,200 zloty a month
for up to two months, and will also make
one-off payments of 300 zloty to each
refugee.

The plan will also give Ukrainians the
right to work in Poland for the next 18
months, with the possibility of further
extension, and also grant them access to
the country’s health and social service
systems.
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Putin
always
unnerved
me’

On the move:
refugees from
Ukraine wait
for a train to
Budapest in
Zahony,
Hungary,
yesterday. Inset,
Viktor Orban
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Conflict adds impetus to EU plans
for greater energy self-sufliciency

Bloc wants net zero emissions by 2050 but 40% of gas and quarter of crude oil still come from Russia

CAMILLA HODGSON

Energy security concerns triggered by
the war in Ukraine will boost moves
towards energy self-sufficiency and
clean power as Europe seeks to end its
reliance on Russian fossil fuels, say cli-
mate envoys and policy experts.

Just over a week into the invasion,
European leaders have vowed to wean
the continent rapidly off Russian gas,
and the International Energy Agency
has urged the EU not to sign new supply
agreements as part of a 10-point plan.

“Ending our dependency on Russian
fossil fuels, and on fossil fuels in general,
is essential,” Barbara Pompili, France’s
minister for ecological transition, said
late last week.

This followed a warning from Kadri
Simson, EU energy commissioner, that
the conflict had made it “painfully clear
that we cannot afford to leave to any
third country the power to destabilise
our energy markets or influence our
energy choices”.

As governments struggle to shield
consumers from high energy prices, the
need for reform of supply and distribu-
tion has become starkly apparent to pol-
icymakers.

The European Commission is due to
present its updated energy strategy and
is expected to stress the need to boost
renewable sources. It is also expected to
address the need for greater intercon-
nectivity of electricity grids within the
blocand Ukraine.

The response to the crisis was likely to
reorient energy geopolitics, by driving
“the deglobalisation of the global energy
system”, said Lord Adair Turner, senior
fellow at the Institute for New Economic
Thinking. He noted not all countries
had fossil fuel reserves but all could gen-
erate solar and wind power.

Europe is committed to cutting its
greenhouse gas emissions by at least 55
per cent by 2030, and to reach net zero
emissions by 2050, in the effort to curb
global warming.

But for now, it remains reliant on oil
and gas, with Russia providing nearly 40
per cent of EU gas and more than 25 per
centofits crude oil.

The race to end this dependence will
require boosting imports from nations
such as the US and Qatar in the short
term, and is likely to result in more
domestic coal-fired power generation
and fossil fuel production until further
renewable sources are developed.

Germany has stepped up its goal to
fulfil all its energy needs from renewa-
ble sources by 2035, compared with a
previous aim to abandon fossil fuels
“well before 2040”, but at the same time
decided to “rapidly” build two new ter-
minals to receive gas imports.

However, the desire to be more self-
sufficient, combined with the lowered
cost of renewables and ambitious
national climate targets, should trigger
a ramp-up in domestic clean energy,
analysts said.

It was “clear that the dependence on
fossil fuels is economically damaging
and adds to insecurity”, said Bob Ward,
policy and communications director at
the Grantham Research Institute on Cli-
mate Change and the Environment. “It
would be a perverse logic that would
lead you to conclude that the answer
now is to invest in more.” Climate and
security issues were “pointing in the
same direction”, he added.

-

Fossil fuelled: Emergency talks about reforming ‘Itis clear
homes stand Europe’s energy system followed the

close to the release of a UNreportlast week that out- that the
Grosskrotzen- lined the extent of the destruction

burg coal-fired caused by climate change if countries depend:ence
power station did not rapidly cut emissions and pre- OIl fossil

near Frankfurt pare for the inevitable. fuels is

in Germany
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“The security question could be an
incredibly important moment to align
our climate and our energy future,” said
Jennifer Layke, global director of the
energy programme at the World
Resources Institute.

damaging

and adds to

insecurity’
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“The crisis is going to call into ques-
tion the wisdom of a system that relies
on natural gas as the transition fuel”
because the “risk equation” was “shift-
ing”, sheadded.

Analysts said it was crucial that short-
term measures to shore up Europe’s
energy supplies did not prolong the use
of polluting fuels, given that new extrac-
tion infrastructure has a lifetime meas-
uredin decades.

The American Petroleum Institute,
which has lobbied against climate
action, said the crisis demonstrated
“how important natural gas and oil are
and will continue to be”.

The industry found unlikely support
from Tesla’s Elon Musk, who cited
“extraordinary times” in a tweet: “Hate
to say it, but we need to increase oil &
gasoutputimmediately.”

Turner said policymakers would have
to “guard against the danger” of locking
in new fossil fuel production “without
being so completely purist that we don’t
recognise that there is a security of sup-
plyissuein the short term”.

Anuptick in European coal-fired gen-
eration may occur in the short term,
despite the pledge made at last year’s
COP26 climate summit by countries
worldwide to “phase down” its use. But
Samantha Gross, director of the Energy
Security and Climate Initiative at The
Brookings Institution, said it was “diffi-
cult to imagine” a more sustained resur-
gence of coal.

The response to the shifting geopoli-

tics from China, the world’s biggest
emitter with a heavy reliance on coal, oil
and gas, remains unclear. Russia’s
southern neighbour, Mongolia, agreed
last week to build a gas pipeline that will
deliver 50bn cubic meters of fuel a year
to China.

Japan, which relies heavily on Russian
energy imports, has also been less defin-
itive than Europe about cutting ties. S&P
Global last week noted the “mounting”
pressure on Japanese companies to
review their deals with Russia following
oil major Shell’s withdrawal from the
Sakhalin-2 gas project.

Obtaining fuel is not the only threat to
energy security: electricity networks
must be resilient to power cuts that
would disrupt communication and criti-
cal services.

An economic slowdown as a result of
the conflict, combined with high energy
prices reducing consumption, may lead
to fewer emissions, as occurred during
the Covid-19 pandemic. But that could
be followed similarly by an economic
and emissions rebound, while the
destruction of industrial sites during the
conflict could release toxic fumes into
the environment.

Europe’s energy crisis had shown that
the transition to green energy had been
too slow, said Jason Bordoff, co-found-
ing dean of the Columbia Climate
School.

“This conflict is bringing into sharp
relief the disconnect between climate
ambition and climate reality today.”

Diplomatic ties
Beljing rejects
return to cold
war and lauds
‘everlasting
friendship’

EDWARD WHITE — SEOUL

China has defended its “everlasting
friendship” with Russia and slammed
the US for trying to establish an “Indo-
Pacific version of Nato”, bucking inter-
national calls to condemn Vladimir
Putin’s invasion of Ukraine.

Wang Yi, China’s foreign minister, yes-
terday reaffirmed an “unequivocal mes-
sage to the world that China and Russia
jointly oppose attempts to revive the
cold war mindset”.

“No matter how precarious and chal-
lenging the international situation may
be, China and Russia will maintain
strategic focus and steadily advance
our comprehensive strategic partner-
ship co-ordination for a new era,” he
said.

The comments from China’s top dip-
lomat came just days after Ukraine’s
declaration that Beijing had assured
Kyiv it would help stop the war, renew-
ing focus on Beijing’s potential role in
pressing Russia to back down.

Since the start of the Russian inva-
sion, China has abstained in two UN
votes, including a security council reso-
lution condemning the invasion and a
call for Russia to withdraw its troops.
Beijing has also criticised international
sanctions imposed to punish Putin.

‘China and Russia will
maintain strategic focus
and steadily advance our
strategic partnership’

Wang, who was speaking during the
National People’s Congress, China’s
annual meeting of its rubber-stamp par-
liament in Beijing, repeated Beijing’s
support for “dialogue” and “negotia-
tions” but did not elaborate on specific
measures China had taken.

He added that China’s Red Cross
would provide humanitarian aid to
Ukraine and said that Beijing was organ-
ising the evacuation of its nationals.

Wang said the US was going to great
lengths to engage in zero-sum competi-
tion with China, dismissing the claims of
returning to multilateralism by the US
under President Joe Biden.

“The real goal of the US Indo-Pacific
strategy is to establish an Indo-Pacific
version of Nato,” he said, adding
that China had “every right” to do what-
ever was necessary to defend its inter-
ests.

Ukrainian foreign minister Dmytro
Kuleba said on Saturday that he had
been given assurances that China was
“interested in stopping this war”.

Wang spoke with US secretary of state
Antony Blinken also on Saturday, reiter-
ating China’s criticism of the US, Nato
and the EU for their role in “frictions
and problems accumulated over the
years”, and saying that the crisis could
only be resolved through dialogue and
negotiations.

John Delury, professor of Chinese
studies at Yonsei university in Seoul,
said Beijing’s support of negotiations
“looks like [a] ‘smokescreen’.

“They’re not in a neutral position.
Given the gravity of Putin’s war of
aggression, China would have to take
much stronger steps against Russia
before it would have any basic credibil-
ity to mediate,” he said. “They’re much
closer to Russia.”

Energy

Bloc to slash dependence on Russian gas

ANDY BOUNDS — BRUSSELS

The EU will outline a plan today to cut
Russian gas imports by two-thirds
within a year as it seeks to reduce its
dependency after Moscow’s invasion of
Ukraine.

Frans Timmermans, European environ-
ment commissioner, said the bloc could
import more liquefied natural gas,
rapidly boost renewable energy and cut
demand with efficiency measures.

He conceded countries may have to
burn coal for longer to avoid switching
to gas but could still meet a target to cut
greenhouse gas emissions by 55 per cent
by 2030 and reach net zero by 2050, as
long as sources of renewable energy also
increased rapidly.

Russia supplies 40 per cent of the EU’s
gas, with Italy, Germany and central
European countries particularly reliant.

The commission’s proposed saving is
double that suggested by the Interna-
tional Energy Agency last week as gas
prices hit record levels because of grow-
ing global demand and the possibility of
Russia cutting off supplies.

“[1f we] increase the speed by which
we transit to renewables, combined
with increasing our energy efficiency,
combined with diversifying our energy
resourcing, by the end of this year
already we could have decreased our
dependence on Russian gas by two-
thirds,” Timmermans said in an inter-

‘Creating your own energy
resources is the smartest
and most urgent choice’ to
ensure security of supply

view with European publications. “Cre-
ating your own energy resources is the
smartest and most urgent choice,” to
ensure security of supply, he said.

But some countries could rethink
plans to use gas as a “bridge” between
burning coal and replacing it with wind
or solar. “One could imagine you stick
with coal a bit longer but only if you
speed up the transition to renewables,”
hesaid.

A draft of the proposal to be published

today, seen by the Financial Times, calls
for 80 per cent of gas storage capacity to
be filled by September 30, up from
about 30 per cent now. Brussels will
allow governments to pay companies to
hold the gas. Timmermans said the EU
could increase imports of gas from other
sources, including 10bn cubic metres of
piped gas from countries such as
Azerbaijan, as well as liquefied natural
gash from Qatar, Egypt and even Aus-
tralia, by 50 bcm.

The EU has the capacity to import 160
bem annually of LNG and only manages
7 becm. Timmermans also said it could
double biogas production, using agricul-
ture and food waste, from 17 bcm to 35
bem by 2030, and quadruple hydrogen
use to 20 metric tonnes, which would
reduce gas by 50 bcm, he said.

The plan urges quicker planning proc-
esses and greater investment, but these
are up to national governments. Coun-
tries could use their record receipts
from selling carbon permits in the Emis-
sions Trading Scheme, the paper says.
Revenue was €30bn in 2021, double the
year before, because of high prices.

Defence alliances

Australia eyes new sub base after ‘wake-up call

NIC FILDES — SYDNEY

Australia plans to build a A$10bn
(US$7.4bn) base for nuclear-powered
submarines on its east coast after
Prime Minister Scott Morrison warned
of the threat posed by autocracies.

He said Russia’s invasion of Ukraine and
China’s failure to condemn it had served
as a “wake-up call” for Europe and the
world.

The new submarine base is the latest
step in Australia’s push to bolster its mil-
itary capabilities and to form alliances
in the Indo-Pacific region as tensions
with China mount.

Canberra will invest A$578bn in its
defence forces over the next decade,
including a deal with the UK and US to
modernise its submarine fleet.

The government has shortlisted sites
in Brisbane, Newcastle and Port Kem-
bla, south of Sydney, for the base, which
will give the fleet immediate access to
the Pacific Ocean. Australia’s existing
submarine base is in Western Australia,
on the Indian Ocean.

Morrison, in a speech to the Lowy

Institute, a think-tank, said the Ukraine
invasion and recent tension with China,
including the “needlessly provocative”
use of a laser by the Chinese navy
against an Australian surveillance plane
off its north coast, meant the country
faced its most dangerous security threat
in 80 years.

Scott Morrison
welcomed a more
‘tough-minded
European approach
to autocrat
adventurism’

“A new arc of autocracy is instinc-
tively aligning to challenge and reset the
world order in their own image,” he
pointed out. “Events are now lifting the
veil. Perhaps the scales are beginning to
fall from the world’s eyes also. At leastI
hope so.”

Morrison signalled that the Ukraine
invasion was a “major wake-up call” for
Europe, both strategically and economi-
cally. The prime minister said he wel-
comed the signs of a “more concerted,

tough-minded European approach to
autocrat adventurism”.

He likened the new approach to
moves by Australia and its allies in the
Indo-Pacificregion.

Morrison insisted that the invasion of
Ukraine should not be dismissed as an
actof lunacy.

“This is what autocrats do,” he said.
“It is not the product of a sudden mad-
ness or a failure of earlier diplomacy to
resolve just grievances.”

He called for greater co-operation
between regional partners and cited last
week’s meeting with the Quad leaders
comprising the US, Australia, Japan and
India, which discussed the implications
of the war in Europe for the Indo-Pacific
region.

Morrison again criticised China for
not condemning Russia’s “brutal
attacks” in Ukraine and for loosening
trade restrictions with its neighbour at a
time when other countries were apply-
ing tough economic sanctions against
the Kremlin. “As long as China has a bet
each way on this, then [Ifear] the blood-
shed will continue,” he said.
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Innovation

Democrat warns against crypto crackdown

Architect of US internet
rules finds himselfat odds
with party colleagues

KIRAN STACEY — WASHINGTON

One of the Senate’s most powerful Dem-
ocrats has warned his colleagues against
cracking down too hard on the booming
cryptocurrency industry, likening it to
theinternetinitsinfancy.

Ron Wyden, chair of the Senate
finance committee and one of the archi-
tects of US internet regulation, urged
members of his party to protect crypto
innovators despite concerns about
fraud and money laundering within the

industry. Wyden’s warning comes as
senior officials in the administration of
Joe Biden look to clamp down on unreg-
ulated crypto activity, especially on
trading platforms such as Coinbase.
Wyden said: “There is obviously a
debate [about stricter regulation] but I
want to be on the side of the innovator.
“When I think about crypto I think
about remittances, or somebody who
has akid 1,000 miles away and wants to
get them help in an emergency, rather
than going through scores of banks,
credit card companies.
“I keep looking for innovations,” he
added. “That’s where my heart lies.”
The demand for cryptocurrency has
rocketed in recent years, driving the

Middle East. Brain drain

Lebanon faces exodus
of brightest citizens

Many doubt their prospects at

home as country sinks deeper

into economic meltdown

HEBA SALEH — BEIRUT

Lana Noura is only 18 and a first-year
computer science student at the prestig-
ious American University in Beirut. But
like many of her classmates, she already
knows she wants to leave Lebanon once
she has finished her course.

“I will leave for work and hopefully
take my parents with me,” she said.
“Anywhere would be fine, but I would
prefer somewhere in the Middle East.
It’sfor agood life. Here it’s not stable and
you never know what will happen next.”

Jad Masry, a fifth-year medical stu-
dent, also plans to leave, either for Ger-
many or America. “It will be a better
income, better education and better
lifestyle,” he said. “The politicians in
Lebanon cannot bring us a good future
because they are corrupt.”

‘Lebanon has yet to
identify a credible path
toward economic and
financial recovery’

Lebanon has always had a huge
diaspora after waves of emigration over
the past two centuries, particularly as a
result of the 15-year civil war that ended
in1990.

Now, once again, as the country sinks
deeper into economic meltdown, it
faces a new exodus of its brightest and
best-educated citizens.

Forced to grapple daily with hyper-
inflation, power cuts and shortages,
many Lebanese have little confidence in
the future. They have lost hope their
fractious leaders will take action to
reverse the country’s catastrophic
financial collapse.

Two years after the onset of a fiscal
and banking crisis, little has been done
to salvage the sinking economy in what
the World Bank has called a “deliberate
depression . . . orchestrated by an elite
thathas captured the state”.

“Lebanon has yet to identify, least of
all embark upon, a credible path toward
economic and financial recovery,” said
the World Bank in December.

“In consequence, highly skilled

labour is increasingly likely to take up
potential opportunities abroad, consti-
tuting a permanent social and economic
loss for the country.”

Lebanese people seeking jobs abroad
include formerly well-paid profession-
als whose dollar accounts are blocked by
the banks and young people who see no
future in their home country. About
40 per cent of the population of almost
7mn is considering emigrating, accord-
ing to a recent survey commissioned by
Konrad-Adenauer-Stiftung, a German
think-tank.

About 40 per cent of Lebanon’s doc-
tors have already left for the Gulf or the
west, either permanently or temporar-
ily, according to the World Bank. Atleast
10,000 teachers have also found jobs
abroad, according to some estimates,
cited by the World Bank. The Lebanese
lira has lost more than 95 per cent of its
value against the dollar over the past
two years, rendering teachers’ salaries
almost worthless.

The German survey found that 40 per
cent of Lebanese have had to cut down
on food and a third are unable to afford
their medication.

Three-quarters of the population has
been plunged into what the UN terms
“multidimensional poverty” — a meas-
ure that includes access to health, edu-
cation and public utilities in addition to
income poverty.

The debilitating impact of the brain
drain is already being felt in the health
sector. Charaf Abou Charaf, head of the
doctors’ union, said the main university
hospitals in Beirut, which employed
highly skilled specialists, had each lost
between 100 and 150 doctors.

Experts warn of the long-term impact
of the mass emigration of the skilled.
Saroj Kumar Jha, World Bank Mashreq
regional director, said the quality of
education in Lebanon had been declin-
ing even before the crisis, and the depar-
ture of highly skilled doctors and teach-
ers meant there was not the flow of
“human capital” to replace them.

Nasser Saidi, a Lebanese economist
and former minister, also warned of the
dangers of the depletion of Lebanon’s
“stock of human capital”.

“When you have skilled people work-
ing alongside unskilled people, they
help them improve because they teach
them,” he said.

“If the skilled people and the edu-
cated people are not there, then we just
have misery.”

total value of such coins to about $2tn.
Their popularity has caused alarm
among politicians and regulators, who
have warned they could be used for
fraud and money laundering.

Gary Gensler, the chair of the Securi-
ties and Exchange Commission, said last
year the cryptocurrency markets were
“rife with fraud, scams and abuse”. Last
week, four senior Democratic senators
wrote to Janet Yellen, the Treasury sec-
retary, expressing their concern that
cryptocurrency was being used to evade
international sanctions.

Wyden’s comments contrast with
those of his Democratic colleagues. But
they echo similar ones made by a small
but increasingly influential group of

Fragile forest
Amazon
losing ability
to rebound

Fire damage: a soldier tries
to douse flames in Novo
Progresso, Brazil, two and a
half years ago — Leo correa/ap

members of Congress who have champi-
oned the industry, from Republican
Tom Emmer to Democrat Ro Khanna.

Wyden likened the industry to the
internet in its early days, when he and
colleagues in Congress drew up legal
protections for online platforms so they
could avoid being sued for content that
users post on their sites.

That rule — Section 230 of the Com-
munications Decency Act — has been
dubbed “the 26 words that created the
internet”. And it has come under fire
from Republicans and Democrats in
recent months, with several members of
Congress arguing it should only be
applied to those companies that comply
with a certain set of principles or rules.

Wyden hit back at attempts to rewrite
Section 230, arguing that making com-
panies liable for user content would
simply push those who post damaging
content on to more secretive parts of the
web. “You can go along with these bills
thatsound good, but you are really going
to drive the bad guys to the dark web,”
he said.

“Idon’t think anybody’s ever going to
invest in anything, particularly the
small person, if you hold somebody lia-
ble for everything posted on the site.

“Why don’t we just say the person
who produces the content is the person
we're going to hold responsible? I
thought that was the right way to go
then and Istill do.”

The Amazon rainforest is losing its
ability to recover from destruction, and
parts of it are approaching “a
catastrophic tipping point”, warns a
new study from leading scientists using
the latest satellite data.

The research found that in more
than three-quarters of the world’s
largest rainforest its resilience to
damaging events, such as droughts or
fires, had declined consistently since
the early 2000s.

The study by Exeter university, the
Potsdam Institute and Munich
technical university used satellite
information to track changes over 25
years to examine how the Amazon’s
vegetation had responded to
fluctuating weather conditions.

Any transformation of the Amazon
into a hotter, drier grassland would
bring huge consequences for global
climate change because of the
disappearance of carbon-storing trees
and potential increases in fires.
Droughts would probably become even
more frequent across South America.

“It’s alarming to think where we’re
getting the evidence now to confirm
we’re heading towards the potential

abrupt loss of this ecosystem,” said Tim
Lenton, director of the Global Systems
Institute at Exeter university and a
global expert on climate tipping points.
A tipping point is defined as the stage
when feedback loops, or cycles of cause
and effect, become so strong they start
propelling themselves independently
of the initial cause, triggering the
system to change state. This is often
irreversible.

In the Amazon, the cycle is set off by
the logging of trees that reduces
moisture levels in the rainforest, and in
turn results in the further loss of trees
because of the lack of rainfall.

This vicious cycle is then amplified
by warming temperatures and a drier
climate in the entire region. The
tipping point would occur when the
rainforest ecosystem could no longer
regenerate itself, collapsing irreversibly
instead into a dry savannah.

The researchers said the Amazon’s
resilience had dropped particularly
during two “once-in-a-century”
droughts, in 2005 and 2010. Resilience
is being lost faster in parts of the
Amazon nearest to human activity, the
study found. Alexandra Heal

Pandemic

Scientists
identify genes
behind severe
Covid-19
symptoms

OLIVER BARNES — LONDON

British scientists have identified some
of the genetic factors that make certain
people more likely to suffer severe Cov-
id-19 symptoms than others, as part of
a study that could aid the development
of treatments for the disease.

Researchers pinpointed 16 genes that
predisposed patients to critical illness as
part of the world’s largest study into the
genetics of the disease, which was led by
scientists from the University of Edin-
burgh and Genomics England. They also
confirmed seven other genes associated
with severe Covid that had been identi-
fied by earlier research.

The genes found by the researchers
are linked to the immune system’s abil-
ity to recognise foreign pathogens,
alongside the biological mechanisms
involved in blood clotting and lung
inflammation — some of the hallmarks
of severe Covid. The disease has killed
an estimated 6mn people since the
World Health Organization declared the
coronavirus outbreak a global pan-
demicin March 2020.

Dr Kenneth Baillie, a critical care con-
sultant from the University of Edin-
burgh who led the study, said the results
helped “explain why some people
develop life-threatening Covid-19, while
others get no symptoms atall.

“More importantly, this gives us a
deep understanding of the process of
disease and is a big step forward in find-
ing more effective treatments.”

The research identified genetic pat-
terns by comparing whole genome sam-
ples from 7,491 Covid patients admitted
to intensive care units across the UK
with the DNA of 1,630 people who expe-
rienced mild Covid and a further 48,400
people, who never had Covid and had
their DNA analysed as part of the UK
government’s 100,000 Genomes
Project.

The UK leads the world in genomic
sequencing due to substantial govern-
ment investment over the past decade.
Whole genome sequencing — a process
that involves reading all 3bn biochemi-
cal letters of an individual’s genetic code
— is amore labour-intensive version of
the process used to analyse viral vari-
ants of Covid-19.

Scientists said they hoped the genetic
clues offered by the findings, published
in the scientific journal Nature yester-
day, could help medical experts to iden-
tify existing drugs that could be repur-
posed to treat Covid or contribute to
research for novel treatments.

Existing drugs used to treat illnesses
such as asthma and chronic obstructive
pulmonary disease already targeted
some of the 16 genes identified by the
study and could now be selected for clin-
ical trials, the researchers said.

Earlier results from the same study
helped identify arthritis drug baric-
itinib, which research published last
week found cut the mortality risk of
Covid by 13 per cent, as a potential treat-
ment for the virus.

Professor Sir Mark Caulfield, for-
merly chief scientist at Genomics Eng-
land and a co-author on the study, said
the findings would “offer a route” to new
tests as well as treatments. “As Covid-19
evolves, we need to focus on reducing
the number of people getting seriously
illand being hospitalised,” he added.
See FT View

Toyota subsidiary

Tokyo to probe truckmaker emissions scandal

ERI SUGIURA — TOKYO

Shares of Toyota’s truckmaking
subsidiary Hino suffered their biggest
one-day fall in more than two decades
yesterday, plunging 16.8 per cent in the
first trading session since the company
admitted it had falsified emissions
data.

Hino revealed on Friday that it had falsi-
fied diesel engine performance and fuel
economy data for some of its vehicles
manufactured in Japan.

The transport ministry inspected the
company’s headquarters in Tokyo yes-
terday and said it planned to open an
investigation.

The company, which has sold more
than 115,000 trucks and buses with fal-
sified data as of February, said it had
suspended new sales of the engines and
vehicles carrying them in Japan.

Hino’s data manipulation scandal is
the latest to hit the country’s auto indus-
try. In 2016, Mitsubishi Motors said it
had used favourable fuel economy data,
while two years later Suzuki, Mazda and
Yamaha made a similar disclosure.

Analysts said Hino’s admission put

the spotlight on corporate governance
loopholes for majority-owned subsidi-
aries listed on the Tokyo Stock
Exchange.

While Toyota is technically in control
of Hino, under the current structure it is
difficult to impose standards on the sub-
sidiary.

‘How Toyota handles
Hino and oversees
its governance have
been quite unclear’

Japanese auto stocks were hit by the
disclosure, with Toyota shares down as
much as 7.5 per cent and Nissan shares
sliding 8.6 per cent. Hino’s shares closed
at ¥745,down 16.8 per cent.

Hino had cheated on the tests because
there was “pressure of meeting numeri-
cal targets and adhering to schedules”,
according to Satoshi Ogiso, the com-
pany president.

One of the ways Hino had cheated was
by replacing the purification equipment
during the emissions evaluation test.

The manipulation of data was discov-
ered during a company investigation
into pre-shipment inspections for cars
sold in Japan, after it had failed to com-
ply with US regulations for its vehicles
sold in North America.

Seiji Sugiura, a senior analyst at Tokai
Tokyo Research Institute, an advisory
company, said Hino’s latest problem
was partly because of its position in the
Toyota group.

Unlike Daihatsu, another Toyota sub-
sidiary that makes compact cars but
is wholly owned by the carmaking
giant, Hino is listed and managed sepa-
rately from Toyota’s own commercial
car unit.

“Itis as if Hino is considered left aside,
although it is in the same Toyota group.
How Toyota handles Hino and oversees
its governance have been quite unclear,”
said Sugiura.

Toyota said that approximately 3,000
Toyota vehicles were equipped with the
Hino engines under investigation.

“Hino will confirm the correct specifi-
cations and, in consultation with Hino,
Toyota will take appropriate action,”
Toyota said in a statement.

South Asia

Ukraine crisis ruins Sri Lanka recovery drive

BENJAMIN PARKIN — NEW DELHI
MAHENDRA RATNAWEERA — COLOMBO

Sri Lanka faces a growing debt crisis
after Russia’s invasion of Ukraine
wrecked two of its largest tourist mar-
kets, and analysts have warned of a
greater risk of default.

The south Asian island has for months
suffered power cuts and shortages as its
depleted foreign exchange reserves
leave it struggling to import oil and
other essentials. It has an estimated
$7bn in overseas debt and interest
repayments due this year.

President Gotabaya Rajapaksa’s gov-
ernment has said a revival in tourism
and exports would replenish foreign
currency reserves and ease the crisis.

But vital to the strategy are Russia, its
main tourism market, and Ukraine, the
third-largest. Russia is also the second-
largest market for Sri Lankan tea, the
main goods export.

The disruption to trade and tourism,
along with the surge in oil prices, had
dealt a fatal blow to this strategy, said
Murtaza Jafferjee, chair of the Advocata
Institute think-tank. “The economic cri-

sis was already full-blown leading into
this [war],” he said. This “has now
extinguished all hope”.

Sri Lanka, Asia’s largest high-yield
bond issuer, owes about $45bn in long-
term debt, and ratings downgrades fol-
lowing tax cuts and the collapse of tour-

Gotabaya
Rajapaksa:

the president is
banking on a
revival in fourism
and exports

ism because of Covid-19 left it unable to
refinance. It is now at risk of joining
countries such as Zambia and Belize in
defaulting during the pandemic.
Colombo had foreign currency liabili-
ties of $1.8bn for February and March
and usable reserves of less than $1bn,
estimates of central bank data show.
The island had grown reliant on tour-
ists from Russia and Ukraine as traffic
from India and western Europe was dis-
rupted by Covid-19 travel restrictions.
About 20,000 Russians and Ukraini-
ans travelled to Sri Lanka in January,

accounting for more than a quarter of
visitors, according to the Sri Lanka
Tourism Development Authority.

While Ukrainian airspace is closed,
operators worry that the disruption
could weigh on visits from Russia, too.

M Shanthikumar, who runs the
Hotels Association of Sri Lanka, said:
“Ukrainian and Russian tourists were
coming in significant numbers as the
arrivals from other nations had
dropped. Their absence now due to war
could cause a huge slump again.”

Jayampathy Molligoda, chair of the
Sri Lanka Tea Board, said prolonged
conflict would have a “severe” impact
on the tea trade if the rouble weakened
and Russian banks were unable to use
the Swift payments system.

The economic crisis has left Sri
Lankans with power cuts that last hours
and inflation so rampant the central
bank raised interest rates last week.

Many investors believe it is only a
matter of time until Sri Lanka is unable
torepay. A $1bn sovereign bond is due in
July, and analysts estimate it owes as
much as $1bn to India this month in
deferred payments.
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Deloitte and
EY join moves
by Big Four to
exit Russia

e Accounting firms hive off operations
e About 15,000 staff will be affected

MICHAEL O'DWYER — LONDON

EY will axe its 4,700-person business in
Russia, becoming the third of the Big
Four accounting firms to announce a
divorce from its operations in the coun-
try since the invasion of Ukraine.

It was followed by its rival Deloitte,
which announced yesterday that it
would separate its operations in Russia
and Belarus from its global network and
would cease to do business in the coun-
tries. PwC and KPMG had announced
similar moves on Sunday night, citing
the Russian government’s actions in
Ukraine. The withdrawals are the most
significant exits of professional services
firms from Russia since the conflict
began last month.

‘In light of the escalating
war, the EY global
organisation will no longer
serve Russian . . . clients’

“In light of the escalating war, the EY
global organisation will no longer serve
any Russian government clients, state-
owned enterprises or sanctioned enti-
ties and individuals anywhere in the
world,” EY said yesterday.

The firm said it had begun a restruc-
turing to separate its Russian member
from the group. “This is not something
we take lightly,” it said, calling the war
“shocking and abhorrent”.

EY’s Russian staff account for about
1.5 per cent of its global workforce of
312,000. It also employs 700 in Ukraine.
Between them, the Big Four have about
15,000 staff and partners in Russia.

Punit Renjen, global chief executive of
Deloitte, said splitting the Russian and
Belarusian business was the “right deci-
sion” but that his firm’s 3,000 profes-
sionals in the countries had “no voice

design + made - in denmark I_

in the actions of their government[s]”.

Deloitte would “honour our commit-
ments and obligations to global finan-
cial markets and multiple regulatory
bodies”, he said, suggesting that it would
continue at least some of its existing
Russia-related work.

The Big Four are structured as net-
works of locally owned partnerships,
with most of the profits retained in each
country, meaning that EY, KPMG and
PwC’s Russian operations will continue
to exist as standalone entities under
new names.

None of the Big Four said how long the
separations would take but people at
two of the firms said they could take
about six months because of the legal
and practical complexities. The newly
independent Russian firms will be free
to work for both domestic and interna-
tional clients. They are not bound by
western sanctions imposed on
hundreds of Russian companies and
individuals.

Remaining in the Big Four networks
posed potential problems for the Rus-
sian firms because they faced criminal
punishment if they dropped clients to
comply with the western sanctions by
which their international colleagues
were bound. Auditors in the country
also face significant penalties if they
resign from contracts with state-owned
entities, said people in the industry.

Accountants and consultants that
have announced they will pull back
from Russia are likely to face scrutiny
this week over the detail of their plans.
Neither PwC nor KPMG committed to
ending overseas audit work for Russian
state-owned entities, for example.

Also yesterday, international law firm
Norton Rose Fulbright said it was exit-
ing Russia. The firm, which has 50 law-
yers in the country, said it was “closing
our Moscow office as quickly as we can”.
Additional reporting by Kate Beioley
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Healthy option Unilever bows to pressure on

obesity with pledge to publis
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JUDITH EVANS — LONDON

Unilever is to publish nutrition
scores for its food portfolio, which
includes ice creams Ben & Jerry’s and
Magnum and Hellmann’s mayon-
naise, against external health met-
rics and set new targets following
pressure from investors over obesity.

The pledge to assess performance
against six measures, including the
UK’s “high in fat, sugar and salt” defi-
nition and Europe’s Nutri-Score,
comes after institutional investors
including Candriam, the €150bn asset
manager, tabled a shareholder resolu-
tion on theissue.

The world’s largest ice cream maker
will set out targets by October, and
said it would be the first global food
group to publish nutritional perform-
ance in this way. It will assess per-
formance globally and for 16 key mar-
kets by product volume and revenues.

Nestlé, its larger rival, has been

Unilever, the maker of Ben & Jerry’s ice cream, says that it will set out the targets by October — charies krupa/ap

working on new standards. An inter-
nal report last year said more than 60
per cent of the group’s mainstream
food and drink products do not meet a
“recognised definition of health”.

Catherine Howarth, chief executive
of ShareAction, an investor group that
pushed Unilever for the changes, said:
“The transparency promised sets a
new standard for the industry. We
hope and expect others will follow.”

Investors with $215bn in assets
including Candriam, Trinity Health,
the US healthcare provider, and the
Greater Manchester Pension Fund
tabled a resolution in January ahead
of Unilever’s annual meeting due in
May, urging the FTSE 100 consumer-
goods group to set ambitious targets
for selling more healthy foods.

Ignacio Vazquez, senior manager of
healthy markets at ShareAction, said
at the time that despite Unilever’s
strong sustainability record, “the
health profile of the food and drink

productsitsells remains a blind spot”.

“This is surprising as the rapid
growth of regulation means that
health is a critical [environmental,
social and governance] issue present-
ing a real financial threat to its busi-
ness,” said Vazquez.

The resolution has now been with-
drawn, and Unilever said that it would
work closely with ShareAction and its
Healthy Markets Initiative. Hanneke
Faber, president of Unilever’s foods
division, said the changes would “set a
new benchmark for nutrition trans-
parency in our industry”.

Unilever’s existing targets for its
food and refreshment arm, which has
€20bn of annual revenues, include
doubling the number of products pro-
viding “positive nutrition” by 2025.

The World Health Organization
says that obesity has almost tripled
since 1975, but some health measures
are contentious, especially in relation
to products seen as “treats”.

Former UK
Tory minister
Barker resigns
as EN+ chair

NEIL HUME — LONDON

Greg Barker, a former Conservative
minister, has resigned as chair of EN+
as the Russian metals group considers
carvingoutits international operations
into anew company.

Barker joins an exodus of City of London
grandees and executives from boards of
companies with close Russian ties amid
growing alarm over the civilian toll of
Vladimir Putin’s invasion of Ukraine.

Until now Barker had resisted cutting
ties with EN+. Founded by Russian oli-
garch Oleg Deripaska, EN+ controls
Rusal, the biggest aluminium producer
outside China.

He said last week that his resignation
would lead to the resignation of the
entire board and the termination of a
deal that freed the company from US
sanctions imposed in 2018.

However, Barker has come under
pressure to step down because of EN+’s
links to Deripaska, with some MPs call-
ing for him to be removed from the
House of Lords if he did not quit.

He bowed to that pressure yesterday,
with EN+ saying that Barker had ten-
dered his resignation and would leave
the company once he had completed a
transition to his replacement Christo-
pher Bancroft Burnham, the company’s
senior non-executive director.

At the same time the company said it
was studying plans to spin off its inter-
national assets. These include bauxite
mines in Guinea and a refinery in Ire-
land that produces a raw material for
aluminium smelters across Europe.

“The group wishes to emphasise that
the strategic review is at a preliminary
stage and any future course of action
will be subject to further consideration
as well as discussions with the relevant
regulatory bodies and key stakehold-
ers,” it said.

EN+ and Barker declined to comment
on reports that he had sought arole at
the international spin-off company.

Barker became non-executive chair
of EN+ just before the company’s Lon-
don listing in 2017. In 2018, the US
imposed sanctions on EN+ and Rusal,
which Deripaska controlled at the time,
over the oligarch’s ties to the Russian
government, sparking turmoil on global
aluminium markets.

Deripaska relinquished control of the
groups in 2019 in a deal that was bro-
kered by Barker, who became executive
chair, in exchange for the US lifting
sanctions on the companies.

Sanctions damage reveals limits to sparing oligarchs and energy

INSIDE BUSINESS

Guthrie

Jonathan

anctions are blowing holes in

the Russian economy. World

powers, led by the US, have

imposed curbs ranging from

an overseas asset freeze on
the Russian central bank to a ban on
buying sparkling wine from a bottler in
Crimea. On Sunday, US secretary of
state Antony Blinken said the allies
were discussing a ban on Russian
exports of crude oil.

The rouble has collapsed, bond
default risk has spiked, the Moscow
stock exchange has closed and Russian
oil trades at ever-deeper discounts to
Brent. The barbaric invasion of Ukraine
fully justifies economic warfare against
Russia. Financial sanctions are some-
times dismissed as token gestures. In
this case, they are doing real damage.

In the process, some fallacies about
these curbs have become clear. That
should help western banks and busi-
nesses stay out of trouble, and devel-
oped democracies to deploy new sanc-
tions, which should include the
embargo on Russian energy exports,
more effectively.

The main fallacy is that sanctions can
be targeted at Vladimir Putin and his
inner circle of cronies and related busi-
nesses. Thatinner circle is becoming too
expansive to merit the description. In
the past fortnight, the grouping led by
the US, EU and UK added the names of

about 400 Russians to sanctions lists,
according to World-Check, arisk intelli-
gence database. The tally of newly sanc-
tioned organisations, most of which are
companies, is more than 600.

Numerous Russian oligarchs and
their companies have been left out,
including one particularly glaring
example in the UK. But any businesses
controlled by sanctioned groups are, by
definition, sanctioned too. You have to
work out who they are before you can
stop dealing with them. This is difficult,
given the lack of transparency around
Russian companies. The real total
would run to several thousand.

Business in corrupt former Soviet
regimes is partly organised under the
“krysha” principle. The big man in your
district typically pays a regional boss to
shelter under his metaphorical roof, or
“krysha”. The

regional boss then -~ Ag g result of the ‘krysha’

remits to a national
oligarch who pays
protection money
to a powerful poli-
tician. The dictator
sits at the apex of

principle, banks cannot be
sure who they are dealing

with. So many ‘are simply

redlining all Russians’

the overlapping
roofs.

This is a helpfully flexible system for
sanctions-dodging regimes. When sanc-
tions prevent one oligarch or organisa-
tion from dealing with the west for the
godfather, an unsanctioned stooge may
be deputed to do so instead.

Banks cannot be sure who they are
dealing with. The result, says the boss of
one large City institution, is that “alot of
organisations are simply redlining all
Russians”. This is the famed “chilling
effect”. The chilling effect is particularly
icy in the sphere of payments because
international banks are rightly terrified
of the US authorities. Thanks to their
extraterritorial reach and the

dominance of the dollar as an interna-
tional currency, US prosecutors and reg-
ulators can make things very hot for
banks that dodge sanctions.

Because of the chilling effect, I am
told, some big international banks are
quietly shunning Russian peers who
remain on global payments messaging
system Swift after the expulsion of
seven biglenders.

The fallacy thisillustrates is that sanc-
tions can be fine-tuned to spare the Rus-
sian energy sector from damage. The US
and EU have sought to provide energy
companies and their affiliates with a
carve-out from sanctions. The reason is
that Germany and Italy are heavily
dependent on Russian gas. Despite the
carve-out, Urals oil is trading at increas-
ingly steep discounts to Brent, reflecting
reticence among foreign buyers.

Russian slaughter of Ukrainian civil-
ians obliges the west to intensify sanc-
tions. The US is right to threaten Russia
with an oil export embargo. This is bet-
ter than simply imposing a stoppage on
all energy exports without warning.

The case is different to freezing the
assets of the Russian central bank. The
allies needed to move on this immedi-
ately to reduce Russia’s capacity to
make precautionary sales of its assets.
Gold and bonds represent a stock of
value. Oil exports, by contrast, are a
continuous flow of income. The west
can impose sanctions if Russiarefuses to
de-escalate and negotiate.

Game theory points to offering Putin
exit ramps, as Sven Behrendt of GeoEco-
nomica, points out. Sanctions hawks
disagree. But this is always the sensible
way to deal with an enemy that you
hope to force into retreat rather than
destroy. Tactics are needed to win finan-
cial wars as well as the military kind.

jonathan.guthrie@ft.com
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Banks

Sanctioned clients owe UBS $10mn

Swiss lender vows to heed
international measures as
European shares tumble

OWEN WALKER
EUROPEAN BANKING CORRESPONDENT

UBS has said it has $10mn of loans out-
standing to clients hit by western sanc-
tions imposed in response to Russia’s
invasion of Ukraine.

The Swiss lender also announced in
its annual report yesterday that it has
about $200mn of exposure to Russian
assets used as collateral in Lombard
lending, which are loans secured against
a portfolio of liquid assets such as equi-

ties and bonds, and other secured
financing.

The world’s biggest wealth manager
said its direct risk exposure to Russia
was $634mn at the end 0of 2021, out of its
total emerging market exposure of
$20.9bn.

By comparison, Austria’s Raiffeisen
reported a direct exposure to Russia of
€22.9bn ($24.9bn) while France’s
Société Générale and Crédit Agricole
reported €18.6bn and €4.9bn of expo-
sure respectively, and ING of the Neth-
erlandsreported €6.7bn.

European bank share prices tumbled
yesterday as western allies considered a
ban on importing Russian oil.

The Stoxx Europe 600 Banks index

dropped 4 per cent, as Raiffeisen, UBS,
SocGen and ING all fell.

Russian oligarchs have long favoured
Swiss wealth managers because of the
country’s stability and secrecy laws.
Russian wealth accounts for about 1 per
cent of annual foreign direct investment
into Switzerland. But the government’s
decision last month to break the coun-
try’s tradition of political neutrality and
match EU sanctions has made its banks
much less attractive to oligarchs.

“We are working to implement sanc-
tions imposed by Switzerland, the US,
the EU, the UK and others — all of which
have announced unprecedented levels
of sanctions against Russia and certain
Russian entities and nationals,” UBS

said. Western banks have steadily
reduced their business in Russia over
the past eight years following the coun-
try’s annexation of Crimea, but those
that have maintained significant opera-
tions in the country have been hit hard
inrecent weeks.

Western sanctions have choked Rus-
sia’s economy, leading to a plunge in the
rouble and a jolt in interest rates. Asset
freezes imposed by the west on a
number of Russian banks, with seven
due to be cut off from the Swift global
payments messaging system this week,
have also affected global banks that
transact with them.

“UBS s also currently monitoring set-
tlement risk on certain open transac-

tions with Russian banks and non-bank
counterparties or Russian underlyings,
as market closures, the imposition of
exchange controls, sanctions or other
measures may limit our ability to settle
existing transactions or to realise on col-
lateral, which may result in unexpected
increases in exposures,”’ the bank said.

UBS added ithad $51mn of assets inits
Russian subsidiary.

Separately, the group revealed execu-
tives experienced a 1 per cent fall in
bonuses for the year in reflection of the
$861mn loss the bank made on the col-
lapse of family office Archegos Capital,
which was a prime broking client. The
bonus pool, which grew 10 per cent, was
alsoreduced owing to the Archegos loss.

Fewer business travellers and

higher demand for vacation

destinations leads the change

STEFF CHAVEZ — CHICAGO
CAITLIN GILBERT — NEW YORK

US airlines are redrawing the flight map
of America as they cut routes the
Covid-19 pandemic rendered unviable
and add new services to cities that have
prospered during the pandemic.

A widespread reshuffling is under
way, with fewer services to traditional
business hubs and jets redeployed to
holiday destinations and on-the-rise
cities, according to domestic flight data
from Cirium, an aviation consultancy.
Meanwhile, some less populated regions
have become further isolated as carriers
reduced services.

US airlines could also trim more
flights to contend with jet fuel prices
that have soared since Russia’s invasion
of Ukraine affected oil markets.

The number of domestic flights
scheduled at 11 mainline US airlines was
1.63mn in the first quarter of 2022,
down 12 per cent compared with the
same period in 2019, a Financial Times
analysis of the Cirium data showed.

The country’s largest carriers, Ameri-
can Airlines, United Airlines and Delta
Air Lines, together had 14.8 per cent
fewer domestic flights on their rosters
and 8.3 per cent fewer seats available.

Persistent weakness in business travel
has led the declines. US airlines
reported in recent earnings calls that
business travel was running at about
60 per cent of pre-pandemic levels for
United and Delta and 40 per cent for
large corporations flying on American.

Domestic flights into Chicago’s two
major airports were down more than
20 per cent in the first quarter of 2022,
with routes to business centres and
international connection hubs such as
Boston, New York and Washington par-
ticularly affected, according to the
Chicago Department of Aviation.

Travel inside California was also
down sharply, with the number of
flights down 28 per cent. The corridor
between San Francisco International
Airport and Los Angeles International
Airport was the route with the country’s
biggest decrease: 3,833 fewer flights
were scheduled in the first quarter of
this year, a 43 per cent drop from the
same period in 2019.

Asin Chicago, California airports have
been hit by a lack of international and
business demand, said Matt Barton, an
aviation economist and partner at
Flightpath Economics, a consultancy.

“SFO [the San Francisco airport]
has always benefited from being the
gateway to the Pacific” as well as “mas-

Energy

Brookfield gives up attempt to buy AGL

JAMES FERNYHOUGH — MELBOURNE
NIC FILDES — SYDNEY

Canadian investment group Brookfield
Asset Management and tech billionaire
Mike Cannon-Brookes have aban-
doned their campaign to acquire AGL
Energy after their second bid for the
Australian company was rejected.

Brookfield made a non-binding offer to
buy AGL for A$8.25 a share at the week-
end, from the initial offer of A$7.50
made two weeks ago, people on both
sides of the deal said. The new offer val-
ued AGL at A$5.43bn (US$4bn).

“The Brookfield-Grok consortium
looking to take private and transform
AGL is putting our pens down, with
great sadness,” Cannon-Brookes
tweeted on Sunday, referring to his pri-
vate investment firm.

Airlines. Domestic flights

US carriers redraw route maps after lockdowns
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sive demand — and very profitable
demand — from technology compa-
nies,” he said. The technology sector has
been one of the greatest adopters of
remote working, which has eliminated
some business travel.

Many smaller regional airports in
states such as Michigan, Wisconsin,
North Carolina and New York also lost
services.

In the case of Chattanooga, Tennes-
see, domestic flights were down by 809
— one-third — compared with the first
quarter of 2019. United cut more than
60 per cent of its services, while Delta
scrapped its direct service from New
York’s LaGuardia Airport.

“What’s important for us, being a

‘ US airlines have reduced flights to many areas
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smaller regional airport, is to have the
connectivity in and out of the commu-
nity,” said Terry Hart, Chattanooga Air-
port’s chief executive.

He said about two-thirds of the air-
port’s traffic was normally business
travel. When people emerged from pan-
demiclockdowns and began to seek out-
door adventure, services to Chat-
tanooga barely grew because “I don’t
have abeach and I don’t have the moun-
tains out west”, Hart said.

The three biggest US carriers often
hire regional airlines such as SkyWest,
Republic Airways and Endeavor Air
under contract to operate and maintain
aircraft under their banners, primarily
for shorter routes or services to smaller
airports. The regional airlines have for
years struggled to hire and retain pilots.

The regional service cuts now being
compounded by the pandemic “are
driven, at least in part, by the availabil-
ity of pilots at the regional airlines”, Bar-
ton said.

“All of those [regionals] continue to
have massive challenges with respect to
hiring and retaining qualified cockpit
personnel,” he added.

American, United and Delta all
acknowledged in their earnings calls
pilot staffing shortages on regional car-
riers had led to flight cuts.

“If your community is served by 50-
seat, single-class regional jets, there’s a
likelihood that you’re going to lose serv-
ice” or see it curtailed, said Dan Akins,

Oil & gas

‘If your
community
is served by
50-seat
regional
jets, there’s
alikelihood
you'll lose
service’

AGL officially rejected the offer yes-
terday, a person close to the board said,
adding this had been communicated to
the consortium.

AGL owns three large coal plants,
some gas and renewable assets, and one
of the country’s biggest energy retail
business with more than 4mn custom-
ers, according to its 2021 annual report.
It is Australia’s biggest carbon emitter,
producing about 8 per cent of the coun-
try’s total emissions, according to gov-
ernment figures.

Under the proposal, Brookfield and
Cannon-Brookes planned to hasten the
closure of AGL’s three coal-fired power
stations and spend A$20bn on renewa-
ble generation and storage capacity. The
proposal was welcomed by environ-
mentalists as it would have reduced the
country’s carbon emissions and acceler-

ated the transition to alow-carbon elec-
tricity grid.

AGL’s share price has fallen steadily
since 2017, as the rapid proliferation of
cheap wind and solar across the country
put increasing price pressure on coal-
fired power generators. The group
announced last year that it would split,
with retail and coal generation busi-
nesses operating in separate divisions.

Brookfield had said the proposed
demerger would cause the share price to
fall further. But Graeme Hunt, AGL
chief executive, said the initial offer was
“light years” away from a fair valuation
of the company and failed to factor in
the benefits of the split.

AGL would have been likely to engage
with the Brookfield consortium if it had
offered A$8.50 share, according to one
person with knowledge of the matter.

ANTOINE GARA AND
JAMES FONTANELLA-KHAN — NEW YORK

Carl Icahn has sold off his stake in Occi-
dental Petroleum as the activist fund
manager capitalises on strong energy
prices to exit what began as a combat-
ive investment against the oil company
and its $55bn acquisition of Anadarko
Petroleum in 2019.

Icahn began selling late last month and
early this month as Russian President
Vladimir Putin sent troops into Ukraine
in a war that has driven up oil prices.
The bulk of the sales were at prices
between $41 and $49 a share, according
to securities filings, enabling Icahn to
earn $1bn in profit.

Occidental shares opened trading yes-
terday at almost $58 as crude oil contin-
ued to rise, buoyed by reports that the

another aviation economist and partner
atFlightpath.

The surge in oil prices complicates
service decisions, forcing domestic air-
lines to reduce capacity during off-peak
periods, said Savanthi Syth, an analyst
at Raymond James. With travel demand
still depressed, “it is tougher to absorb
these kind[s] of fuel shocks”, she said.

Even as some cities receive less serv-
ice, US airlines have added flights to cer-
tain up-and-coming cities and holiday
destinations.

Austin, Texas, which has boomed
during the pandemic, enjoyed a 37 per
cent increase in domestic flights. In
Florida, carriers planned 28,324 flights
this quarter to Miami International Air-
port, up 27 per cent from the first quar-
ter of 2019, while Miami-New York serv-
ices nearly doubled.

Vacation destinations such as Sara-
sota and Key West in Florida, Myrtle
Beach in South Carolina, Bozeman in
Montana and Jackson Hole in Wyoming,
are also accommodating more flights.

Maine’s Portland International Jet-
port has suffered from alack of business
travel this quarter, with domestic flights
down 15 per cent from the first quarter
of 2019. But, as a popular summer desti-
nation, capacity hit an all-time record
last August, according to airport direc-
tor Paul Bradbury.

“It was really the airlines chasing the
leisure [travel],” he said.

SeelLex

US and Europe will consider blocking oil
and gas purchases from Russia. Occi-
dental’s share price has gained almost
50 per cent since late last month.

Icahn built the bulk of his 10 per cent
stake in Occidental when oil prices
plunged with the outbreak of the coro-
navirus pandemic in March 2020. He
had criticised the company’s chief exec-
utive, Vicki Hollub, for striking an
acquisition he called “one of the worst
disasters in financial history”.

After launching an activist campaign
against Occidental, Icahn was given two
board seats at the Houston-based
driller. Soon after, in June 2020, Occi-
dental issued stock warrants to its
shareholders, securities now worth
more than $4bn as its shares soar.

As part of Icahn’s exit, his two
handpicked representatives, Andrew

Financials

Aware Super
joins Australia
funds looking
for overseas
private deals

JAMES FERNYHOUGH — MELBOURNE
JOSEPHINE CUMBO — LONDON

A saturated local market is pushing
Australia’s megafunds into Europe and
North America in search of high-yield
private market deals, as they go up
against other pension heavyweights in
the international arena.

Aware Super, a A$150bn ($110bn) fund,
said it plans to open an investment
office in Europe and pour up to A$16bn
into European and US direct infrastruc-
ture and property deals over the next
three years.

Robert Credaro, Aware’s head of
growth assets, said that with the fund
expected to balloon to A$250bn over
the next three years, it has outgrown the
Australian market and plans to open a
dedicated investment office for Europe.

“Given the size we are and how much
exposure we have to Australian prop-
erty and infrastructure, now the mar-
ginal capital is going to start going to
non-Australian exposures,” he told the
Financial Times.

The sector is undergoing rapid consol-
idation following a new law that has cre-
ated a handful of megafunds with the
scale to bring asset management in-
house and chase ambitious private mar-
ket deals.

‘Given the size weare . . .
now the marginal capital is
going to start going to
non-Australian exposures’

Aware trails AustralianSuper, the
A$260bn fund that already has abase in
London, which last month revealed it
would invest a further £23bn in UK and
European markets and double the head-
count of its London office to 100.

Australian employers must by law
pay 10 per cent of employee earnings
into a pension scheme or “superannua-
tion fund”. Australia’s total retirement
savings pool has grown to A$3.5tn, the
fifth-largest pension pool in the world
behind the US, Japan, the UK and Can-
ada, says British-American investment
consultancy Willis Towers Watson.

Last year, Aware teamed up with Mac-
quarie Group’s asset management arm
to acquire publicly listed Australian tel-
ecoms infrastructure company Vocus
for A$3.5bn and take it private.

Tim Joyce, co-head of Macquarie Cap-
ital, said big funds traditionally invested
in mature infrastructure assets such as
airports and toll roads. But as the pipe-
line for these assets dries up, the super
funds are bidding for riskier assets that
have been traditionally targeted by pri-
vate equity investors.

The international push of Australian
super funds aligns with other global
mega pension funds, including in
Canadaand the US, that are increasingly
looking for returns in offshore private
markets.

Last year, Caisse de dépot et place-
ment du Québec, the C$400bn
($313bn) Canada-based global invest-
ment group, unveiled plans for a C$15bn
spending spree on private assets in the
UK and Europe. In 2021, the C$227bn
Ontario Teachers’ Pension Plan also
unveiled a C$70bn push into interna-
tional private markets.

Alex Dunnin, head of research at
Sydney-based financial services
research company Rainmaker Informa-
tion, said the Australian funds were
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