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Recovery position

Draghi’'s €200bn opportunity
torevive Italy —BiG READ, PAGE 13

Arminarm

Rich nations must take a global view
on vaccination — MARTIN WOLF, PAGE 15

USA $2.50 Canada C53.00

Electric shock

Musk’s risky crypto bet breaks
safety first rule —anaLysis, PAGE 7

Trump on trial
Impeachment
hearing begins

Democratic party impeachment man-
agers walk into the Capitol to begin
prosecuting Donald Trump in the
former president’s second Senate trial.

With Trump no longer in office, pro-
ceedings began with a debate over
whether it was constitutional to try him
atall, on charges of inciting the riot that
ended with the storming of the Capitol.
Republican lawmakers have argued
that it is not but experts have said it is,
and the Senate, which the Democrats
control through Vice-President Kamala
Harris’s casting vote, was expected to
votetopress onwith the trial.

The hearing was scheduled to move
on today to opening arguments in the
case against the former president.
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WHO team says Wuhan lab leak
highly unlikely as source of virus

e Field research finds no evidence for theory @ Time lapse hampers hard conclusions

CHRISTIAN SHEPHERD — BELJING

The World Health Organization has
ruled out a laboratory accident as the
cause of the coronavirus pandemic, say-
ing it was “extremely unlikely” that the
pathogen leaked from a Chinese facility.

A WHO scientific team has spent the
past few weeks in Wuhan to learn more
about the origins of the virus. It has also
visited the Wuhan Institute of Virology,
the subject of unfounded allegations
that the Sars-Cov-2 virus that caused
Covid-19 might have leaked from its
biosafety laboratory.

Peter Ben Embarek, head of the visit-
ing WHO team, said it had concluded
the evidence weighed against the insti-
tute or another of the city’s labs being
the source.

While “accidents do happen”, virus
leaks from high-level biosafety labs
were “extremely rare” and the Wuhan
Institute of Virology set-up made it
“very unlikely that an escape could hap-
pen froma place like that”, hesaid.

The most plausible explanation was
the accepted theory that the virus origi-
nated in bats and jumped to an as yet
unknown intermediate host species
beforeinfecting humans, headded.

Beijing’s careful management of the
trip and a delay of more than a year
between the virus being detected and
the team’s arrival in Whan have raised
doubts over the investigation’s ability to
draw hard conclusions concerning the
issue of the virus's origin.

Embarek acknowledged the field
research conducted in Wuhan did not

“change dramatically” the team’s broad
understanding of what had happened.

The WIV was known to be experi-
menting on coronaviruses before the
pandemic, which stoked the lab leak
theory. Mike Pompeo, the former US
secretary of state in Donald Trump's
administration, was among those to
advance the unproven allegation.

Liang Wannian, an expert from
China’s National Health Commission
who led a team of Chinese scientists
working alongside the WHO, said that
the inability to find samples of Sars-
Cov-2in Wuhan's labs added to evidence
against the leal theory.

The WHO team’s research focused
primarily on the early stages of the virus
outbreak in China and concluded that
the evidence from hospital records and

The WHO team

blood samples did not suggest the virus
had been circulating widely in Wuhan
before December 2019, when the first
cases werereported.

The team did not rule out the possibil-
ity of the virus arriving in Wuhan on fro-

zen or refrigerated foods, a theory end-
leader says the orsed by a number of Chinese scientists.
‘Wuhan Institute Many in China have also pushed the
of Virology’s idea that the virus had infected humans
set-up made it elsewhere before the Wuhan outbreak.
doubtful ‘that Marion Koopmans, a WHO virologist,
anescape could  said the team was open to looking at evi-
happen from a dence from countries beyond Chinaand
place like that’ searching “for evidence of earlier circu-

lation, wherever thatis indicated”,

A report on the WHO team’s findings
is expected in the coming weeks.
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» Biden hosts talks with business leaders
The chief executives of Walmart and JPMorgan
Chase were among a group of corporate leaders
invited to the Oval Office as President Joe Biden
spelt out his $1.9tn stimulus plan.— page 2

» Migration fall threatens global revival
Aftera decade of steady growth in migrant flows,
the pandemic has led to a drop in inward flows of
skilled workers that will damage economies relying
on an influx of newcomers, says the OECD.— PaGE 4

» Myanmar police fire on coup protesters
Police in the capital Naypyidaw gFs i

have fired rubber bullets and b
deployed water cannon in
Mandalay as thousands of
people protested against the
military junta.— PAGE 4

» Saudi overhaul to lift princely projects
Finance minister Mohammed al-Jadaan has set out
big central bank reforms that will formalise Crown
Prince Mohammed bin Salman’s effort to divert
more wealth to his investment plans.— pace &

» Amazon warned over US union bashing
More than 70 investors have warned Amazon to
halt an anti-union campaign ahead of a ballot that
marks the first attempt by its Us-based workers to
vote for union representation.— PAGe s

» Glazer football spending spree pays off
A $50m gamble by the Glazer family to turn round
their American football fortunes has paid off after
the owners of the Tampa Bay Buccaneers saw their
team win the Super Bowl on Sunday.— pace &

» BlackRock puts money on Hong Kong
The territory will play a central role in opening up
China’s financial system to the rest of the world
despite recent political upheawvals, says BlackRock’s
new head of Asia-Pacific operations.— pace &
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Investors play FTSE as
UK stocks regain allure

Asset managers are taking a fresh look
at the UK’s premier stock index after
years of neglect following the 2016
Brexit vote. A global recovery has
stirred interest in the internationally
focused FTSE 100, which has misfired
as the S&P has broken records. With
many of ifs ‘old economy’ stocks seen
as cheap against their earnings or
assets, the Index Is even being pitched
to Wall Street investors as cover
against a fall in pricey US tech shares.
Analysis » PAGE 8
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[KPMG boss apologises after telling

pandemic-hit staff to ‘stop moaning’

MADISON MARRIAGE — LONDON

Bill Michael, KPMG UK chairman, has
apologised after telling the firm’s con-
sultants to “stop moaning” during a
discussion about the impact of the pan-
demic on their working lives.

In a virtual town hall meeting on Mon-
day, members of the 1,500-strong finan-
cial services consulting team raised con-
cerns over potential cuts to pension con-
tributions, pay and bonuses, according
to a senior employee. They also took
issue with KPMG's measuring staff per-
formance against a “forced distribution
curve”, where individuals within a team
are ranked from best to worst.

Michael, an Australian who has run
the Big Four firm since 2017, told staff to
“stopmoaning” and to stop “playing the
victim card”, according to the employee.

An app that enabled staff to submit

anonymous comments subsequently
stopped working for some employees
after on-screen comments accused the
chairman of lacking sensitivity and
highlighted his recently announced
£1.7m pay package. KPMG said the app
was available throughout the meeting.

“We are all a bit frayed due to Covid,”
said the employee. “If someone tellsyou
to stop moaning in the middle of a reces-
sion and when people are dying, that
tells you everything. It's incredibly
insensitive.”

Inan apology email to staff later in the
day, Michael said: “I know that words
matter and I regret the ones I chose to
use today. I think lockdown is proving
difficult for all of us. I am very sorry for
what Isaid and the way that I said it.”

Michael, who was admitted to hospi-
tal last March with coronavirus, added:
“Covid has hugely impacted the way we

all live and work — many of us very
deeply. I can only imagine what you and
your families are going through. ..
Having endured my own experiences, I
should have appreciated the impact it’s
havingonallof us.”

He told the Financial Times: “I am
sorry for the words Tused, which did not
reflect what I believe in, and Thave apol-
ogised tomy colleagues.”

KPMG said the firm had taken meas-
ures to help staff throughout the pan-
demic, including provision of mental
health resources and a special leave
code that enables staff to take unlimited
time offto care for family and friends.

It added that bonuses would be paid
in March and that pay rises had been
given to employees who were promoted
or had progressed after passing exams.
There were “no plans” to cut pension
contributions, the firm said.
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White House meeting

INTERNATIONAL

Biden seeks support of business titans

US president pushes to
win backing for $1.9tn
stimulus package

JAMES POLITI — WASHINGTON
ANDREW EDGECLIFFE-JOHNSON

NEW YORK

President Joe Biden was set to meet US
business leaders including Jamie
Dimon, chief executive of JPMorgan
Chase, and Doug McMillon, chief execu-
tive of Walmart, as he seeks support
from leaders of corporate America for
his $1.9tn stimulus plan.

The gathering in the Oval Office yes-
terday marks Biden’s first with top busi-
ness executives since his January 20
inauguration and is likely to set the ini-
tial tone for the relationship between
the new administration and American
companies.

Biden has embraced economic plans
based on hefty government stimulus

Trump impeachment Stage is set for a lively encore

LAUREN FEDOR AND JAMES POLITI
WASHINGTON

Donald Trump yesterday became the
first US president to face two impeach-
ment trials. He was impeached last
month on a charge of inciting an insur-
rection for his role in the January 6 siege
on Capitol Hill that left five dead. Hours
before a mob of supporters stormed the
legislature, the then-president told the
crowd: “If you don't fight like hell,
you're not going to have a country any
more.”

Who is presiding over the trial?
Chief Justice John Roberts presided over
Trump’s first impeachment trial last
year, when senators exonerated him on
two charges relating to his efforts to get
the Ukrainian president to investigate
Joe Biden. With Trump a private citizen,
the president pro tempore ofthe Senate,
Patrick Leahy, third in the line of presi-
dential succession, is presiding instead.
Leahy, a Democrat, has said he will pre-
side objectively over the trial.

How will the trial proceed?

The trial began with debate over

and infrastructure investment that is
largely supported by US business given
the downturn triggered by the crisis.

However, business executives have
been arguing that further spending
needed to be tailored to the medical
response and sectors most affected by
the downturn, which could lead to disa-
greement over the size and details of the
rescue plan.

Other aspects of Biden’s agenda,
including higher taxation, an increased
minimum wage and support for unioni-
sation, are also being watched warily by
companies as they begin to wrestle with
the new administration’s policies.

On the administration side, the meet-
ing was to have included Janet Yellen,
US Treasury secretary, and Kamala
Harris, vice-president.

Tom Donohue, chief executive of the
US Chamber of Commerce, Sonia Syn-
gal, chief executive of Gap, and Marvin
Ellison, chief of the home improvement

retailer Lowe’s, were also expected to
attend.

McMillon chairs the Business Round-
table, a lobby group representing US
blue-chipsin the US capital.

Dimon has long been involved in pol-
icy debates in Washington, and is a
board member and former chairman of
the roundtable. He has donated to both
Democrats and Republicans and was at
times considered a contender for a top
job in the Biden administration.

“My heart is Democratic but my brain
is kind of Republican,” Dimon told
CNBCin2019.

His presence at the meeting as the
only representative of the financial
services sector could set himup tobea
leading conduit to Wall Street in a simi-
lar role to that performed by Stephen
Schwarzman, chief executive of Black-
stone, during the Trump administra-
tion.

During that era, business largely

Bidenis
struggling
tosecure
significant
Republican
backing for
his package,
forcing him
torely
solely on his
own party

whether the Senate has jurisdictionto  Second round: will probably be a debate about whether

try a former president. Republican law-  Senate majority  tocall witnesses.

makers and Trump’s legal team have  leader Chuck ; . .

argued it is not cogstitugtional totrya  Schumer, third What case will each side make?

formerpresidentafterhe hasleftoffice.  right,andSenate  Impeachment managers have said the
Most legal scholars contend itis. Inan  committee evidence was “overwhelming” Trump

open letter published last month, more  chairs arrive for ~ had “singular responsibility” for the

than 150 academic experts, including  the Trump trial “tragedy” at the Capitol, adding: “It is

the co-founder and several membersof  yesterday impossible to imagine the events of Jan-

Tom Brenner/Reuters

the conservative Federalist Society, said
that the constitution “permits the
impeachment, conviction, and disquali-
fication of former officers, including
presidents”,

If senators vote for the trial to pro-
ceed, as is expected, impeachment
managers and Trump’s legal team will
set out their respective cases, starting
with the prosecution.

Each side will have up to two days,
with each day running no more than
eight hours.

At the request of the former presi-
dent’s legal team, the trial proceedings

uary 6 occurring without President
Trump creatinga powder keg, strikinga
match, and then seeking personal
advantage from the ensuing havoc.”

Trump’s lawyers have argued the
former president “at all times . . . fully
and faithfully executed his duties as
president of the United States”,

They said Trump had “exercised” his
free-speech rights under the first
amendment of the US constitution to
“express his belief that the election
results were suspect” in the run-up to
the siege.

“Your letter only confirms . . . you
cannot prove your allegations against
the 45th president of the United States,”
Trump’s lawyers wrote.

Raskin replied: “Any official accused
of inciting armed violence against the
government of the United States should
welcome the chance to testify openly
and honestly — that is, if the official had
adefence”

Will Trump be convicted?

The constitution requires a two-thirds
Senate majority for conviction. Because
the 100-member chamber is split 50:50,
at least 17 Republicans would need to
vote with the 50 Democrats to secure
Trump’s guilt, assuming all senators
participate.

But only five Republican senators
backed Trump in a procedural vote last
month that called inte question
whethera trial was constitutional.

“It is pretty obvious from the

embraced a big round of tax cuts and
deregulation, but balked at the 45th
president’s trade policies.

Many executives also rejected his
erratic policymaking style and leader-
ship, and condemned his efforts to over-
turn the results of the 2020 presidential
election, which culminated in the
deadly assault on the US Capitol on Jan-
uary 6.

Biden is trying to rally business sup-
port for his economic stimulus after
struggling to secure significant Republi-
can backing for his plan, forcing him to
rely solely on members of his own Dem-
ocratic party to clinch the passage of the
package ina narrowly divided Congress.

However, White House officials have
pointed to polls showing that their fiscal
plan — which includes direct payments
worth $1,400 to Americans earning up
to $75,000 per year— is overwhelmingly
popular among voters.

Janan Ganesh see Opinion

the Senate minority leader, voted for the
motion but said they would not pre-
judge the result.

What effect will the trial have on US
elections in 2022 or 20242

If Trump were convicted, the Senate
could hold a simple majority vote to bar
him from holding public office in future.
That would have implications for 2024,
when Biden will be up for re-election,
given Trump has already said he is con-
sidering running for president again.

some argue the trial could backfire on
Democrats, dominating Biden's first 100
days in office and risking his legislative
agenda, which includes a proposed
$1.9tn relief package. Critics say voters
will see the trial as a waste of time when
they are struggling and looking for sup-
port from lawmakers.

But others see the trial as full of pot-
holes for elected Republicans, who will
want to regain control of the House and

GLOBAL INSIGHT

Sweden flies flag
for the free trade
cause within EU

ow should the EU trade with the world? One
of the bloc’s few truly unified policies is under
close examination, and how it could or should
be remoulded is being fought over fiercely.
The pandemic has put wind in the sails of
those who see trade policy as a protective instrument — in
France, for example, many support the idea of a “Buy
European Act”, and influential economists are recom-
mending reshoring strategies — prompting traditional
supporters of liberal trade to push back.

In the run-up to the adoption of Brussels’ trade policy
review launched last year, the conflict over howto fill the
still-empty rhetorical vessel of what the European Com-
mission calls “open strategic autonomy” is on full display.
Trade observers will be quick to point out that divisions
between protectionists and free-traders are nothing new.
But in addition to the coronavirus pandemic, three big
changes are forcing all sides to update their views.

The multilateral trading system that used to provide a
stable background for disputes over the direction of trade
policy has itself come under strain. Domestic pressure has
grown on governments to take on board concerns ranging
from climate change and social issues to national security.
And then there is Brexit, which saw Europe’s strongest
free-trade champion leave the table.

Left without their leader, some of the UK’s traditional
allies ontrade policy have picked up the baton. Sweden, in
particular, has made a big effort at preaching the free-
trade gospel and warning against the danger that “strategic
autonomy” becomes an excuse for protectionism.

The Confederation of
Swedish Enterprise, a
business lobby, warns
in its contribution to the
EU’s policy review that
“autonomy” suggests it
would be desirable toiso-
late oneself from the
world economy. Mean-
while, Sweden’s National
Board of Trade, a government think-tank, unfavourably
contrasts governments’ “autonomy” to restrict trade with
the “autonomy” of businesses and consumers.

This is all part of a campaign to hit back at the impres-
sion, strengthened by the pandemic, that openness runs
counter to resilience. The view in Stockholm is that, when
you look at the facts, EU supply chains are already very
resilient and one should not let the exceptions shape the
general direction of policy.

The government has put its diplomatic muscle behind
this campaign, inviting like-minded partners to join a
grouping of pro-free-trade countries, sometimes dubbed
the “Stockholm Six” but now more numerous, that
inchudes Germany.

But within Sweden, too, the trade debate — by tradition
consensual — has evolved from more purist, support for
free trade. “Issuessuch as climate change, security and dis-
torted competition are increasingly addressed with trade
policy tools and this is more accepted today than a few
years ago,” Henrik Isakson, director for trade policy atthe
confederation of Swedish Enterprise, said.

High climate ambitions come with a realisation that
trade policy must be mobilised to achieve them. Swedish
businesses are reconciled to the idea of a carbon border
tax, for example. But, as one trade official insists, sucha
tax must be carefully designed to address carbon leakage,
not protect EU producers, or it will harm international cli-
mate co-operation.

The sands are shifting in other countries, too. Swedish
trade observers suggest the Netherlands, once a stalwart
free-trader, is moving as public opinion changes. Last year,
the Dutch, unusually, co-wrote a “non-paper” with the
French on trade policy. Others, though, are edging in the
opposite direction, with Spain and Portugal seenin Stock-

High climate
ambitions come
with a realisation
that trade policy
must be mobilised

will wrap up by 5pm on Friday and
resume on Sunday afternoon to accom-
modate the Jewish sabbath.

Early next week, both sides are
expected to face questions from sena-
tors, who act as jurors. After that, there

Will Trump testify?

Lead impeachment manager Jamie
Raskin last week invited Trump to tes-
tify under oath, something the former
president’s lawyers, Bruce Castor Jrand
David Schoen, swiftly rejected.

vote . . . that it is extraordinarily
unlikely that the president will be con-
victed,” Susan Collins, the Republican
from Maine, pointed out after the proce-
dural ballot. “Just do the math.”

Others, including Mitch McConnell,
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BaFin

Berlin ministry lambasts
regulator over Wirecard

OLAF STORBECK — FRANKFURT

BaFin's ban on the short selling of Wire-
card shares in 2019 was based on poor
and insufficient analysis, Germany’s
finance ministry said in a rare public
rebuke of the financial watchdog.

“In hindsight, further analysis and
investigations into the validity of the
information available to BaFin would
have been necessary,” Sarah Ryglewski,
parliamentary state secretary at the
ministry of finance, wrote in response to
an inquiry by Green MP Danyal Bayaz.

The German payments company last
summer collapsed into insolvency in
one of Europe’s biggest postwar
accounting frauds.

BaFin for years did little to investigate
whistleblower allegations of miscon-
duct at the company, but instead tar-
geted journalists and short sellers who
criticised Wirecard. In 2019, it banned
betting against Wirecard’s share price
for twomonths,

In its rebuke of the watchdog, the
finance ministry said BaFin had failed to

offer an adequate justification for the
short-selling ban. The government
argued the watchdog should have
employed statistical tools to assess
potential correlations between Wire-
card’s share price and other stocks.

“The federal government is of the
opinion that the bar for imposing a
short-selling ban should be high,”
Ryglewskd wrote, adding the govern-
ment would strengthen BaFin's analyti-
cal capabilities as part of an imminent
overhaul of the watchdog.

BaFindeclined to comment.

Ryglewski acknowledged the finance
ministry was briefed about BaFin's
plans to impose the short-selling ban in
advance. But she pointed out the gov-
ernmentdid not interfere with the move
asthe financial regulator took such deci-
sionsindependently.

“BaFin enlarged the damage that was
inflicted on investors and creditors,”
Bayaz told the Financial Times, adding
BaFin’s move gave a false sense of secu-
rity to Wirecard investors. “The minis-
try of finance did not stop it.”

Senate in the 2022 midterms. The party
will need to energise Trump’s conserva-
tive base yet win back moderate subur-
ban voters who deserted the party.
Opinion polls show these are more likely
to support punishing Trump.

holm as warming to the cause of liberal trade.

The future of EUtrade policy may well hang on whether
it is the protectionists or the champions of free trade who
make the most of such realignments.

martin.sandbu@ft.com

Europe

German exports rebound and
French economy stays stable

MARTIN ARNOLD — FRANKFURT
VICTOR MALLET — PARIS

A rebound in German exports helped
the country’s economytoavoid areces-
sion at the end of 2020, although it was
not enough to prevent the biggest fallin
outbound trade for more than a decade
last year.

Despite increasingly strict coronavirus
restrictions, German exports recorded
their eighth consecutive monthly
increase in December and were 2.7 per
centabove the same month of the previ-
ous year, according to data published by
the Federal Statistical Office.

However, the initial impact of the
coronavirus pandemic led to a 9.5 per
cent fall in German exports over the
whole of 2020 — the biggest decline
since an 18.4 per cent drop after the
financial crisis in 2009.

China overtook France as Germany’s
second-largest export market behind
the US last year. Overall, including
imports, China replaced the US as Ger-
many’s biggest trading partner in 2020.

Imports to Germany fell 7.1 per cent last
year, witha 9 per cent drop in goods and
services flowing from the rest of the
eurozone offsetting a 5.6 per cent rise in
imports from China.

The French economy remained stable
in January with activity running at 5 per
cent below pre-crisis levels, the same as
in December and an improvement on
November’s 7 per cent shortfall, the
Banque de France said in its latest
monthly business survey. “There was
little change in industry, services and
construction but activity remains badly
affected for hotels and the restaurant
trade,” it said.

The bank’s survey is based on reports
from 8,500 businesses between January
27 and February 3. Those surveyed
expected activity in February to remain
atroughly the same level as in January,
with a very slight decline in services, but
uncertainty remains over whether the
government will need to impose
another lockdown. Insee, the national
statistics institute, said the French econ-
omy shrank 8.3 per cent last year.
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WHO's trip to Wuhan failsto
solve mystery of virus origins

Team rules out laboratory leak while debate on research and its risks heats up

YUAN YANG — WUHAN

The pavement outside the Wuhan Insti-
tute of Virology was lined with security
guards and plainclothes officers when
the convoy of government cars carrying
the World Health Organization team
arrived at the home of China’s highest-
level biosafety laboratory.

Wwith the international press looking
on, it was a tense moment for the foreign
ministry officials and local government
staff last week who have shadowed the
scientists since they arrived inJanuary.

As his vehicle was driven past, Peter
Daszak, a member of the WHO delega-
tion, wound down the car window to
assure the assembled press that the
team was “asking all the questions that
need tobe asked”.

But Beijing's tightgrip onthe visit, the
time limitations placed on fieldwork
and the fact they arrived more thana
year after the virus was detected in
Wuhan have fed doubts over whether
they can answer a politically charged
and scientifically difficult question.

Piers Millett, former deputy head of
the support unit for the UN Biological
Weapons Convention, cautioned against
placing high expectations on the WHO
investigators, saying that “often the
origins of these events are near impossi-
ble to determine” and citing the still-
unsolved mystery of the origins of Ebola
virus.

But Richard Ebright, professor of
chemical biology at Rutgers University,
called the trip that concluded yesterday
a “charade”, insisting it did not allow for
“meaningful access” or “meaningful
investigation”.

Yesterday at a press conference, the
WHO offered an initial view: it ruled out

alaboratory accident as the cause of the
pandemic. Some have speculated the
Sars-Cov-2 virus that caused Covid-19
may have leaked from the WIV. But the
WHO team said that was “extremely
unlikely”.

China’s government is desperate to
convince the world it is not to blame for
the pandemic and thus absolve itself of
responsibility for any of the subsequent
devastation to the global economy. With
some foreign politicians keen to lay the
blame squarely on China, competing
narratives have emerged.

Mike Pompeo, secretary of state
under former president Donald Trump,
advanced the unproven theory the virus
leaked from the WIV while Chinese offi-
cials endorsed the baseless claim that
the pathogen came to Wuhan viaa Us
military exercise. Chinese state media
have also claimed it may have arrived in
imported frozen food.

“When you deal with a world order
where certain countries are big enough
to create their own truths, you're never
going to get to a situation where there’s
universally accepted truths,” said Tim
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Trevan, a former UNweapons inspector
in Iraq and co-founder of Chrome
Eiosafety and Biosecurity Consulting.
“China and America are already lining
upto come to different conclusions.”
Behind this lies an intense scientific
debate over whether the experiments
done at labs such as the WIV yield bene-

‘China and America are
already lining up to come
to different conclusions’

Tim Trevan, biosafety consultant

fits that outweigh the risks — and what
kind of research governments should
spend their money on in order to pre-
vent the next pandemic.

That the WIV was experimenting on
coronaviruses has stoked the theory the
virus escaped from the institute. shi
Zhengli, the WIV’s leading expert on
coronaviruses, has dismissed this by
saying the most Sars-Cov-2-like strain of
the virus she studied at the lab was too
genetically different from the current
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strain to be a recent predecessor.

Virologists’ leading theory is that
predecessors of Sars-Cov-2 emerged in
bats and evolved into a more dangerous
strain — possibly within another animal
intermediary. Daszak and shi, who have
worked closely together, warned in 2013
that such pathogens had the potential to
infecthumans.

They insist finding and analysing
novel animal viruses was humanity’s
best chance of preventing the next pan-
demic. So Daszak expressed dismay last
year when the Trump administration
halted a WIV project into bat coronavi-
ruses, which had US National Institutes
of Health funding.

David Robertson, head of bicinfor-
matics at the Centre for Virus Research
at the University of Glasgow, spoke for
many when he asked: “How was the
world so poorly prepared for this well-
understood natural event — virus spill-
over of a Sars-like virus — when this had
happened before and was predicted to
happenagain?”

In China, debate on the virus's origins
does not take place in public. Local
media have barely covered the WHO
trip while the team itself is cordoned off
ina200-room wing of a hotel.

The location marker for the WIV dis-
appeared from the Baidu Maps app in
the weeks leading up to the WHO visit,
despite remaining visible on competitor
platform Gaode Maps. Baidu has
refused to explainwhy.

“Most Wuhan people don’t care about
the WHO trip,” said Evan Zou, a local
who volunteered when coronavirus first
hit the city. “We just want to get on with
our lives.”

Additional reporting by Christian Shepherd
in Beffing and Kiran Stacey in Washington

Wellcome Trust

UK scientist warns on
threat of different strains

DONATO PAOLO MANCINI — ROME

One of the UK government’s top scien-
tific advisers has warned that early
signs the Oxford /AstraZeneca vaccine
is less effective at stopping mild and
moderate cases of the South African
coronavirus variant are a “worrying
harbinger” for2021.

Sir Jeremy Farrar, director of the Well-
come Trust medical charity and amem-
ber of the government’s Sage advisory
committee, told the Financial Times
that this year would be “very unpredict-
able” as new viral variants less suscepti-
ble to current control methods were
likely to undermine efforts to contain
the virus.

signs of the reduced efficacy of the
Oxford/AstraZeneca vaccine against
the 501.V2 variant in a limited South
Africa study have caused the country to
suspend rollout of the jab, pending more
data.

Oxford university and AstraZeneca
have said their vaccine should still pro-
tect against severe cases of the disease
and that they are working on a tweaked
shot that could be available before the
endof the year.

Farrar warned that the question of
vaccine efficacy was “not just a problem
for South Africa”. Biological and immu-
nological pressure would “undoubt-
edly” lead to more variants around the
world this year that could have higher
transmission rates, higher fatality rates
and be more difficult to prevent, he said.

“The more people infected, the more
virus there is,” Farrar said, adding that
Sars-Cov-2 was now mutating in differ-
entways inresponse to growing levels of
immunity in the population owing to

vaccination or prior infection. “We've
had biological evolution and now we've
gotimmunological evolution.”

He called on companies, governments
and Covax, the World Health Organiza-
tion’s vaccine procurement pro-
gramme, to begin exploring second and
third-generation jabs that could be
adapted to new variants and elicit a
broader immune response. In the
meantime, he said existing vaccines,
including the Oxford/AstraZeneca shot,
should be used where they are known to
be effective — including in the UK —
alongside other methods to drive down
transmission.

“Keep focusing on public health, driv-
ing down transmission, [make] oxygen
and personal protective equipment
available,” he said. “Make sure we just
don’t focus on vaccines.”

He also urged greater co-operation
among countries to eliminate the virus.
“If we don't stamp [the virus] out every-
where, the new variants will appear and,
because they have such an advantage,
they will spread everywhere,” he said.
“Unless the UK wants to close its bor-
ders forever, it's going to have to get rid
of the virus or reduce it to a level [low
enough to manage].”

Avoiding vaccine nationalism was “no
longer about a moral, ethical, humani-
tarian perspective,” he said. “For me
this is now a financial and economic one
rather than justa healthone.”

Sir Mark Lowcock, the UN's under-
secretary-general for humanitarian
affairs and emergency relief co-ordina-
tor, also called on countries to abandon
vaccine nationalism. “If we all want to
be protected, moving faster to get some
protection everywhere is a goodidea.”

Travel restrictions

England arrivals face threat
of prison for hiding trips

FT REPORTERS

Passengers arrivingin England who try
to conceal journeys to countries on a
list of high-risk destinations face up to
10 years in jail as part of a series of
tough new quarantine restrictions
announced by health secretary Matt
Hancock yesterday.

Amid growing concerns over the threat
from new coronavirus mutations, Han-
cock also announced that from Monday
next week all arrivals would need to
take two Covid-19 tests on the second
and eighth day after arriving, in addi-
tion to the requirement to produce a
negative test within 72 hours before
departure.

“We must strengthen our defences,”
Hanoock told MPs. “Everyone has a part
to play in making our borders safe.”

Although the new measures represent
a significant tightening of the quaran-
tine system, opposition politiclans —
and some ministers — have questioned
the slow introduction of the regime and
whether border restrictions should be
even tighter.

Hancock announced £1,000 fines for
any international arrival who failed to
take a mandatory coronavirus test.
There would be a £5,000 fixed-penalty
notice, rising to £10,000, for arrivals
from high-risk countries who refused to
gotoaquarantine-designated hotel.

“Anyone who lies on the passenger

locator form and tries to conceal that
they've been in a country on the red list
in the 10 days before arrival here will
facea prison sentence of up to 10 years.”

But the oppesition Labour party
called for Hancock to go further, while
the Scottish government said the UK
government’s “reactive” approach was
“not sufficient” to protect against new
coronavirus variants.

Separately, Edinburgh said it would
require all people arriving from outside
the UK’s common travel area with Ire-
land — not just those coming from the 33
nations on the so-called “red list” — to
go into the new hotel quarantine sys-
tem. Scotland would use the UK govern-
ment’s hotel booking system and seek
its help to identify travellers who
needed to quarantine.

Scientists have questioned whether
the “red list” goes far enough, given that
the 501.V2 variant, first identified in
South Africa, has now been identified in
at least 41 countries, according to the
‘World Health Organization.

But Professor Graham Medley, a
member of the Scientific Advisory
Group for Emergencies, said measures
to tighten border controls would not be
able to prevent transmission of new var-
iants entirely; they would only be able to
slow their spread. “You cannot stop it,
you can only slow it down.”

Jim Pickard, Anna Gross and Alice Hancock
in Londonand Mure Dickie in Edinburgh

Doubts over jabefficacy against

50LV2 strain prompt rollout
halt that will be closely watched

DAVID PILLING — LONDON
JOSEPH COTTERILL — JOHANNESBURG

Last week, Cyril Ramaphosa stood
flanked by senior ministers at OR
Tambo International Airport, Johan-
nesburg, to welcome the first batch of
1m doses of the Oxford/AstraZeneca
Covid vaccine tothe country.

“Today marks a major milestone in
our fight against the coronavirus pan-
demic,” South Africa’s president said,
effectively firing the starting gun on the
immunisation campaign in the conti-
nent’s worst-affected nation. “This
batch will benefit our healthcare work-
ers who have been at the forefront of
keepingusall safe.”

A week later, those plans are in tat-
ters. South Africa has temporarily
halted the rollout of the Oxford/Astra-
Zeneca vaccine after a Witwatersrand

university study appeared to show that
it offered little protection against mild
and moderate disease from the 501.v2
variant first identified in South Africa.
The study has yet to be peer reviewed
and did not assess severe disease.

That study, first reported in the
Financial Times, has left scientists
scrambling to figure out its implications
for the likely effectiveness of the Oxford
vaccine and others as the virus mutates.

How South Africa, where the 501.v2
strain accounts for at least 80 per cent of
new cases, modifies its vaccine strategy
inresponse will be closely watched.

“1f confirmed that the vaccine doesn’t
protect against severe disease and death
caused by the South African variant, we
have a massive problem,” said Peter
Piot, director of the London School of
Hygiene and Tropical Medicine. But
Piot stressed other vaccines, including
the Johnson & Johnson jab, showed pro-
tection against severe disease and death
caused by the 501.v2 variant.

8o far, 45,000 South Africans have
officially died of Covid-19 and nearly
1.5m of the 60m population have tested

Pandemic response. Oxford/AstraZeneca blow

South Africa’s vaccine plans in tatters after variant concerns emerge

positive for infection. Pretoria’s imme-
diate plan is to switch to the J&] vaccine.
J&]J has submitted a so-called rolling
application to the South African Health
Products Regulatory Authority and is
expected to submit further datashortly.

Helen Rees, who chairsthe healthreg-
ulator, said: “There is a consensus
among scientists in South Africa, sup-
ported by the minister of health, that
the rollout of the Oxford vaccine should
be put on temporary hold, but that the
rollout should continue with other vac-
cines which have demonstrated efficacy
againstthe variant.”

South Africa has also secured 20m
doses from BioNTech/Pfizer for deliv-
ery in the second quarter, plus 110,000
of its doses through Covax, the vaccine
distribution facility, which should
arrive this month. There are no clinical
data for Pfizer’s vaccine against the
501.v2 variant but laboratory studies
showed a strong antibody response.

Early doses of J&] and Pfizer will go to
1.5m-2m healthcare workers, before the
health ministry moves to its target of
immunising 40m, or two-thirds of the

population, by the end of this yearina
push for herd immunity. However, even
before the Oxford setback, several
health experts, including Dr Shabir
Madhi, leader of the Wits study, had
called those plans unrealistic.

After the study was released, Madhi
said Pretoria might consider shifting
“the focus from the goal of herd immu-
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nity against transmission to the protec-
tion of all at-risk individuals in the pop-
ulationagainst severe disease”.

In all, South Africa has ordered 9m
doses of the J&] vaccine and is expecting
deliveries in time for a mid-February
rollout. J&]J has also contracted Aspen, a
South African pharmaceuticals com-
pany, to complete production of up to
300m doses of its vaccine for global
delivery, but these are unlikely to be
ready for severalmonths.

J&] said it was “in advanced discus-
sions with the South African govern-
ment about potential additional collab-
orations to combat Covid-19 in the
country”, and further announcements
were expected soon.

Dr John Nkengasong, director of the
Africa Centres for Disease Control and
Prevention, said Pretoria was right to
halt use of the Oxford vaccine while it
investigated further. “The keyword is
‘temporary’,” he said. “They should step
back and take a lool. It's not a disaster, it
isacautionary measure.”

But Nkengasong said the study was of
concernnot only for South Africabut for

the rest of the continent, where the
oOxford vaccine formed what he called
“the backbone” of the immunisation
strategy. Some 500m doses have been
ordered via the African Union and sev-
eral hundred million more via Covax.
The World Health Organization said it
had identified cases of the variant in
Botswana, Ghana, Kenya, Comoros and
Zambia, as well as in 24 non-African
nations. However, many African coun-
tries lacked the capacity to detect the
new strain on a systemic basis, said
Nkengasong, adding the continent had
to step up its genomic testing ability.
Fatima Hassan, founder of South
Africa’s HealthJustice Initiative, a group
campaigning for equitable access tovac-
cines, said it was urgent for vaccines
already demonstrating high efficacy to
be tested further in regions where those
variants were circulating. “If it does
work . . . those are the vaccines you
have to share with the world and ramp
up manufacturing capacity,” she said.
Additional reporting by Hannah Kuchler
in New York
Martin Wolf see Opinion
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Saudis overhaul central bank to lift growth

First big change in decades
aims to support crown
prince’s investment plans

ANDREW ENGLAND — LONDON
SIMEON KERR — DUBA|

Saudi Arabia’s central bank is set for its
most significant changes in decadesasa
law comes into force this month that
analysts say will formalise Crown Prince
Mohammed bin salman’s efforts to
divert more of the kingdom’s oil wealth
toback his grandiose investment plans.
The overhaul of the bank — known as
Sama — in which driving growth will
become part of its mandate and in
which it will report directly to the king,
could diminish its role of investing hard

currency surpluses in favour of the sov-
ereign wealth fund chaired by the
prince, say analysts.

1t highlights the kingdom’s shift from
being a conservative investor to a more
aggressive and higher-risk approach
favoured by Prince Mohammed, the
nation’s day-to-day ruler.

Mohammed al-Jadaan, the finance
minister, said the changes would not
affect Sama’s core responsibilities,
including maintaining enough reserves
to protect the riyal-dollar peg and finan-
cial stability, as well as regulating and
supporting the financial sector.

“We have a clear proposal of how the
surpluses are distributed. One is to re-
build our buffers with the central bank
and [two], to rebalance our debt if
needed, so if it goes beyond a certain

level we can bring it down,” he said.
“Third and fourth, is a distribution bet-
ween the national development fund
[NDF] and the PIF [sovereign wealth
fund] because that is the money we
want to invest long term.”

The NDF, which was set up in October
2017 to oversee state development
funds, is also chaired by Prince Moham-
med and manages more than $80bn of
assets. Analysts say Sama needs about
$300bn to protect the riyal peg from
speculation. Sama’s foreign reserves fell
toabout $444bn in the middleof2020.

Jadaan insisted the changes to Sama,
the firsttothe central bank law since the
bank's creation in 1952, were designed
to modernise the legislation, bring it in
line with international standards and
provide the institution with greater ind-

ependence, as some of its responsibili-
ties, such as issuing bank licences, had
been handled by the finance ministry.

Sama, the traditional custodian of the
kingdom’s wealth that mainly invested
in US bonds and similar low-risk assets,
has been overshadowed by the public
investment fund or PIF. The PIF has
become the dominant force in Prince
Mohammed’s economic arsenal and has
been asked to invest more actively over-
seas for higher returns. It wants to swell
its assets under management from
$400bn to $1tn by 2025.

Its mandate is broader than its peers
in other oil-rich states asit straddles for-
eign investing, development of mega-
projects and new industries. Sama
transferred $40bn to the PIF from its
foreign reserves as the fund went on a

spending spree during the global mar-
ket turmoil in the first quarter of 2019.

Jadaan, a PIF board member, said it
would not be the “norm” for the fund,
which has pledged to invest $200bn in
Saudi Arabia over the next five years, to
receive transfers from Sama’s reserves.
The PIF had enough funding and would
get extra financing from privatisations
and any further listing of Saudi Aramco,
thestate oil company, headded.

Describing the PIF as the govern-
ment’s “asset manager”, he said: “If you
need more return, you need more risk,
butit has to be a calculated risk.”

Alexander Perjéssy, lead analyst for
Saudi Arabia at Moody, said the ques-
tion was whether central bank changes
would “decrease transparency” as the
PIF “provides very little disclosure™.

Labour market

Plunge in migration risks
global revival, says OECD

DELPHINE STRAUSS — LONDON

Countries that have weathered the
pandemic well face a lasting economic
dragfrom the global collapse in skilled
migration which will stumt the growth
of their working-age population, econ-
omists have warned.

The crisis ended a decade of steady
growth in migrant flows globally, OECD
data found. Few countries have pub-
lished figures for 2020 as a whole, but
Jean-Christophe Dumont, who leads
migration research at the OECD, said
the year-on-year drop in inward flows to
rich countries ranged from 30 per cent
to 70 or 80 per cent in those such as Aus-
tralia and New Zealand that closed their
borders almost completely.

With many countries now tightening
border controls, migration in 2021 will
be “far from normal”, he said, and
“could well be similar to 2020 if things
don’t getbetter quickly”.

Migrants bear the brunt of this, from
worlers unable to take up jobsand fam-
ilies kept apart, to students forced to de-
fer courses and refugees stuck in camps.

There will also be lasting effects for
countries that have recently relied on a
steady influx of newocomers to fill jobs,
sustain growth in the labour force, boost
the education sector and offset the fiscal
burden of an ageing population, econo-
mistssay. In Australiaand New Zealand,
gross domestic product growth has been
fuelled by an expanding population,
largely via high net immigration.

But even if net migration returns to
pre-pandemic levels by 2024, their res-
pective working age populations will be
2per cent and 2.8 per cent smaller in the
medium term, the IMF estimates,

| Fall in residence permits
granted by OECD countries

Index, Jan=100

150

2019
100

~7

50

2020

— 7T 1 1 T 7169

Jan Feb Mar Apr May Jun
Source: OECD

equivalent to a loss of potential output
of between 1.2 and 1.7 per cent.

Marcel Thieliant of consultancy Capi-
tal Economics said migration was a key
reason Australia’s economy was unli-
kely to return toits pre-virus path, call-
ing it “the price they are paying for very
successful managementof the virus”.

Philip Lowe, governor of Australia’s
central bank, said recently population
growth had shaped the economy, driv-
ing GDP growth, offsetting the ageing
population, boosting the education sec-
tor and straining housing and infra-
structure. But in 2020-21, such growth
will be the lowest since 1916 when many
left to fight in the war. “If population
growth is to be slower in a post-Covid
world, the trajectory for our economy
will look different too,” he added.

canada, which has a policy of pursu-
ing population growth at a similar rate
to Australia, has increased net immigra-
tion targets from 1m between 2020 and
2022 to 400,000 permanent residents
in each of the next three years, which
would be the highest level inits history.

Other governments do not see the fall
in migration as an immediate problem,
as overallunemployment is rising there.
An exception is in areas such as health-
care and agriculture; last year, some
countries imported seasonal workers.

“In the short term and medium term,
it could be a good thing that fewer peo-
ple are coming now,” said Madeleine
Sumption, on the Migration Advisory
Committee which advises the UK gov-
ernment. Migrants who arrived during
recessions were more likely to compete
with domestic workers, she added.

But a lasting drop in cross-border
mobility could hit countries where mig-
ration has offset the pressures of ageing
populations. Without net immigration,
the natural rate of decline in Germany’s
population was about 150,000 a year
before the crisis, while in Italy it was fall-
ing by more than 200,000 a year. The
pandemic’s lower immigration, higher
mortality and fewer births meant the
German population shrank in 2020 for
the first time inadecade.

Global migration is likely to pick up
once borders reopen but economists do
not expect it to reach pre-pandemic lev-
els for some time. Some groups may also
be more important than before, said
Carlos Vargas-Silva, a migration studies
professor at Oxford university, yet re-
mote working could make labour short-
ages in developed countriesless likely.

Contracts & Tenders

MUNICIPAL CORPORATION OF GREATER MUMBAI
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Myanmar
Protesters hit
with water

cannon and
rubber bullets

Water cannon spray protesters
during demonstrations in

Naypyidaw yesterday
STRIAFRIGety

Thousands of people gathered in
cities across Myanmar for a fourth
day yesterday, defying a ban on
protests to oppose the military junta’s
overthrow of Aung San Suu Kyi's
government.

Police in the capital Naypyidaw
fired rubber bullets at protesters and
deployed water cannon against
demonstrators in Mandalay,
Myanmar’s second-largest city.

Crowids in Yangon, the commercial
capital, were smaller than on previous
days after authorities on Monday
imposed a ban on crowds of more
than five people in cities and
escalated their use of force.

At Yangon's Hledan junction,
protesters defied orders to disperse.

“The curfew is illegally announced,”
said James, a 33-year-old protester,
who said the public would accept
orders only from elected leaders.

The growing unrest raised the
spectre of a repeat of the violent
crackdowns used against past
democratic movements in the
country, which led the international
community to impose sanctions in

the final years of military rule.

e

The protests came as the second big
foreign investor pulled out of a
business partnership with a compamny
controlled by Myanmar’s military.

Lim Kaling, a Singapore-based
venture capital investor and co-
founder of gaming company Razer,
said he would sell his stake in the
country’s leading cigarette producer.

Kirin, the Japanese brewer, on
Friday said it would terminate the
two joint ventures it co-owns with
military-backed conglomerate
Myanmar Economic Holdings.

Min Aung Hlaing, the military chief
and junta leader, promised
continuity, in a televised speech on
Monday. “There will be no change in
the foreign policy, government policy
and economic policy of the country
during the periods we are temporarily
taking the state responsibility,” the
general said in his first public
comments since last Monday’s coup.

The UN Human Rights Council will
hold a special session in Geneva on
Friday to discuss “the human rights
implications of the crisis”. john Reed,
Bangkok, and Thompson Chau, Yangon
SeeFTView

Birth rate

Number of
registered
newborns in
China drops
15% in 2020

THOMAS HALE — HONG KONG
YUAN YANG AND SUN YU — BELJING

Births in China fell sharply last year as
the coronavirus pandemic intensified
the scale of the demographic challenge
facingthe nation.

They dropped 15 per cent from 2019,
according to data from the country’s
Ministry of Public Security, with 10.04m
births inthe country last year compared
with 11.79m a year earlier based on
household registrations.

The steep decline is the latest evi-
dence of the demographic challenges
facing China, where urbanisation and
the historic one-child policy has
resulted in a rapidly ageing population
that will put pressure on public finances
overcoming decades.

“We've known for some time there
would be a decline, but such a big drop
was beyond our expectations,” said
Huang Wenzheng, a demography
expert at the Center for China and Glo-
balization, a Beijing-based think-tank.
“We believe [last year’s decline] is
related to Covid: that households are
more worried now.”

In 2015, China's leadership loosened
its family planning restrictions in order
to address looming demographic prob-
lems, but the two-child policy it imple-
mented has failed to prop up birth rates.

Academics expect China to further
relax its birth policies, but also warn the
moves may come toolate.

“It’s very clear from those numbers
that the negative demographic spiral in
which China finds itself is serious, is
powerful and will cause really large-
scale fundamental problems,” said Dar-
iusz Kowalczyk, an economist at Crédit
Agricolein Hong Kong.

Kowalczyk anticipates the Chinese
population will begin to shrink in 2027,
which he says will “limit its share in glo-
bal GDP” and its potential to challenge
the US as the world’s leading super-
power.

The MPS data does not capture new-
borns that are undocumented at the
household level. Full demographic data
from the country’s National Bureau of
Statistics are set to be released at the end
ofthe month.

Pessimism over the data contrasts
with a recent economic boom in China
following the pandemic. Gross domestic
product grew 2.3 per cent in 2020 in
contrast to declines across other big
economies, with the country’s industrial
and exportsectors flourishing,

Experts say the country’s birth rate
challenge will require additional policy
measures,

“Although we might see a small
bounceback in the next few years, the
overall trend is one of long-term decline
in birth rates,” said Huang. “To truly
address this issue, we need tomake ita
policy priority, like poverty alleviation
or battling Covid.”

Additional reporting by Emma Zhou in
Beijing

10.04m 2.3%

China births last China's GDP
year, compared growth In 2020,
with11.79m a while other
year earlier natlons saw falls

Climate change

India urged to meet surging energy demand with solar power

BENJAMIN PARKIN — MUMBA|

India’s energy demands will increase
more than those of any other country
overthe next two decades, underlining
the country’s importance to global
efforts to combat climate change,
according to the head of the Interna-
tional Energy Agency.

In a report, the IEA said India’s needs
are expected to grow at three times the
global average under today’s policies as
urbanisation fuels a construction spree,
people buy more appliances such as air
conditioners and hundreds of millions
of vehicles hit the roads.

“The choices made by the Indian gov-
ernment, by the Indian people, will
affect the entire world,” said Fatih Birol,
the IEA's executive director.

Energy use in India has doubled since
2000, with most of the demand met by

coal and oil. Demand is expected to
grow about 35 per cent until 2030, down
from 50 per cent before the pandemic.

Birol said policymakers needed to
ensure the next wave of growth was met
with renewable energy sources such as
solar. “India is in a position today to pio-
neer anew model for low-carbon inclu-
sive growth. The nerve centre of climate
change is what developing countries do
[and] all roads go via India,” he said.

Narendra Modi, prime minister, has
set ambitious targets for renewable
energy growth, including an expansion
in capacity to 450 gigawatts in the next
decade.

Solar energy makes up less than 4 per
cent of India’s electricity generation,
with coal accounting for an estimated 70
per cent. But solar could catch up by
2040 if India is able to balance its
policy goals with real-world constraints.

Covid-19, however, risks denting
India’s clean energy transition if it is not
brought under control this year. The
IEA estimates Indian energy investment
fell 15 per cent in 202.0.

The Indian economy is expected to
shrink 7.7 per cent in the financial year
ending in March, according to govern-
ment estimates. The health crisis could
also increase the dependence of house-
holds, particularly those on low
incomes, on inefficient energy sources,
Birol said. For example, 660m Indians
rely on solid biomass such as firewood
for cooking fuel.

“India has a huge potential to be the
kingmakerin solar electricity because it
isvery cheap,” Birol said.

But obstacles to investment in renew-
able energy sources such as solar per-
sist, including a tricky regulatory envi-
ronment that creates difficulties over

land acquisition and concerns about
enforcementof contracts.

“The pace is the issue ...Indiaisa
country where you have strong energy
demand growth, rule of law and a strong
investment framework,” Birol said.

“The main issue is to have licensing,
giving permission, bringing in investors
without falling in the traps of the
bureaucracy.”

Coal is also expected to continue to
play alarge role in industry, not least in
steel production, even as India reduces
its dependence on the fossil fuel for elec-
tricity generation.

India’s dependence on imported oilis
another perennial economic risk and
policy challenge. Evenunder a balanced
growth scenario, the country’s fossil fuel
import bill is expected to triple over the
next two decades.

See Notebook
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Amazon told
not to interfere
in US workers’
push for union

e 70 investors voice support for ballot
e Company wages spoiling campaign

DAVELEE — SAN FRANCISCO

Amarzon should stop interfering with
efforts by its workers to unionise ahead
of a pivotal vote in Alabama, said a
group of more than 70 of its investors.

Mail-in balloting began this week
among more than 5,800 employees in
Bessemer, a Birmingham suburb, inthe
first push by US-based Amazon workers
tovotefor union representation.

But an anti-union campaign has been
waged through billboards, flurries of
text messages and compulsory meet-
ings. A website has been set up to advise
workers that unionisation would mean
“it won't be easy to be as helpful and
social with each other”,

The Amazon investors, led by the
Swedish groups Folksam and Ohman

‘They have my full
support as they fight for
asafe, fair workplace’

Scott Stringer, NY City comptroller

Fonder, collectively control more than
$20bn in shares and include the comp-
trollers for both New York State and
New York City, Legal and General
Investment Management, BMO Global
Asset Management and the Church of
England Pension Board.

In aletter, they called on Amazon to
end its union-busting and remain “neu-
tral”. They added that Amazon appears
to be going against its own Global
Human Rights Principles, published on
the company’s website, which states it
respected “our employees’ right to join,
form, or not to join a labor union or
other lawful organisation of their own
selection, without fear of reprisal,
intimidation, or harassment”.

Scott Stringer, New York City comp-
troller, said: “As these workers seek to
organise with [the union] for health,

safety, and protection, Amazon’s inves-
tors are watching. We want workers to
know we have their backs. There is
power in their unity and power in
labour, and they have my full support as
they fight for a safe, fair worlplace.”

A successful vote would see workers
at the facility join the Retail, Wholesale
and Department Store Union, which
has pledged to focus on grievances
that include packing quotas, work-
place injuries and time allowed for
bathroom breaks. In Europe, Amazon
facilities with union-backed workforces
were able to stand down with full pay
during the early stages of the Covid-19
crisis.

In a statement, Amazon said it was
following the rules set out by the Nat-
ional Labor Relations Board (NLRB).

“We have provided education that
helps employeesunderstand the facts of
joining a union,” Amazon said. “If the
union vote passes, it will impact every-
one at the site and it'’s important associ-
ates understand what that means for
them and their day-to-day life working
at Amazon.”

Last month, when it was announced
the vote was to go ahead, Amazon
launched a website, DoItWithout-
Dues.com, that listed what it considered
the downsides of joining a union.

As well as linking to a document
detailing the salaries of local union rep-
resentatives, the site included messages
such as “Anauthorization card or online
form is LEGALLY BINDING and may
obligate you to PAY monthly dues
immediately from YOUR PAYCHECK”,
and “WHY NOT save the money and get
the books, gifts & things you want? DO
ITwithout dues!”

Last week, the NLRE rejected Ama-
zon’s request to delay the vote and move
to an in-person format. In order for the
union vote to succeed, backers need to
win 50 per cent, plus one, of the retur-
ned votes. Voting closes on March 29.

Ransom attack Fresh setback for

Cyberpunk

studio as hackers threaten to leak source code

JAMES SHOTTER — WARSAW

Polish gaming group CD Projekt,
maker of Cyberpunk 2077, said it had
fallen victim to a “targeted cyber
attacle” from an “unidentified actor”
threatening to leak its source codes
and internal documents,

CD Projektsaid that during the attack,
discovered on Monday, someone had
“gained unauthorised access to our
internal network” and “collected cer-
tain data belonging to CD Projekt cap-
ital group”. The attacker was demand-
ing aransom.

CD Projekt shares dropped 6 per
cent yesterday.

The group published what it said
was the ransom note, which dem-
anded that it get in touch to negotiate
within 48 hours. The message read:
“Hello CD Projektininnmi Your
[sic] have been EFICALLY pwned!!”

It claimed that those behind it had
gained access to codes for Cyberpunk

Developer CD Projekt says it will ‘not give in to the demands nor negotiate with the actor’ — sap niensiurmhotoiGetry msges

2077 and Witcher 3, and “accounting,
administration, legal, HR [and]
investor relations” documents. “If we
will not come to an agreement, then
your source codes will be sold or
leaked online and your documents
will be sent to our contacts in gaming
journalism.”

CD Projekt said it would “not givein
to the demands nor negotiate with the
actor, being aware that this may even-
tually lead to the release of the com-
promised data”.

The group said “some devices in our
network have been encrypted” but
back-up files remained intact, and it
had “secured our IT infrastructure
and begunrestoring the data”.

It was taking steps to mitigate the
impact but that to its “best knowl-
edge” the compromised systems “did
not contain any personal data of our
playersorusers of our services™

CD Projekt, founded in 1994 by
Marcin Iwinski and Michal Kicinski,

achieved success with its series of
Witcher games. Last year it briefly
became Poland’s most valuable listed
group as gamers looked forward to
release of Cyberpunk 2077, featuring
Keanu Reeves, one of the most expen-
sive and highly anticipated launches
in the sector’s history.

But Cyberpunk’s launch was marred
by glitches, prompting Sony to
remove the game from its online
Playstation store a week before
Christmas and offer full refunds to
disappoeinted customers.

The episode triggered aslump in CD
Projekt’s shares, with the company’s
market value falling from more than
40bn zloty ($11bn) in the run-up to
Cyberpunk’s launch to less than 30bn
zloty soonafterwards.

Kicinski told the Puls Biznesu
newspaper on Monday that he
hoped cyberpunk would be readmit-
ted to Sony’s gaming store as soon

as possible.

Eli Lilly CFO
resigns over
‘Inappropriate
relationship’

HANNAH KUCHLER — NEW YORK

Eli Lilly’s chief financial officer has
been forced to step down after aninter-
nalinvestigation had revealed “consen-
sual though inappropriate personal
communications” with some Lilly
employees.

The US drugmaker said the probe had
been sparked by allegations that Josh
Smiley had an “inappropriate personal
relationship” withan employee.

Smiley, who has been chief financial
officer since 2018, will be replaced by
Anat Ashkenazi, a senior vice-president
who has been controller and chief finan-
cial officer of Lilly research laboratories
since 2016.

David Ricks, Lilly’s chief executive,
said the company’s core values were
“integrity, excellence and respect for

“We expect all employees to live these
values, and we expect exemplary con-
duct from our executives at all times,”
he said in astatement yesterday.

Lilly said Smiley’s conduct was not
related to financial controls or state-
ments. He will be available to help
with the transition to his successor.
shares in the company were down 2.4
per cent in early afternoon trading in
New York.

The resignation is the latest sign that
large corporations are taking a stricter
approach torelationships at work.

Many businesses have taken the view
that executives should not have office
relationships, fearing they are, or could
be interpreted as, an abuse of power.

Former chief executives of McDon-
ald’s and Intel, and a former executive
at BlackRock, are among those who
have stepped down after it was
discovered that they had consensual
personal relationships.

In 2018, more leaders were removed
for ethical lapses than poor business
performance, according toa PwC survey
of 2,500 companies.

Ashkenazi said the company had a
“high degree of confidence” in its short
and long-term outlook. Eli Lilly beat
expectations in the fourth quarter,
boosted by demand for diabetes and
cancer drugs, as well as sales of its
Covid-19 antibody treatment.

“I look forward to building on this
excellent foundation, working closely
with Dave and the rest of our talented
Lilly team to drive our strategy forward
and helping create shareholder value in
theyears ahead,” she said.

INSIDE BUSINESS

<
an you imagine life with-
out Google? That is the curi-
ous reality Australians have
been contemplating since
the US technology company
threatened to shut its ubiquitous search
engine last month over a draft law forc-
ing Big Tech to pay news providers for
content.

“If the code becomes law, Google
would have no real choice but to stop
providing search in Australia,” Mel
Silva, managing director Google Aus-
tralia & New Zealand, told MPs ona par-
liamentary committee scrutinising the
draft news media bargaining code on
January 22.

The ultimatum provoked a terse reac-
tion from Scott Morrison, prime minis-
ter, who told journalists: “We don’t
respond tothreats.”

Concern is mounting that a G-exit
might cause severe disruption, particu-
larly for small businesses that rely on
search to drive customers to their
websites.

“1t would have a significant impact
on our ability to connect our content to
our audience,” according to Neil Ack-
land, chief executive of Junkee Media, a
small publisher that targets the youth
market.

He warned that the code, which gov-
ernment sources expect will be enacted
within weeks, could “potentially be

fatal” for small publishers such as Jun-
kee, which rely on Google and Facebook
to drive 75 per cent of traffic to their
websites.

The code creates an arbitration sys-
tem that could make binding decisions
on the fees Google and Facebook must
pay news providers for content carried
on their platform, if commercial negoti-
ations fail. The platforms must also pro-
vide at least 14 days’ notice before
changing algorithms that impact traffic
tonews’ websites. There are stiff finan-
cial penalties if either company
breaches non-discrimination clauses.

Canberra says the world-first regula-
tion is needed to address a “fundamen-
tal imbalance” in bargaining power
between Google, Facebook and tradi-
tional media companies. The tech
groups have become gatekeepers to the

internet, capturing

A$81 of every (ritics allege the

A$100 spent on

online advertismg, CONSETvative government
and are unwilling - drew up the pioneering

to fairly compen-

sate news provid- Fegulation to curry favour
ers for their con- with News CD[‘p

tent, according to
the government.

Both tech groups say the code is
unworkable in its current form and
argue that they derive little financial
benefit from displaying news.

Google has warned that it would
break the way its search engine operates
and undermine a fundamental principle
of the internet by forcing the company
to pay to provide links to news websites.

Facebook has warned that it will
remove all news, local and interna-
tional, from its platform in Australia if
the code is enacted.

The code has pitted Big Tech in
a lobbying campaign against news pro-
viders such as Nine Entertainment and

Google’s tactics over media bill raise the stakes for Canberra

News Corp, the latter arguing that it is
owed up to A$1bn a year from Google
and Facebook for delivering eyeballs on
to their platforms.

Analysts say the outcome of the battle
holds implications, with Canada, France
and several other jurisdictions mulling
similar regulation.

“One source of concern for Google is
that the news media bargaining code
creates a precedent, potentially spur-
ringregulation in larger markets such as
the United States,” says Liam Harrison,
analyst at IbisWorld, a research group.

Google’s hardball tactic of threatening
to shut its search engine has raised the
stakes for Canberra, which critics allege
drew up the pioneering regulation to
curry favour with News Corp — a
staunch supporter of the conservative
government.

Atlassian, Australia’s most successful
tech company; says the code is poor reg-
ulation because it targets just two com-
panies and would “harm future tech
investmentsand the economy at large”.

Most analysts believe a G-exit will
deliver a significant economic hit in the
short term, although not as dramaticas
the A$53bn in annual economic benefits
that Google claims it generates for busi-
nesses and consumersin Australia.

Google’s brinkmanship holds consid-
erable risks for the tech group. Some
analysts warn that the strong-arm lob-
bying tactics from Google could prove
counterproductive.

“There are already calls for Big Tech
to be broken up in the US, and there may
be more of this in relation to monopo-
lies . . . That could in the future mean
laws that prohibit Google being the
default engine on browsers,” says David
Holmes, assistant professor at Monash
University in Melbourne.

Jamie.smyth@ft.com

NOTICE OF BAR DATE
PEGASUS AVIATION LEASE SECURITIZATION
559 Pacific Avenue
San Francisco, California 94133
IN RE: PEGASUS AVIATION LEASE SECURITIZATION,
A Delavare Statutory Trust
NOTICE OF DEADLINE FOR SUBMISSION OF PROOFS OF CLAIM

TO ALL PERSONS AND ENTITIES WITH CLAIMS AGAINST THE FOLLOWING ENTITIES (COLLECTIVELY,
THE “PALS GROUP")

PEGASUS AVIATION LEASE SECURITIZATION (“BALS"), a Delaware statutory trust

PEGASUS AVIATION I, INC., & Delaware corporation

PALS [, INC., a Delaware corporation

PALS II, INC, & Delaware corporation

PALS IIL, INC., & Delaware corporation
PLEASE TAKE NOTICE THAT, on Jasuary 13, 2021, PALS announced a plan of liquidation to wind-up its affairs in an
orderly manner and subsequently to cease all business activities, and then to dissolve PALS and each remaining member of the
PALS Group. Pursuant to such plan, PALS has established March 15, 2021 (the “Bar Date") as the deadline for each person
ar entity (including, without limitation, individuals, partnerships, corporations, joint ventures, trusts and governmental wits) to
file any proof of claim (2 “Broof of Clalm™) ageinst merbers of the PALS Group. Any person ar entity who fails i file s Proof
of Claim prior to the Bar Date will be prohibited from filing a Proof of Claim against members of the PALS Group thereafter.
PLEASE TAKE FURTHER NOTICE THAT, sll Proofs of Claim must be filed so as to be actually received on or before the
Bar Date at the following address by firstaclass mail, hand delivery or overnight courier:
Pegasus Aviation Lease Securitization
cio Sky Aviation Leasing Management LLC
Atention: Eric Chase
559 Pacific Avenue
San Francisco, California 94133
Proofs of Claim will be deemed timely filed only if actually received by PALS at the address above on or prior to the Bar Date,
Proofs of Claim may pot be delivered by facsimile, telecopy, or electronic mail transmission.
PLEASE TAKE FURTHER NOTICE THAT, all Proofs of Claim should include:

{1) the name of the claimant;

{2) the cluimant’s address, telephone number and email address;

(3} the total amount claimed; and

{4} an itemized statement of support for the amounts claimed
PLEASE TAKE FURTHER NOTICE THAT, all Proofs of Claim will be processed and settled following the Bar Date, After
the completion of processing and setilement, procesdings will be intiated in which each member of the PALS Group will be
wound up.
PLEASE TAKE FURTHER NOTICE THAT, yoa MUST submit a Proof of Claim in accordance with the procedures set
forth herein to be eligible w receive & distribution on any claim you may have aguinst any member of the FALS Group, For
the purposes of this nodice, the word “claim” means: (a) a right 1 payment, whether or not such right is reduced o judgment,
liguidated, unliquidated, fixed, contingent, manired, unmatured, disputed, undispured, legal, equitshle, secured, or unsecured;
aF () & right to an equitable remedy for breach of performance if such breach gives rise to a right to payment, whether or not
such right to an equitsble remedy is reduced to judgment, fixed, contingent, matured, unmatured, disputed, undisputed, secured,
or unsecured.,
If you have any questions relating to this Notice, please feel free to contact Mark Lessard of Pillsbury Winthrop Shaw Pittman
LLP at 212-858-1564 or mark lessard® pillsburylaw.com.
YOU SHOULD CONSULT AN ATTORNEY IF YOU HAVE ANY QUESTIONS, INCLUDING WHETHER YOU SHOULD
FILE A PROOF OF CLAIM. PILLSBURY WINTHROP SHAW PITTMAN LLP, THE ATTORNEY'S FOR THE PALS GROUP,
ARE NOT AUTHORIZED TO PROVIDE YOU WITH ANY LEGAL ADVICE.
New York, New York
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BlackRock keeps faith in HK hub

Incoming Asia unit chiefl
highlights value of city’s
business infrastructure

MICHAEL MACKENZIE — NEW YORK

The new head of BlackRock’s Asia-
Pacific operations has projected that
Hong Kong will continue to be
a pre-eminent financial centre.

Rachel Lord said the Asian hubwould
play a central role in opening up China’s
financial system to the rest of the world
despite recent political upheaval.

Lord, whose move to Asia after four
years running the asset manager’s
European operations was announced
yesterday, said that the city’s history

and business infrastructure supported
its status.

“Infrastructure is very hard to move,”
she said. “It’s less about politics and
more about the way the ecosystem is set
up, and I don’t see any sign that Hong
Kong loses its pre-eminence.”

Lord will oversee BlackRock’s
planned expansion in China from Hong
Kong, according to a memo to the asset
manager’s staff.

she replaces Geraldine Buckingham,
who will continue at BlackRock asasen-
ior adviser but will move to Beijing.
Buckingham is married to Dominic Bar-
ton, Canada’s ambassador to Beijing.

Financial firms have been considering
whether to shift operations or staff from
Hong Kong since Beijing imposed a

national security law last year to clamp
down on unrest, raising questions about
whether the business environment is
becoming moreunpredictable.
BlackRock is amonglarge asset man-
agers and banks looking to establish a

‘It’s less about politics
and more about the way
the ecosystem is set up’

Rachel Lord

deeper presence in China and tap the
market of savers. UBS and JPMorgan
Chase are looking to build a wealth and
asset management presence in China.
“We are not alone in looking at the

opportunity in China, and I fully
expect we are the ones that get it right,”
Lord said.

China’s mutual fund industry
increased assets 48 per cent to arecord
$3.1tn in 2020 and UBS expects the
country to become the second-largest
asset management market after the Us
this decade.

Non-US businesses account for about
a third of BlackRock's revenues, and it
has set a target of reaching 50 per cent
over thenextdecade, with China central
to the effort. Asia-Pacific accounts for 7
percentof non-USrevenues at present.

The company expects to win approv-
als within months to operate a wholly
owned fund management business in
China, which would allow it to sell funds

to retail investors, and for its wealth
management venture with Temasek, a
Singapore state fund, and China Con-
struction Bank. BlackRock holds a 50.1
per cent stake inthe venture.

The need to encourage citizens to save
for retirement meant China would
accelerate opening-up to foreign firms,
said Susan Chan, who will continue as
BlackRock’s head of Asia, reporting to
Lord. “The rules will change and there
will be politics. Our job is to work within
thescopeofthose rules.”

Lord’s move to Asia is the latest
reshuffle of the asset manager’s top
ranks. Stephen Cohen, head of Black-
Rock’s iShares and index investing busi-
ness in Europe, Middle East and Africa,
will replace her as head of Emea.

Gamble on talent sees owners

of Tampa Bay Buccaneers

progress to Super Bowl victory

SAMUEL AGINI — LONDON
SARA GERMANO — NEW YORK

After 12 consecutive seasons without
reaching the postseason playoffs, the
owners of the Tampa Bay Buccaneers —
the Glazer family — made a $50m gam-
ble at the start of last year to turn their
American football fortunes round.

Late on Sunday, after an improbable
season culminating with the 31-9 vic-
tory Buccaneers victory over the
defending National Football League
champion Kansas City Chiefs, co-owner
Joel Glazer hoisted the Super Bowl tro-
phy witha sense of vindication.

“My father had an expression: if you
want to know the road ahead, ask the
person who's been there,” he said,
gesturing to quarterback Tom Brady by
his side. “We found that person.”

Atthe age of 43, Brady led the Bucca-
neers to victory in his first season with
the team, collecting his seventh career
championshipin the process.

The comments provided a rare
glimpse at the strategy of the Glazer
family, perhaps better known globally
for their ownership of Manchester
United. In more than 25 years of sports
ownership, they have kept a low profile
and rarely speak about their ambitions
for their investments,

Over the past year they have trans-
formed their clubs’ performances by
paying for top talent. Brady, a star
whose prospects had been written off by
most other teams due to his age, strucka
two-year deal with the Buccaneers
worth $50m. Across the Atlantic, the
Glazers brought young Portuguese star
Bruno Fernandes to Manchester United,
with his performances on the pitch driv-
ing the English football team to second
place in the Premier League behind
rivals Manchester City:

“They're obviously committed, it’s
just a question of why are they commit-
ted,” said John Tinker, research analyst
for Gabelli & Co, of the Glazers and their
sports investments. “Is it because they
want to win, or because they want to
build it up and sell it?”

Originally from the New York city of
Rochester, patriarch Malcolm Glazer
made his fortune by taking over the
family watch-parts business from his
immigrant parents, turning that wealth
into a diversified portfolio of invest-
ments including stakes in motorcycle

Travel & leisure. American football

Glazers on winning streak after $50m splurge

Rob

Gronkowski,
lett, and Tom
Brady of the
Tampa Bay
Buccaneers
celebrate after
defeating the
Kansas City
Chiefs on

Sunday — mis
Ehrmann/Gerty Images

group Harley-Davidson and toy truck-
maker Tonka, among other companies.

It was Malcolm Glazer’s children who
convinced him to buy a sports franchise
in 1995, according to a person close to
the family, with the enormous potential
returns from NFL ownership being a big
appeal. “It wasn't sentimental at all,”
this person said. When pursuing the
Buccaneers, the family “saw it as a tre-
mendous investment”.

A decade later, the Glazers followed
up with the £790m leveraged buyout of
Manchester United. The deal made the
family unpopular with some fans for its
use of debt to finance the deal. More
than £1bn has been spent on interest
payments, fees, dividends and other
costs associated with the takeover.

Despite success on the pitch after the
takeover, including five Premier League
titles and victory in the Uefa Champions
League, Europe’s biggest club tourna-
ment, the team has failed to recapture
either trophy since the retirement of
manager Alex Ferguson in 2013.

The following year, Malcolm Glazer
died, leaving to his six children a sports
empire worth an estimated $5.8bn,
according to Forbes.

The business of sports franchise own-

ership has changed since Glazer bought
the Buccaneers and is today far more
competitive, particularly in the Premier
League. The surgein media rights feesin
Europe has put pressure on clubs to
spend more to compete for titles.

The marketplace for those media
rights has also become more compli-
cated, Tinker said, pointing to an evolv-
ing crisis in French football and private
capital interest in Italy’s Serie A. “If you
look at the issues today, this business
which was relatively predictable — peo-
Pple pay to watch sports teams — sud-
denlyit'sall changed.”

The complexities of modern sports
ownership have been matched by a
sharp rise in franchise valuations. The
Buccaneers are now worth $2.28bn,
according to Forbes, a tenfold increase
from the Glazers’ initial investment of
$192min 1995 — thenarecord sumfora
sports franchise for a team that had the
worst record in American football.

At Manchester United, where some of
the shares are publicly traded, the stock
fell as low as $12.06 in March last year
after Premier League fixtures were sus-
pended because of the pandemic, sink-
ing below the $14 pricing of its initial
public offering in 2012. The shares have

Tsit
because
they want
towin, or
because
they want
to build it
up and
sell it?’

since rebounded to $16.33, valuing the
company at $2.6bn.

The UK fund manager Lindsell Train,
one of the two biggest shareholders out-
side the Glazer family, said in a letter to
its clients in January that 2020 was
unsurprisingly tough for the club. After
the onset of the pandemic, United reve-
nues fell to £509m in the 12 months to
June 30, a decline of almost 19 per cent
year on year, causing a net loss of
£23.2m.

However, the firm is betting that the
chub will benefit as Amazon and other
digital streaming platforms spend more
on sports content.

People close to the club said United’s
debt did not prevent it from strengthen-
ingits playing squad, pointing to €200m
of netexpenditure on players in the past
two years — including Fernandes, who
has had 21 goals and 16 assists in 37
league games since joining.

In the meantime, the Buccaneers’
Super Bowl victory has generated
appreciation for the Glazers’ decision
making, after the expensive bet onan
ageing Brady paid off,

“They could have looked really, really,
really silly hiring him,” said Tinlker. “It
was a big bet. No guts, no glory.”

Oll & gas

Total payout
maintained
as quarterly
results beat
expectations

DAVID KEOHANE — PARIS
ANJLI RAVAL — LONDON

Total joined the list of oil majors
reporting multibillion-dollar full-year
losses, but it provided a glimmer of
hope in the pandemic-stricken sector
by beating fourth-quarter expecta-
tions and maintaining its dividend.
The group yesterday recorded
a$7.2bn netloss in 2020, driven by asset
writedowns forced by the coronavirus
pandemic.

However, it said it would maintain its
€0.66 a share investor payout, confirm-
ing its position as the only European
major to keep its payout stable,

“I think that once again, in what
was an extremely volatile and adverse
year in 2020 ...we have shown
that in the face of that we can resist,
resist better than our competitors,”
Patrick Pouyanné, Total chief executive,
said yesterday.

On an adjusted basis, net income
dropped just over $4bn. The shares fell
1.7 per cent in Paris yesterday.

ExxonMobil, Chevron, BP and Royal
Dutch Shell have recorded more than
$50bn in losses between them for last
year, as the crash in oil demand crushed
crude prices and forced them to slash
spending plans.

As well as a cash crunch, the sectoris

Net loss for 2020 Decline In the
as the pandemic oll major’s net
forced asset Income on an
writed d| d basls

facing growing pressure from investors
and environmentalists to act against cli-
mate change, pushing big groups to shift
towards cleaner forms of energy.

Total has made a push into renewa-
bles, committing 20 per cent of its
planned $12bn in investments this year
into greener energy, and will propose
changing its name to TotalEnergies. The
rebrand will give shareholders “the
opportunity toendorse this strategy and
the underlying ambition to transition to
carbon neutrality”.

Total acquired a fifth of India’s Adani
Green Energy in a $2.5bn deal last
month, and Pouyanneé confirmed yes-
terday the importance of the subconti-
nent for Total’s clean energy ambitions.

European energy majors have been
re-evaluating long-term price assump-
tions to reflect pandemic impact and the
transition to cleaner fuels. Total posted
“exceptional asset impairments” of
$10bn, notably on Canadian oil sands
assets, booked earlier in the year.

The French group’s earnings began to
improve in the fourth quarter as the oil
price stabilised above $40 a barrel.
Adjusted net income came in at $1.3bn
for the quarter, beatinganalyst expecta-
tions of about $1.1bn but still down
59 per cent year on year.

Depressed refining margins meant
that, like its peers, the company was not
able to fully reap the rewards of higher
crude prices.

“In a quarter of volatile results and
disappointing cash flow for the super-
majors, Total delivers a good set of num-
bers,” said Giacomo Romeo at Jefferies.

Totalsaid it expected 2021 oil produc-
tion to be stable compared with last
year, benefiting from the resumption of
production in Libya, and it was target-
ing another $500m in cost cuts in 2021
ontopof$1.1bn in2020.

Seelex
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Fox News plans to maintain centre-right slant

ANMA NICOLAOU — NEW YORK

Fox Corporation chief executive Lach-
lan Murdoch defended the company’s
financial powerhouse, the Fox News
channel, telling investors the network
would go from “strength to strength™
despite a pullback in ratings after the
US presidential election cycle.

“We fully expect that news audiences
will normalise and Fox News will con-
tinue to dominate,” he said yesterday
while announcing that the cable chan-
nel’s chief, Suzanne Scott, would stay on
ina“multiyear” contract extension.

Observers have questioned how the
controlling Murdoch family would posi-
tion Fox News during a Biden presi-
dency, after some Donald Trump loyal-
ists railed against the network after the
November election when it called the
vote for Biden.

This led to a splintering in conserva-
tive audiences, as some followers of the
former president flocked to smaller

niche broadcasters such as Newsmax.

Murdochindicated that Fox News will
not pivot, stating: “We will stick where
we are and we think that is exactly right
and is the best thing for the business.

“We believe where we are targeted, to
the centre-right, is exactly where we
should be targeted. We don’t need to go
further right. We don’t believe America
is further right,” he said.

Fox News, alongside other US news
companies, is navigating a new political
eraafter the chaotic Trump presidency
fuelled a captivating news cycle, power-
ing record television ratings.

Murdoch’s comments came as Fox
News is embroiled in a legal battle over
its coverage of Trump’s unfounded
claims of election fraud. Smartmatic, a
voting machine company accused by
Trump supporters of having helped rig
last year’s US election, last week sued
Fox News, several of its high-profile
anchors and two of the former presi-
dent’slawyers for defamation.

Fox late on Monday filed a motion to
dismiss the $2.7bn lawsuit, arguing that
the network’s coverage was protected
by the First Amendment.

“When a sitting president and his sur-
rogates bring lawsuits challenging the
results of an election, the public hasa
right to know the substance of their
claims and what evidence backs them
up,” Fox said. “If those surrogates fabri-
cated evidence . . . then a defamation
action may lie against them, but not
against the media that covered their
allegations and allowed them to try to
substantiate them.”

Last month Murdoch’s brother James
criticised US media for the “toxic poli-
tics” threatening American democracy
in a stinging rebuke of the country’s
news industry. He did not directly men-
tion Fox News, his father or his brother.

The company, which haslong stressed
the divide between its opinion program-
ming and news coverage, has not res-
ponded to his comments,

Okada takes the top job at Nikkei Group

ALEX BARKER — LONDON
ROBIN HARDING — TOKYO

Naotoshi Okada will become chair and
chief executive of the Niklei Group as
the 144-year-old Japanese media com-
pany that owns the Financial Times
wrestles with the downturn brought by
Covid.

The move comes after chairman Tsuneo
Kita announced he will step down at the
age of 74, having overseen one the big-
gest periods of change in the history of
the employee-owned publisher.

Together with Okada, a former for-
eign correspondent and president of
Nikkeisince 2015, Kitamoved the news-
paper group online and ventured out-
side its domestic market in search of
growth.

Okada, who is 67, said that as chair-
man and chief executive of the Nikkei
Group, which oversees the company’s
strategic direction, he would continue
“an unwavering goal to become the

world’s strongest business media
group”, further expanding its global
operations.

Tsuyoshi Hasebe will succeed Okada
as president and chief executive of
Nikkei Inc, responsible for day-to-day
management of the parent company. He
started his career as a reporter, was edi-

Naotoshl Okada's
‘unwavering goal’
Is for the company
to be ‘the world’s
strongest business
media group’

tor-in-chief of the main Nikkei newspa-
per from 2016-19 and was the com-
pany’s head of corporate planning dur-
ingits £844m FT acquisition in 2015.
Setting out his priorities as president,
Hasebe said his strategy would focus on
digitisation and globalisation, and he
would make “enhancing the quality of
our journalism my greatest mission. We

also will focus on developing our human
resources in a way that will maintain
sustainable growth”.

Seeing the looming pressures on
Nikkei’s lucrative print business — the
circulation of its morning edition alone
exceeded 3m — Kita and Okada led the
launch of Wikkei’s online edition in
2010, becoming the first Japanese news-
paper to useapaywall.

Nikkei has more than 750,000 paying
online readers and a print circulation of
about 1.9m for its morning edition.

Alongside the digital transition, Kita
and Okada pushed the group overseas,
betting on global growth opportunities
inthe English language.

Nikkei’s overseas expansion began
with the 2011 creation of Nikkei Asia, its
English-language service covering the
Asian continent.

It was accelerated with the acquisition
of the FT from Pearson. It was the big-
gest international acquisition by any
Japanese news media group.
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Musk runs risk
of wild ride
with Tesla’s
bet on bitcoin

Carmaker’s $1.5bn investment in digital
currency defies corporate cash orthodoxy

RICHARD WATERS — SAN FRANCISCO
ERIC PLATT — NEW YORK
Cryptocurrencies play almost no role in
the staid world of corporate treasury,
where protecting a company’s financial
liquidity and cash reserves are key.
Their massive volatility has ruled them
out.

That did not stop Elon Musk, chief
executive of Tesla, from putting $1.5bn
of his company’s spare cash into bitcoin
lastmonth.

The company’s shares edged up more
than 1 per cent on news of the bet on
Monday, while the price of bitcoin
staged a strong rally. But to experts in
corporate treasury management, the
move makes almost no sense.

“Corporations invest their cash in
very high quality, short-term fixed
income securities, and are willing to
accept a relatively low rate of return,”
said Jerry Klein, a managing director at
Treasury Partners, an investment man-
agement firm in New York.

“I don’t think there is a case to be
made for investing corporate cash in a
risky asset like bitcoin, where they
could experience significant declines.”

Apart from a handful of listed vehicles
that try to give stock market investors a
way to speculate on cryptocurrency,
only a very few companies have put
their spare money into bitcoin. One of

‘That to me is OK if you
are a hedge fund and
vour clients know you
make speculative bets’

the first was the ecommerce site Over-
stock — though it only had $2m in bit-
coinwhen itlastdisclosed the figure.

The US software company Micro-
Strategy broke the mould in the middle
of last year, making a well-timed move
to start shovelling all the spare cash not
needed for its operations into bitcoin. A
week ago the company said it had spent
atotal of $1.145bn on bitcoin, and was
sitting on a hoard of digital currency
currently worth §3.2bn.

Michael Saylor, its chief executive,
described the investment as a “second
strategy” for his company alongside its
previous business of selling software,
rather than as a treasury decision. The
company has also said the investment
was designed to raise brand awareness
among corporate buyers of information
technology and boost its software sales.

For Tesla, with a stock market value
of more than $800bn, speculating on
bitcoin seems unlikelyto rise tothe level
of a second strategy. But accepting pay-
ment for its electric cars in the form of
bitcoin could burnish its brand in the
cryptocurrency universe.

Musk's vocal support for bitcoin and
other digital currencies has already
brought him a strong following in the
crypto world. Tesla also said it would
soon start accepting payment in bitcoin
in a limited way, potentially giving it
more ways to tap Musk’s crypto fan
base.

While there may be longer term
upside to Musk’s enthusiasm for bit-
coin, itbrings more immediate risks.

One is to reported profitability. Like
MicroStrategy, Tesla said it would treat
its crypto holdings as an intangible asset
with long-term value, like goodwill. As
such, it will have to revalue its bitcoin
holding regularly and take any decline
in value as a cost against profits.

Any increase in value, on the other

hand, cannot be fed back into profits,
but can only be realised when Tesla sells
the holding, in line with US accounting
standards.

Tesla’s quarterly profit swings are
already heavily influenced by the
amounts it makes from selling regula-
tory credits to other companies, dis-
tracting from the performance of its
underlying car business. A collapse in
bitcoin prices could add to the extrane-
ous earnings moves — though the down-
side would be limited to §1.5bn, unless
the company pumps more of its money
into crypto markets.

In its filing with securities regulators,
Tesla said its board had authorised pur-
chases of gold and other digital assets.

“It’s unusual, it’s risky and it won't
necessarily provide that hedge that they
are looking for,” said Campbell Harvey,
a professor at Duke University in Dur-
ham, North Carolina.

“That to me is OK if you are a hedge
fund and your clients know that this is
exactly what you do, you make specula-
tive bets and sometimes they work and
sometimes they donot. . . Teslaisnota
hedge fund.”

The largest blue-chip companies have
become full-time asset managers over
the past decade as their cash holdings
have swelled, venturing beyond time
deposits and money market funds as
places to park their cash.

However, their purchases have often
focused on the more sedate world of
Treasuries, corporate bonds and asset-
backed securities. Apple, which held
almost $200bn in cash and securities in
December, invested 48 per cent in cor-
poratedebt.

Bitcoin prices have swung wildly over
the past 12 months. During the worst of
the sell-off in March last year, prices fell
as much as 63 per cent from highs hit
just weeks earlier. The cryptocurrency
has since surged in value and is up ten-
fold from last year’s lows. On Wednes-
day itwas quoted as high as $47,492.

David Yermack, a professor at New
York University, said cryptocurrencies
were stillso new that accounting and tax
authorities did not yet have rules on
how companies should recognise the
investments. He added that Tesla’s
investment could prompt guidance on
those fronts.

“It has got to be at the top of every-
one’s minds,” he said. “Many companies
have avoided doing this for years
because the auditors don’t know how to
account forit.”

A large bitcoin investment could also
putadent in Musk’s self-declared inten-
tion of building a new style of corporate
conglomerate dedicated to tackling cli-
mate change. The intensive data-
crunching that goes into bitcoin mining
— the process by which people involved
in the network validate transactions —
consumes plenty of energy.

Some crypto experts argue that it
would be too simplistic for institutions
committed to environmental, social and
governance issues, or ESG investing, to
hold this against the company.

Ethan Buchman, a co-founder of the
crypto project Cosmos, said Tesla had
already faced potentially bigger ethical
concerns, given the mining practices
involved in extracting the materials
used in car batteries.

He alsoclaimed thatcryptocurrencies
such as bitcoin, if successful, could lead
to more moderate economic growth
over the long term, with big advantages
for sustainability.

See Opinion

Tesla plans to start allowing car purchases in bitcoin — creamstineicery images/FT Mortage

COMPANIES & MARKETS

Tesla chief Elon Musk's support for bitcoin has won him fans in the crypto world - andres HareyBioomberg
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SPECIAL REPORT: EUROPE’S
LEADING PATENT LAW FIRMS

SECURE YOUR PLACE

IN THE 2021 LIST

The Financial Times is looking to identify
leading European patent law firms which are
securing patents and protecting European
innovation.

For the third year running, we will rank the firms
in six broad sectors:

Chemistry & Pharmaceuticals
Electrical Engineering
Mechanical Engineering
Biotechnology & Food
Materials & Nanotechnology
IT & Software

The deadline for submissions is March 31 2021.

Apply for the FT ranking at
ft.com/reports/eu-leading-patent-law-firms
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Equities. FTSE 100

Trade deal spurs return to
investor radar for London

Fund managers start to top up

holdings in hope that *value’

bets can shield against US risk

NAOMI ROVNICK — LONDOMN

Asset managers are betting on a come-
back for the unloved UK stock market
as its bias to the fortunes of the global
economy heightens its appeal in a broad
recovery from the coronavirus crisis.

Global equities, which shumped in the
early months of the pandemic, have
recovered to set record highs. The US
S&P 500 has risen 18 per cent in 12
months and China’s CSI 300 has gained
58 per cent in dollar terms.

But the UK’s FTSE100 — out of favour
with investors since the 2016 EU
referendum — has fallen 7 per cent on
the same basis. Its total market value is
only slightly bigger than that of one US
company: techgiant Apple.

“There has been this benign neglect of
the UK from global investors since the
Brexit vote, which made the market
seem too political and complicated to
bother with,” said Nick Nelson, head of
European equity strategy at UBS,

The UK's trade deal with the EU,
which aveided a disorderly crash out of
the single market, “has been a catalyst
for investors to come back and take
anotherlook”, he added.

Money managers that have a strong
“underweight” position in UK stocks —
meaning they hold alower proportionof
them in their portfolios than for the
equivalent global benchmark — are
beginning to topup their holdings.

A survey of global fund managers by
Bank of America showed that a net 15
per cent were underweight UK equities
in January, down from 29 per cent last

| UK stocks trade at steep discount to US peers |
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June and 27 per cent in the aftermath of
the Brexit vote.

“1t could be quite [a] good year for UK
equities,” sald Georgina Taylor, a fund
manager at UK investment house
Invesco. “Gradually, we have been
increasing a bitof exposure tothem.”

Years of investor neglect have left the
FTSE 100 trading at 14 times compa-
nies’ expected profits against 23 times
for the S&P 500, FactSet data show.

On another measure, comparing the
FTSE All-share’s dividend yield to the
income available on benchmark
government bonds, the index is near its
cheapest levels since the start of the first
world war, said Citigroup analysts.

“The UK now looks very cheap onaall
metrics out there,” said Philip Webster,
European equities portfolio manager at
BMO Global Asset Management.

Some investment strategists have
begun telling their clients a story of
recovery. The FTSE and another bench-
mark followed by money managers, the
MSCI UK index, have just a sliver of tech
companies but a large concentration of
“old economy” companies that sell

energy and basic materials, food and
medicines and banking products.

A lot of these fall in the category of
“yalue stocks” — those judged to be
cheapagainst their earnings or assets.

“There are afew things, such asa rota-
tion into value stocks and a recovery in
energy prices, that lend themselves
towards a more positive bias,” said
Gregory Perdon, co-chief investment
officer at Arbuthnot Latham.

The manager has been lifting his
clients’ UK equity holdings but is not
getting carried away. “We are definitely
not jumping on rooftops to shout that
the UK will be the world’s best perform-
ing market thisyear,” hesaid.

According to Citigroup, almost 60 per
cent of MSCI's UK stock index is com-
prised of value shares. That makes the
London market the most value-
weighted of all its major peers, it found.

Robert Buckland, Citigroup’s chief
global equity strategist, said he was
pitching the FTSE to his clients as ballast
against a fall in pricey US stocks.

“They are wary this is not going to be
their year and they want to protect

Brexit worries
kept potential
buyers away
from the
London Stock

Exchange —rzscunas
Amizabalaga/EPA-EFE

‘The UK
now looks
very cheap
onall
metrics
out there’

Philip Webster,
BMO Global

against falls in tech stocks and growth
stocks by owning a market that could go
the other way,” Buckland said. “The
FTSE 100 gives them some cover.”

Evenin the same sector, UK stocks are
undervalued against US peers. Accord-
ing to a study by Royal London Asset
Management, UK oil and gas companies
traded at 12.6 times expected earnings
while US businesses in the same sector
traded at 23.1 times. The same trend
wasseen for basic materials stocks.

Investors’ concerns about the UK
economy explained the valuation gap,
said Trevor Greetham, head of multi-
asset investments at Royal London,
pointing to the economic hit from Brexit
and the “much larger economic con-
traction due to social distancing than
[for] the more widely dispersed Us”.

The “best prospects for a catch-up”
came from lockdowns ending globally,
he said, given the global exposure of
London sectors such as oil and mining.

But that may be a tough sell to more
environmentally sensitive investors.
“Investors in Europe and the UK have
become much more vigilant and
cautious about sectors that are on the
losing side of the low-carbon economy,”
said Supriya Menon, senior strategist at
Pictet. “You are exposing yourself to a
structural derating.”

Also, investing in UK equities does
mean confronting sterling volatility.
That makes global meney managers
hunting value stocks keener on US
equities, as hedging against pound
volatility was a “hassle”, said Invesco’s
Taylor.

But in the short term, the valuation
case is strong, said BMO'’s Webster. “The
US is expensive, the UK is cheap and
uncorrelated to tech. The investment
flows will come baclc.”
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Fixed income

Spain draws
€65bn orders
forlong bond
as Italy’s costs
hit record low

ADAM SAMSON — LONDON
MARTIN ARNOLD — FRANKFURT

Spain has attracted more than €65bn in
orders for a new 50-year bond on the
same day Italy’s borrowing costs
reached a historic low, underscoring the
sizzling conditions in Europe’s debt
markets.

Spain raised €5bn in yesterday’s debt
sale at a coupon of 1.45 per cent, accord-
ingto aterm sheet seen by the Financial
Times.

UniCredit noted that this was the
country’s first 50-year deal organised by
investment banks since 2016 — when
buyers demanded a much higher
borrowing costof 3.45 per cent.

Meanwhile, Italy’s benchmark 10-
year bond yield slipped below 0.5 per
cent for the first time, reflecting a sharp
rallyin the price of the asset, Bloomberg
data show.

Investor optimism about the country
has surged since Mario Draghi, the
former president of the European
Central Bank, agreed to form a new
government aimed at implementing the
reforms needed to secure more than
€200bnof funding from the EUL

The strong demand for Italian and
Spanish government bonds, which hold
lower credit rating than peers like

‘It’s fair to say that the
Draghi effect has been the
dominant factor in the
peripheral bond rally’

Germany and France, highlights how
the ECB’s vast bond-buying programme
and the bloc-wide coronavirus recovery
fund have helped boost investors’
confidence.

It also comes as governments look to
finance deficits, which swelled as policy-
makers sought to buttress their econo-
mies against the coronavirus shock,
withlonger term borrowings.

Portugal received orders of greater
than €40bn in a 30-year sale last week,
accordingtoaterm sheetseenby the FT.

The €3bn offering was priced witha 1
per cent coupon. As recently as two
years ago, Portuguese 10-year bonds
traded with a yield of greater than 2.5
percent.

Last week, Belgium raised €5bn in
50-year debtata coupon of 0.65 per cent
while France sold €7bn in debt of the
same maturity in January with a 0.5 per
cent coupon. Both deals garnered strong
investor demand.

Government deficits are set to remain
high in the EU this year and UniCredit
expects Italy and Austria to follow in
Spain’s footsteps by locking in low rates
with 50- or even 70-year bond issues.

Italy is planning to raise as much as
€9bn this week in a trio of medium-
term debt sales, its public debt office
said on Monday.

“It’s fair to say that the Draghi effect
has been the dominant factor in the
recent peripheral bond rally,” said
Frederik Ducrozet, strategist at Pictet
‘Wealth Management.

Equities

HK stock exchange appoints banking
veteran with global vision as next chief

HUDSON LOCKETT AND TABBY KINDER
HOMG KONG

The Hong Kong stock exchange has
picked a senior JPMorgan banker to be
its new chief executive as it seeks to
build its fast-growing pipeline of new
share offerings and trading link-ups
with mainland Chinese bourses.

Nicolas Aguzin, chief executive of
JPMorgan’s international private banlk,
will take the helm at Hong Kong
Exchanges and Clearing, the company
thatruns the city’s stock market, in May
forthree years.

“The board believes that Mr Aguzin’s
extensive experience in Hong Kong,
mainland China, Asia and globally, and
his deep knowledge of global capital
markets, will help HKEX continue to
build its competitiveness,” said the
exchange after closing yesterday.

Aguzin’s appointment must still be
approved by the Securities and Futures
Commission, according to HKEX.

The move comes as the exchange
faces questions about Hong Kong’s
future as Asia’s biggest international
financial hub, after Beijing set a draco-
nian national security law last year.

Aguzin has been with JPMorgan for 30
years, with a portion of that time spent
in Asia. He served as chairman and chief
executive for the Asia-Pacific region
from 2012-20.

Aguzin will be the second consecutive
banker from JPMorgan to serve as chief
executive of HKEX, following his prede-
cessor Charles Li, who was chairman of
JPMorgan China from 2003-09.

Li, an outspoken figure who has
weathered multiple controversies dur-
ing his tenure, was originally set to con-

Nicolas Aguzin starts at HKEX in
May after 30 years at JPMorgan

tinue in the role until October 2021 but
stepped down atthe end of December.

Jamie Dimon, chairman and chief
executive of JPMorgan, said: “I'm proud
to congratulate my colleague . . . on his
important new role as the next CEO of
the Hong Kongstock exchange.”

JPMorgan said Martin Marron, chief
executive for Latin America and
Canada, would replace Aguzin as its
head of international private banking.

Unlike Li and HKEX's interim chief
executive, Calvin Tai, who joined the
exchange in 1998, Aguzin does not
speak Chinese but is fluent in English,
Spanish and Portuguese.

Laura Cha, who chairs HKEX, said
Aguzin’s international background “will
be of great help to us at this stage in our
development”,

“The fact he does not speak Chinese
will notbe a factor that affects any of our
policies or any of our relationships with
our counterparties,” she said, adding
thatthe appointment did not need regu-
latory approval from Beijing.

Yafei Tian, an equities analyst at Citi,
said Aguzin’s international experience
“might suggest the board’s intention to
further diversify revenue streams”.

Fixed income

Auto loan trading revs up as US car
demand holds firm during pandemic

ROBERT ARMSTRONG

is 30 per cent above its pre-Covid highs.

While whizzy assets from Tesla to
bitcoin have grabbed investors’
attention, an old-fashioned one has
quietly enjoyed a strong run in the
Covid-19era: auto loans.

The prices of bonds backed by auto
loans have hit multiyear highs. Therisk-
iertriple B groups of auto-backed bonds
trade with yields just 0.7 percentage
points higher than Treasuries of similar
maturities, according to JPMorgan.

That extra return over the world’s
premier risk-free asset has shrunk 0.3
percentage points from its previous
lows in January 2020, before the corona-
virus crisisbegan.

Even as yields in the $220bn auto-
backed bond market have fallen due to
the rally in prices, the interest rates
lenders charge for loans have barely
declined thanks to strong demand for
Carsamong consumers.

“Auto has been a true Covid winner,”
said Jennifer LaClair, chief financial
officer of Ally Financial, the online-only
bank that grew out of the finance arm of
General Motors and has the majority of
its loan book in autes. Ally'’s share price

The short lifespan of auto loans —
three to five years, generally — means
borrowers do not tend to refinance. The
loans also consume less of a household’s
income than other common forms of
debt.

“Unlike mortgages where [1 percent-
age point] . . . isworth hundreds of dol-
lars a month, the difference between 6

Lenders such as Ally have
been able to keep hold of
margins that have shrunk
in other asset classes

and7 per centis around $12 a mon
atypicalloan, LaClair said.

The average yield on an Ally retail car
loan is slightly less than 7 per cent —
when fixed-rate 30-year mortgages
below 3 per cent are increasingly com-
mon. That means lenders such as Ally
have been able to keep hold of margins
that have shrunk in other asset classes.

New auto sales in the fourth quarter
were down an estimated 5.7 per cent
from a year earlier, according to

Edmonds, a research firm. But, as
Edmonds analyst Ivan Drury peinted
out, that is largely down to rental fleets
and other corporate customers, which
usually account for 10-15 per cent of
totalsales.

Retail demand, by contrast, is
“extremely strong,” Drury said, noting
that cars are sitting on dealers’ lots for 57
days, on average, the lowest in at least
five years. Used cars are also in high
demand, providing good recovery val-
ues forlenders when borrowers default.

stimulus checks dealt out as part of
the government’s coronavirus relief
package mean that credit quality has
held up. Delinquencies and loans writ-
ten off were down significantly in the
fourth quarter compared with the year
beforeat Ally and other prime and near-
prime auto lenders such as Capital One,
‘Wells Fargo, and JPMorgan.

santander Consumer, a subprime
specialist, had a loan charge-off rate of
3.5 per cent in the fourth quarter, down
from 8.5 per cent a year before.

Conditions for subprime auto lenders
catering to weaker borrowers are
“excellent”, saidJohn Hecht atJefferies.
Additional reporting by Joe Rennison
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The day in the markets

at you need to know

» Global stocks edge up to all-time high
but trading remains mixed

o Run of six consecutive sessions
without losses for European stocks ends

| European stock rally pauses
Stoxx Europe 600 Index

A parting of two
trading forces spurs
sharp rally in stocks

Michael Mauboussin

® Brent crude consolidates above $60 as e

oll rally continues

Stocks on Wall Street were mixed A A (\ \f | “k I gh

yesterday, pausing a rally that had been h- V’ 410 al ets :n'S]' t

propelled by positive earning resulfs and w

optimism over a huge stimulus package

in the world's largest economy:. he year 2020 will forever be Aswath Damodaran, a professor and The ratio of the Vix to the cost of

The FTSE's All-World index crept up 405 assoclated with Covid-19  valuation expert, estimates that the equity averaged around two from 2016-
0.2 per cent fo set an all-time high and and the ills it caused to  equity risk premium dropped from 5.2 2019 but soared to five in 2020, This
the tech-heavy Nasdag Composite people and economies. The  per cent to 4.7 per cent over the same  matters because volatility is a primary
gained 0.2 per cent but the blue-chip S&P outbreakled tothe greatest  period as the rebound in stock prices  driverof option value.

500 was 0.2 per cent lower at lunchtime 400 contraction in global economic activity  implied lower future returns. The ylelds An option is the right — but not the
in New York. indecadesand a precipitous fallinstock  on corporate bonds followed a similar  obligation — to dosomething.

Us stocks hit an all-time high on markets. More surprisingwas the extent  trajectory. Financial options have been around
Monday as Joe Biden's administration of the sharp rally from March lows. These figures imply that the cost of  for a very longtime. Inrecent decades,
kept up pressure on Congress to pass his - The interplay of two forces that drive  equity declined from 7.1 per cent to  economists have also developed the

T

$191n stimulus plan and the number of
new coronavirus infections in the US fell
to a three-month low.

Seema Shah, chief strategist at
Principal Global Investors, said the high
stock valuations were triggering
increased scrutiny from investors about
inflation.

“Given the wealth of fiscal stimulus that
is likely to come In the US, as well as
prospects for a surge in pent-up
demand . .. investors are already
grappling with the question [of] how
much inflation will rise throughout this
year,” she said, adding that “with equities
so stretched, any inflationary concerns
that leak info bond yields will make
It more difficult to justify these
valuations”™

The price of US Treasuries — which

Source: Refinitiv

have sold off in recent weeks in
anticipation that an economic rebound
will result in higher inflation — rose
slightly yesterday. The yield on the 10-
year note fell 1 basis point to 115 per cent.

In Europe, the reglon-wide Stoxx
Europe 600 index edged 0.1 per cent
lower, ending six consecutive sessions
without losses for the benchmark.

Meanwhile, Frankfurt’s Xetra Dax was
0.3 per cent lower and London’s FTSE
100 rose 01 per cent.

Brent crude remained above $60 a
barrel — the International benchmark’s
highest level since January 2020 — rising

09 per cent to $61.06 a barrel. Traders
contfinue to bet that the crude market is
tightening because of a double hif fo
supply from production cuts by the
Opec+ group of producers and a drop in
investment by oil companies.

This, combined with hopes of a
recovery in energy demand, helped send
West Texas Intermediate above $58 a
barrel this week. The US marker climbed
a further 0.7 per cent yesterday to $58.39
a barrel.

In Asla, China's benchmark CS1 300
rose 2.2 per cent and Hong Kong's Hang
Seng firmed 05 per cent. Leke Oso Alabi

Markets update

valuations, the cost of capital and the
volatility of markets, might explain
some of that counterintuitive behav-
iour. The cost of capital represents the
return investors demand for owning a
security and therefore determines a
company’s cost of debt and equity fund-
ing. Volatility in markets captures
uncertainty about the future.

Quite sensibly, the cost of capital and
volatility almost always move in lock-
step asinvestors need a higher expected
return when the world looks riskier. But
in 2020, the cost of capital and volatility
went in opposite directions.

When the price of many stoclks and
bonds plunged, central bankers
referred to a playbook created during
the 2008 crisis. Prescribed actions
included lowering interest rates, pur-
chasing securities on the open market,
lending to businesses on favourable
terms and providing households with
money to ease their burdens.

These actions had the effect of

5.6 per cent during the year. When used
invaluation calculations, this boosts the
current worth of expected future earn-
ings of companies as the future income
stream s discounted at alowerrate.
Companies therefore received a

While the actions of the
central banks relieved
financial pain, they did little
to dissipate uncertainty

richer valuation on greater current or
prospective earnings. Companies that
gained from trends arising from the
pandemic, such as those that enabled
homeworking, particularly benefited.
However, while the actions of the
central banks relieved financial pain,
they did little to dissipate uncertainty.
Open questions include the timing
and strength of the economic recovery,

concept of real options.

These represent the value of a
company’s right to make real
investments in projects such as
expansion into a new line of business.

High volatility means the potential
worth of projects falls in a wide range.
There is no obligation to actonan option
if value is low but there is a right to act if
value is high.

Certain businesses are rich with real
options. Think of Amazon 20 years ago.

In 2020, companies with real options
had a valuation boost for their current
operations rise because of a fall in the
cost of capital and a gain in their real
options due to an increase in volatility.

These observations are also consist-
ent with the performance of convertible
bonds, securities that combine a stream
of cash flows and an option to convert
into equity. The Bloomberg Barclays Us
Convertibles Liquid Bond Index rose 54
percentin2020.

This might help explain some of the

| [ < ] (=] BiE | <] lowering the cost of capital. The cost of ~ which businesses will be the ultimate  large stock price movements in the past
us Eurozone Japan UK China Brazil equity component of this is commonly  winners and losers, and the degree to  year, particularly in the tech sector. The

Stocks S&P 500 Eurofirst 300 Nikkei 225 FTSE100 shanghai Comp p calculated as the sum of arisk-free rate  which consumer behaviour has changed  cost of capital and volatility are likely to
Level 3910.09 1579.54 29505.93 453156 360349 119634.65 of return and the equity risk premium  permanently. converge as we pass through this
% change on day -014 -0.06 0.40 012 201 -0.05 (the extra return investors require for The uncertainty has beenreflectedin ~ episode. But the pandemic caused
currency $ index (DXY) $ per € Yen per $ $ per £ Rmb per $ Real per $ owningstocks). stock markets with a rise in volatility.  actions and reactions with remarkable
Level 90.616 1210 104.585 1380 6449 5.432 The yield on the US 10-year Treasury  This is captured by the Cboe Volatility — implications for valuation.
2 change on day 0350 0415 0580 0437 0138 1882 note is aproxy fortherisk-freerateand  index, or Vix. The Vix started 2020 at
Govt. bonds 10-year Treasury 10-year Bund 10-year JGB 10-year Gilt 10-year bond 10-year bond went from 1.9 per cent at the beginning ~ about 14 but averaged 30 for the full  Michael Mauboussin is a researcher at
Yield 1162 L0.4LLS 0.065 0.462 1245 7550 0f 2020t0 0.9 per centattheend. year. ‘Morgan Stanley Investment Management
Basis poinf change on day -1.020 -0.200 0.000 -1300 1.200 12.900
World Index, Commods FTSE All-World Oil - Brent Oil -WTI Gold Silver Metals (LMEX)
Level 446,08 61.07 5838 183525 2718 3540.90
% change on day 023 on 0.59 179 245 1.04

Yesterday's close apart from: Currencles = 1500 GMT; S&P, Bovespa, All World, il = 17:00 GMT; Gold, Silver = London pm fix. Bond data supplied by Tullett Prabon.
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Solid results sent Hanesbrands higher,
with the clothing company reporting net
sales for the quarter ending January 2 of
$1.8bn, compared with $1.75bn for the
same period a year earller.

Boosting the fourth-quarter results
was $28m In revenue from personal
protective garmenits, although
Hanesbrands “no longer views PPE as a
long-term growth opportunity”.

Shopify’s expansion of its Shop
Pay feature to Facebook and Instagram
sent the ecommerce platform to an all-
time high.

Shop Pay is an accelerated checkout
that lets customers save defalls such as
credit card and shipping information to
accelerate purchases. Consumers will
over the coming weeks see Shop Pay asa
payment option in Facebook Pay.

Coty, the beauty group, sank affer
reporting net revenues of $1.42bn, a16
per cent year-on-year fall for the quarter
ending December 31.

The group’s “mass business” channel
also declined 21.6 per cent in like-for-like
sales during the same period.

But reported sales for the Americas
region benefited from the contribution
from Coty’s Joint venture with Kylie
Jenner, the reality TV star, with the
segment generating operating income of
$31.6m in the quarter compared with
$21.5m a year earlier. Ray Douglas

Dutch recruitment group Randstad
climbed after reporting that “volumes in
January [were] reaching last year's
pre-pandemic levels”.

Jacques van den Broek, chief executive,
said: “Our revenue trend recovered
consistently month by month from April
to December.”

During the fourth quarter, underlying
earnings dropped 10 per cent year on
year 1o €264m but that beat KBC
Securities’ expectations. The results
prompted the broker o raise Randstad's
target price.

Ausfrian sensor maker AMS
plummeted despite reporting full year
2020 group revenues of $4.2bn, up 86 per
cent compared to 2019.

Before yesterday’s dip, AMS had leapt
more than 25 per cent this year.

Demant, the Danish hearing ald group,
rallied on a forecast of organic growth of
between 23 per cenf and 27 per cent this
year and earnings before interest and tax
of DKr2.85bn (£380m) to DKr3.15bn.

Polish video gaming group €D Projekt
dipped on news that it had fallen victim
to a “fargeted cyber aftack” from an
“unidentified actor” that was threatening
to leak Its source codes.

The hacker left a ransom note but the
maker of Cyberpunk 2020 said it would
“not give in fo the demands nor negofiate
with the actor”. Ray Douglas

Nucleus Financial, an online platform for
financial advisers, jumped on news that It
had agreed to be taken over by James
Hay Holdings for about £144.4m.

The offer, at £1.88 a share, represented
a12 per cent premium on Monday's
closing price.

“Becoming part of this enlarged group
gives us a key role in a much bigger story
where we can create a leading
independent platform of scale with a
high-tech, high-touch proposition and
philosophy,” said David Ferguson, chief
executive officer at Nucleus.

An upbeat frading updafe sent Bellway
higher after the housebuilder reported
record output for the six months ending
January 312021 with the completion of
5,656 new homes, a rise of 63 per cent on
the same period a year earlier.

“Higher-than-expected volumes,
higher prices and higher profit margins all
mean that Bellway's frading update reads
very well,” said Russ Mould, AJ Bell
Investment director.

Bellway's peers Berkeley Group and
Taylor Wimpey also climbed.

Ocado slid despife refail revenue
growing 35 per cent in 2020,

New customer acquisition activity
paused for the online grocer owing to the
pandemic, resulting in a decline In acfive
customers last year from 795,000 fo
&80,000. Ray Douglas

Investors’

* After your & week trial you will pay just £4375 every 13 weeks by direct debit. If you're not entirely satisfied, you can cancel at any
point during the trial period and only pay the £4 already debited. This offer is for UK subseribers only. Offer closes 31032021
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A new project to illuminate
bridges on the Thames is
characteristic of changes that
aretransforming London,
writes Edwin Heathcote

t'sincreasingly difficult to make the

case for the Thames as a cultural

asset. Over the past century it has

been an industrial thoroughfare, a

back-end, an unlovely and often
inaccessible strip of commercial offices,
a conduit for inflating the values of
apartments aimed at the super-rich and
the backdrop to some of the worst, most.
ill- considered and incoherent architec-
ture in the centre of any serious city
anywhere in the world.

And yet. The “dirty old river” that The
Kinks sang about in “Waterloo Sunset”
keeps flowing and still, somehow, man-
ages to spark surprising vistas, supplies
a bracing breeze and cuts a slice of wel-
come space through the congested city.
It is London’s most enduring thorough-
fare and its most underused public
space, a waterway that belongs to us all
and yet seems somehow out of
bounds. Canaletto painted it as a fanci-
ful blend of Grand Canal and lagoon, a
processional piazza. Whatever it is now,
itis not that.

Its status as London’s last empty
artery has provoked a procession of
dim, doomed, one-liner plans, from the
Garden Bridge (abandoned, after a
spending of £53m) to the “dangleway”,
an unneeded Docklands cable car
(for both of which Boris Johnson was
largely responsible when he was mayor
of London).

One intervention, however, has been
designed to bring a little finesse to the
Thames. The Illuminated River is a
project to light London’s bridges in a
more coherent and more intelligent
way. Designed by US artist Leo Villareal,
it conceives the bridges as a kind of
continuous artwork, a subtly changing
light installation cutting through the
city and tying the north and south
banks together.

So far, four bridges have been illumi-
nated: London, Cannon Street, South-
wark and the Millennium footbridge.
Next month, Blackfriars road bridge,
Waterloo Bridge, the Golden Jubilee
footbridge, Westminster Bridge and
Lambeth Bridge will be switched on too.

Villareal, who won the commission

with architects Lifschutz Davidson
sandilands, in an open competition,
gained global attention for his theatrical
illumination of the Bay Bridge in San
Francisco, which has become one of the
city’s most popular sights. San Fran-
cisco, however, with its broad bay and
epic vistas, is a very different proposi-
tion to the Thames, with its utilitarian
Victorian railway bridges and sur-
rounded by a jumble of medieval
alleys, refuse depots, and waterfronts

Shining a light on
shifting currents

Clockowise,
from above:
Southwark
Bridge, part of
the Mluminated
River project;
details lit up on
Cannon Street
Bridge; Leo
Villareal, the
project’s
designer

James Nawion

that are often privately owned and
sometimes inaccessible. 1 walked from
the Millennium footbridge where the
illumination is a delight. The white
LEDs pick up on the reflections in the
ripples of the water below, an aqueous,
gentle flow which echoes both the foot-
steps of people on the bridge and the
gentle swell of the river, finally realising
architects Foster + Partners’ original
intent to create a “blade of light™.

The other bridges have been soaked
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in colour. Sometimes it works; the
illumination of London Bridge empha-
sises its slender profile, highlighting an
under-appreciated modern struc-
ture. It's less successful on the chunky
flanks of Cannon Street railway bridge,
where the illumination of the riveted
iron panels only emphasises the clumsi-
ness of the Victorian engineering and
their surprising disregard for the
Thames. At Southwark Bridge, Villareal
has done something more sophisticated
in attempting to illuminate the shad-
owed nest of bracing and girders
beneath the bridge, making visible its
engineering and changing its character
by night so that the structure appears
delicate and complex.

The lights on Waterloo Bridge were
being tested when I visited, an effort to
illuminate another under-appreciated
bridge, designed by the architect of
Bankside Power Station (now Tate
Modern), Sir Giles Gilbert Scott, and
built during the second world war,
largely by women. The fine white line I
saw looked promising, not trying too
hard to undermine one of London’s key
vantage points.

The colours in light are, apparently,
inspired by artists who have portrayed
the Thames, from Turner to Monet, an
impressionistic array of lilac and pastel
pink, teal and gold — though there
seems to be a misunderstanding here as

these were colours cast by the sun and
they look a little garish at night. They
change gradually so that you need a few
minutes to pick them up; there are no
flashing fairy-lights or lasers.

Sarah Gaventa, the director of the
Muminated River project who took me
on a riverside walk, told me: “We had to
try to be very unlike the Garden Bridge.
So this was not sensational and we had
no public funding.” she later clarifies
that there was a little public funding at
the beginning: £500,000 from the City

“We had to try to be
very unlike the Garden
Bridge. So this was

not sensational

of London and £250,000 from the
mayor’s office for seed funding. But the
scheme, costing £31m in total, was oth-
erwise entirely sponsored by philan-
thropy, kickstarted by Hannah Roth-
schild; those costs include maintenance
foradecade.

“It’s an artwork which will be seen
by 90m people in a [normal] year,
completely free of charge.” Gaventa
adds. Ithasalso, shetells me, beena saga
of almost unimaginable complexity,
requiring collaborations between

bodies, councils, transport networks,
the Port of London Authority and land-
owners, all of which underscores the
odd status of the Thames as a kind of
orphan element in the cityscape.

As public art it is, you might argue,
making the otherwise banal infrastruc-
ture into a medium. But in its transfor-
mation of the everyday into art, it col-
lides, awkwardly, with a city increas-
ingly rebranding itself as an endless
spectacle. The cascade of stupidly
shaped skyscrapers, sky-gardens,
Perris wheels, domes, pop-ups and
viewing decks seems to betray an inse-
curity, a sense that the city is not
enough. It’s a phenomenon you see in
Hong Kong, Shanghai and Dubai, in sky-
lines reinventing themselves as enter-
tainment; in the inevitable wake of fall-
ing demand for office space in the city
post Brexit and Covid, it is a trend likely
toaccelerate.

The Hluminated River project has
injected a glintintoa riverside walk and,
of the people I stopped to ask about it,
was clearly popular and invigorating
(even if only few understood that it was
an artwork or that the colours
changed). But it illuminates a city
which seems to be losing its way, with no
clear plan, with random clumps of tow-
ers appearing as if by accident, with a
skyline being rapidly privatised and
public space being outsourced to the
private sector.

At the outset of the competition, the
Thames was described in documents as
“a ribbon of darkness”, as if something
that was not transformed into an attrac-
tion had no significance or reality. The
iromy is that in highlighting the particu-
larities of the bridges, their character
and aspect, the essence of the city is
being transmuted into something to be
consumed; in its efforts to become more
special, itbecomes moreuniversal.

As Guy Debord wrote in The Society of
the Spectacle (1967): “The spectator
doesnot feel at home anywhere because
thespectacle iseverywhere.”

illuminatedriver.london

On the hunt for true terror

Tom
Faber

have spent the past week trying to
find a game that scares me. Not just
a thrill of fear or a jolt of surprise —
I want proper, bone-shaking terror
that lingers long after I've turned
off the screen. My quest was inspired by
The Medium, a new game in which you
play a troubled woman who receives a
mysterious phone call inviting her to an
abandoned Soviet resort. It being a hor-
ror story, she unaccountably accepts.

Marianne is a psychic, flitting
between our world and the macabre
astral plane, which features sculptures
made of vertebrae, sinks that ooze blood
and, in a chilling touch, curtains sewn
from skin which you must slice open
with a knife. Yet, despite the spectacu-
larly gruesome aesthetics, the under-
written protagonist left me cold. Iwasn't
interested in solving Marianne’s mys-
tery. And I wasn't properly scared.
1didn’'t finish the game.

I have always been a fan of horror, of
its ability to probe the darlest currents
of the psyche, to posit monsters as ele-
gant metaphors for our grief, shame and
trauma. I had never spent much time
with horror games, though, so I decided
to give myselfa week to find a game that
truly terrified me, a challenge to make
lockdown tick pasta little faster.

It seems logical that a game could be
even scarier than a film. In a movie,
you're watching someone else turn the
doorknob into the murderer’slair —ina
game you have to do it yourself. Game
designers are masters of audiovisual
manipulation, underscoring danger
with sharp violin stabs or guiding play-
ers to safety using subtle lighting cues.

And where games usually peddle a
power fantasy, horror titles induce fear
by making us fragile, limiting our health
and ammo, introducing enemies we
cannot kill. They play on a gamer’s
darkest fears — none worse than the
postmodern moment in Eternal Dark-
ness: Sanity’s Requiem where the game
pretends to delete all your precious save
data and crash the console.

‘Resident Evil 7: Biohazard’ is set in an abandoned house in Louisiana

Istarted out with the venerable Resi-
dent Evil series, which since 1996 has
oscillated between survival-horror and
action-oriented adventures, also
spawning a surprisingly robust film
franchise starring Milla Jovovich.
2017’s Resident Evil 7: Biochazard, due a
sequel this May, seemed promisingly
spooky at first. I arrived at an aban-
doned house in the Louisiana bayou
and felt genuinely unsettled by the omi-
nous creaking noises of the house,
the squalid family kitchen and the
sculpture out front, a cross between

I looked into the utter
darkness of the
basement, knowing that
I had to go down there

Alexander Calder and The Texas Chain
Saw Massacre. Yet as soon as a monster
emerged and I had to start waving an
axe around, I mentally flipped into
monster-fighting game mode and all the
tension abruptly vanished.

Horror needs to be paced slowly to
allow tension time to build, to hide its
monsters in the shadows, but this is a
hard proposition for games, a medium
defined by interactivity and action. A
new breed of narrative horror games
prioritises atmosphere over combat,
including Soma and Amnesia by Swedish
team Frictional Games, an eerie demo
for a cancelled Silent Hill sequel called
PT.,and Taiwanese game Devotion, a dis-
turbing tale which was removed from

online stores due to a controversial ref-
erence to Chinese premier Xi Jinping.

Perhaps the game to really scare me
would be a more experimental offering
from the fertile indie gaming commu-
nity. I tried Anatomy, a short game by
developer Kitty Horrorshow. Here you
walk around an empty house, picking
up cassette tapes which play speeches
expounding on the parallels between a
domestichome and the human body.

Each room is extraordinarily dark,
and]I felt a knot of dread growing in my
stomach as the game got weirder —
doors opened on to identical locked
doors, windows glitched in and out of
existence, On numerous occasions the
application closed itself, sending me
back to my computer desktop, and
whenIreopened the game it seemed dif-
ferent, asifit was degrading around me.

No explanation was offered for the
house’s malevolence — scarier than a
monster operating as a metaphor is a
monster that refuses to mean anything
at all. At one moment I stood at the
top of the staircase, looking down into
the utter darkness of the basement,
knowing that 1 had to go down there to
collect the next tape. I wanted nothing
less than to descend those stairs. I con-
sidered turning my laptop off, but
forced myself onward.

Iwon’t reveal what 1discovered down
there, but suffice tosayI had found my
scary game. When I tried to sleep after-
wards — lights on, naturally — with the
game’s ungodly sounds still swimming
in my head, I found some comfort in
reminding myself that there is no base-
ment inmy London home.
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FT BIG READ. EUROPEAN POLITICS

Now Brussels has a huge amount of money to spend on its member states, it will gain greater influence
over their economies. But that brings the risk of a backlash in Italy and Spain. How will it use its leverage?
By Sam Fleming, Miles Johnson and Daniel Dombey

raghi and the EU’s recovery mission

ine years ago, Olaf Bussink

launched a consultancy

business for foreign online

retailers looking to set up

operations in Italy. His
advice to them was simple: don’t.

Bussink discovered that rather than
incorporating a company in Italy and
settingup a warehouse there, it was eas-
ier to send packages to Italian consum-
ers that were shipped in from the Neth-
erlands. Today his thriving business
helps online retailers set up websites in
Italian that target local customers, ship-
ping products ranging from electric
bikes to cosmetics from the Netherlands
that beatlocal rivals on price and speed.

“It is slightly more expensive to send
things from Holland but for my clients
the cost of setting up a business in Italy
is so much higher,” he says. “Italy has
what I call a ‘bureaucracy tax’. My
clients can add 10 per cent to their
prices compared with Italy-based com-
panies and still be very competitive.”

As Italy draws up the most ambitious
reform plans in a generation to relaunch
its sclerotic economy, powered by
€200bn of EU funds, uprooting the bar-
riers to investment will help define
whetherthe scheme is a success.

The country is turning to Mario
Draghi, the former European Central
Bank president, to form a new govern-
ment from the rubble of its latest politi-
cal crisis. His programme involves har-
nessing a once-in-a-generation package

“We expect Italy to do
its homework . . . Dont
forget it is an explicit
part of the deal.

We will stick to it

of grants and loans underwritten by all
27 EU member states, while also push-
ing through often unpalatable reforms
aimed at energising an economy that in
real terms has failed to grow since the
start of the millennium.

It is hard to overstate the stakes.
Draghi’s success or failure in deploying
the recovery fund and embarking on
key reforms will be critical not only for
Italy’s future, but also for the credibility
of the EU’s most ambitious joint
economic undertaking since the birth of
the euro. “This is a historic chance for
the country to invest in its economy and
prepare for the future with an ambitious
reform plan,” says Manfred Weber, the
head of the European parliament’s pow-
erful European People’s party group.
“We expect Italy to do its homework,
like we expect from all member states.
Don't forget it is an explicit part of the
deal. We will stick toit.”

The news that Draghi had been
approached by the Italian president to
form a government was greeted with
huge relief in Brussels and other EU
capitals given his reputation as the man
who saved the single currency during
the sovereigndebt crisis.

In a brief speech accepting the
request, delivered inside the Italian
presidential palace on Wednesday,
Draghi made explicit reference to the
challenge of ensuring the EU recovery
planisasuccess.

“We have the extraordinary resources
of the EU at our disposal — we have the
opportunity to operate with a careful
eye on future generations,” he said.

Yet to do so he must first convince
enough of Italy’s warring lawmakers to
provide him with a stable majority in
parliament. This will require bringing
politicians into his cabinet from differ-
ent parties who will have strong views
onhow the money should be spent.

Draghi’s entrance last week shook the
Italian political establishment, prompt-
ing fissures in parties and political
alliances and forcing leaders to make
decisions over supporting him that will
define both their own and their
country’s future.

Disagreements over how Italy should
deploy what is expected to be the big-
gest chunk of the EU’s recovery fund
triggered the series of events that
resulted in Draghi receiving the emer-
gency call.

Toxic politics

The country’s unstable previous coali-
tion government, led by the lawyer
Giuseppe Conte, was born in 2019 out of
an unlikely alliance of the one-time
anti-euro Five Star Movement and the
staunchly pro-European Democratic
party as a way of blocking Brussels
antagonist Matteo Salvini’s bid to
become prime minister.

Mario Draghi is
trying to form a
government and
revive Italy’s
economy. Part of
his plans will
need approval
by European
Commission
chief Ursula von
der Leyen,
below. Bottom:
graffiti in Rome
depicts former
Italian prime
minister Matteo

Renzi — Emanuel
Dunznd/AFP/Garty Images

Last month, however, former prime
minister Matteo Renzi began to attack
the coalition’s handling of the recovery
spending plans. The former Democratic
party leader pulled his small Italia Viva
party out of the government, strippingit
ofits majority in Italy’s upper house and
leaving Conte crippled.

As the toxic politics that have already
blighted Rome’s plans to tap the fund
show, reaping the benefits of this Euro-
pean bounty is far harder than it might
look. The EU has deliberately avoided
going down the route of the last
sovereign debt crisis, in which the
technocratic government of Mario
Monti was under pressure to enact
brutal economic programmes and a
hard-charging austerity drive.

The EU has this time suspended its
fiscal rules, allowing the Italian public
debt to exceed 150 per cent of GDP,
while putting the might of stronger
treasuries, including Berlin’s, behind an
unprecedented commission borrowing
programme,

But thatdoes not mean the new recov-
ery fund riches come without strings
attached. Accessing the money will
require a member state to signuptoa
swath of regulatory and administrative
reforms. These willneed to be delivered
according to timelines and milestones
set in conjunction with the commission,
led by president Ursula von der Leyen,
as part of so-called recovery and resil-
ience plans.

Historic opportunity

The idea of common European borrow-
ing was profoundly controversial
among fiscally frugal northern EU states
such as the Netherlands when they
agreed to the concept last July.

They signed up in the belief, however,
that the commission would enforce
tough reforms alongside investment
plans aimed at making weaker
economies more resilient the next time
acrisis comesalong.

“The commission is really serious
about these reform programmes,” says

one senior EU diplomat. “They won't let
usgetawaywithanything.”

Paolo Gentiloni, the Italian commis-
sioner who oversees EU economic pol-
icy, sees a big difference between the
expected Draghi government and the
technocratic Monti regime that led Italy
between 2011-13.

The latter served at a time when sov-
ereign debt yields were unsustainably
high and the “troika” of the commis-
sior, the ECB and the IMF was imposing
deeply unpopular reforms on belea-
guered euro members, such as Greece.

“The Monti mission was a rescue mis-
sion. This is a mission to avoid missing
out on a historical opportunity — that is
why Draghi’s leadership is so impor-
tant,” explains Gentiloni, himself a
formerItalian prime minister.

“It 1s a very different environment
from the one we had eight or nine years
ago. Some of the problems arestill there,
but now there is the opportunity to
address them in a positive context ofa
strong boost to growth and the recovery,
and not in the context of saving the
country from the troika.”

Ttaly has made advances in areas such
as pension and labour market reform in
recent decades, Gentiloni says in an
interview with the Financial Times, but
he cautions that there had been less
progressin areas such as speedingup the
judicial process and reforming competi-
tion rules, aswell as curbing red tape.

“Tam sure that he [Draghi] will use his
extraordinary experience and his strong
leadership to make the right things hap-
pen,” he adds. “He knows very well all
the bottlenecks, the difficulties, the
challenges involved in making reforms
happen inItaly.”

The country has, for example, one of
the slowest legal systems in Europe. A
2018 study by the Council of Europe
concluded that the average time for
commercial legal cases to be settled was
514 days, among the worst in Europe
and longer than in Malta and Turkey.

In 2016, Italy had 4.1 civil and
commercial litigation cases pending per
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100 inhabitants, compared with 2.4 in
France and 0.9 in Germany.

Partly as a result, the country was
ranked 58th globally in the wWorld
Bank’s Ease of Doing Business report for
2020 — with low results for features
such as enforcing contracts and paying
taxes. That put it just below Romania,
Kosovo and Kenya,

Lucrezia Reichlin, a London Business
school professor and former head of
researchat the ECB, stresses that Draghi
is not “some technocrat coming down
from the sky” who plans to push the
country through “a crash course in
liberalisingits economy”.

The focus of his proposals to the com-
mission needs to be on addressing
“Italy’s structural incapacity to spend
money, which is related to the public
sector’s ability to make decisions,
pursue transparent processes, and
undertake auditing”, she says.

This points to one of the commission’s
biggest questions about Italy and the
recovery fund: whether the country is
up to the task of spending such a vast
quantity of money wisely over a con-
tracted period of time. Italy’s history
here is far from encouraging.

Along with Spain, Italy has one of the
worst track records for efficiently
spending EU structural funds. In the
2014-20 EU budget period, Spain man-
aged to spend only 36 per cent of those
funds by late last year, with Italy only a
little better at 43 per cent. By contrast,
France’s absorption rate was 61 per cent,
andFinland’s was 81 per cent.

Yet together Italy and Spain will
receive no less than 40 per cent of the
EUrecovery fund harvest — dominating
the spending programme. This means
the reputation of the entire project rests
on those countries’ ability to come up
with credible programmes that meet
the commission’s green and digital
priorities and minimise boondoggles,
waste and fraud.

some officials hope the Next Genera-
tion EU project — which is officially
designed to be temporary — could
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become a permanent feature of
Europe’s set-up. But as Erik Nielsen,
chief economist at UniCredit, says, that
dream “only has a chance if the money is
well spent and certainly not wasted”.

‘Windfall fears

Todate officials have been more encour-
aged by what they see from Spain than
by the draft proposals that have been
discussed in Rome. Madrid expects to
receive some €70bn in grants over the
next three years, followed by roughly
the same amount in loans in the period
up to 2026. It has already approved a
budget that allows it to borrow €27bn
against future grants from the fund,
passed legislation last month to elimi-
nate bureaucratic bottlenecks in dis-
bursing the money, and drawn up a list
0f170 reforms to submit to Brussels.
Among the top priorities in the coun-
try’s recovery and resilience plan are the
digitalisation of Spanish business and
the transition to green energy. Big cor-
porates are hurrying to register them-
selves as possible beneficiaries. Other

‘Spain cannot wait for the
funds. We have a very
difficult economic
situation, with an 11 per
cent fallin GDP last vear’

goals include turning Spain into a hub
for the video games industry and boost-
ing the country’s sport sector.

“The country cannot wait for the
funds,” says Manuel de la Rocha, the
official entrusted by Prime minister
Pedro Sanchez to keep track of the
resources. “We have a very difficult eco-
nomic situation, with an 11 per cent fall
in GDP last year, and we need to inject
funds into the economy right now . . .
and accelerate the absorption of these

But critics of Sdnchez’s Socialist-led
government demand more transpar-
ency over how the funds will be allo-
cated, as they voice concerns about the
power the prime minister will wield
over the resources,

The anti-bottleneck legislation, which
set out the government structures
responsible for co-ordinating the funds,
was opposed by the main opposition
People’s party, the centrist Ciudadanos
grouping and Catalan nationalist MPs —
only passingbecause ofthe abstention of
the hard-right Vox party. Pablo Casado,
the PP leader, argued it would give the
prime minister “a free bar” and lead to
“clientelism” that ends in corruption.

The government has rejected opposi-
tion calls for an independent agency to
administer the funds, arguing that set-
ting up such an institution would waste
valuable time and that it would be over-
whelmed by the task.

“The government has shown it is will-
ing [to carry out reforms], but govern-
ance is a huge issue, with political frag-
mentation and the rise of populism
across southern Europe,” warns Toni
Roldan, director of the centre for eco-
nomic policy at Esade business schoolin
Madrid. “Tfear that with this windfall of
money, there will not be substantial
reforms. And the commission has little
room for manoeuvre, since they would
be terrified of assuming the political
cost [of halting payments of funds].”

Similar concerns swirl around Italy,
which is acknowledged among EU offi-
cials and diplomats to be behind Spain
when it comes to drawing up its recov-
ery plan before an April 30 target date.
Business leaders warn that the existing
draft plan, which set out priorities
including digitalisation, energy transi-
tion, health and education, lacks crucial
detail on governance and procedure.

The commission also faces a hugely
difficult task as it prepares to police the
countries’ plans. Withholding recovery
fund money if countries fail to hit their
reform and spending deadlines and tar-
gets would trigger political uproar. Yet
Brussels cannot afford to preside overa
project that becomes tainted by squan-
dered billions, abandoned projects and
lost opportunities for economy-boost-
ingreform.

Bussink, who has profited by finding
ways to navigate Italy’s administrative
barriers, stands to lose out if Draghi is
successful in overhauling Italy’s econ-
omy as part of its recovery plan. Buthe
isnot overly concerned.

“If shipping got super-efficient here it
would hurt me for sure,” he says. “That
still wouldn't take away the bureauc-
racy. That is the most painful thing, and
the hardest thing to resolve.”
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Foreign investors face a
dilemma in Myanmar

Cutting ties risks pushing the country further into China’s embrace

Big business has always been uncom-
fortable when trying to find a way to
deal with authoritarian regimes. Chief
executives, justlike politicians, grapple
with the same basic dilemma —
whether to engage or withdraw. Itis a
question facing companies, many Japa-
nese, active in Myanmar following last
week’s military coup. While the wave of
optimism that accompanied the initial
overthrow of the junta in 2011 abated
following violence against the Muslim
Rohingya minority, democratic
progress had still been encouraging.

Cutting off foreign investment now
would do little to preserve that
progress. Instead, it would risk pushing
the country further towards Beijing
and allow authoritarianism to embed
itself deeper.

Many businesses — worried about
the reputational damage and the insta-
bility brought on by the coup — may
soon leave but there is no ethical
imperative unless they are in business
with the military. Myanmar is already
among Asia’s poorest countries, and
exiting an ethical, normal business will
only compound the damage done from
the turmoil that accompanies the coup.

Companies that do leave will have to
write off investments built up over the
past few years that are, often, only now
beginning to pay off. Foreign invest-
ment in the country peaked around
2015, according to official statistics, at
$9.5bn — roughly 10 times the amount
in 2009 before the democratic transi-
tion began. Most of this has come from
elsewhere in Asia; Japan, in particular,
is a big investor in the country, with
companies including Toyota and Mit-
subishi operatingin Myanmar.

There are broader questions at stake
too, about the economic relations
between democratic and authoritarian
regimes. Many countries are wrestling
with this problem. The British parlia-
ment has debated whether to amend its

trade law to take into account how to
deal with countries accused of commit-
ting genocide, with an eye to China's
behaviour towards its Uighur minority.
The EU, meanwhile, is touting the
potential for improving China’s record
on labour rights through its investment
deal. Engagement brings the possibility
of empowering alternative voices and
centres of power, butit can also be seen
as tacitly endorsing repression.

In this case, a retreat will mean
Myanmar’s government simply looks
elsewhere for investment. Theregion is
critical to Beijing’s geostrategic goals —
many refer to Myanmar as China’s
“west coast” — by providing access
through ports and pipelines to the
Indian Ocean. This reduces China’s
dependence on the critical trade route
through the Strait of Malacca between
Malaysia and Indonesia.

sanctions should therefore be
directed towards individuals, similar
to those introduced against Russia by
the Magnitsky Act in 2012, rather than
the blanket sanctions that the US
placed onIran, cutting the country off
from western markets and embolden-
ing hardliners. One exception, how-
ever, should be companies directly tied
to the military regime, especially the
two main business groups Myanmar
Economic Holdings Public Company
and Myanmar Economic Corporation.
In 2019, a UN fact-finding group called
for member states to boycott these
companies. Japanese brewer Kirin
finally ended its joint venture with
MEHL after this year’s coup.

Tens of thousands of people have
taken to Myanmar's streets to protest
and urge a return to democracy. They
deserve support from western govern-
ments whose leaders should make
clear the cost to the generals from any
attempt to crush the oppesition. Sanc-
tions are called for but they must be the
right ones that help Myanmar’s people.

Britain wakes up to the
power of border controls

The tough new regime stands and falls by quality of policing

Pritain has always boasted of the mer-
its of its open economy. Global Britain
was the catchphrase of those who cam-
paigned for the UK’s departure from
the EU and who saw the country as a
champion of free trade once freed from
the strictures of Brussels. So when it
came to managing the pandemic, the
government’s attitude to border con-
trols was always a potential Achilles
heel. Last spring, as successive govern-
ments began to introduce travel
restrictions, such as routine testing
or quarantining, Britain’s borders
remained stubbornly open. The failure
to act was baffling and has proven fool-
ish in hindsight. Ministers have been
playing catch-up ever since.

The rapid spread of new variants of
coronavirus has now galvanised minis-
ters toact. Under a scheme due to take
effect next week, people coming into
the UK will have to take Covid-19 tests
soon after entry for the first time. All
arrivals will have to be tested on the
second and eighth days after arrival, in
addition to producing a negative test
result before departure. Other changes
include a 10-day government-man-
dated quarantine for any travellers to
England from a “red” list of 33 coun-
tries. Foreigners are already banned
from coming into the UK from those
countries. British residents, however,
will be allowed to return home from
them if they take partin the supervised
hotel quarantine. Anyone refusing to
go to a quarantine-designated hotel
faces fines of up to £10,000. In addi-
tion, anyone who tries to conceal they
were in a country on the red list in the
10 days before arrival in the UK faces a
prison sentence of upto 10 years.

As a tightening of the current regime
— under which most people arriving
must merely self-isolate in a private
home without any post-flight tests —
the changes are welcome. The govern-
ment’s light-touch quarantine system

has proven too easy to undermine.
Although the police were able to levy
fines for breaking quarantine require-
ments, the system has largely relied on
the willingness of travellers to register
their contact details and to follow the
rules unmonitored. The strategy of
quarantine hotels has already proven
successful in other countries including
Singapore and New Zealand. Similarly,
the introduction of double-testing is
scientifically sound. Modelling for Pub-
lic Health England last June already
suggested that “double-testing”, witha
second check taken after eight or even
five days, would capture the great
majority of pre-arrival infections.

However draconian the threatened
prison sentences or fines, implementa-
tion and pelicing will be critical if the
rules are to have any success. The 10-
year prison term, while eye-catching, is
perhaps more a tacit admission of the
systemic weakness in any regime. Nor
does it bode well that, with just days to
go before the quarantine system comes
into force, the government has struck
deals with only 16 hotels to provide just
4,600 rooms — a fraction of the esti-
mated 28,000 that will be needed over
the first month of the scheme. Some
hotel operators have declined to sign
up given the government’s refusal to
block-book entire venues, While public
health must come first, ministers can-
not ignore the impact on the travel
industry from the new approach. A
clear exit strategy is vital.

Clear and consistentrules, combined
with efficient monitoring, are meas-
ures that should have been put in place
months ago. But it is to be welcomed
that the government is finally getting to
grips with Britain’s borders. The suc-
cess of the rollout of the vaccine pro-
gramme is likely to have emboldened
ministers to act. The hope must be that
the new regime heralds the start of
more effective government.
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Tax reform W]]l require cross party backmg

In his opinion piece (February 8)
Martin Wolf makes some excellent
proposals for reform of the UK tax
system. One missing element regards
the rate at which taxes will be levied. It
seems to be assumed that there will
continue to be a flat tax on corporate
income as well as on personal income
above some not-very-high tax
threshold: a billionaire pays the same
rate as, say, a doctor.

This was not always so. The last time
that the whole nation had to bind
together to pay off debt and build
infrastructure, in the years after the
second world war, it was considered

fair that the rich should pay a much
higher rate than the middle classes —
in some cases above 80 per cent of
their income. This was thought to
provide some concept of equality of
sacrifice — the “broadest shoulders
bear the greatest burden”.

It would be technically easy to
devise a formula under which, say,
those on incomes above £500,000 pay
60 per cent, above £10m 70 per cent,
above £50m 80 per cent and above
£250m 95 per cent. Analogous changes
would need to be made to taxes on
dividend payments, and other
incomes, to preserve neutrality

between them and prevent arbitrage.
With tax increases in prospect, even
if not immediately, such an approach
would dampen or eliminate the
increased burden that will otherwise
fall on the overwhelming majority of
taxpayers. When Churchill was prime
minister we had a tax structure
equivalent to this. One would hope that
today stch a proposal could win
bipartisan support, even if there is
argument about the gradient of the tax
incline and maybe the endpoint.
Charles Enoch
St Antony’s College
University of Oxford, Oxford, UK

Regulators need to end
illusion of ‘free banking’

The “free if in credit” pricing model for
personal current accounts, adopted by
major banks in the 1980s, is
fundamentally flawed (FT Money, FT
Weekend, January 30). It may just have
made some sense when interest rates
were high enough for banks to enjoy
the endowment effect of lending
money out at interest where the funds
were sourced from interest-free
current account balances. This profit
could then cross-subsidise the
operating costs of servicing these
accounts.

However, this logic was undermined
from the start by the fact that the
major banks never extended free
current accounts to their business
banking customers.

Andrew Bailey, now the governor of
the Bank of England and quoted in
Nicholas Megaw’s article, was so right
when he said that maintaining the
illusion that banking could be free
encouraged product mis-selling.

surely no one would expect their
electricity company to supply free
electricity, while relying on profits
from activities such as insurance sales,
service contracts and penalties for late
payment to cross-subsidise the cost of
providing the core product. Why do we
expect the banks to behave this way,
except for the fact that personal
customers have become addicted to
not paying for the core services of
payment processing, cash handling and
keeping money safe.

The “free” banking model is
inefficient, because customers have no
price incentive to operate their
accounts economically. For example,
they can make numerous small cash
withdrawals regardless of the
processing cost. Worse, the ways that
the banks have sought to recoup costs
have caused suffering to numerous
customers facing punitive interest and
charges for becoming overdrawn. The
staggering costs of mis-selling disasters,
of which PPI is but the largest, have
adversely affected the pension savings
of thousands by their impact on bank
valuations, dividends and share prices.

The banks all charge the same price
(ienil) for core current account
services, This means there is in
practice no price competition.

Indeed there is very little real
competition of any kind for whatisa
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Brazil's soyabean farmers
can be heroes, not villains

There is one take-home message from
the letters the FT has published about
the threats to Brazil’s Cerrado
savannah, the most recent of which
being “Soy moratorium is no way to
save Brazil's Cerrado” (January 18). It is
that farmers alone have the authority
to make decisions about their property.

Retailers accuse the soyabean
industry and vice versa. Meanwhile, it
has become clear that one cannot
expect Brazil’s government to take
action on conservation. We therefore
argue that the most efficient way to
protect the Cerrado’s biodiversity is to
create an incentive for farmers
willingly to protect nature.

S0 how to do it? At the Black Jaguar
Foundation, a Dutch-Brazilian non-
government organisation, we actively
reach out to farmers, partner with
them and teach them about how to
benefit from nature preservation.
Interested farmers are invited to join a
reforestation programme. All expenses
and technical support are covered by
our organisation.

Additionally, farmers receive
guidance on how to develop
agroforestry and sustainable timber
systems on the reclaimed land. The
strict ecological legislation thus would
no longer be a burden but an
opportunity.

As André Nassar, executive president
of Abiove, the soy traders’ industry
association, suggested in his letter this

America’s Republicans
find tables have turned

Your well reasoned leader “US Senate
must convict former president Trump”
(FT View, February 9) has just about as
much chance of happening as the UK
parliament had of holding prime
minister Tony Blair to account for
“misleading” the UK into participating
in the invasion of Iraq in 2003.

Your characterisation of what
happened in last month’s storming of
the US Capitol — that Trump “raised” a
mob — is overstated.

Trump only used the mob which the
Republican party has spent decades
bringing into being. Through a
deliberate series of lies about
everything from climate change to
Baraclc Obama’s birthplace, the embers
of anger only needed to be fanned into
open flames by Trump.

Elected Republicans are not in fact
choosing “unity” so much as they are
seeking individual pelitical survival.
Having spent decades filling the minds
of their supporters with vile rubbish,
elected Republicans now find that it is
the mob which controls them rather
than the other way around.

Guy Wroble
Denver, €O, US

Victorian-era case shapes
talks on insuring directors

Your front page story (“Cost of liability
insurance for company directors
soars”, February 8) reports that the UK
Treasury is negotiating with insurers
over the increased costs of serving as a
director following the proposed new
corporate governance legislation.

Once again government is missing
the major point. Liability insurance for
directors is necessary but not
sufficient. Most directors’ and officers’
liability insurance policies do not cover
the personal liability of directors,
merely their costs as long as they have
behaved within the law. It is easier to
say that all directors have unlimited
personal liability.

The bigger issue is the tragedy of 125
years of governments failing to address
the flawed “salomon vs Salomon”
judgment of 1896 which established
that a company is essentially regarded
as a legal person separate from its
directors. This should have resolved
the issue of directors’ personal liability
and “the overseeing mind”, It did not.

Hong Kong’s role as a hub
for arbitration is growing
The article “Businesses look at cutting
Hong Kong from contracts over fears
for rule of law” (Report, February 1)
unfortunately illustrates an incomplete
picture of Hong Kong.

Notwithstanding the violence in
2019, statistics from one of the arbitral
institutions in Hong Kong, the Hong
Kong International Arbitration Centre
(HKIAC), show that the number of
arbitration cases handled in Hong
Kong last year actually increased, with
318 new cases, the highest number
since 2009.

This is a clear endorsement of the
city’s reputation as an effective and
neutral international legal hub. The
total amount in dispute was close to
$9bn — the highest since 2011. The vast
majority of cases have the “seat” of
arbitration in Hong Kong.

From July to December 2020 — the
six months following the introduction
of the National Security Law — the
HKIAC received 182 new cases, an
increase of 39 per cent from the same
period in 2019.

We are never complacent about our
existing competitive edge. Of particular
importance to international companies
is Hong Kong's advantages in matters
related to doing business in China.
Under a game-changing arrangement
signed in 2019, the HKIAC has received
applications covering assets totalling
$1.9bn and to date mainland courts
have granted orders totalling $1.5bn.

Hong Kong is the only jurisdiction
outside the Chinese mainland that can
provide this service.

A specialist list of judges in the Hong
Kong Court of First Instance deals with
arbitration matters. Courts in Hong
Kong have a long record of neutral
decision-making that is strongly
supportive of the arbitration process.

We continuously strive to meet
market demands to ensure Hong Kong
remains one of the world’s leading
international legal hubs for dealmaking
and dispute resolution services.
Teresa Cheng
Secretary for Justice, Hong Kong
Special Administrative Region
Hong Kong

An outsider’s view of
Japan gender culture

Iread Leo Lewis’s column on the
“Tolyo Olympics chief’s moment of
national sexist shame” with particular
interest (Opinion, February 8). In 2011,
1was an exchange professor in a well-
established university in Kyoto. While
there, I found teaching undergraduate
and graduate students one of the most
rewarding experiences in a long career
of university-level teaching.

The students, female and male, were
eager to learn and participate in class
discussions equally and
enthusiastically. My main course was
on gender and development.

The faculty was another story
however. More than 95 per cent were
male professors. They were always
very cordial to me. But I soon learned
that in conversations among academics
1 was just expected to listen.

And, indeed, since I did talk, I was
identified as a woman who did not
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of the ruling Bharatiya Janata party.

In Prime Minister Narendra Modi'’s
“New India”, such irreverence can
carry a heavy price. On New Year’s
Day in the prosperous city of Indore,
Faruqui was beginning a show when
Hindu vigilantes, led by the son of a
BJP state legislator, disrupted the
performance and hustled him off toa
police station.

Faruqui, 30, and four other comics
were arrested on charges of violating a
British colonial-era law that makes it a
criminal offence to “deliberately
outrage the religious feelings of any
community”.

For the next 36 days, Faruqui sat in
jail, his bail application thrice rejected
by lower courts, with one judge
declaring it is “the constitutional duty
of every citizen to promote
brotherhood and harmony™.

He was finally freed late on
Saturday night, more than 36 hours
after India’s Supreme Court ordered
he be granted bail. But the ordeal of
the young comic — whose family
home was destroyed in Gujarat’s 2002
communal riots — is far from over.

contemporary politics or social life.
They joke at their peril, as the ruling
party and its zealous Hindu
supporters are watching.

India’s many sweeping colonial-era
criminal statutes — which make ita
crime to deliberately offend people’s
religious feelings or promote enmity
between communities — give
authorities plenty of legal tools to
apply pressure on critical voices.

“Faruqui’s case shouldn't be seen in
isolation,” says Akash Banerjee, a
popular political satirist. “It is part of
the gradual creeping control over any
sort of dissent. Today, talking about
religion is off the table. Tomorrow,
criticising any politician will be off the
table because in India, politicians are
demigods.”

Comics aren't the only ones feeling
the heat. Police in five BJP-ruled states
have filed criminal charges against a
senior Indian executive from
Amazon’s video streaming services
and a chitch of Bollywood film
personalities over a scene in a new
Amazon Prime mini-series, Tanday, in
which students in a college play

should not be punished for dialogue
uttered while in character. But Judge
MR Shah — who has praised Modi as
India’s “most popular, loved, vibrant
and visionary leader” — disagreed,
saying the actor had read the script
before signing up for the role.

Journalists are also under fire, with
three BJP-ruled states filing charges of
sedition and instigation of violence
against a clutch of prominent
journalists and Congress
parliament member Shashi Tharoor
for tweets — whose accuracy was later
contested — about the death of a
farmer in recent protests.

Taken together, the recent flurry of
high-profile legal cases are a stark
warning to Indian public figures,
including in the media and the arts,
about the potential price of sharp
political critique.

“One has to be very careful in the
times in which we live,” says Banerjee.
“Everything can be misconstrued. The
law book is open for anyone to
misuse.”

amy.kazmin@ft.com
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Opinion

AMERICA

f nothing else, the trial of Donald
Trump in the US Senate will afford
teachers of game theory a case
study for the age. It is in the collec-
tive interestof sensible Republicans
in that chamber to convict the former
president over last month's Capitol
siege. It is in no individual senator’s
interest to taste the ensuing wrath of his
fans. Republicans must either co-ordi-
nate to pool their risk — they can’t all be
hounded — or let Trump off. He can
bool his acquittal party now.
The likeliest volunteer for the tor-
ment of going against Trump is Utah

Romney is the model for a new Republicéifi party

senator Mitt Romney. No one who
sought converts to Mormonism in 1960s
France is unacquainted with thankless
work. The most prominent latter-day
saint in the US remains a glutton for it.
Last February, Romney alone among
Republican senators voted to remove
Trump over his dealings with Ukraine.
Of late, he has stressed the legitimacy of
convicting a former president. Ellipti-
cally, he wants a “meaningful conse-
quence” for the incitement of violence
on January 6.

Ifthere is a future for US conservatism
beyond hot-tempered quackery, Rom-
ney points the way. What marks himout
asan agent for change isthat he does not
stop at a moral stand against Trump. He
also questions the small-government
bias of a party that has let its economic
views become articles of faith. His break
with Republican convention s as doctri-
nal as it is moral. Coming nine years
after a stringently free-market (and

duly failed) run for the White House, his
apostasy is eye-catching.

So far, its most concrete expression is
the Family Security Acthe proposed last
week. Romney wants to condense a fog
of tax credits and fiscal transfers into a
single benefit for households with chil-
dren. The left-leaning People’s Policy
Project, a think-tank, says it is more

Here is a conservative
with hard cash for
low-to-middle earners,
not just cultural flattery

generous than President Joe Biden's
plan. Bucking a policy trend since the
1990s, it is not conditional on a parent
being in work. A rare consolation for the
right is its removal of the so-called tax
Ppenalties against marriage.

Itisnot just liberals of a cosmopolitan
sort who will chafe at the pro-natalism.
Given what is known of the climate
impact of each new life, strict environ-
mentalists might too. Only a churl,
though, would deny the progressive
intent. Here is a Republican with hard
cash for low-to-middle earners, not just
cultural flattery. The more the party
offers of the first, the less it need count
on the second. More bread should lead
to fewer circuses. There is a neat circu-
larity to the process of Republican
reform.

If Americans take ajaundiced view of
technocrats, it is not without historical
cause, Herbert Hoover was a first-class
administrator — in public and private
realms — before his stint as the Depres-
sion’s Marie Antoinette. Rational to a
fault, the president from 1929 to 1933
seemed cloth-eared to the wails of a suf-
feringpeople. A generation later, Robert
McNamara infused the defence depart-

ment with the same mix of technical
mastery and dire judgment. This sub-
lime quant, the first president of the
Ford Motor Company from outside the
Ford family, helped to botch the Viet-
namwar,

In 2012, voters had Romney pegged as
the heir to this grand tradition of com-
petent fools. Plainly, the co-founder of
Bain Capital, the vaunted salvager of the
2002 winter Olympics, would have run
a tight ship. But perhaps too tight. No
one who wrote off 47 per cent of the
nation as wards of a soft-touch govern-
ment was presidential fibre.

This is what gives drama and even
poignancy to (the former missionary
will have to excuse the phrase) his con-
version. He is moving beyond his party’s
impoverished concept of “freedom” as
something inversely proportional to
one’s annual tax liability.

Lots of anti-Trump conservatives
stop short of that. Their dream is a

better-behaved frontman or woman for
roughly the same ideas that left the
party so ripe for populist capture
in2016.

Aveteran of private equity, Romney is
not going to make the Grand Old Party
his last corporate turnround job. Too
many of his colleagues are incorrigible,
as Trump’s near-certain acquittal
implies. Despite that ageless sheen, at 73
thesenatoris also likely to betoo old.

What he might achieve is to serve as
the model for whoever does one day
redeem the party. For a Republican,
denouncing Trump is brave, in the all
too physical sense. But it is also howl-
ingly obvious.

It is the design of a new, more rounded
conservatism that requires difficult
thought. Romney is doing some of both.
It is one of the better second acts in
Americanlives.

janan.ganesh@ft.com

We must
vaccinate the

world —

NOW

Martin Wolf Economics

The cost of jabs for all would be a
rounding error; it is also the only way
to end the pandemic for good

he world economy is recov-

ering from the depths of the

Covid-19 crisis. But that cri-

sis will not depart for good

until the pandemic is under
control. Since the virus knows no fron-
tiers, it cannot be under control any-
where unless it is under control every-
where. The alternative is for us to
remain inside national prisons indefi-
nitely. Alas, that is what we risk if lead-
ers do not raise their gaze from their
own countries.

In its January World Economic Out-
look Update, the IMF projected global
economic growth at 5.5 per cent this
year and 4.2 per cent in 2022, Moreover,
its “2021 forecast is revised up 0.3 per-
centage point relative to the previous
forecast”. The global contraction in
2020 is also now thought to have been
0.9 percentage points less than previ-
ously expected. still, it was the worst
recession since the second world war
and had especially devastating effects
on women, the young, the poor, people
employed informally and those working
in contact-intensivesectors.

Losses relative to pre-pandemic
expectations are large and likely to
prove permanent. They will turn out to
be a form of “long economic Covid”. As
the World Bank’s Global Economic Pros-
pects report notes, this is partly due to
the damage done to investment and
human capital. It is also due to the com-
bination of pre-existing economic
weaknesses with increased fragilities,
especially the big jump in debt. One of

the report’s chapters is entitled, “Head-
ing into a Decade of Disappointment”.
That is plausible and disturbing.

A precondition for limiting long-term
economic and social damage is bringing
the virus under control. Only then can
wehopeto return to normallife. Indeed,
no event since the second world war has
better demonstrated the limits of
national autonomy. A recent paper pub-
lished by the National Bureau of Eco-
nomic Research argues that “up to 49
per cent of the global economic costs of
the pandemic in 2021” will be borne by
advanced economies even if they
achieve universal vaccination at home.
This is due to the networks of produc-
tion and trade that bind countries
together. No economy isanisland.

As Tedros Adhanom Ghebreyesus,
director-general of the World Health
Organization, has argued, “vaccine
nationalism harms everyone and pro-
tects no one”, Moreover, the costs of an
inward-looking pelicy of “health in one
country” are not just narrowly eco-
nomic. It also implies long-term limits
on cross-border travel for all purposes.

More important still, it increases epi-
demiological risk. The more widespread
the virus, the greater is the likelihood of
harmful mutations. Already, the arrival
of such mutations suggests the need for
along-term effort to adapt the vaccines,
quite apart from developing better
treatments. Covid-19, it is increasingly
clear, will be a long haul.

It must also be a global haul. Yeta
cursory glance at global vaccination

How the pandemic has devastated the world economy

IMF forecasts for GDP % above/below 2019 level
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rates shows there is instead a race
to vaccinate local populations, with
wealthy countries well in the lead.
Among large rich countries, the UK
is currently ahead, with 19.2 doses
administered per 100 residents. The
global figure is just 1.7 doses.

This outcome may have been inevit-
able given political pressures — even
though, as many argue, it would be
better to vaccinate the vulnerable and
the most significant workers (such as
teachers) everywhere, before moving

The bulk of the necessary
inoculations will now
happen in 2022 and 2023,
That s far too late

on to the less vulnerable and significant
anywhere.

Yet what was not inevitable was the
gross underfunding of the effort to
produce and distribute vaccines for
theworld.

As things stand, Covax — the effort to
make and distribute vaccines globally —
hopes to deliver 2.3bn doses this year.
But even that would cover only about a
fifth of its target population, far too few
to achieve herd immunity. Planned sup-
plies are also heavily backloaded this
year. The bulk of the necessary vaccina-
tions will now happen in 2022 and 2023.
That is far too late. Indeed, already by
next year, it may be vital to revaccinate
earlyrecipients with modified vaccines.

Money is a crucial issue. At the end of
last year, the Covax Advance Market
Commitment, which buys doses in

advance for poor countries, had $2.4bn.
With promises made since then, it needs
another $2bn to pay for doses due just
this year. The total vaccination effort
will probably cost $35bn and more with
the likely need for regular revaccina-
tion. It will cost still more if an effort is
made to accelerate vaccine production
and distribution this year. Moreover, the
ACT (Access to COVID-19 Tools) Accel-
erator — of which Covax is a part, but
which also includes treatment and test-
ing — has a $27.2bn funding gap today
and will need more again in future.
Agccording to the IMF, advanced econ-
omies have already announced $5.6tn
in extra fiscal spending in response to
Covid-19. And that is only a part of the
total fiscal cost. The money needed
today by the ACT Accelerator is just 0.5
per cent of this sum. Even if the money

needed to accelerate vaccine produc-
tion and distribution for global use were
to be $100bn, that would be an error
term compared with the pandemic’s fis-
cal costs, let alone the huge health and
other costs it has imposed.

Scientists have achieved miracles
with the vaccines. Now the world’s lead-
ers have just to show elementary com-
mon sense. They must do “whatever it
takes” to finance accelerated produc-
tion and distribution of vaccines — and,
if necessary, reformulated vaccines —
globally.

This is the only way for us to regain
any sort of normality. Nothing should be
allowed to get in the way. This isa global
war and our species is not yet winning.
That hasto change, from tomorrow.

martin.wolf@ft.com

MARKETS

Katie
Martin

lon Musk is the world’s great-
est gift to cryptocurrencies.
These “coins”— really little
more than lines of code — still
have few real-life use cases.

They are handy for laundering money
and buying drugs on the internet, and
are beloved by the hardcore libertarian
and paranoid among us who long to be
free from investor protections. But they
are only slowly creeping into everyday
transactions.

They pay no dividends and give no
shareholder rights. They are plagued
with scams and spark alarm among

Musk’s effect on cryptocurrencies reveals an irrational world

environmentalists for the huge amounts
of computing power that is used up
intheir creation.

Their volatile value is also only as
much as the next person is prepared to
pay for them.

But when that next person is Tesla
founder Musk, a billionaire idolised by
countless amateur traders, that amount
canturnout to be quite high.

In recent weeks, Musk has appeared
to focus his attention on dogecoin — a
cryptocurrency branded with jaunty
images of a Shiba Inu dog and that
was established in 2013, very delib-
erately, asajoke.

With his help, including a February 4
tweet describing dogecoin as “the
people’s crypto” and a February 6
Twitter poll asking whether dogecoin
is “the future currency of Earth”, he
managed to propel the value of the
Dogecoin “market”, for want of a better
term, to more than $10bn, a record

high. It is currently up about 900 per
cent since late January.

Now it turns out that while Musk
was drawing a crowd with his bizarre
comments and images boosting a
“currency” that, to reiterate, is a joke,
it would have been worth paying more
attention to another of his tweets.

The volatile value of
these ‘coins’ is only as
much as the next person is
prepared to pay for them

On December 20, Musk broadcasted a
cartoon image of a monk, hands clasped
in prayer, tagged as “me trying to live a
more normal productive life”.

To his side was the suggestive image of
abeautiful young woman, skirts hitched
to her waist and no obvious signs of

underwear. The word bitcoin was
plastered over her nether regions.

This is not the sort of material that
professional analysts and investors in
Tesla may be accustomed to tracking.
But it came just weeks before the
company on Monday revealed it had
spent $1.5bn on bitcoin, following a
change in its investment policy last
month. The company also plans to start
accepting bitcoin for payments.

The news sent the price of bitcoin
shooting 14 per cent higher to a new
record of morethan $44,000.

What to make of all this, aside from
the fact that Musk has no taste filter
on his tweets?

The constructive view, perhaps, is
that Tesla’s apparent intention to accept
payments in bitcoin could prove to be
a key moment in the cryptocurrency’s
evolution towards a standard method

of payment.
That may be so, although right now,

while it is still not unusual for the price
of bitcoin to fluctuate by 10 per cent or
morea day, it remains hard toimagine.

The wearier view is that this is just
the sort of silliness we need to get used
to at this stage of the longest market
bullrun in history.

No one is forced to buy bitcoin, or
dogecoin for that matter. Some fans
have reaped life-changing rewards from
their faith in the crypto gods, and good
luck tothem.

But the pitfallsare well known encugh
that buyers know the risks. Regulators
in the UK and elsewhere frequently
remind purchasers that they must be
prepared to lose all of their money.

Professional fund managers keep a
close, if often reluctant, eye on this
market, just as they were jolted into
paying attention to last month’s rocket-
like rally in the shares of GameStop, a
stumbling US video gamesretailer.

That is because wildly speculative

behaviour by amateur investors is
usually a good sign that benign market
conditions are close to expiring.

Global stocks have climbed 77 per
cent since the shortlived slump when
coronavirus first struck markets a year
ago. Everyone is on high alert for a
pullback. But few predict an imminent
crash,

Some feel that markets are incapable
of crashing while the fiscal and mone-
tary support is so plentiful. The vast
amounts of money poured into the
financial system by central banks and
governments has to come out some-
where. Thisis one ofthose places.

And just as markets can remain irra-
tional longer than you can remain sol-
vent, amateur investors are demon-
strating that their wild speculation can
be wilder, and potentially longer lasting,
than anything we have seen before.

katie.martin@ft.com
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Ocado: between £3.5bn and £26bn —
underlines the uncertainties. Anyone

packer cracker investingat this price needs o believe
two things. First, that Ocado has great

Suspending disbelief has paid off for technology. Second, that the grocery

Ocado investors, The UK online market has changed for good.

retailer’s vertigo-inducing share price

has more than doubled over the past

year — not bad when you consider Total:

Ocado was unable to meet demand for
its UK delivery service or announce
any new corporate customers for its
automated warehouse businesses.

Nor has Ocado turned a profit yet.
Full-year results, announced yesterday,
showed a pre-tax loss of £44m. That
compared with a £214.5m loss in 2019,

Profits rose sharply in the retail
business, run as a joint venture with
Marks and Spencer. But that was not
enough to offset growing losses in the
international business selling
automated warehouses. The shares fell
3 per cent on news that capital
expenditure would rise even more, to
£700m, this year.

This is likely to be the last year of
increasing losses in the international
technology business. As its automated
warehouses are built, accounting rules
will allow Ocado to start recognising
about £256m of fees that are due.

In the UK business, three new
warehouses will come on stream this
year, increasing capacity by 40 per
cent. That will come as margins fall in
the retail business. After the pandemic,
basket sizes will shrink and marketing
costs will rise.

The retail business is an important
test bed. But it accounts for less than a
tenth of Ocado’s market value. For
shareholders, attention is focused on
the future of warehouse technology.

There is plenty of room to grow. The
grocery markets in countries where
there is potential for automated
warehouses are worth £2.8tn, of which
Ocado’s current partners have 7.5 per
cent. The group’s sales effort has been
hampered by Covid-19 restrictions,
which prevented customers from
viewing its facilities. More competition
is emerging, including US group
Takeoff working with grocers Ahold
Delhaize and Tesco. Investors would
like to see more contracts signed.

The more the grocery market goes
online, the better Ocado’s prospects.
We can only guess at how much of the
pandemic-induced shift will prove
permanent. Ocado’s own estimate of its
future fee opportunity — anything

brand on the run

Big groups rebrand themselves in
response to a reputational disaster,
boringness or a merger. The credibility
crisis facing Total faces all producers of
planet-damaging hydrocarbons. Hence
aname — TotalEnergies — pointing to
its shift to renewables.

Tedium is rather to Total's
advantage. Investors see it asa
relatively safe bet in a disrupted sector,
providing steady oil volume growth
even as it pivots. The share price
outruns sector rivals. That, along with
implicit state protectior, should keep
predators away for a while. But
consolidation of the sector will change
the game for everyone eventually.

Total’s new moniker arrived with its
quarterly results yesterday. After an oil
crash, post-tax profits fell two-thirds to
$903m in the period. Including earlier
asset impairments, the full year
brought a loss of more than $7bn.

Total shares trade at a 10 to 15 per
cent premium to Shell, BP and Eni on
an enterprise value to ebitda basis,
largely the result of an indicated
dividend yield of more than 7 per cent,
double shell’s. Boss Patrick Pouyanné’s
commitment to the payout has been
unwavering. He must hope his
injection of renewable projects will
help maintain the premium, as oil and
gas endure a slow run-off. Gross
renewable energy capacity rose 2.4
times last year, though how much it
earned we do not know.

Total has done enough to remain
independent for a while. If the
rebranding works, it will help. Such
exercises do not always endure
convincingly; think of BP’s Helios logo.

Energy transition means the
hydrocarbons sector will be
unrecognisable a decade from now.
Gossip about a combination of Exxon
and Chevron may have been
premature. Defensive mergers are
likely to spread from US shale to the
multinational majors. Groups may
equally sell high-carbon divisions to

. ey
Lonza: Alpine ambitions
Shares in drug manufacturers with contracts to make ceronavirus vaccines are frading at records.

Switzerland's Lonza Is selling off ifs lower-margin, non-core chemicals divisions to focus on healthcare,
where revenues are expected to rise rapidly.
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While vaccine pioneers scale the
peaks of medical science to halt the
pandemic, it is contract drugmakers
that support the expedition.
Desiring a sharper focus on its role
in healthcare, Switzerland's Lonza is
disposing of its speciality ingredients
business. Private equity groups Bain
and Cinven said yesterday they will
buy the unit for SFr4.2bn ($4.7bn).
Names such as Moderna have
grabbed headlines with vaccine
discoveries but Lonza will have the
job of mass manufacturing. It has
responsibility for four of Moderna’s
five vaccine production lines that will
produce 500m doses annually. Links
to solving the pandemic has excited
investors, The Swiss group’s shares
have only recently slipped back from

bottom-fishing private owners or part-
float renewable units. No rebranding
lasts forever in a fast-changing sector.

Honda/Nissan:
exhaust manifold

Unexpectedly, Honda and Nissan have
both reported positive operating profits
for the fourth quarter. Demand for cars
jumped because consumers are
shunning public transport amid the
pandemic. Unfortunately, the relief this
has given Japanese auto groups will not
last, not least due to a global shortage
of semiconductors.

A closer look at the numbers shows a
lasting revival in earnings is not on the
cards. In the nine months to December,

FT graphic Sources: Refinitiv; S&P Capital I0; company; Jefferles; FT Resaarch

all-time peaks. Last year’s rally has led
to the group’s pricey valuation. Its
enterprise value is 25 times expected
ebitda, up by half from recent years.
Then again, valuations for peers
Sartorius and Celltrion trade at close to
40 times expected ebitda.

What may have dragged back the
multiple is its stolid speciality
chemicals unit. Lonza perhaps thought
it could make better use of the capital
employed, which UBS estimates to be
worth no less than SFr3.5bn.

Lonza's speciality ingredients unit
should be a good fit for private equity.
1ts business lines, cleaning and
disinfecting chemicals, have suffered
competitive pressure yet should
provide steady cash flow in a world
obsessed with cleanliness. Bain and

Nissan posted a net loss of ¥367bn
($3.5bn) on a 29 per cent decline in
sales. At Honda, the previously
resilient motorcycle division has
started running out of gas with sales
slipping in the last quarter.

Shares in the pair have been lifted by
the broader rally that has pushed
Japan's Niklcei 225 Average to a three-
decade high. Nissan’s stock has
doubled from a March low. Its
enterprise value to forward ebitda of
46 times is far higher than that of
global peers such as Volleswagen.

Yet the outlook is much bleaker for
Honda and Nissan than for European
rivals. They have lagged behind in the
shift to electric vehicles. That means
higher costs in coming years as the duo
restructure. Honda already faces
growing competition from electric

Cinven will pay 13 times ebitda. That
is a decent price, if only half Lonza’s
current multiple. The division’s profit
has not budged for many years. A
similar business, Schiilke, was sold by
Air Liquide for 12 times last spring.
While the connection with
Moderna’s vaccine seems exciting,
actual proceeds from the contracts
will enly provide a small percentage
of revenues. Lonza needs to reinvest
these proceeds into more promising
areas such as cell and gene therapies.
Revenues for what remains of
Lonza should expand at a near 10 per
cent compound annual growth rate
to 2025, consensus estimates show.
This deal looks good business for
Lonza. Recycling the capital into high
return areas is the next mountain.

scooter malkers, including Chinese
manufacturer Niu, whose sales rose 43
per cent last year. A global
semiconductor shortage has cut
Honda’s sales outlook by 100,000 cars
in the current quarter. Nissan faces
worrying financial hurdles. Its debt pile
of more than ¥8.2tn is growing and has
pushed its debt-to-equity ratio above
200 per cent.

The real challenge lies in the coming
quarters. Automakers have been
keeping production lines going thanks
to stockpiles of chips. Prices to source
these scarce components will rise,
adding pressure to margins. Nissan
runs a negative nine-month operating
margin of 2.5 per cent, something it
avoided even during the worst of its
management scandals. Ominously,
there is not much of a buffer left.

Coty/Estée Lauder:
the line on beauty

The business of selling lipstick and skin
creams has turned ugly. Working from
home has prompted many people to
abandon their usual beauty routines.
The collapse in air travel has resulted
infar fewer sales at airport duty-frees.

Not all beauty groups are equally
exposed. The latest quarterly results
from Estée Lauder and Coty highlight
the former’s resilience and the latter’s
continued befuddlement.

Estée Lauder, whose brands include
MAC and La Mer, delivered a nearly
blemish-free quarter. Revenue rose 5
Pper cent to $4.8bn during the last three
months of 2020 amid a rebound in
demand for premium skincare
products from China.

Cost-cutting helped boost net
earnings 56 per cent to $877m. The
stock — up 28 per centin 2020 —hita
new high this week. The company has
announced plans to resume its share
buyback programme later this year.

The picture could not be more
different at Coty, which has struggled
since buying beauty brands from
Procter & Gamble in 2016. An
integration nightmare led to billions in
writedowns. Coty ended up spinning
out some brands in a deal with KIKR
last May. A turnround still has a long
way to go.

Estée Lauder benefits from a strong
portfolio of high-end skincare brands
and a balanced geographical exposure.
Coty remains dependent on mass
market make-up brands like CoverGirl
and Rimmel, which are mainly sold in
drugstores. Its higher end offerings are
mostly perfumes, which have suffered
as people work remotely. Coty has less
exposure to beauty-obsessed Asia.

The result: sales at Coty shimped 16
per cent during the December quarter.
The net loss ballooned to $252.3m from
$22m a year ago. Coty shares, down 80
per cent from 2015 peaks, are among
the cheapest in the sector at just 23
times forward earnings. Estée Lauder
trades at 40 times. Coty’s low valuation
means there will be huge upside if new
CEO Sue Y Nabi can turn the group
round and recapture its youthful glow.
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ACROSS

1 Guided back, leading to conscious state
(8)

5 Was a staff member on boat sounding
rough? (&)

10 Philosophical writer that's across the
pond on fenland river (5)

11 Natural gold floor covering one put in
retirement place reflected (9)

12 System of government from countryside
spot is manageable (9)

13 Subtracting unspecified number from
lower number (5)

14 Underwear obtained from English
county, daughter being cold (&)

15 You're welcome to dine with son inside
at the moment (25)

18 Training in dance flats (7)

20 Throw about twelve inches underhand
®)

22 John's crushed by French defeat (5)

24 European to become fit afrer playing
squash maybe (9

25 Leisure facility with maze and tennis
court at periphery (9)

26 Boss's address east of Kingston
unoccupied (5)

27 Prison guard leaving out new mug (&)

28 Bill recalled documents about English
course originating at school (44)

DOWN

1 Rogue found in British river in sixties
perhaps (&)

2 Heading away from home, listen to
broadcast - hard rock (9)

3 Type of film mentioned wonderful horse
somewhere on the south-west coast
(6-5-4)

& One who doesn't dream about the
“greatest” highway (72

& Bottom golfer leans on family to get
secret identity? (15)

7 Crone brains child (5)

8 Grace to make speech at the end of
month (8)

9 Part of plant’s name rewritten beneath
stone (&)

16 Pudding habit will be curbed by summer
in France? Famous last words (2,2,5)

17 Bring trouble on oneself when tackle
inhibits pro (3,3,2)

19 Monster sale vast - gear all fifty percent
off (&)

20 FBI agents occupying prescribed section

21 Guests of Her Majesty here receiving
OBE primarily? They take a bow (6)

23 Mark’s overwhelmed by love letter
conveyed in aircraft? (5)
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