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Defeating Erdogan

Turkey's search for rival presidential
candidate —Bic READ, PAGE 15

Speak up, Fed

Powell should be as direct as New
Zealand’s bank —GILLIAN TETT, PAGE 17

USA $2.50 Canada C5$3.00

Yen again

Japan’s currency is acheap havenin
uncertain times — MARKETS, PAGE 11

Covid recount
Estimate of
deaths triples

A delivery worker rides a motorcycle
through an empty crossroads in Shang-
hai yesterday. Covid-19 cases in the Chi-
nese city, which is in its fifth week of
strict lockdowns, have started to fall,
suggesting that China’s extreme steps to
contain an outbreak are succeeding.

The World Health Organization yes-
terday tripled its estimation of the
number of people who have died as a
result of the coronavirus pandemic by
the end of last year to nearly 15mn.

The WHO calculation is based on
excess mortality, which demographers
use to measure the real impact of the
health crisis by comparing average
death rates with those recorded during
the pandemic.
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Musk enlists Ell

ison, Saud

1 prince

and Binance to back Twitter bid

® Tesla chief raises $7.1bn @ Qatar fund contributes & Share price rise defies Wall St trend

ARASH MASSOUDI, SCOTT CHIPOLINA
AND JOSHUA OLIVER — LONDON
JAMES FONTANELLA-KHAN AND
ANTOINE GARA — NEW YORK

Elon Musk hasraised $7.14bn of funding
for his $44bn buyout of Twitter from
investors including Oracle co-founder
Larry Ellison, crypto exchange Binance
and asset management groups Fidelity,
Brookfield and Sequoia Capital.

Wwith the new financing, Musk will
halve the margin loan he has taken with
a group of lenders to $6.25bn and
increase the equity portion to $27.25bn.
The remainder of the purchase price
will be paid with debt from global banks.

Binance chief executive Changpeng
Zhao told the Financial Times his crypto
exchange would offer Musk almost
uncenditional support for his takeover

of Twitter, after arapid deal thatleft the
parties little time to discuss details. “It’s
more of ablank cheque,” Zhao said after
committing $500mn to Musk’s bid.

The Tesla chief has been engaged in a
whirlwind effort to secure outside back-
ing to join his bid for the social media
platform, despite traditional private
equity groups largely eschewing the
transaction. The deal would transform
Musk, aself-declared “free speech abso-
lutist” with almost 91mn followers on
the site, into a social media baron with
control over how millions of people
obtain news and information.

saudi Prince Alwaleed Bin Talal Bin
Abdulaziz Alsaud, already an investor
in Twitter, will roll 35mn shares into the
bid vehicle, which at the offer price
equates toa $1.9bn stake,

“Great to connect with you my ‘new’
friend @elonmusk,” the Saudi prince
wrote on Twitter. “I believe you will be
an excellent leader for @ Twitter to pro-
pel & maximise its great potential.”

Twitter shares rose more than 3 per
cent yesterday, defying a US markets
trend of falling stocks. Twitter stock has
remained below the $54.20-per-share
offer made by Musk, as investors have
worried that he would not complete the
deal. The entrepreneur would pay $1bn
if he abandoned the transaction.

The biggest new backing for his pur-
chase came from Ellison, who also sits
on the board of electric-car maker
Tesla, and is contributing $1bn. Venture
capital business Sequoia is providing
$800mn, and Dubai-based tech invest-
ment group Vy Capital $700mmn.

‘Whirlwind
effort: Elon

Musk has
attracted
enthusiastic
backing,
including ‘blank
cheque’ support
from Binance

The QIA, Qatar’s sovereign wealth
fund, is contributing $375mn and marks
the first government-backed invest-
ment in Musk’s bid.

Zhao said Binance’s investment came
together in just over a week. “We, from
our friends, heard that [Musk] was
looking for third-party investors, and
are we interested? We immediately said
that we are,” he said. “He didn’t have a
plan for Twitter. There isn't, like, a busi-
ness plan. So it wasn’t that type of
discussion.”

Musk also revealed that he was worlc-
ing to bring in additional equity inves-
tors, including billionaire Twitter co-
founder Jack Dorsey, by giving existing
shareholders an option to contribute
their shares to the buyout.

Lex page18

» Japan PM links Ukraine to Taiwan safety
Aresolute international response to Russia’s
invasion of Ukraine is key in deterring any Chinese
aggression against Taiwan, Japan's prime minister
Fumio Kishida said ona visitto Londomn— pace 2

» Shell reports record profit for quarter
Shell, Europe’s largest energy company, has reported
anall-time record quarterly profit of $9.1bn because
of volatility in global energy markets following
Moscow’s attack on Ukraine.— PAGE &

» AC Milan talieover battle looms
Former Goldman Sachs
executive Gerry Cardinale’s
RedBird Capital Partners looks
to have ignited atakeover battle
by enteringtalks forItalian
football club AC Milan.— pace &

» Blow for German and French industry
Manufacturing orders in Germany and factory
output in France fell more than expected in March,
hit by the war in Ukraine, inflated commodity prices
and China’s Covid-19 lockdowns.— paGe 2

» War hit pushes Swiss Re to loss
Reinsurer Swiss Re hasreported a quarterly loss
afteraccounting for an estimated $283mn initial hit
from the war in Ukraine, including the confiscation
orstranding of hundreds of aircraft.— pace &

» Nordics nervous over Nato applications
Finland and Sweden are becoming increasingly
nervous about aggressive moves from Moscow in
the period between any application to join Nato and
their final acceptance into the alliance — pacE 2

» Shopify stalls in ecommerce slowdown
Canadian software maker Shopify has reported its
slowest ever growth rate as the slowdown in
ecommerce from the pandemic-inspired boom
ripples across the sector.— PAGE &

Datawatch

Collective bargaining More than a third
coverage of employees
% of employees, 2019* worldwide have
Italy their pay and
France condifions set by
Denmiaik collective deals. It
Brazil is above 75 per
Germany cent in much of
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Venezuela 25 per cent in
Us about half the
Mexlcno 20 40 40 80 100 countries for
* Or latest avallable data M“.d' data are
available.
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US business pressed to
take sides on abortion

US corporations have long tried to stay
out of the vehement debate over
abortion law that divides the country.
However, the leak of a draft Supreme
Court ruling suggesting that justices
will overturn the Roe vs Wade decision
that guarantees women’s reproductive
rights nationwide will force many to
take a position. Corporate America
may fear the economic consequences
of restrictions, but it is also wary of
getting caught in the crossfire.
Caught in debate » paGE @

FT REPORTERS

US marlkets yesterday reversed their
powerful rally of the previous day after
the Bank of England followed moves by
the Federal Reserve to raise interest
rates and warned of a British recession,
feeding fears of aglobal contraction.

The tech-heavy Nasdaq tumbled 5 per
cent by midday trading, marking its
steepest fall since the peak of the pan-
demic in 2020, while the S&P 500 slid
almost 4 per cent with every major sec-
torinthered.

The S&P has fallen 13 per cent this
year as prospects of higher borrowing
costs and hot inflation have threatened
corporate profits. The Nasdaq is down
more than 20 per cent.

US government bonds also faced
intense selling pressure, with the yield
on 10-year Treasuries upto 3.1 per cent.

The sharp reversal from the previous
session — when both US indices closed
3 per cent higher — comes as leading
central banks withdraw crisis-era stim-
ulus measures while concerns over glo-
bal economic growthare mounting.

The BoE raised its main interest rate a
quarter-point to 1 per cent yesterday;, its
highest since 2009. The increase came a
day after the US Federal Reserve raised
its rates by halfa point — the first time it
has done so in 22 years as the US also
wrestles with soaringinflation.

Unlike the Fed, the BoE was not confi-
dent it could engineer a soft landing for
the econony. Instead, gloomy BoE fore-
casts predicted the economy would con-
tract 1 per cent in the fourth quarter. It
warned that soaring energy bills were
likely to push inflation to 10.2 per cent in
the fourth quarter — the highest level in
40vears.

 BoE’s recession warning feeds market
jitters as S&P and Nasdaq reverse rally
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The bleak economic forecast took its
toll on sterling, which was down more
than 2 percent against the dollar.

Andrew Bailey, BoE governor, said
there would be a “very sharp slowdown”™
and he understood that higher energy
prices and borrowing costs would hurt.
“Irecognise the hardship that this will
cause,” he said, blaming most of the pain
on energy prices rather than higher bor-
rowing costs.

Roger Lee, head of UK equity strategy
at Investec, said the recession warning
was “really the sum of all our fears”
about the UK economy, adding: “Growth
forecasts have been downgraded, infla-
tion expectations have been upgraded
and interest rates are still goingup.”
Reporting by Chris Giles, Adam Samson,
Naomi Rovnick, George Steer and Ian John-
ston in London and Eric Flatt in New York
Fed aggression page 2
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UK visit

Japan PM calls for resolve to deter Beijing

Kishida says allied unity
on Ukraine needed to
rein in threat to Taiwan

ROBERT WRIGHT — LONDON
DEMETRI SEVASTOPULO — WASHINGTON

Japanese prime minister Fumio Kishida
has used a visit to London to stress the
importance of a resolute international
response to Russia’s invasion of Ukraine
in deterring potential future Chinese
action against Taiwan.

Kishida issued the warning following
a meeting with Boris Johnson, who yes-
terday also insisted there was a “direct
read across” from recent events in
Europe to East Asia.

The comments from the two prime

ministers highlight international con-
cerns about Chinese intentions towards
Taiwan and come after talks in early
March between UK and US officials over
how best to deter any use of force
against the island.

They will also fuel concerns in China
that the war in Ukraine is promoting a
more robust and united stance by US
allies towards Beijing.

“Ukraine might be East Asia tomor-
row,” Kishida told a press conference at
the end of his first trip to Europe since
he took over as head of Japan’s govern-
ment in September. “We must show
there are consequences to the attack, to
violence by Russia.”

A “resolute stance” on Ukraine would
help ensure peace and stability in the
Taiwan Strait, which was “fundamental

to the stability of international society™,
he said. “We must collaborate and never
tolerate any unilateral attempt to
change borders by force in East Asia.”
Analysts in the region say there is no
indication big Chinese military action is

“We must collaborate and
never tolerate any
unilateral attempt to
change borders by force’

imminent or planned in the near future
against Taiwan, which Beijing considers
part of its territory and has threatened
to recover by force if necessary.
However, the US is keen to boost co-
operation with allies to raise awareness

about what the administration regards
as Befjing’s increasingly assertive atti-
tude towards the democratically gov-
erned island.

Japanese officials have over the past
few years become more vocal in public
about such concerns. Some have pri-
vately worried that Chinese president
Xi Jinping may interpret US president
Joe Biden’s decision not to intervene
directly in Ukraine as a signal Washing-
tonwotld not defend Taiped.

Admiral John Aquiline, the head of US
Indo-Pacific Command, recently told
the Financial Times the conflict in
Ukraine should serve as a warning not to
be complacent about the possibility of a
Chinese attack on Taiwan.

Biden has been urging allies in Asia
and Europe to take a strong stance

against China over Taiwan. Last year, he
convinced then Japanese prime minis-
ter Yoshihide Suga to include language
about Taiwan in a joint statement — for
the first time in five decades.

In comments to reporters at the start
of his meeting with Kishida, Johnson
said security in Europe was “indtvisible”
from the security of Asia and the Pacific.

“There is direct read across from the
actions of autocratic, coercive powers in
Europe to what may happen in East
Asia,” he said. “That’s why we want to
worlcmore closely together.”

Kishida said he would be making his
points about the importance of a reso-
lute response on Ukraine to Biden when
the US president visits Tokyo as partofa
trip to South Korea and Japan later this
month.

Powell's comments after rate

rise calm traders’ fears over

strength of future moves

COLBY SMITH — WASHINGTON

As Jay Powell tries to reframe how the
Federal Reserve will tackle the highest
US inflation in about 40 years, one of his
most challenging tasks has been con-
vincing investors of the central bank’s
commitment to doingso.

Having jettisoned an initially
“patient” approach in favour of being
“humble and nimble” about moving
“steadily” towards tighter monetary
policy settings, the Fed chair has
embraced moving “expeditiously”
towards “neutral” rates that will neither
stoke demand nor constrain the
ECOnomy.

Powell repeatedly invoked that mes-
sage after Wednesday's rate-setting
meeting, as he explained the Federal
Open Market Committee’s rationale for
raising the federal funds rate by halfa
percentage point for the first time since
2000, to a new target range of 0.75 to
1percent.

But even as the Fed embraced a much
more aggressive approach to tackling
elevated inflation, investors detected
dovish signals that suggested a less
forceful central bank than financial
markets had expected.

Heading into the meeting, the odds of
the Fed delivering a 0.75 percentage
point rate increase at a forthcoming
meeting were creeping higher, as trad-
ers bet the Fed would keep all options on
thetable.

When asked about that possibility,
Powell in effect ruled out such a big
adjustment and instead signalled half-
point rate rises at the next two meetings.

That sent US stocks soaring, with the
$&P 500 and technology-heavy Nasdaq
Composite both closing about 3 per cent
higher. Government bonds also rallied,
with the yield on the two-year Treasury
note, which is particularly sensitive to
central bank policy, dropping 0.13 per-
centage pointsto2.64 per cent.

“Do I think that as Jay Powell entered
the press conference that on his list of
objectives was to ease financial condi-
tions?I don’t,” said Nathan Sheets, glo-
bal chief economist at Citigroup and a
former under-secretary at the US

US cenftral bank. Inflation

Fed aggression fails to mask dovish undertones

Federal Reserve:

chair Jay Powell
wavered little
from his earlier
optimism of
achieving a ‘soft
or softish
landing’

Win Mchamee/Getty Images

Treasury. “T don’t think if you were to
compareit to other Fed meetings, or Fed
rhetoric over time, that this was a
dovish Fed, but when you compare it to
some of the expectations of the market
and some of the worries that were in the
market, it was not as hawkish as some
had feared.”

The stock market rally ignited by
scrapping the prospect of a larger rate
rise undid some of the “good work” the
Fed had accomplished in recent
months, said Aneta Markowska, chief
financial economist at Jefferies, as it
guided financial markets to price ina
much more hawkish policy path.

“Everything’s rallying, but the more
the markets celebrate, the more the Fed
is actually going to have to lean against
it,” she warned.

Liz Ann Sonders, chief investment
strategist at Charles Schwab, added that
should it persist and “froth” return to
the market, the Fed would have to go “a
little bit harder” to tighten financial

conditions. Powell also stopped short of
acknowledging that interest rates would
need to rise to a level that actively con-
strains economic activity in order to
bring core inflation — running at an
annual pace of 5.2 per cent, according to
the central bank’s preferred metric —
back in line with its longstanding 2 per
centtarget.

Rather, he only admitted it was “cer-
tainly possible” rates would need to
move above neutral in order to tame
inflation but that the Fed “can’t know
that today”. He added, however, that if
warranted by the data, the Fed “will not
hesitate” todo so.

“The reality is that they will have to go
past neutral in order to slow the econ-
omy,” said Seth Carpenter, who spent
15 years at the central bank but is now
the global chief economist at Morgan
Stanley. “The tricky part is slowing it
that much, without slowing it so much
thatit tips over into a recession.”

Complicating matters is what exactly

‘The tricky
part is
slowing [the
cconomy]
that much,
without
slowing it
somuch
thatit tips
over into a
recession’

the neutral rate is today, a level Powell
admitted on Wednesday was “not
something we can identify with any
precision”.

Fed officials broadly view neutral to
be about 2 to 3 per cent, when inflation
is at 2 per cent, but some economists
argue it is much higher — potentially as
much as 5 per cent — given the magni-
tudeof price pressures.

Despite that challenge, Powell
wavered little from his earlier optimism
that the Fed can achieve a “soft or softish
landing”, not least because of the
strength of household and corporate
balance sheets as well as the historically
tight labour market.

“It just seems like he painted this sort
of fictional Goldilocks scenario that is
going to somehow fix inflation without
the Fed having to overshoot the neutral
rate significantly or maybe not at all,”
Markowska said. “It doesn't really add
up.”

Gillian Tett see Opinion

Eurozone

Ukraine war
and China
lockdowns hit
German and
French output

MARTIN ARNOLD — FRANKFURT

German manufacturing orders and
French factory output both fell more
than expected in March, underlining
how Russia’s invasion of Ukraine, soar-
ing commodity prices and Chinese
coronavirus lockdowns are affecting
the eurozone economy.

New orders for German industry fell 4.7
per cent in March, against the previous
month, according to state office Destatis
yesterday. The decline was bigger than
the 1.1 per cent expected by economists,
accordingtoa Reuters poll.

The main driver was a 6.7 per cent fall
in export orders for German manufac-
turers. Orders from outside the euro-
zone fell even more, dropping 13.7 per
cent. Separate data showed real turno-
ver in German manufacturing fell 5.9
percentin March.

Production at several of Germany’s
biggest carmalkers has been interrupted
by a shortage of semiconductors and
wiring harnesses made in Ukraine.
Volkswagen said this week it had sold
out of electric battery-powered cars in
Europe and the US.

The overall decline in German indus-
trial orders was modest compared with
the 28 per cent monthly drop after the
pandemic hit in April 2020, but fol-
lowed disappointing retail sales figures
published on Wednesday.

“These data aren't pretty,” said Claus
Vistesen at Pantheon Macroeconomics,
predicting “a big fall in output™ in the
second quarter and “a near-standstill of
economic activity in the second half of
the year, if not a technical recession”,
defined as two consecutive quarters of
negative growth.

Meanwhile, a 7.3 per cent fall in
French car production dragged its over-
all factory output down 0.5 per cent in
March. Expectations were for the figure
to remain steady. The fall followed a
downwardly revised 1.2 per cent drop in
Pebruary, which took France back
below pre-pandemic levels of industrial
output.

Economists said China’s lockdowns
would increase supply chain issues and
lead to lower export orders for Euro-
pean manufacturers in coming months.

“The restrictions in China [are] con-
tributing to a further wave of bottleneck
pressures in global supply chains and
limiting domestic demand in a major
region,” European Central Bank chief
economist Philip Lane said yesterday.

The latest &P Global and Markit sur-
vey of eurozone purchasing managers
on Wednesday found goods production
activity increased marginally in April,
the slowest rate for almost two years.

However, many manufacturers still
have full order books after struggling to
keep pace withdemand during the pan-
demic due to supply bottlenecks.

“Companies do not yet have to worry
about the recently weaker orders,” said
Marco Wagner at Commerzbanl.

“The order backlogis still good. In the
past one and-a-half years, companies
have produced significantly less than
would have been expected in view of the
incoming orders,” he added.

The latest EU business survey found
German industry’s order books had
reached the equivalent of 4.5 months of
production in the second quarter, the
highest level recorded since 1985.
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Western alliance

Finland and Sweden fear vulnerable phase if they join Nato

RICHARD MILNE — OSLO
HENRY FOY — BRUSSELS

The Russian military plane that
entered Sweden's airspace briefly last
Friday was interpreted as an unsubtle
warning as Swedes debated joining
Nato alongside its neighbour Finland.

Russia has repeatedly warned of “seri-
ous military and political consequences
that would require an adequate
response” should the two Nordic
nations apply for Nato membership, an
increasingly likely prospect.

Joining Nato would mean Sweden and
Finland were covered by the Article 5
collective defence commitment that
ensures an attack on one member gen-
erates a response from the entire alli-
ance. But what worries both countries is
the period before they became official
members, when no such guarantee
would apply.

Much attention in Finland, the more
advanced of the two Nordic countries in
terms of preparation, has focused on
how Nato and its 30 members could
help itthrough a vulnerable period last-
ing months or even a year or more.

“Joining Nato would be a huge provo-

cation,” said one European diplomat.

Finns and Swedes are braced for any
number of hybrid and cyber attacks
from Russia, although few think a mili-
tary confrontation is likely.

Their expectations of support from
allies have also shifted in the months
since Russia’s invasion of Ukraine shook
Europe’s security order and forced both
Nordic countries to rethink their non-
aligned status. Talk was no longer about
security guarantees but about assist-
ance and vocal declarations of support
once the applications were made from
thelikes of the US, UK and Natoitself.

“Everyone understands Article 5
guarantees are not on the table [but]
that doesn’t mean we can’t improve
regional security in other ways,” said
Henri Vanhanen, foreign policy adviser
to the National Coalition party, Fin-
land’s main opposition. “There can be
political declarations, information ex-
change, increased defence co-operation
such as exercises in the BalticSea.”

Finnish officials said they had been
surprised not to have experienced more
Russian mischief already, given Moscow
would have to act quickly to be able to
stop the Finns from applying to Nato.

Finland President Sauli Niinistd has
promised an announcement by May 12,
with expectations in Helsinki that an
application would follow quickly. Russia
has threatened to move muclear weap-
ons to its Baltic exclave of Kaliningrad,
but Lithuania said Moscow might have
done this already in 2018.

Allles: Swedish and
Finnish tanks Joln a
military exercise
also Involving
30,000 Nato
troops In March

Robert Nurick, non-resident senior
fellow at the Atlantic Council’s Scow-
croft Center for Strategy and Security,
said possible security help for Sweden
and Finland was a subject “very much
on the mind of US government officials
and the policy community”.

“One of the main things will be what
Sweden and Finland want, what they
think they need, what they think willbe
useful without complicating their own
internal debates,” he said, adding that it
would probably be a “balancing act”
given Russia’s warnings.

“One question will be: do we wantto
aggravatethis?” he added.

Finnish officials said they wanted to
avoid the impression they were sending
Russia a message or punishing it, insist-
ing their goal was to boost their own
security. So a mixture of measures are
likely, some to be announced, others
kept hidden. Political declarations from
the allies as well as Nato would be pub-
lic. But, a Nato official added, other def-
ence plans would remain secret.

Nato secretary-general Jens Stolten-
bergsaid last week he expected process-
ing the applications to “be quick” and
the two countries could be formal
invitees within two weeks, officials said.

But it would take far longer for all of
Nato to sign off on the two new mem-
bers. Ratifying North Macedonia, Nato’s
most recent addition, took nine months.

Anna Wieslander, the Atlantic Coun-
cil’s northern Europe director, said she
would expect Nato and allies to hold
exercises in the countries, while they
could join the alliance’s air-policing mis-
sion in the Baltics. She added the Joint
Expeditionary Force, a UK-led group of
10 countries including Sweden and Fin-
land, could provide reassurance.
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WAR IN UKRAINE

‘Anaemic’ Russian progress signals

descent into attritional conflict

Latest moves on battlefield suggest change in thinking from initial rapid advance strategy

SAM JONES — ZURICH

BEN HALL AND ROMAN OLEARCHYK
KYIV

FELICIA SCHWARTZ — NEW YORK

On April 19, after Russia announced it
would focus its military efforts on
south-eastern Ukraine, intensive air
strikes and artillery bombardment
rained down across the broad arc of the
contactline from Izyum to Mykolayiv.

But the sound and fury have proved a
passing spring storm: in the low-level
fighting that ensued, Russia has slowly
ground forward, despite expectations
that a more concentrated use of force
could tip the conflict in Moscow's favour
afterits failed assault on Kyiv.

Much about the war is still hard to
read: the combat status of the “Joint
Forces Operation” — the Ukrainian
army group that forms the bulk of the
battle-hardened force deployed in the
eastern region of Donbas since the Rus-
sian annexation of Crimea in 2014 —isa
critical unknown, forexample.

What seems clear is that even witha
vastly circumscribed set of military
objectives —wound back from a plan for
the lightning subjugation of the entire
country — Russia, a would-be military
equal ofthe US, is still faltering.

Russia is making “minimal at best
progress”, said one US defence official.
“In some cases, quite frankly, the best
word to describe it would be anaemic.”

According to Oleksiy Arestovych, an
adviser to Ukrainian president Volody-
myr Zelensky, Vladimir Putin’s revised
aim is the total capture of the eastern
provinces of Luhansk and Donetsk and
the southern province of Khersorn.

The Russian president had hoped to
do so by the May 9 parade in Moscow,
said Arestovych, a former military intel-
ligence official.

But that now looked impossible, he
said: “Russia [was] trying to advance
200km in 20 days, which is [in line
with] their normal military doctrine. In
28days they have moved only 25km.”

Kremlin spokesman Dmitry Peskov
dismissed claims that May 9, a com-
memoration of Russia’s victory in the
second world war, was a significant date
in Moscow’s military calculus.

But the shifting tone in Russian state
media — where what was once only
described as a limited, regional “special
operation” is now being more openly
discussed as a fight for national survival
against the west — suggests Moscow is
preparing for alonger campaign.

In such an endeavour, Russia still has
advantages. “It’s important to remem-
ber we have very little to judge
the tempo of this conflict against, where
you have two relative peers fightingover
huge territory,” said Sam Cranny-Evans
at the Royal United Services Institute.
“When you are talking about one very
well-motivated side, versus a less well-
motivated, but better-equipped side,
imperfectlyled, how do you assess what
kind of pace operations should be going
at tobe successful or not?”

Russia’s slow movement in the latest
phase could be down to Ukrainian
resistance but could also be deliberate,
Cranny-Evans added. As Russian com-
manders have reconstituted their forces
after April 19, they have sought to play

Head start:

a Ukrainian
serviceman
repairs a seized
Russian tank

near lzyum
STR/EPA-EFEfShutterstock

to military strengths, particularly supe-
rior artillery power, but this in turn has
dictated a changein pace and tactics.

“Artillery has become overwhelm-
ingly important for the Russians. It is
how they are delivering effects on the
battlefield, but it is by nature slow
because you are depending on artillery
logistics,” said Cranmny-Evans.

In traditional Russian military doc-
trine, heavy artillery bombardment
would be followed by rapid advances of
tanks and infantry, but the resources for

this are now in short supply, after the
failed military campaign to overrun
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its artillery strikes to exhaust Ukraine
supply. “They want to reach the position
where we have no ammunition at all so
they can start their land offensive with-
outfear of being destroyed,” hesaid.

At some point, Russia may aim to shift
the gear of such so-called “shaping oper-
ations”, not least because of the west’s
intensifying efforts to supply Ukrainian
forces with heavierweaponry.

Analysts and Ukrainian officials say
there could be three likely areas of Rus-
sian focus: down from Izyum in the
north; up towards Kryviy Rih; and
towards Zaporizhzhia from the south.

Russia is concentrating resources in
the north. According to a UK military
intelligence report this week, Russia
now has 22 battle groups in Izyum and
will probably push south as the main
thrust of its efforts to secure the Donbas.

Operations to take ground in Kherson
may be more challenging: Russia does
not appear to have sufficient forces
based there to take Kryviy Rih and
Zaporizhzhia, western officials said.

Meanwhile, the 50 Russian missile
strikes that hit targets across Ukraine on
Tuesday told their own story: targets
included power plants and railways.

The Russians are trying to degrade
Ukrainian frontline units’ ability to
“resupply and reinforce themselves”,
the US defence official said, adding that
no western-supplied military aid
appears to have been impeded. Either
way, the targets, far behind the front
lines, indicate that Moscow is no longer
anticipating lightning advances. Rus-
sia’s new “phase” in its invasion of
Ukraine may well lastinto the summer.
See Opinion/Markets/Lex

Donor conference

Kyiv ends rift
with Berlin as
promises of
$6bn extra
aid flood in

ROMAN OLEARCHYK — KYIV
GUY CHAZAN — BERLIN

Ukraine received more than $6.5bn in
pledges for humanitarian aid yester-
day at a donors’ conference in Warsaw
and resolved a diplomatic spat with
Berlin that scuppered a planned visit to
Kyiv by Germany’s president.

The conference, attended by EU offi-
cials and donors, governments and mul-
tinational companies, was co-hosted by
Poland and Sweden.

Ukraine president Volodymyr Zelen-
sky told the attendees by video: “Free-
dom must demonstrate that it protects
and provides for people better than tyr-
anny, which has enjoyed a massive flow
of money for oil, gas and other raw
materials for decades.”

Zelensky said a “Marshall Plan” was
needed to help Ukraine rebuild after the
war. Last month, the Kyiv School of Eco-
nomics estimated that economic losses
since the beginning of the war were at
least $564bn-$600bn.

At the conference, Ukraine prime
minister Denys Shmyhal said his coun-
try had received over $12bn in weap-
onry and financial assistance since Rus-
siainvaded on February24.

Ukraine finance minister Serhiy
Marchenko told the Financial Timesina
recent interview that Kyiv needed $5bn
permonthin assistance in the near term
from western partners to fill budget
£aps.

The diplomatic fallout with Berlin
blew up last month after Kyiv pulled a
planned trip to the Ukrainian capital by
German president Frank-Walter Stein-
meler, saying he would not be welcome.

Steinmeier’s spokesperson said yes-
terday that he had phoned Zelensky and
the “irritations of the past had been
cleared up”.

She said Steinmeier had “expressed
his solidarity, respect and support for
the courageous struggle of the Ukrain-
ian people against the Russian aggres-
sor”. Both presidents described the con-
versation as “veryimportant” and “very
good”,

Steinmeier had planned to visit Kyiv
last month, together with the presidents
of Poland and the Baltic states. Ukrain-
ian politicians accuse Steinmeier, a
former German foreign minister, of
cosying up to Russia and pursuing a
policy of appeasement towards the
Kremlin,

He was also criticised for his support
for the Nord Stream 2 pipeline that
would have increased the volume of
Russian gas pumped directly to Ger-
many, bypassing Ukraine. The project
hasbeensuspended.

Andrij Melnyk, Ukraine ambassador
to Germany, accused Steinmeier of
“spinning a web of contacts” with Mos-
cow and of sharing Russian president
Vladimir Putin’s dismissive view of
Ukrainian nationhood.

Steinmeier’s spokeswoman said he
and Zelensky had “agreed to remain in
close contact”. She said Zelensky had
personally invited Steinmeier and the
German government to visit Kyiv.

A spokesman for Zelensky told Ger-
many’s Bild Zeitung he and Steinmeier
had agreed “toleave the past behind”,

Economic impact

Moscow projected to withstand Brussels’ proposed oil embargo

MASTASSIA ASTRASHEUSKAYA — RIGA
POLINA IVANOVA — WARSAW
MICK PETERSON — LONDON

EU leaders’ plans to impose a bloc-wide
embargo on Russian oil carry political
heft but some analysts believe it will
not deliver the intended blow to Rus-
sia’s economy.

Brussels proposed a measure on
Wednesday to ban all imports of Rus-
sian oil by the end of the year. The plan,
which needs the backing of all 27 mem-
bers, is part of the sixth package of EU
sanctions to undermine the Kremlin
waging war on Ukraine by hitting the
Russian economy.

But Sergey Aleksashenko, the former
deputy governor of Russia’s central
bank, believes the ban is “not very pow-
erful” as a measure, as prices for crude
have risen substantially, counteracting
the costs of losing the European marlet.

The Russian budget depends heavily
on revenues from oil exports, which
accounted for 45 per cent of total
income in 2021. But the government
will break even if Russian producers can
sell their oil for $44 perbarrel or more.

Sanctions have, at least on the face of
it, made that more likely. Russia’s key
crude blend, Urals, is trading at $70 a
barrel, and though that constitutes a

hefty discount compared with Brent, it
isfarabove Russia’s budgetary needs.

The price of Brent, the oil industry
benchmark, rose 5 per cent to $110.39 a
barrel over the course of Wednesday
afterthe EU had proposed the ban.

1f an embargo is agreed, oil prices are
likely to head even higher, allowing Rus-
siato absorb the blow comfortably while
placing a strain on Europe, which relies
on it for 30 per cent of its oil.

Asian buyers are the most likely
recipient of any surplus Russian crude.
China's independent refiners are
already buying more from producersin
the country, but big state-owned com-
modity traders are shying away from
purchases because of western sanctions.

Even so, analysts questioned whether
a pivot to Asia was so easy to achieve.
Sixty per cent of Russia’s oil exports go
to Europe, three times the quantity that
goes to China, and pipeline infrastruc-
ture is geared mainly to piping oil west.

Craig Kennedy, an associate at Har-
wvard University’s Davis Center, said it
remains unclear just “how much appe-
tite” countries such as China have for
importing Russian oil at a scale that
would absorb current EUexports fully.

Capacity to carry oil to Asia by rail is
even more highly constrained than
usual, after an EU coal import ban

already sent exporters scrambling to
secure rail capacity to send additional
coal volumes east.

“Russia will face infrastructure bot-
tlenecks, uncertain demand and logisti-
cal challenges [to export oil to Asia],”
said Maria Shagina, visiting senior fel-
low at the Finnish Institute of Interna-
tional Affairs. “Russia will continue sell-
ing oil to China and India but they will

Shd $110.3
Minimum price Price of Brent
per barrel that crude after
Russla needs Brussels
to break even proposed the ban

not be able to fully compensate the loss
of the European market.”

shagina added that while oil revenue
would continue to flow to the Russian
government, the sector “will no longer
be the cash cow it historically was”.

sofya Donets, Russia and CIS econo-
mist at Renaissance Capital, said that
while the immediate impact of the
embargo was bearable for the Russian
economy, the difficulties involved in
pivoting sales to Asia meant the long-
term impact could be more severe.

“In the short term this hit is largely an
expected one, and compensated for by

the spike in oil prices,” said Donets. “In
the long term, it will hit economic activ-
ity and the value of the rouble. But most
of these impacts will become a reality
with some delayin 2023.”

Another part of the EU sanctions
package, a limit on shipping insurance
on vessels carrying Russian crude, is
also significant. Robin Brooks, chief
economist at the Institute of Interna-
tional Finance, said: “Sanctions on mar-
itime insurance will cut tanker traffic
lots, as fewwill ship without.”

Kennedy agreed, pointing out that
Russia was “unlikely to secure nearly
enough tankers” to move all its EU oil
exports to Asia, especially if “marine
insurers, banks and vessel owners”
refused to do business because of the
sanctionsrisk.

Europe, meanwhile, is expected to
increase its consumption of Middle East
oil, but that could prove challenging.
Most European refiners are set up to
process the heavier Russian Urals crude
blend rather than the lighter Middle
Easternkind.

Processing a different grade of crude
oil may require adjustments at refiner-
ies, but the sort of investment needed
forthat to happen would run counter to
environmental goals, a senior oil execu-
tive said.

Energy security

Hungary says plan to ban fuel
imports threatens EU unity

MARTON DUNAI — BUDAPEST

Hungary has accused Brussels of
threatening EU unity with its plans to
impose an embargo on Russian oil
imports, saying Budapest would not
support proposals that would under-
mine its energy security.

Prime minister Viktor Orbén told Furo-
pean Commission president Ursula von
der Leyen that Hungary was unable to
support the plan “in its current form™

“If the commission insists on the
adoption of its proposal, it will have to
bear full responsibility for a historical
failure in the course of European inte-
gration,” Orbdn said in aletter.

EU diplomats are wrangling over
plans announced by Von der Leyen this
week to phase out imports of Russian
crude or refined oil, as part of a sixth
package of sanctions against Moscow.

Landlocked Hungary, which relies
heavily on Russian oil, and Slovakia
would benefit from a longer phaseout
period under the EU proposals.

But the package still went far beyond
the EU consensus, Orban wrote to von
der Leyen. “[For] Hungary, the pro-
posed sanctions require a serious

upgrade in alternative supply infra-
structure and a complete rearrange-
ment of our refinery capacities,” Orbin
wrote. “These efforts take time and
necessitate investment that is redun-
dant and therefore cannot be financed
onamarket basis.

“Neither Hungary nor the EU as a
whole is ready to adopt and implement
the measures as proposed . . . Sanctions
should be adopted at a time when all
necessary preconditions are met in all
member states,” the letteradded.

The sanctions were “diverting neces-
sary national resources to redundant
fossil fuel investments while relevant
funding from the EUis only available to
us on paper”, Orbin added, alluding to
disputes between Budapest and Brus-
sels over the distribution of EU funds
and the rule of law, which have delayed
post-pandemic recovery cash.

The commission held talks with Hun-
gary yesterday and EU diplomats
remain hopeful that a deal can be
reached within days, with possible con-
cessions including EU money to build
new infrastructure,

Additional reporting by Andy Bounds in
Brussels
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Coronavirus

WHO estimates pandemic deaths at 15mn

Health body says fatalities
by end of 2021 were nearly
three times the official toll

OLIVER BARNES — LONDON

The number of people who died as a
result of the coronavirus pandemic by
the end of last year may be nearly three
times higher than previously thought,
according to estimates by the World
HealthOrganization.

The WHO calculation is based on an
analysis of excess mortality, an
approach used by demographers to
measure the real impact of the health
crisis that compares average death rates

with those that were recorded during
the pandemic.

By the close of 2021, there were
14.9mn excess deaths “associated
directly or indirectly” with the pan-
demic recorded globally, according to
the health body. That compares with the
5.4mn officially confirmed Covid-19
deaths in 2020 and 2021, according to
research project Our World in Data.

“These sobering data notonly pointto
the impact of the pandemic but also to
the need for all countries to invest in
more resilient health systems that can
sustain essential health services during
crises, including stronger health infor-
mation systems,” said Tedros Adhanom
Ghebreyesus, WHO director-general.

Tedros said the WHO was working
with “all countries to strengthen their
health information systems to generate
better data for better decisions and bet-
teroutcomes”,

Just 10 countries, including India, the
Us and Russia, account for 68 per centof
the total excess deaths across the two-
year period.

The excess mortality calculations
capture deaths “due to the disease” and
those “due to the pandemic’s impact on
health systems and society”, the WHO
added.

A similar estimate from researchers
at the University of Washington's Insti-
tute for Health Metrics and Evaluation,
published in the Lancet in March, put

the number of excess deaths at 18mn by
the end of 2021. An analysis by The
Economist estimates there have been
21.5mn excess deathsto date.

The range of the WHO estimate is
from 13.3mn excess deaths in 2020 and
2021 to 16.6mn. The global health body
used a combination of national death
records and statistical modelling to pro-
duce the estimate,

Samira Asma, the WHO’s assistant
director-general for data, analytics and
delivery for impact, said excess mortal-
ity was “an essential component to
understand the impact of the pan-
demic”,

“Because of limited investments in
data systems in many countries, the

true extent of excess mortality often
remains hidden,” said Asma, stressing
that the WHO used “a robust methodol-
ogy and a completely transparent
approach”.

Ibrahima Socé Fall, assistant direc-
tor-general of emergency response at
the WHO, said: “Data is the foundation
of our work every day to promote
health, keep the world safe and serve
thevulnerable.

“We know where the data gaps are,
and we must collectively intensify our
support to countries, so that every coun-
try has the capability to track outbreaks
in real time, ensure delivery of essential
health services, and safeguard popula-
tion health,” he added.

Health checlc
testing under
way in Shanghai,
where a strict
lockdown was
ordered as part
of Beijing’s
zero-Covid
policy

Bloomberg

Supreme Court. Roe vs Wade

Abortion draft puts low-profile judge in spotlight

Champion of conservative

causes thrust into centre of

divisive and historic debate

STEFANIA PALMA — WASHINGTOMN

For years, Samuel Alito has been over-
shadowed in the public eye by Supreme
Court conservative stalwarts such as
Clarence Thomas and the late Antonin
Scalia, a fellow Italian-American with a
similarjudicial philosophy.

But this week, Alito, 72, was propelled
to the forefront of the court’s six-mem-
ber conservative wing after a bombshell
draft opinion he wrote — revealing his
intent to overturn the landmark Roe vs
Wade abortion ruling — was obtained
and published by Politico.

Even if it is not the court’s final say on
the matter, the draft has put the New
Jersey native at the centre of one of the
Supreme Court’s most high-profile cases
in recent history, as divisive as it is con-
sequential.

“[Alito] has flown under the
radar . .. he’s [not] a household name
among Americans,” said Barbara Perry,
Supreme Court and presidency scholar
at the University of Virginia. “But he’s

now an important and key voice inthis
conservative supermajority on the
court.”

While the frenzy surrounding the
unusual leak thrust Alito into the spot-
light, court watchers say he has long
been a forceful conservative voice,
amplified after former president Don-
ald Trump’s appointment of three right-
leaning justices shifted the bench’s ideo-
logical balance from liberal to conserva-
tive.

‘While working for the Department of
Justice during the Reagan administra-
tion, Alito expressed his disagreement
with Roe in a 1985 memo. He was later
part of a three-judge panelin the Third
Circuit Court of Appeals that decided
Planned Parenthood vs Casey, which
invalidated a measure forcing women
who sought abortions to alert their
spouses. Alito dissented from that deci-
sion, later upheld by the Supreme Court
inanimportantaffirmation of Roe.

In 2010, four years after he was con-
firmed to the Supreme Court, Alito
caused a stir by appearing to mouth the
words “not true” as then president
Barack Obama criticised a Supreme
Court ruling on a campaign finance case
during his State of the Union speech—a
significant if brief breach of etiquette.

A decade later, Alito made more
overtly political commentary ina 2020
speech before the Federalist Society, the
influential conservative legal group.
Covid-19 had “resulted in previously
unimaginable restrictions on individual
liberty”, he argued, and served as a
“constitutional stress test” that high-
lighted “disturbing trends that were
already present before the virus struck”.

Samuel Allto had
expressed hls
disagreement with
Roe In 1985 while
working at the
Justice department

He warned religious liberty was “in
danger of becoming a second-class
right”, citing cases such as the state of
Washington notifying Ralphs — a phar-
macy chain owned by an anti-abortion
Christian family that refused to carry
morning-after pills — to supply all con-
traceptives approved by US regulators
or leave the state.

“Iview [Alito] as the court’s most con-
sistent conservative culture warrior,”
said Duke Law School professor Neil
Siegel. “He’s also the most voluble and
emphatic. Other justices may share his

views, but they won't express them as
predictably or as assertively.”

Among the justices, Alito “most relia-
bly gives voice to the anger of tradition-
alist Americans about . . . the increas-
ingly secular nature of American soci-
ety”, Siegel said.

Alito’s supporters have praised his
intellect and distinguished legal career
that led him to the Supreme Court
appointment. “I was incredibly
hucky . .. to watch someone with his
intellectual calibre and writing abilities
tackle some of the toughest legal ques-
tions that the country faces,” said Bar-
bara Smith, co-chair of the appellate
and Supreme Court group at Bryan Cave
Leighton Paisner, who clerked for Alito
inthe2015-16 term.

Maryanne Trump Barry — Trump’s
sister, who served with Alito on the
Third Circuit and has since retired from
thejudiciary — described him during his
confirmation hearings as “a fair-minded
man” who “reveres the rule of law”,

After attending Princeton University
and Yale Law School, Alito rose through
the ranks of the justice department and
was appointed US attorney for the dis-
trict of New Jersey in 1987, where he was
known for tackling organised crime.
Three years later, George HW Bush,

then president, nominated Alito to the
Third Circuit appeals court, based in
Philadelphia, where he served for 15
years.

Philadelphia was also home to
another passion of Alito’s that often fea-
tures in his speeches and interviews:
baseball. “He loves talking to his clerks
about his hometown Philadelphia Phil-
lies,” Smith said. “He is quite funny. He’s
also incredibly warm and supportive of
his law clerks.”

Now, Alito has the power to shape one
of the most polarising issuesin the US. If
Roe is overturned, about half of US
states would be poised to outlaw abor-
tion thanks to statutes that automati-
cally come into force, according to the
Center for Reproductive Rights.

Anti-abortion activists have fought to
undo Roe for years, and a ruling such as
the one Alito drafted would make him a
herototheircause.

Among those who are pro-abortion,
heis being vilified — earlier this week, a
flyer pinned to a lamp post by the
Supreme Court in Washington read:
“Sam Alito wants to kill pregnant
women.”

Additional reporting by Kiran Stacey in
Washington
See FT View/Opinion/Companies

Foreign investment

European
businesses
warn of China
exit over
lockdown

ELEANOR OLCOTT — TAIPE|
ANDY LIN — HONG KONG
PEGGY HOLLINGER — FLORENCE

European business leaders in China
have warned that Beijing’s zero-Covid
policy is threatening foreign invest-
ment, as the Chinese services sector
plunged to its weakest level of activity
in more than two years because of strict
lockdown measures.

Twice as many European businesses are
weighing a shift of investment out of
China than were doing so at the start of
the year, according to a late-April flash
survey published yesterday by the EU
Chamber of Commercein China.

Around 23 per cent of the 372 Euro-
pean companies that responded to the
survey said they were considering a
move out of China, the highest level in a
decade, said the chamber’s president,
Jorg Wuttke. Around 78 per cent said
China was now less attractive for invest-
ment because of its Covid-19 policies.

“Zero tolerance doesn't work because
the world has learned to live with Covid
and China has to change strategy,” said
Wuttke. “We are trying to tell the Chi-
nese government that if you don’t
change, we will vote with our feet.”

The survey comes after dozens of
companies, from Apple to Volkswagen,
warned in recent days that lockdowns in
China could disrupt supplies.

Businesses needed aroad map for an
exit from the zero-Covid policy, said
‘Wauttle. “The predictability of the Chi-
nese market is gone,” he said. “That was
the strength of China. The policy was
always rational. This new dimension is
like whack-a-mole.”

China’s “fence-sitting” on Russia’s
invasion of Ukraine was also affecting
sentiment, he said. The survey found
that 7 per cent of companies were con-
sidering shifting investment from China
because of the war.

The impact of lockdowns on business
was underlined yesterday by publica-
tion of the Caixin China services pur-
chasing managers’ index, which asks
companies whether they experienced
an increase or decrease in business
activity compared with the previous
month.

The index fell to 36.2 in April from 42
in March, its wealest level in more than
two years and its second-sharpest fall
since the surveywas launched in 2005.

“The new round of Covid-19 out-
breaks hit the service sector hard,” said
Wang Zhe, senior economist at the
Caixin Insight Group, adding that sup-
plyand demand “contracted severely”.

President Xi Jinping’s zero-Covid pol-
icy has confined hundreds of millions of
people to their homes for weeks and
limited travel.

Several multinationals including
starbucks, Estée Lauder, Apple and
Coca-Cola, have raised the alarm about
the effect of the lockdowns, saying it
would eat into their revenues in the
worlds largest consumer market.

The Caixin survey of 400 companies
reported that they had been forced to
lower prices because of sluggish con-
sumer demand, while transportation
and raw material costs had increased
owing to intercity travel restrictions.

Local officials, who are fearful of
importing coronavirus cases, have
placed strict limits on intercity routes
that enable the free flow of goods.

Some companies surveyed said they
hadlaid off workers because of the col-
lapse in demand and rising costs.

Public health

No let-up for North Koreans as Pyongyang maintains two-year Covid isolation

CHRISTIAN DAVIES — SEOUL

North Koreans have been warned that
“not even a tiny crack or mistake is
allowed when it comes to emergency
quarantining”, as the country persists
with the extreme isolation policy it
imposed early in the pandemic.

“stay vigilant and strictly abide by quar-
antine regulations,” said a report this
week in state newspaper Rodong Sin-
mun, reminding citizens to wear face
masks and to ventilate indoor areas.

“Even if the mistake was as negligible
as thetip of a needle, it could deal acriti-
cal blow to the country’s quarantine
bases. Emergency quarantining is cur-
rently the foremost priority in our coun-
try;” itadded.

While in China, panicked local
authorities have imposed lockdowns in
response to outbreaks of the Omicron
variant in several cities, Pyongyang
maintains it has kept its population
free from Covid-19 by sealing its bor-
ders. Information from inside North

Korea is scarce, but the government is
not believed to have confined citizens
across the country to their homes.
North Korea and Eritrea are the only
two countries that have not initiated a
Covid-19 vaccination programme.

Pyongyang’s claims it has net
recorded a single case have been widely
ridiculed. But experts have argued that
while it was highly unlikely the country
had no infections at all, no evidence had
emerged of any large-scale outbreaks.

Kee Park, a lecturer at Harvard Medi-
cal School who has worked inside North
Korea, said the country had proved suc-
cessful in keeping the virus out but that
its approach would ultimately prove
unsustainable. “A prolonged lockdown
will lead to increased excess deaths
caused by poor nutrition, food short-
ages, increasing poverty, degradation of
health systems and the loss of humani-
tarian aid that will eventually exceed
the number of deaths caused by the
virus itself,” said Park.

“China shows you can’t have even a

limited opening without the virus
spreading,” he added. “North Korea is
going to have to open and I think they're
going to be able to manage it, but they
will need an aggressive vaccination
programme.”

North Korea’s leader Kim Jong Un
reacted to the emergence of coronavirus
in early 2020 by sealing borders with
China and Russia, tightening restric-
tions on internal movement and eject-
ing foreign diplomats and aid workers.
Since then, the country has allowed only
limited transport of freight from China,
which must pass through specially con-
structed disinfection centres.

Kim’s measures intensified the fallout
from international sanctions imposed
on North Korea in response to illicit
nuclear and ballistic missile tests in
2017, as well as the effects of a series of
droughts and floods.

Pyongyang has acknowledged it hasa
“food crisis”, even last year extolling the
virtues of the meat of black swans
reared in state-run duck farms. The

economy contracted 4.5 per cent in
2020, according to the Bank of Korea in
Seol, its sharpest decline since a fam-
ine killed millions in the 1990s.

Andrei Lankov, a North Korea expert
and professor of history at Keokmin
University in Seoul, said the regime’s
approach to the pandemic reflected a
rational appraisal of the limitations of

Safety first: a worker sprays
disinfectant in a Pyongyang store

its health system. “North Korea is per-
haps the best-placed country worldwide
to do a quarantine-based policy as they
have controlled the domestic move-
ment of the population for decades.”

He added: “They can close their bor-
ders without the need to worry about
domestic political discontent and they
are doing it as they assume that if there
is an outbreak, many [will] die as the
health system will be unable to cope.”

Park said North Korea’s rejection of
Russian and Chinese vaccines did not
reflect hostility to inoculations but
rather its scepticism over the efficacy
and safety of the jabs offered through
the Covax facility. “They’re not turning
down all vaccines, they're turning down
the vaccines they feel are inferior,” said
Park, noting North Korea also doubted
the safety of AstraZenecajabs.

Before the pandemic struck, between
95 and 97 per cent of North Korea’s
25mn were immunised against diseases,
including measles and polio, he added.

“They do want vaccines,” he said. “If

they’re provided with mRNA vaccines
like Pfizer or Moderna and in a suffi-
cient amount tovaccinate their popula-
tion, including the booster dose, 1think
thereplywill be different.”

South Korean intelligence officials
have accused North Korean hackers of
trying to steal information on vaccines
and treatments from companies such as
Pfizer, Johnson & Johnson and Novavax.

Even if it acquired tens of millions of
mRNA vaccines, North Korea probably
did not have the “cold-chain” infra-
structure for them to be stored or dis-
tributed, said a western diplomat.

The Center for Strategic and Interna-
tional Studies think-tank in Washington
has outlined several factors that could
encourage Pyongyang to change course,
such as the easing of curbs in China and
South Korea, aworsening food crisisand
the emergence of anew variant.

Eric Feigl-Ding, an epidemiologist at
the New England Complex Systems
Institute, warned Pyongyang could not
keepthe virus out for ever.
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Silent treatment Samsung accused of failing to communicate a clean energy plan, to the detriment of its prospects ® companies

Companies& Markets

Shell follows
sector rivals

with bumper
$9.1bn profit

& Soaring prices drive record quarter
e Oil and LNG activity powers gains

TOM WILSON — LONDON

Shell reported its highest ever quarterly
profits as it capitalised on the volatility
in global energy markets following Rus-
sia’s invasion of Ukraine.

Adjusted earnings at Europe’s largest
oil company rose to $9.1bn in the first
three months of the year, almost three
times the $3.2bn it recorded a year ear-
lier. That beat average analyst estimates
of $8.7bn and was up from $6.4bn inthe
final three months of 2021.

The results complete a set of bumper
earnings for the biggest energy compa-
nies, which have provoked renewed
calls from UK politicians for a windfall
tax on oil and gas profits. BP reported

‘It’s not just [Ukraine] war
profit . . . the performance
ofthe company has
significantly strengthened’

underlying profits of $6.2bn, its highest
since 2008, while Norway’s state-con-
trolled Equinor saw its highest ever
quarterly pre-tax earnings of $18bn.

Shell chiefexecutive Ben van Beurden
pushed back on the suggestion the oil
and industry was just profiting from the
conflict. “It’s not just a war profit as
some people would like to point out,”
van Beurden said. “It is very much also
the performance of the company, which
has significantly strengthened in the
run-up and also during the pandemic.”

Profits were driven by its oil produc-
tion and integrated gas divisions, which
generated $4.1bn and $3.5bn in adjusted
earnings respectively, and by a strong
performance from itstraders.

Shell is the world’s largest trader of
liquefied natural gas and a big trader of
oil. Prices for LNG, in particular, have
soared as European efforts to reduce
dependence on piped gas from Russia

have increased competition for cargoes
of the fuel. Shell produced 8mn tonnes
of LNG in the first quarter and sold
18.3mn tonnes, it said.

Shell had been able to redirect some
of its LNG to Europe to meet surging
demand, chief financial officer Sinead
Gorman said, resulting in trading and
optimisation earnings that were similar
to the previous quarter for gas and “sig-
nificantly higher” for oil products.

surging profits helped Shell reduce
net debt to $48.5bn from $52.6bn at the
end of last year but its spending plans
are unchanged at $23bn-$27bn for 2022.

The UK-headquartered supermajor
saidithad completed $4bn of the $8.5bn
in share buybacks announced for the
first half of the year and expected share-
holder distributions for the second half
to be in excess of 30 per cent of cash flow
from operations. Cash flow from opera-
tions for the first quarter was $14.8bn.

Shell had less exposure to Russia than
Europeanrivals BP and Total. Before the
war, Russia was expected to contribute 5
per cent of Shell’s total oil and gas pro-
duction in 2022, compared with 16 per
cent for Total and 28 per cent for BF,
according to investment bank Jefferies.

Nevertheless, it has a complicated set
of business positions to unwind as it
exits the country, including a 27.5 per
cent stake in the Sakhalin-2 liquefied
natural gas project with Gazprom, two
other joint ventures with the state-
owned company, a retail network, a
lubricants business and a stake in the
now shelved Nordstream 2 project.

Despite the lack of potential buyers,
van Beurden insisted Shell was making
“good progress” in its efforts to sell its
Russian assets. “It is a commercial proc-
ess, itisnotabandonment,” he said.

The planned exits resulted in post-tax
charges of $3.9bn in the first quarter, the
company said.
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Pitched battle RedBird takes on Investcorp
with talks to buy Elliott-owned AC Milan

. sl e

JAMES FONTANELLA-KHAN
NEW YORK
SAMUEL AGINI — LONDON

Former Goldman Sachs executive
Gerry Cardinale is in talks to acquire
AC Milan, challenging asset manager
Investcorp in a more than €1bn tale-
over battle for the Italian Serie A
football club.

Cardinale’s RedBird Capital Partners,
which owns a minority stake in the
parent company of English Premier
League side Liverpool FC, is looking to
buy Ac Milan from US hedge fund
Elliott Management, according to two
people with knowledge of the matter.

Investcorp had been in exclusive
talks to acquire theItalian club or take
a minority stake. That period of
exclustvity has lapsed, allowing Elliott
to engage other buyers.

A person close to Elliott said that
after rejecting multiple approaches in
recent years, the US hedge fund was

In play: Genoa’s Pablo Galdames, left, and Matteo Gabbia of takeover target AC Milan — wiguel Medina/aF? via Getry Images

keento sell the club and a deal could
be reached within weeks.

Investor interest in AC Milan shows
the enduring appeal of one of the most
illustrious teams in world football.
The Rossoneri, nicknamed after AC
Milan’s red and black striped shirts,
have won Europe’s top club competi-
tion seven times and are the best per-
formers after Real Madrid, although
the club’s last victory wasin 2007,

AC Milan have not won the Ttalian
league title since 2011, having fallen
behind rivals including the Agnelli
family’s Juventus and city rivals Inter
Milan. However, the team are top of
the league, two points ahead of Inter
with three games to play.

Elliott has overseen a turnround at
AC Milan, which this year returned to
the Deloitte Football Money League
ranking of European clubs by revenue
for the first time since 2017-18. The
club was 19th with €216mn of reve-
nue in the 2020-21 season.

Former Italian prime minister Sil-
vio Berlusconi had owned the club for
two decades until he sold itto Chinese
businessman Li Yonghong in 2017.

That takeover was funded with
more than €300mn of high-interest
loans from Elliott, which seized con-
trol in 2018 after Li defaulted.

RedBird’s interest in AC Milan was
first reported by Sky News.

RedBird took a minority stake in
Fenway Sports Group, which owns
Liverpool FC and the Boston Red Sox
baseball team, in March last year.

The investment business, founded
by Cardinale in 2014, also owns 15 per
cent of the Rajasthan Royals cricket
team, which plays in the Indian Pre-
mier League.

Toulouse FC, the French football
team owned outright by RedBird, won
promotion to the country’s top divi-
sion last month.

RedBird and Elliott declined to
comment.

Ecommerce
slowdown

weighs on
Shopify shares

SHOTARO TANI — LONDON

Shopify became the latest ecommerce
company to suffer from the slowdown
after the pandemic-fuelled boom yes-
terday when it reported first-quarter
earnings below expectations and saw
its shares drop by almost afifth.

The Canadian company, whose software
helps merchants and brands create an
online storefront, yesterday reported
sales for the three months to March up
22 per cent year on year to $1.2bn — its
slowest growthrate yet.

The figures were marginally below
consensus expectations of $1.25bn. The
Ottawa-based company posted a net
loss of $1.4bn, its second consecutive
quarterinthered.

Shopify shares, which have lost more
than 70 per cent of their valueso far this
year, dropped nearly 20 per cent in early
trading yesterday, momentarily falling
below $400 a share.

Shopify was one of the biggest win-
ners from the pandemic as lockdowns
pushed millions of small businesses to
open online stores. However, the return
of shoppers to bricks-and-mortar out-
lets has weighed on Shopify’s outlook.

The group yesterday reiterated its
confidence in the growth of ecommerce
by agreeing to pay $2.1bn to acquire
Deliverr, a San Francisco-based fulfil-
ment start-up. The deal will be 80 per
cent funded by cash, with the rest in
shopify shares. The acquisition is part of
Shopify’s effort to expand its logistics
network in its battle against Amazon.

“I do not think people are moving
away from online shopping,” said
shopify president Harley Finkelstein.
“Some of it was pulled forward over the
pasttwo years but online is still a very
small percentage” of retail, he said.

For the first three months of 2022,
Shopify reported gross merchandise
volume — a measure of consumers’ total
spending through the group’s network
of stores — of $43.2bn, up 16 per cent
year on year but about half the growth
rateregistered in the previous quarter.

The company said revenue growth
this year would be “lower in the first half
and highest in the fourth quarter”.

Shopify in April proposed a 10-for-1
share split and put forward a plan to
protect founder and chief executive
Tobi Liitke’s voting power.

The changes propose setting and pre-
serving his voting power at 40 per cent
of the total for the group’s outstanding
shares.

End of the long bull market tarnishes the stock-based pay lottery

Alphabet handed its workers

INSIDE BUSINESS

t takes a while for expectations that

build up during a long bull market

to unwind. Things develop an air of

inevitability, like a law of financial

nature, and it becomes hard to
remember that conditions were ever
different.

In the tech world, stock-based pay has
come to play that role. It is a little dis-
cussed but important part of the finan-
cial background with mutual benefits
for companies, workers and investors.
That has made it easy for the stock mar-
ket to turn a blind eye to the effects of
issuing so much stock. Until, that is, the
music stops and things gointo reverse.

Stocl-based pay haslong played akey
role in the collective self-mythologising
of an industry that reveres its own seat-
of-the-pants risk-taking. Stock options
were seen as a lottery ticket, the chance
to strike it rich if you were lucky enough
tojoin the nexthotstart-up.

Yetover the past decade, as theindus-
try has matured, stock compensation
has become more like a gravy train.
companies these days mostly give out
restricted stock rather than options,
meaning that workers only need to
serve out their time — typically four
years — to cash in the shares. The strong
secular growth seen by many tech com-
Ppanies, along with the long bull market,
has come to make stock pay as reliable
as cash, and the numbers have soared.

restricted stock worth $20.6bn last year,
more than twice as much as five years
before. At Meta, the awards soared from
$3.4bn to $18.1bn in the same period.
Much of the increase was down to rising
headcount but there has alsobeen some
pay inflation: the average stock award at
Metarose by afifth to $277,000.

The long bull market made it easy for
tech investors to ignore the impact of
stock-based pay. Their attention was
fixed on revenue growth rather than
earnings per share.

For many companies, meanwhile, it
became a way to conserve cash, particu-
larly in the early years, while workers
have enjoyed big gains while waiting for
their stock benefits to vest. The Face-
book awards from five years ago more
than doubled in value — that is, until the
company’s shares

fell hard after last - Srock options were seen

summer.

similar hits to as a lottery ticket, the
other tech stocks, chance to strike it rich if

particularly those

of high-growth You were lucky enough to
companies, have join the next hot start-up

jeopardised the

previous comfortable status quo. With
competition for tech talent fiercer than
ever, companies will need to offer much
larger amounts of restricted stock, or
make cash a larger part of their pay.
And, as investors turn their attention
from growth to earnings, the impact will
be harder to ignore.

There is at least one piece of good
news: turning away from options has
made it easier to manage a high-growth
tech company in a stock market down-
turn. When lower share prices leave
options underwater they lose their
value as retention tools, leaving compa-
nies with a difficult decision to make,

Google was one of the companies in

this position after the 2008 financial cri-
sis. Its answer: replace workers’ old
options with new ones atthe lower share
price. It was not welcome news to other
shareholders — and it left workers with
a big windfall when the stock price
rebounded.

Not everyone has escaped this predic-
ament. Peloton handed its workers
options over stock with an aggregate
value of nearly $500mn last year, as its
share price was already heading south.
The stock covered by those options is
nowworth only $91mn.

Owning restricted stock lessens the
pain for workers, although it doesn’t
remove it entirely. Video conferencing
app Zoom stopped issuing options in
2020 in favour of restricted shares. But
the crash in the share prices of high-
growth software companies in recent
months means workers are far from
insulated. At Zoom, $850mn in
restricted stock given to workers last
year isnowworth only $325mn.

If the sharp tech stock retreat forces
companies to turn more to cash as a
form of compensation, the effects on
profit margins could be significant. At
database group snowflake, the stock
given to employees last year accounted
for nearly athird of its total costs.

Cash has already started to assume a
greater role in tech pay. After a year in
which its share price went sideways,
making stock awards less enticing,
Amarzon earlier this year said it was dou-
bling the ceiling on the cash salaries it
was prepared to offer workers. And
Alphabetadopted a new bonus plan late
last year that removes the caps on its
cashbonuses.

For many others, competing for talent
with some of the world’s richest compa-
niesis about to get a lot more expensive.

richard.waters@ft.com
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Insurance

Ukraine bill pushes Swiss Re to a loss

Reinsurer takes $283mn
initial charge and says
uncertainty remains high

IANSMITH
INSURANCE CORRESPONDENT

Swiss Re has swung to a quarterly loss
after putting the initial hit from the
Ukraine war on its books at $283mn, the
first estimate from a major reinsurer to
include a view of likely aviation losses
from the hundreds of planes confiscated
by or stranded in Russia.

The group has run through a series of
scenarios for how Ukraine-related
losses could play out, chief financial

officer John Dacey said yesterday. It
expects losses In five areas: aviation
claims; credit and surety losses stem-
ming from soured debts and bankrupt-
cies; marine claims, which would
encompass damage to ships and ports;
and political risk and violence, which
would include damage to buildings.

“The uncertain dimension of insured
losses remains very high, the validity of
covers is going to be one of the areas that
people will need to come to a landing
on ... and the potential for accumulat-
inglosses,” Dacey said.

He warned of further losses in the
coming quarters but said a “significant
proportion” of the overall hit had been
booked in the period.

The insurance industry is braced for
spiralling payouts from the war. The
base-case scenario from rating agency
S&P Global Ratings is for $16bn of global

“The validity of covers is
going to be one of the arcas
that people will need to
come to a landing on’

insured losses due to the conflict, with
half shared among reinsurance groups.
On Wednesday, Hannover Re,
another large reinsurer, estimated its
Ukraine losses at about €143mn — but
excluded aviation from its numbers,

saying that despite detailed discussions
with clients it did not have sufficient
information to estimate claims. Munich
Re and Scor, two other big reinsurers,
report next weel.

There is still huge uncertainty as to
the final bill for the insurance sector,
especially in aviation, where a long legal
fight is expected over whether policies
should pay out. AerCap, the largest leas-
ing company, said in March it had
lodged a $3.5bn claim.

Insurance executives have also
stressed the complexity for potential
aviation claims. At AIG, which told ana-
lysts on Wednesday it had estimated an
$85mn loss in the first quarter related to
Russia and Ukraine, chief executive

Peter Zaffino took analysts through a
longlist of the outstanding questions on
the aviation cover, including whether
actual losses have occurred and
whether efforts have been made by leas-
ing companies to mitigate their losses.
Dacey said there was a risk Swiss Re’s
estimate might rise “depending on the
ultimate disposition of the aircraft and
the engines which are in control of the
Russian government”, adding: “Iwould
say . . . anumberofthese planes arestill
functioning and some are still flying.”
The Ukraine charge, with $1bn of
Covid and natural catastrophe losses,
helped push Swiss Re to a $248mn net
loss in the first quarter, from a $333mn
profitin the same quarter last year.

Reluctance to match green

vows of rivals such as SK Hynix

and TSMC clouds prospects

CHRISTIAN DAVIES — SEQUL
Samsung Electronics is under growing
pressure over its inaction on fossil fuel
emissions, as it falls behind rivals Apple
and Taiwan chipmaker TSMC in envi-
ronmental commitments.

Analysts and investors warn that
Samsung’s reluctance to match its com-
petitors’ pledges poses “systemic risks”
to its future with customers and govern-
ments, which increasingly demand low-
carbon supply chains.

Unlike Apple, TSMC and SK Hynix,
Samsung has yet to make a public com-
mitmentto 100 per cent renewable elec-
tricity use worldwide.

The operations of the biggest smart-
phone and memory chip maker in
South Korea and Vietnam, which
together account for more than 80 per
cent of the group’s electricity consump-
tion, are fuelled largely by coaland gas.

“On renewables, Apple is taking
responsibility for global society in a big
way, but we don’t see the same thing
happening in Samsung,” said Park Yoo-
kyung, head of Apac responsible invest-
ment and governance at Dutch asset
manager APG.

“Samsung seems to think, “We are a
manufacturing company, we sell things,
and our responsibility ends there.
That’s a 20th-century business model
and a 20th-century management phi-
losophy.”

Critics argue that Samsung has been
reluctant to chart a path to decarbonisa-
tion because it relies on cheap electricity
provided by Seoul’s energy monopoly.
In 2020, South Korea had the second-
lowest share of renewable energy in the
G20, just above Saudi Arabia, according
tothe International Energy Agency.

“If samsung cannot meet ESG stand-
ards, it may not even become an option
for overseas customers in the long
term,” said Kim Young-woo, an analyst
at SK Securities. “Environmental prob-
lems will soon emerge as systemic risks
in the form of non-tariff barriers.”

According toaperson with knowledge
of Samsung’s strategy, the company
has made the decision in principle to
sign up this year to the Re100 initiative,
a global scheme to encourage compa-
nies to comimit to 100 per cent renewa-
ble electricity.

The person said that the timing of any
announcement had not been decided.
But it is unclear if Samsung will match

Technology. ESG standards
Samsung faces mounting pressure on emissions

SAMSUNG
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make their way ment to have its entire supply chain
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equivalentin 2020, the greenhouse gas Theissues
emissions of Samsung Electronics and |
its supply chain were roughly equiva- will soon
lentto those of Norway.
A review conducted by energy think- emerge_ as
tank Ember found that solarand wind ~ SYStemic
ower accounted for 4.7 per cent of : H
gouth Korea’s electricity gel:l'leraﬁon in risks in the
2021, lessthan halfthe global average.  form of
“Even if the entirety of SouthKoreas 1oy tapiff
solar and wind-generated power was .,
supplied solely to Samsung Electronics, barriers

it would still not cover the company’s
global consumption,” said Uni Lee, an
analyst at Ember, citing Samsung’s con-
sumption figures from2020.

Daul Jang, of Greenpeace East Asia,
said Samsung was unwilling to wean
itself off fossil fuels because it was able
to buy electricity at cheap industrial tar-
iffs from Kepco, South Korea's state
energy monopoly.

“The price of electricity for industry
in South Korea is too low, and its emis-
sions trading scheme is too weak,” said
Jang, noting that Koreanindustrial com-
panies paid less for electricity than their
Chinese counterparts despite South
Korea’s gross national income per capita
being more than three times China’s.

Eric Christian Pedersen, head of
responsible investment at Nordea Asset
Management in Copenhagen, said the

Kim Young-woo,
SK Securities

b -

company had told shareholders it was
“still working on a policy on this issue”
but South Korea was not yet producing
enough renewables to cover Samsung’s
needs.

Critics say it is Samsung’s responsibil-
ity to commit proactively to securing
renewables, given its market power and
sway over Korean policymakers.

“In the US, because companies have
already committed to buying renewa-
bles, producers have the right incentives
to borrow and invest with the confi-
dence that they are going to have con-
sumers,” said Jang. “Samsung not mak-
ing the same commitment is holding up
this processin South Korea.”

But Samsung’s reluctance to commu-
nicate its stance has left investors scepti-
cal as to whether commitments will be
implemented with sufficient vigour.

“It is hard to tell what Samsung is up
to, as they aren’t communicating any
kind of climate and clean energy plan in
the short or long term,” said Kiran Aziz,
head of responsible investments at Sam-
sung shareholder KLP Asset Manage-
ment in Oslo.

“Even with a new commitment,
shareholders will look very closely to
see how much depth there is, given the
deafeningsilence to date.”

Additional reporting by Song Jung-a

Banks

UniCredit
books €1.3bn
provision as it
considers exit
from Russia

SILVIA SCIORILLI BORRELLI — MILAN
OWEN WALKER — LONDON

UniCredit has put aside €1.3bn to cover
potential losses due to its exposure to
Russia as the Italian bank considers an
exit from the country.

The Milan-based lender has a €1.9bn
direct exposure to Russia, where it has
operated since 2005 through UniCredit
Bank Russia, which has more than 70
branches and thousands of staff.

The loan loss provision disclosure
came yesterday as the bank reported a
net profit of €1.2bn in the first quarter,
up 48 per cent year on year.

UniCreditin April postponed the pub-
lication of its quarterly earnings by a
week to manage its exposure to Russia.
In the worst-case scenario, the Italian
lender has warned it could face aloss of
€5.3bn if its entire Russian business was
wiped out, down from a previous esti-
mate of more than €7bn. This includes
derivatives and its €4.5bn cross-border
exposure to Russian clients, net of guar-
antees worthabout €1bn.

UniCredit is one of several western
banks that is considering an exit from
the Russian market as sanctions on
Moscow due to its war in Ukraine make
doing business in the country all but
impossible forforeign companies.

Société Générale also provided an

‘[The bank] is entering
this period with a resilient
and profitable model’

Andrea Orcel, chief executive

update on its Russian exposure yester-
day, saying it had set aside a further
€561mn of provisions for the first quar-
ter, mainly tied to the Ukraine conflict.

France’s second-biggest bank also
increased its cost of risk to as much as
€1.9bn for the year in expectation of
more customers defaulting on loans fol-
lowing the Russian invasion.

SocGen last month announced it was
selling its entire 99.98 per cent stake in
Rosbank, its Russian subsidiary, as well
as its Russian insurance operations, to
an investment company founded by bil-
lionaire Vladimir Potanin and would
takea €3.1bn hitonthe deal.

Fellow French bank Crédit Agricole
yesterday announced a €389mn provi-
sion for its Russian exposure and said it
was writing down €195mn for the total
equity value of its Ukrainian business.

UnicCredit chief executive Andrea
orcel said the bank’s strong perform-
ancein the first three months of the year
— which included a 12 per cent rise in
revenue, excluding Russia, to €4.8bn —
and its strong capital position would
help it navigate the turmoil without
having to review its three-year strategy
and a €16bn capital distribution plan.

“We have maintained a very strong
[capital] ratio of 14 per cent, which
includes €1.6bn for the 2021 share buy-
back, dividend accrual and the negative
impact of our exposure to Russia,” he
said.

“Whilst challenges undoubtedly lie
ahead for the global economy due to the
war in Ukraine and its broader impact,
UniCredit is entering this period with a
resilient and profitable model, and pru-
dent capital and existing provisions.”

Last month, Orcel said the bank was
looking at ways to leave the country but
the decision was complex and could
taketime.

Seelex

Financials

Wirecard ruling clears way for cash clawback

OLAF STORBECK — FRANKFURT

AGerman courthas ruled invalid Wire-
card’s final two full-year financial state-
ments in a landmark decision that
opens the door for the collapsed pay-
ments group’s administrator to reclaim
€62mnin dividends and tax.

Yesterday’s decision by a trade chamber
of the Munich regional court is a new
embarrassment for Wirecard’s auditor
EY, which signed off the accounts with-
out realising half the company’s reve-
nue and billions in cash did not exist.

Wirecard, which at its peak had a
market capitalisation of more than
€24bn, imploded two years ago in one of
Europe’s biggest accounting scandals,
leaving behind more than €3bnin debt.

Former chief executive Markus
Braun, who is in custody awaiting trial,
was this year charged alongside two
former colleagues with fraud, breach of
trust and accounting manipulation.

EY is under investigation by

Germany’s audit watchdog and Munich
criminal prosecutors over a potential
violation of professional duties. The Big
Four firm denies any wrongdoing.

EY said yesterday it was not a partyor
defendant to the legal dispute over the
wveracity of the financial statements.

People with knowledge of the situa-
tion pointed out the court did not assess
who was responsible for Wirecard'’s
flawed annual financial statements.

However, the ruling makes it more
likely that the administrator will also
sue EY over its worl, according to peo-
ple familiar with the matter. The audi-
toris already facing an avalanche of law-
suits from investors who say they relied
onthe firm's unqualified audits.

Wirecard’s administrator, Michael
Jaffé, is now likely to reclaim dividend
and tax payments made by the com-
pany on the basis of the false annual
reports. The biggest single item is
€47mn in dividends that were paid to
investors in2018 and 2019.

A person familiar with the adminis-
trator’s thinking stressed Jaffé would
only try to recover dividends from large
shareholders, rather than retail inves-
tors, adding that about 75 per cent of the
Ppayouts appeared to be recoverable.

“small and retail investors won’t be
significantly affected,” the administra-
tor said in a statement yesterday.

This is likely to lead to yet another
clash with Braun who, as Wirecard's sin-
gle largest shareholder with a 7 per cent
stake, received about €3mn in dividend
payments during 2018 and 2019,

Braun denies any wrongdoing and
regards himself as one of the fraud’s
many victims. A spokesperson for him
declined to comment.

Large fund managers such as DWS
and Union Investment, which suffered
huge losses from big positions in Wire-
card, may also face claims from the
administrator. Jaffé is also trying to
recover €15mn in German corporation
tax that Wirecard paid on fake profit.

Technology

Hikvision shares hit by US sanctions threat

JENNIFER CREERY — HONG KONG

Hikvision's share price fell 10 per cent
yesterday after Washington moved to
impose tough sanctions on the Chinese
surveillance camera maker accused of
facilitating human rights abuses.

The company’s Shenzhen-listed shares
ended trading down by the maximum
daily limit to Rmb38.24 as Chinese mar-
kets returned from a three-day holiday.

The Financial Times reported this
weel that the Biden administration was
Ppreparing to target the world’s largest
manufacturer of surveillance equip-
ment, according to four people familiar
with the discussions. They said a final
decisionhad not beenmade.

The move would make Hikvision the
first large Chinese technology group to
be hit with human rights-related sanc-
tions from the US and could have wide-
ranging implications for the countries
and consumers thatuse its cameras.

Hikvision said in a statement: “The

potential action by the US government,
as reported, remains to be verified. We
believe any such sanction should be
based on credible evidence and due
process. We look forward to being
treated fairty and without bias.”
Washington has accused the
Hangzhou-based group of enabling
repression and supplying equipment to
detention camps in the north-western
region of Xinjiang, where Chinese
authorities detained an estimated 1mn

The monitoring camera maker is said
to be a supplier to Xinjiang camps

Uyghurs and other ethnic minorities.
Beijing has denied allegations of abuses
and defended the existence of the
camps as “vocational education and
training centres”, Both the Trump and
Biden administrations have accused it
of genocide.

Hikvision posted total revenue of
Rmb81.42bn ($12.3bn) last year, with
year-on-year growth of 28.1 per cent,
and Rmb22bn in the first quarter of this
year on the back of strong demand for
surveillance technology to create “safe”
and “smart” cities at home and abroad.

The Trump administration in 2019
put Hikvision and other Chinese enti-
ties, including Huawei, on a blacklist
that prevented American companies
from selling them equipment over what
itviewed as potential security threats.

Tech research group ToplOVPN esti-
mates more than 1,000 cities use Hikvi-
sion cameras. The company’s top inter-
national markets are Vietnam, the Us,
Mexico, the UK and Brazil.
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Corporations caught in US abortion debate

Few American businesses have spoken out on the Supreme Court’s draft ruling so far, and those that have face a ‘fraught conversation’

ANDREW EDGECLIFFE-JOHNSON

The prospect of the Supreme Court
reversing the reproductive rights it
granted to all Americans in1973 has put
the country’s largest employers in a
position that almost all of them had
hoped to avoid.

Chief executives have become
increasingly vocal in the country’s big-
gest debates, from voting rights to gun
control, infuriating rightwing politi-
cians who accuse corporate America of
embracing “woke” liberal causes. Abor-
tion had been the exception.

“If you think business people want to
get involved with abortion, you need
your head examined,” Richard Edel-
man, head of the eponymous public
relations group, said after the leak of the
draft ruling that would overturn the Roe
vs Wade precedent that has protected
abortionaccess for almost 50 years.

That leak, however, means “they have
no choice” but to take a position, he
added.

The news that brought protesters on
to the streets was greeted with near
silence in the country’s largest board-
rooms, prompting public statements by
only afew major companies.

“We know this is a fraught conversa-
tion; it’s not something we enter into
lightly,” said jeans brand Levi Strauss,
oneof the few companies to respond.

Abortion was “a tough issue”, echoed
Brian Moynihan, the chair and chief
executive of Bank of America. Roe vs
Wade was “the settled law of the land”,
he told CBS, before adding the caveat

abortion, he added. However, the larg-
est US business groups have remained
silent. The Chamber of Commerce said
it had no comment, while the Business
Roundtable said it did not have a posi-
tionon the issue.

While some advisers said companies
were waiting to see the Supreme Court’s
final ruling before commenting, a few
responded with statements that empha-
sised practical ways they could help
employees affected by state abortion
bans, rather than taking a position on
their merits.

Amalgamated Bank said it would
cover airfares and hotel expenses for
employees and their dependants who
needed to travel out of state to access
reproductive healthcare. Amazon
promised to pay up to $4,000 a year in
trave] expenses for medical treatments,
including abortions, Reuters reported.

Companies making such plans have
experienced a backlash, however, with
one legislator in Texas warning Citi-
group that the state could prevent the
bank from underwriting municipal
bonds afterit adopted asimilar policy.

The bank’s stance also promoted a
question at its annual meeting last
month, accusing it of “a gross misuse of
funds” to support something that marny
shareholders “find highly morally
objectionable”.

The response from Jane Fraser, Citi’s
chief executive, illustrated the issue’s
sensitivities. “We know this is a subject
that people feel passionate about. I want
to be clear that this benefit isn’t
intended to be a statement about a very

that his opinion did not reflect that ofall N ¢ ay ing corporate statements opposing the pro-  Polarisation: abortion Americans or Republicanpoli-  tax and regulatory issues. TaraHealth’s  sensitive issue,” she said.
of his employees. o spective Supreme Court ruling. a protest in ticians. stark said: “It poses a larger question for Companies would now face more
The reluctance to engage in one of the anyth mgis “Efforts to further restrict or crimi-  Providence, Chief executives were now “more  businesses to think about their align-  scrutiny of the abortion policies of indi-
country’s deepest social divides has saying nalise [abortion] access would have RhodeIsland, worried aboutthe reprisals from oppor-  ment with elected officialswhen elected ~ vidual states in which they have opera-
raised questions about the limits of cor- . far-reaching consequences for the onTuesdayafter tunistic politicians”, said Jeffrey Son-  officials are willing to do things which  tions, BSR’s Gitinan said. As new legisla-
porate activism. som ethmg. American workforce, the US economy  news the US nenfeld, a Yale School of Management  destabilise their workforce and their  tionis proposed to restrict access, some
“Not saying anything is saying By ot and our nation’s pursuit of genderand ~ Supreme Court professor, who pointed to the battle communities.” could withhold investment or locate
something,” said Laura Gitman, chief B X racial equity,” Levi Strauss said, adding ~ was poised ‘Walt Disney found itself in with Florida’s sonnenfeld said: “The CEOs have to  employees elsewhere, sheadded.
operating officer of BSR, a group that Speakmg up  they would set back the gains women  to overturn governor Ron DeSantis over hisadmin-  tell these politicians to stop dividing the Middlebury College’s Myers agreed:
advises businesses on their social ey are have made in the workplace since 1973 Roe vs Wade istration’s LGBTQ policies. nation on these wedge issues.” Chief  “There are plenty of people who. ..
responsibilities. “By not speakingup "7 " and disproportionately affect women of ~ Deid Geldmania® Abortion could be another fightthat ~ executives would rather their trade  might end up wanting to move. Itwill be
they are [implicitly] supporting the [1mp11c1t1y] colour. fractures relations between leading associationstooka publicstandontheir — another way our country segregates
restrictions.” SUppOI‘EiI’] I Caitlin Knowles Myers, a Middlebury companies and the Republican party,  behalf than face the risk of becoming  itself”
But Gitman added she expected more L. ,  College economics professor who was despite continued alignment on many  personally targeted in the battle over  See Opinion
companies to take public positions I'€SIIICLIONS  one of 150 economists to submit a brief
mc?egsgﬁgﬁ?ﬁr noihis af Laura Gitman, t‘:i:ihe oou(;‘tihsalrf:lthe graft ;‘u!mghad no.lf
y face press ployees, cus- ) O addressed the “decades of rigorous evt
tomers and investors and as labour 0 1ing dence” that access to abortion was
shortages highlight the need tomakeit  ,ffjcer of BSR “inexorably intertwined” with women’s

easier for women towork.

Earlier bills restricting abortion
access in Texas, Oklahoma and other
states had built expectations of the pos-
sibility of the Supreme Court ruling this

economic lives.

“Men and women earn pretty simi-
larlyup until they become parents, then
women's earnings fall off a cliff by about

33per cent,” Myers said.

Choose

the payment
platform that
fast tracks

way, said Jennifer Stark, senior director
of corporate strategy for the Tara Health
Foundation, which funds pro-abortion
groups.

“There’s been kind of this hurricane
forming off the coast,” she said. “we
have been working with businesses
behind the scenes to brace for impact

The Institute for Women's Policy
Research estimates state-level abortion
restrictions already cost state econo-
mies $105bn a year by reducing
women's participation in the labour
force and their earnings.

Groups such as the US Chamber of
Commerce have also highlighted the

for quite some time.”

Activists were engaging companies
through an economic lens, she said,
describing abortion access as “funda-
mentally an issue of economic stabil-
ity, empowerment and economic jus-
tice”.

That argument was echoed in the few

unfilled.

role that a lack of affordable child-
care is playing in parents leaving
the worldorce at a time when a
record 11.5mn positions remain

However, economic and
workplace equity arguments
have struggled to sway anti-

Financials

Apollo profits beat expectations in first
results since transformational Athene deal

ANTOINE GARA — NEW YORK

Apollo Global Management beat profit
expectations in its first results since its
merger with life insurance company
Athene in January, a deal that trans-
formed the private equity giant into a
4$32bn financial conglomerate.

Yesterday, Apollo reported a $1.2bn
adjusted pre-tax profit, with $670mn
earned from its newly acquired Athene
operations. It also generated $310mn
from the management fees it collects
and $187mn from selling investments
profitably, including a one-time gain
stemming from the merger.

After taxes, Apollo generated $915mn
in adjusted net income, or $1.52 a share,
beating analysts’ estimates.

Chief executive Marc Rowan said:
“Our first-quarter results are a mile-
stone event for Apollo following our
merger with Athene in January.”

The results underscore how Apollois
set to diverge in coming years from its
publicly traded peers, as it bets on its
expanding business of managing debt
investments on behalf of life insurance
and fixed annuity policyholders.

Some 58 per cent of the New York-
based investment group’s adjusted net
income was attributed to “spread” earn-
ings, the difference between how much
Apollo made investing annuity premi-
ums and what it owed to Athene’s annu-
ity policyholders.

Most private equity firms, such as

Blackstone and Carlyle Group, empha-
sise theirmanagement fees and “carried
interest” derived from overseeing large
investment funds capitalised by pen-
sions and sovereign wealth funds. Now,
just 42 per cent of Apollo’s earnings
come fromsuch sources, compared with
amajority atits rivals.

Founded in 1990 by billionaires Leon

“The yield business is a
scale business. We can
only grow as fast as we
can generate assets’

Black, Josh Harris and Rowan, Apollois
one of the private equity industry’s larg-
estinvestors, with $86bn in assets dedi-
cated to corporate buyouts.

But the group, which manages $513bn
in assets, has made the bet that its

Marc Rowan: Apollo chief has made
a significant bet on credit investing

expertise deploying insurance float —
cash from customer premiums Apollo
invests but does not own — into moder-
ately earning but reliable fixed income
securities will win the favour of stock
market investors.

While Apollo’s shares have fallen by a
quarter in 2022, Blackstone is down 15
per cent and the S&P 500 has dropped
just 9.4 per cent.

Rowan helped form Athene more
than a decade ago to acquire distressed
insurance assets for Apollo to manage.
Athene, which went public in 2016, also
counted Apollo as a minority share-
holder.

By the time Apollo decided to buy all
of Athene in 2021, it accounted for
about two-fifths of the firm's assets.

Apollo’s huge bet on credit investing
also comes as the Federal Reserve raises
interest rates to fight inflation. Some
$37bn, or 20 per cent, of Athene's port-
folio is invested in floating rate debts.
Apollo expects to earn as much as
$40mn in extra profits for every 25 basis
points that rates are increased.

At the Milken Global Conference in
Beverly Hills on Monday, Rowan high-
lighted credit investments, fuelled by
Apollo’s newly integrated Athene unit,
as the firm's engine of growth.

“The yield business is a scale busi-
ness,” he said. “We can only grow as fast
as we can generate assets.”

Additional reporting by Sujeet Indap in
New York
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Commodities. Overseas shipments

US natural gas prices surge as
Europe spurns Russia energy

Henry Hub benchmark more

than doubles this vear amid

export rise and sluggish output

DEREK BROWER — NEW YORK

The US economy’s long era of cheap
shale gas is showing signs of fading with
prices hitting the highest in more than a
decade and Europe and Asia ready to
pay more to import American supplies.

The Henry Hub natural gas
benchmark settled at $8.415 a million
British thermal units on Wednesday,
more than double the price at the start
of the year and far above the $3 average
of the previous 10 years.

A persistent source of demand are
plants that liquefy the gas for export
overseas. The coastal facilities, a critical
piece of Europe’s plans to cut Russian
supplies after Moscow’s invasion of
Ukraine, have been running at
maximum capacity during the rally.

Shale gas producers, whose headlong
growth in the 2010s depressed prices
and made US liquefied natural gas
export projects viable, have also been
slow to increase output in response to
the market surge.

Demand from LNG plants has
averaged more than 12.3bn cubic feet of
gas a day (equivalent to 127bn cubic
metres ayear) since thestartof March —
about 17 per cent more than last year
and almost as much as is consumed by
the US residential sector, according to
Refinitiv.

More shipments are anticipated this
year as Cheniere Energy expands an
export plant in Louisiana and rival
Venture Globalopens one in the state,

The Energy Information Administra-
tion forecasts LNG exports, which began
on the Gulf of Mexico in 2016, will
increase another 25 per cent between
2021and 2022.

Gas in the US remains far cheaper

| US natural gas prices are at 14-year highs
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than in Europe, where prices were
almost $37 a million Btu this week, or in
Asia, where they were $23.50.

The disparity creates an incentive to
add more export plants.

US energy infrastructure companies
NextDecade and Energy Transfer this
week announced long-term gas sales
contracts for two proposed projects in
Texasand Louisiana, respectively.

The US and EU recently signed an
agreement in which the US would ship
50bn cubic metres a year of added LNG
to Europe by 2030, almost 50 per cent
more than the US’s current export
capacity.

The extra LNG demand comes as US
electricity consumption is on the
rebound, driving domestic gas
consumption.

Combined with sluggish production
growth from shale gasfields, it has left
US gas stockpiles at their lowest
seasonal level in three years and well
below the five-year average.

“Inventories are low and exports are
high because of Ukraine,” said Andrew
Gillick, energy strategist at Enverus, a
consultancy. “And so prices are rising
too. It’s assimple as that.”

Consumers in the US are feeling the
pinch. “But for LNG, the price of Henry
Hub would be $3.50 a million Btu,” said

Paul Cicio, president of the Industrial
Energy Consumers of America, a trade
group that has long criticised US LNG
exports.

Cicio said some of his group’s member
companies had been trying to expand
manufacturing capacity but could not
because of higher natural gas prices.

Fertiliser, paper, cement and glass
manufacturers were among those most
exposed, he said.

Some Democratic politicians have
also urged a rethink of foreign sales of
US gas that flows on LNG tankers and in
pipelines to Mexicoand Canada.

In February, a group of senators wrote
to US energy secretary Jennifer
Granholm urging her to take “swift
action to limit US natural gas exports”,

The senators said: “We understand
there are geopolitical factors and global
and regional markets to consider.
However, the administration must also
consider the potential increase in cost to
American families because of higher
export volumes.”

Analysts said that, as long as Asian
and Eurepean prices remain elevated,
heavy gas users in the US will continue
to enjoy a competitive advantage.

“For industrial consumers, [the US] is
still a better place than the rest of the
world,” said Peter Rosenthal, head of US

New horizons:

US shale gas
producers are
attracting
higher demand

from LNG plants

serving overseas

markets
Kaith Srakocic /AP

‘Inventories
are low

and exports
are high
because of
Ukraine —
so prices
are rising’

power at consultancy Energy Aspects.

Cheniere on Wednesday reported a
jump in first-quarter revenue as it
exported a record number of cargoes in
the period, 75 per cent of them to
Europe.

The biggest US LNG group also raised
its profit forecast for the year by almost
20 per cent.

The US gas price surge has been good
news for shale producers. Chesapeake
Energy, which went bankrupt in mid-
2020, on Wednesday reported record
quarterly free cash flow in the first three
months of the year.

EQT, the country’s biggest producer,
last week raised its free cash flow
guidance for the year by 50 per cent
“given the positive fundamental back-
drop for natural gas prices”.

But shale gas companies have been
slow to boost production, despite higher
commodity prices.

“Producers are not responding
because everyone is so focused on
capital discipline,” said Rosenthal, who
added that a “Covid hangover” was still
causing labour shortages and late winter
outages in areas such as North Dakota
were also hindering drillers.

Research firm Rystad Energy said
publicly listed shale producers this year
would increase free cash flow — income
left after subtracting for outflows and
asset maintenance — 70 per cent this
year, to arecord high above $830bn. But
their capital spending would rise only 11
per centto $286bn.

The amount of cash from operations
reinvested by shale companies this year
would be just 26 per cent compared with
morethan 70 per cent in previous years.

Rising operating costs were another
deterrent to a boost in supply, analysts
said.

“Well costs are going higher, inflation
is rampant, margins are going to be
crushed,” Gillick said. “It’s not so easy to
increase drilling, even if Europe needs
the gas.”
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Commodities

Opec+ sticks
with modest
outputrise
despite doubts
over Moscow

TOM WILSON

oOpec and its allies agreed to a modest
crude output increase even as a growing
international boycott of Russian oil cast
doubt on Moscow’s ability to continue to
meetthe cartel’s targets.

The Opec+ group, which has included
Russia since 2016, said yesterday it
would aim te raise production by
another 432,000 barrels a day in June,
continuing with the monthly plan
agreed in July last year to gradually
replace output cut at the start of the
pandemic.

A day after the European Commis-
sion proposed a phased-in ban on all
imports of Russian crude and refined
products into EU member states by
the end of the year, Brent crude, the
international benchmark, rose nearly
3 per cent yesterday to trade at more
than $113 a barrel before later surren-
dering some gains.

Immediately after the invasion of
Ukraine, oil rallied to a 14-year-high of
$139 a barrel but then pulled back as
Russian oil continued to flow and new
coronavirus-induced lockdowns curbed
demand in China, the world’s biggest oil
importer.

In a statement following the meeting,
the Opec+ group said it noted “the

‘They are having to
pretend that Russian
production isn't about
to fall off a cliff”

continuing effects of geopolitical factors
and issues related to the ongoing
pandemic” but that the outlook pointed
to “abalanced market”.

Analysts said Opec+ was choosing to
ignore the impact that the expanding
boycott of Russian energy was expected
to start to have on crude production in
the country.

“The meeting is happening in a
little bit of a paralle] universe because
they are having to pretend that
Russian production isn't about to fall off
a cliff,” said Paul Horsnell, head of
commodities research at Standard
Chartered.

Russian oil output has already fallen
from 11mn b/d in March to 10.1mn b/d
over the first 19 days of April, according
to the research group 0ilX, and is
expected to fall further.

India, in particular, has significantly
stepped up purchases of discounted
Russian oil as western buyers have
turned away.

Indian imports of Moscow’s flagship
Urals crude rose to 627,000 b/d in April
from zero in February.

China is also expected to increase its
purchases of Russian oil. But Asian
buyers will struggle to absorb all of the
2.2mn b/d of crude and 1.2mn b/d of
products that Russia previously shipped
to Europe. As demand for Russian crude
dries up, production is expected to
further decline.

The next Opec+ meeting is scheduled
for June2.

Financial services

ICE expands in mortgage tech with
$13bn acquisition of Black Knight

PHILIP STAFFORD — LONDON
MNIKOU ASGARI — NEW YORK

Intercontinental Exchange has
deepened its push into the US housing
market data business, striking the
largest deal in its history by agreeing to
purchase mortgage software company
Black Knight for $13.1bn.

Atlanta-based ICE said it would pay
$85 per share for the company, a
roughly 35 per cent premium to Black
Knight's trading price before the deal
was announced.

The $10.5bn cash portion will be
funded by newly issued debt as well as
cashonhand.

Shares in Black Knight jumped
14.5 per cent on the news while ICE,
which is best known as the owner of the
New York Stock Exchange, fell 4 per
cent.

ICE’s move strengthens its grip on the
data and software that undergirds
the residential mortgage market in the
US at a time when home prices have
beensoaring.

Less than two years ago, it bought
mortgage-lending software provider
Ellie Mae for $11bn from private equity

group Thoma Brave, which was
then ICE’s largest purchase since chief
executive Jeffrey Sprecher founded itin
2000as an energy trading platform.

The purchase also marked a decisive
pivot away from ICE's mainstay as the
owner of some of the world’s biggest
stock and futures exchanges, clearing
houses and index providers.

Mortgage technology accounted for
about a fifth of ICE’s $7.1bn in total
revenue last year.

Black Knight provides data on

IC

ICE is best lkknown as the owner of
the New York Stock Exchange

areas including bankruptcy and loan
servicing to lenders. The deal gives
the Florida-based company a $16bn
enterprise value.

The purchase would make it easier for
borrowers and lenders to agree
mortgages while helping homeowners
lower their monthly payments and
reduce the likelihood of default, ICE
said.

Sprecher added that Black Knight
fitted into his company’s long-term
strategy of turning old-line financial
services into lucrative high-tech opera-
tions.

“ICE’s simple mission has been to
make analogue and opaque financial
transactions more digital and transpar-
ent,” he said.

Through a string of acquisitions, ICE
has transformed into one of the world’s
largest exchanges. Itbought the Chicago
Stock Exchange in 2018, Interactive
Data Corp for $5.2bn in 2015 and NYSE
Euronext for $11bn in2013.

The Black Knight dealis expected to
provide $200mn worth of cost synergies
over five years and to close in 2023,
pending regulatory approval.

SeelLex

Asset management

Archegos mulled becoming Deutsche’s
biggest shareholder through HNA stake

OLAF STORBECK — FRANKFURT
ORTEMNCA ALIAJ — LONDON

Aperson familiar with the matter said

Archegos Capital Management in 2018
considered becomingthelargest share-
holder in Deutsche Bank by taking over
astalce controlled by Chinese conglom-
erate HNA.

The family office, which imploded in
2021, received information about HNA's
stake that Archegos believed came from
Deutsche Bank chair Paul Achleitner,
according to two people familiar with
thematter.

Those people, and a third person with
direct knowledge of the matter, added
that Achleitner at the time was wooing
Archegos co-founder Bill Hwang as
the bank searched for an investor to
replace HNA, which was in trouble and
later collapsed.

Hwang pleaded guilty in 2012 to
charges of wire fraud and last week was
hitwith new criminal charges in the US,
which hedenies.

Deutsche Bank said Achleitner “did
not have any detailed knowledge about
the shareholding structure of HNA” and
“did notask anyone to address Archegos
asa potential buyer of the HNA stake”.

Achleitner could not rule out mention-
ing the opportunity to buy the HNA
stake at a meeting with Hwang in early
2019, adding that HNA’s stake was sub-
jectto public debate at the time.

The acquisition of HNA’s stake in
Deutsche Bank would have turned
Hwang into the single largest share-
holder of a bank, which at the time had

The family office received a
briefing about the structure
and embarked on ‘long

night of frantic calculations

€1tn in assets but was just worth less
than €20bn on the stock market.

HNA was holding a 7.6 per cent stake
through an opaque chain of offshore
companies. It had borrowed heavily to
fund its Deutsche Bank investment and
pledged the bank’s shares as collateral
to Swiss bank UBS. The position was
hedged against large swings in Deutsche
Bank’s share price with a complex deriv-
ativesstructure,

Archegos was approached by a

confidant of Achleitner, who suggested
the family office could buy the stake
from HNA and replace the Chinese
group as Deutsche Bank’s single biggest
shareholder, according to the people
familiarwith the matter.

Archegos also received a briefing
about the structure and embarked on “a
long night” of frantic calculations, try-
ing to assess if such a transaction made
economic sense.

Hwang eventually vetoed the idea,
deciding it did not fit with his typical
investment profile, according to two
people with knowledge on the matter.

But Hwang later met Achleitner and
Deutsche Bank chief executive Chris-
tian Sewing and from 2019 built an
undisclosed 2 per cent position in Ger-
many’s biggest bank, the Financial
Times reported in March.

Hwang, who is accused by authorities
of using Archegos as an “instrument of
market manipulation and fraud”, bor-
rowed large sums from lenders, includ-
ing Deutsche Bank, to amass
multibillion-dollar positions in compa-
nies. Lawyers for Archegos and lawyers
for Hwang did not respond to requests
for comment.
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The day in the markets

at you need to know

# S&P 500 and Nasdagq shed gains as
relief after Fed’s rate decision fades

# 10-year US Treasury yield jumps back
above 3 per cent

# US Dollar index hovers close to a 20-
year high

US stocks and bonds fell sharply
yesterday, reversing a big rally from the
previous session, as a burst of relief
following the US Federal Reserve's |atest
Interest rate decision faded.

The S&P 500 dropped more than 3 per
cent, having closed 3 per cent higher on
Wednesday in the equity benchmark’s
best one-day performance since May
2020. More than Q0 per cent of the stocks
in the index slid yesterday.

The tech-heavy Nasdag Composite fell
5 per cent, representing one of its biggest
drawdowns over the past two years.

The US central bank on Wednesday
announced its first 05 percentage point
interest rate rise in more than 20 years, in
a widely telegraphed move, while Fed
chair Jay Powell also appeared to rule out
0.75 percentage point increases at
upcoming meetfings.

“It was not a really a dovish signal but
market senfiment Is beaten up, the most
pessimistic it's been in decades, so it
wasn't surprising to see a bounce from
such levels of pessimism,” said Trevor
Greetham, head of multi-asset at Royal
London, referring to Wednesday's moves.

“But you've still got a nasty backdrop,
where central banks are not your friend,”
he added. “What really needs to change
to sustainably iImprove market conditions
Is inflation,” which hit a £0-year high of
8.5 per cent In March.

Dally % change

| Nasdaq on track for worst day since 2020 |

-2

2020

Source: Refinitiv
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Despite the Fed chair's comments,
traders yesterday Increased their bets
that the Fed would more aggressively lift
Interest rates including with a possible
Jumbo 0.75 percentage poinf rise in June.

The S&P has fallen more than a tenth
this year while the Nasdaq is down more
than 20 per cent.

The yield on the 10-year US Treasury
note, which Investors use as a yardstick
for valuing many other financial assets,
Jumped 0.12 percentage points fo 3.06 per
cent. Yields on Treasury bonds, which
move inversely to prices, have been
volatile as the uncertain path of inflation

and interest rates complicates the case

for the fixed income-paying securities.
Powell said a neutral monetary policy

position was “not something we can

| identify with any precision”. He also

“sounded very determined to raise rates
until he sees progress on inflation”, said
Rese Ouahba, head of fixed income at
Carmignac. “And [he] did not give a sense
of where the Fed needs to stop”

The US Dollar index, which measures
the currency against six others, rose 1per
cent, holding close to a 20-year high.
Naomi Rovnick, Eric Platt and Hudson
Lockett

Markets update
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Stocks S&P 500 Eurofirst 300 Nikkei 225 FTSE100 Shanghai Comp Bovespa
Level 413517 1717.80 2681853 7503.27 3067.76 104863.53
% change on day -384 -0.62 -0m 013 0.68 321
Currency $ index (DXY) $ per € Yen per $ S perf£ Rmb per $ Real per 5
Level 103.259 1.053 130.245 1237 6623 5.021
% change on day 0.655 -0.190 0204 -1.040 0.542 0.127
Govt. bonds 10-year Treasury 10-year Bund 10-year JGB 10-year Gilt 10-year bond 10-year bond
Yield 3.087 1.045 0.225 1964 2828 1.879
Basls poinf change on day 1.150 7.600 0.000 0.000 -0.600 -8.100
World Index, Commods FTSE All-World Oil - Brent Oil-WTI Gold Silver Metals (LMEX)
Level 42755 109.57 106,90 1863.65 2260 469030
% change on day 273 0.81 055 -0.32 -0.15 0.62

Yesterday's close apart from: Curmencies = 16:00 GMT; S&P, Bovespa, All World, Ol = 17:00 GMT; Gold, Silver = London pm fix. Bond data supplied by Tullett Prabon.
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Online crafts platform Etsy dropped
sharply despite reporting first-quarfer
revenue that was befter than expected.

Sales rose 5.2 per cent year on year fo
$579.3mn, which beat the Refinitiv-
complled estimate of $575.4mn.

Sentiment was soured by its forecast
for the current quarter with revenue
expected to land between $540mn and
$590mn, the midpoint of which missed
Wall Street estimates.

Falling for similar reasons was fellow
online platform eBay.

It posted first-quarter revenue and
earnings per share of $2.48bn and $1.05,
respectively, which edged past the
$2.44bn and $1.03 that were forecast by
Credit Suisse.

But for the second quarter, eBay
expected Its revenue to range from
$2.35bn to $2.40bn, which fell short of the
$2.42bn analysts had expected.

The lowered outlook was “primarily
due fo ongoing macroeconomic
headwinds around inflation”, said the
broker, “as well as the geopolitical
uncerfainty In eastern Europe”.

Rounding off a difficult session for
online retail specialists, ecommerce
platform Shopify also retreated.

Its earnings came In at 20 cents per
share in the first quarter, missing market
estimates by almost 70 per cent.

Ray Douglas

Disappointing results pushed France's
C€GG down more than 18 per cent.

The manufacturer of geophysical
equipment reported first-quarter revenue
of $175mn, down from $209mn a year
earlier.

Sophie Zurquiyah, chief executive, sald
she expected “an acceleration of our
clients’ decision-making and spending,
particularly in the second half of the
year”, prompting the group to stick with
Its 2022 financial objectives.

Austrian energy company Verbund
retreated following a report in Tiraler
Tageszeitung newspaper in which
chancellor Karl Nehammer raised the idea
of an ad hoc tax on energy operators.

The article did not come as a surprise
to analysts at Citi, who concluded that “a
scenario of higher power prices for longer
Increases the risk of [a] windfall profit
tax” for groups such as Verbund.

Aerospace group Airbus rallied after
releasing “better than expected” first-
quarter results, said Deutsche Bank.

From revenue of €12bn, the group
generated operating profit of €1.3bn,
which was way above the Refinitiv-
compiled estimate of £705mn.

Airbus also announced plans fo
Increase production of its A320 family of
alrraft, in “a positive, bold move ... .
despite ongoing supply-chain
constraints” said Deutsche. Ray Douglas

Daily Mirror publisher Reach tumbled
almost 21 per cent after revealing that it
had “experienced reduced advertiser
demand and lower average yields” during
the past two months.

This was down te the war in Ukraine,
which had significantly reduced “the level
of ‘brand safe’ content for news
publishers”. Rising prices were also a
concern, especially for paper. “Since the
middle of March, we have seen further
inflation In operating costs, particularly
within print, where the impact of
newsprint increases will now exceed our
previous expectations,” said the company.

S4 Capital, the digital marketing group
run by ex-WPP chief Martin Sorrell, leapt
12 per cent on news that its delayed full-
year results would be published today.

The confirmation came after the group
announced In March that its results would
not be released on time because auditors
PwC said “they were unable fo complete
the work necessary”.

Hikma fell sharply after frimming its
guidance for its generics business.

For 2022, the pharma group expected
the unit’s revenue to land befween
$710mn and $750mn while Ifs core
operating margin would be about 20 per
cent. This equated to a @ fo 13 per cent
decline in divisional revenues against
earlier guidance of & to 10 per cenf
growth, said Numis. Ray Douglas

Yen will become

a cheap haven for
uncertain times

Zach Pandl

Markets Insight

he yen has been the worst

performing major currency

this year, sliding about 12,

per cent against the dollar,

and underperforming even
the Turkish lira and Argentine peso.

Relative to a basketof trading partner
currencies and adjusted for inflation,
the yen has fallen to levels last seen in
the early years of the Reagan Adminis-
tration, before the1985 Plaza Accord.

But this state of enyasu (weak yen)
will probably be shortlived. The yen is
anundervalued haven asset at a time of
rising recession risks around the world
and structural threats to the dollar.

It will find support from long-horizon
investors looking to protect their capital.
1f global inflation pressures remain
high, the Bank of Japan will eventually
allow bond yields to rise rather than let
the currency spiral downward.

Recent yen depreciation reflects
shorter-term, cyclical factors: sharply
rising bond yields in the US and Europe,
higher commodity prices that lead to a
larger import bill for Japan and the
Omicron Covid wave, which has held
back the economic reopening process
throughout Asia.

The BoJ was right to say last week that
Japan’s cyclical position — low core
inflation and a more limited rebound in
economic output — warrants an easier
monetary policy stance compared with
its G10 peers.

But structurally the Japanese
economy is not that different from
other developed markets. It had an
earlier and larger real estate bubble and
bust but the pattern was largely the
same as in the west over the pastdecade.

Japanese inflation has been low but
inflation rates elsewhere moved closer
to Japan-like levels over the last

business cycle. Between 2010 and 2019,
Japan's consumer price index inflation
averaged 0.5 per cent compared with 1.4
per cent inthe euro area, 1.1 per centin
Sweden, and zero in Switzerland.

over that same period, Japan's real
per capita growth in gross domestic
product averaged 1.3 per cent, slightly
above the average of the rest of the G10.

Japan has the attributes of a natural
“haven”. Most importantly, it is a
wealthy nation with a large stock of
foreign assets. Japan holds about
¥1,260tn ($9.6tn) in foreign assets com-
pared with liabilities of about ¥850tn.

This net international asset position

The BoJ was right to say
Japan’s cyclical position
warrants an casier

monctary policy stance

amounts to roughly 75 per cent of
Japan's GDP.

The Japanese government has a large
debt stock but this is held mostly as
assets by its residents and the BoJ. The
Japanese nation is not going broke and
itslarge current surpluses over the years
mean the currency is not vulnerable to
sudden capital flight.

Investors should be warier of
Japanese bonds than the currency. If we
have entered a period of stubbornly
high global inflation pressures, Japan
will not be immune. Between 1960 and
1989, whenUs inflation averaged 5.0 per
cent, Japanese inflation averaged 5.6 per
cent — there is nothing about Japan that
implies permanently low inflation.

Muted wage growth and price infla-
tion trends in the country won't change

overnight. Inflation expectations
appear anchored at relatively low levels.

It may take repeated upside inflation
surprises for the Japanese public to
expect a steadily rising price level. But
this now seems a meaningful risk. Most
other economies experienced a wave of
price pressures as they reopened.

For the Bo], which has been trying to
secure an end to deflation for years, this
should be good news. Bringing underly-
ing inflation closer to the central bank’s
2 per cent target will allow it to move
nominal interest rates back above zero
and improve policy flexibility.

Governor Haruhiko Kuroda should be
preparing for his victory lap. Ending
negative rates and a policy of yield curve
control —which effectively caps 10-year
government bond yields at 0.25 per cent
— would be no tragedy. Instead, it would
signal that officials successfully ended
deflation through a sustained cross-
government macro policy campaign.

The yen may very well experience
further depreciation pressure over the
coming weeks. We are in a complex and
volatile period for global markets. But
beyond the near-term, there are a
numberof paths to recovery for the yen.

In a recession, US Treasury yieldsand
commodity prices would likely come
down, narrowing interest rate differen-
tials with Japan and lowering the cost of
its commodity imports. If global infla-
tion remains high, low interest rates in
Japan will eventually move up toward
thelevels inother developed markets.

Investors can expect a rebound in the
ven over time and should consider own-
ing this haven asset as a hedge against
global recession and other tail risks.

Zach Pandl is co-head of foreign exchange
strategy for Goldman Sachs
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itchcraft and corpses

and blood, oh my. Such

is the stuff of Dector

Strange in the Multi-

verse of Madness, fresh
off the Fordist production line of Marvel
studios. Many people will already see
every Marvel film as a horror movie.
Here the further adventures of urbane
mystic-superhero Stephen Strange,
played again by Benedict Cumberbatch,
come the closest the company has to
outright genre scares. Check the credits.
If Marvel directors are often merely first
among hired hands, Hollywood veteran
Sam Raimi is allowed a creative signa-
ture, delivering a family-friendly take
on the chills that made his name with
1981 cult favourite The Evil Dead.

Keep a less gory classic in mind as
well: The Wizard of Oz. Raimi’s tale too is
one of multiple identities and furious
witches. (His last film as adirector wasa
belated prequel, 2013’ Oz the Great and
Powerful.) For Judy Garland’s Dorothy, it
was all a dream. For Strange, vice versa.
His nightly visions are revealed to be
glimpses of actual alternate realities.

Liferemains a step ahead of art. Cum-
berbatch and Strange have crossed
dimensions already, a quirlk of intellec-
tual property rights meaning the char-
acter was last seen in the till-ringing
Spider-Man: No Way Home. That movie
was produced by Sony ina different cor-
ner of the business multiverse from
Marvel'’s parent company, Disney.

The film reflects the newest phase of
Disney’s dominance. A sprawling cos-
mos of parallel realities makes a neat
likeness for the Marvel model — one
that increasingly spans movies and TV.
In an assertive bit of cross-pollination,
the antagonist here is witchy Wanda
Maximoff ( Elizabeth Olsen), herself last
seen in streaming spin-off WandaVision.
A spoiler warning: her double-edged
persona has now turned wholly wicked.
You will need a Disney+ subscription to
understand why. Anything less willonly
heighten the nagging feeling that so
often comes with the massed backsto-
ries of Marvel, that of sitting an exam
after not enough revision.

Disney ventures into new dimensions

Even Cumberbatch at times looks
confused. His spry performance holds
the movie together, the coiffured
arrogance of his former surgeon landing
in the sweet spot between comic preen

and lonely pathos. Despite the dead
weight of assumed knowledge, the basic
plot is so simple —one long chase —asto
leave Raimi space to have fun as well.
The first Doctor Strange came with a

Above: from left,
Xochitl Gomez,
Benedict Wong
and Benedict
Cumberbatch

in ‘Doctor
Strange in the
Multiverse of
Madness’. Left:
Joe Corré takes a
torch to punk
memorabilia in
‘Wake Up Punk’

Featured speakers include
Henry Kissinger Rana Foroohar
Roula Khalaf Martin Wolf
Henry Timms Chimamanda
Ngozi Adichie
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psychedelic tint. The sequel nudges into
the far-out too. At one point, Cumber-
batch plummets through a string of
oddball universes, morphing en route
into a gloop of brightly coloured paint.

Youwant more of that kind of madcap
invention. What you get instead still
feels novel for the context, a haunted
house of horror imagery from a gambo
of sources: Raimi’s own filmography,
Carrie (a lot), even Cumberbatch’s role
inthe celebrated Danny Boyle stage pro-
duction of Frankenstein.

It can be easy to get carried away with
signs of independent thinking from a
Marvel movie. The house style remains
sacred: headachy green-screen, grunt-
ing battles, knowing quips. “We’ll get
you back on the lunchbox,” a sweet-
talking Strange tells Wanda. It all comes
back to merch. But Raimi’s affable
creepshow at least tweaks the formula —
and 10-year-olds may now pause
unnerved for just a moment before
retrieving their carrot sticks.

InUK and US cinemasnow

‘Where would we be without chemistry?
The title of Bourne-ish thriller The
Contractor suggests a solo operation,
and the story finds chris Pine cast as
James Harper, a US special forces lifer
left out in the cold. Pine is that under-
rated resource, a credible action hero
who can convince as a human being.

But the film leans hard on adouble act
too. The cue is Hell or High Water, the
fine 2016 neo-Western in which Pine
and Ben Foster played Texan brothers
fallen on desperate times. The Contractor
isn’t a patch on that film, but someone
behind the scenes was clearly a fan, reu-
niting the pair and providing the
movie's best moments in the process.

still, Pine takes centre stage, his per-
formance mirroring the brisk efficiency
with which the story unpacks itself. See
James the doting husband and father;
James the hyper-competent soldier,
managing a knee wrecked in action;
James brusquely discharged for illicit
use of painkillers. What that leaves is
the lucrative murk of the private mili-
tary, now home to former comrade Fos-
ter. Here the characters aren’t biological
brothers, but fraternally bonded any-
way. The easy mesh of the actors sells us
the relationship: Foster the tinder-dry
jokerto Pine’s quiet man.

In Hell or High Water the plot unfolded
in the aftershock of the 2008 financial
crash. Now the economic crisis is that
facing American veterans. Enter Kiefer
Sutherland as the garrulous boss of a
private security firm.

The real world lends the movie gravity
— but only for so long. With Pine and
Foster sent to Berlin on a rabbit-hole
mission, director Tarik Saleh pivots into
a straightforward shoot 'em up. No dis-
aster. S8aleh isgood at the visual mechan-
ics, adroit in using a real city as back-
drop. Chaos deftly spills across Alexan-
derplatz and the banks of the Spree.

Beneath The Contractor is the trace ofa
more ambitious film, one that would
have driven the dramatic stakes higher
than the curiously muted affair we end
up with. Pine and Foster make it pop
even then — but, as their characters
learn, not every job deserves profes-
sional excellence.

On Prime Video in the UK now

The Israeli air strikes on the Gaza Strip
of May 2021 were not subject to censor-
ship. The international press reported
every day of the bombardment, begun
inresponseto Hamas rocket attacks, fol-
lowing in turn the eviction of Palestini-
ans from contested East Jerusalem. TV
news broadcast the images of crumbled
apartment blocks that open the sorrow-
ful documentary Eleven Days in May.
Then the world’s attention moved on.

A year later, British director Michael
Winterbottom and Palestinian film-
maker Mohammed Sawwaf do what the
news cycle is not designed to. They

rewind, pause and begin again, slower
now and in scalding close-up.

At least 60 children were killed in that
week and a half. Sawwaf and Winterbot-
tom take a powerfully stripped-down
approach, focused not on the political
and religious justifications but only the
timeline of loss. A mosaic of eulogies to
those children is patiently created. Sur-
viving parents and siblings appear, but
the tributes are mostly built around
family snapshots and camera-phone
videos, with brief biographical sketches
narrated by Kate Winslet.

This child, we learn, was 13 years old
orfive, 17 or two; they taught their sister
to swim or loved cats or supported Real
Madrid; some among the teenagers
planned to study pharmacy or journal-
ism. They died buying vine leaves for
dinner or playing with friends or while
they slept. Sometimes the film cuts to
brief social media footage of the same
child, bloodied and unmoving.

Cumberbatch plummets
through universes,
morphing into a gloop of
brightly coloured paint

The effect is as stark as it sounds, a
quiet howl of outraged humanism.
Amid the endless misery of Gaza, hawlk-
ish voices may ask: why discuss children
alone? The answer surely lies in those
fleeting biographies, so short they could
only be a prelude to the future, yet the
lives concerned are still somehow fod-
der for a 55-yearwar.

The ceasefire came on May 20. Both
Israel and Hamas declared victory.

In UK cinemas now

TheSex Pistols credit card was launched
by Virgin Money in 2015. One design
featured the artwork for their debut sin-
gle “Anarchy in the UK”, another the
cover of their album Never Mind the Bol-
locks, Here's the Sex Pistols. For the punk
true believer, things only got worse the
following year, the subculture’s 40th
anniversary attracting a Museum of
London retrospective supported by
thenmayor Boris Johnson.

Doctor Strange In the Multiverse
of Madness

Sam Raimi

Fokdedrde

The Contractor
Tarik Saleh
Fedodfede

Eleven Days Iin May
Michael Winterbottom, Mohammed Sawwaf
E 2 8 8 0-

Wake Up Punk
Nigel Askew
ook

Arson was perhaps to be expected.
The job fell to Joe Corré, son of late Sex
Pistols manager Malcolm McLaren and
fashion designer Vivienne Westwood. In
2016, Corré set fire to an estimated
£5mn worth of original memorabilia,
including many Westwood pieces from
fabled clothes shop Sex.

The stunt was pitched as a protest
against the commodification of punk,
the related evils of consumer capitalism
and the fetishisation of the past. sSix
years later, the whole shebang is docu-
mented in Nigel Askew’s mixed bag ofa
film, Wake Up Punk. The time lag feels
of a piece with the general air of a movie
being made by accident, another layer
of irony in an attack on nostalgia likely
todraw a crowd of nostalgists.

But the thesis that emerges — ayoung
generation still short-changed by the
old — is hard to argue with. And West-
wood remains a bracing nonconformist,
her ideas pearls of unconventional wis-
dom. Prophetic too. she points out the
doleful fate of punk’s rebellion, folded
intoa traditional English self-image: Sex
Pistol John Lydon would soon declare
himselfa Brexit supporter, Prime Minis-
ter Johnson a fan of The Clash.

Italso becomes clear just how much of
the movement’s real jagged edge was
always down to her, a contribution side-
lined by cultural historians. The woman
herself seems untroubled. For her at
least, hindsight truly is best left in ashes.
In UK cinemas now and on digital release

Jfrom May 9
Left: Chris Pine
plays a soldier
in crisisin ‘“The
Contractor’.
Below: ‘Eleven

— = Daysin May’

— tells of lives cut

short in Gaza
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FT BIG READ. TURKEY

An economy in turmoil offers a loose alliance of rivals its best chance to oust the president yet,
but critics worry they will make a historic mistake by choosing the wrong candidate to face him.
By Laura Pitel

From left, three
prominent members
of the opposition:
Ekrem imamo;
Kemal Kiligdar

and Mansur
FTmo

f there were any doubts about

Kemal Kiligdaroglu’s determina-

tion to be the man to take on Tur-

key’s president, Recep Tayyip

Erdogan, they were dispelled when
he took the podium of the nation’s par-
liamentlast week.

Addressing fellow members of his
Republican People’s Party (CHP), the
bespectacled 73-year-old declared he
was gunning for a “big fight” against the
rising poverty, crushing inflation and
painful injustice that are ravaging the
country. With a critical election due
within the next 13 months, he warned
unnamed rivals within his opposition
alliance: “Eitherjoin me or get out of my
way.”

The former bureaucrat, who has led
the party of Turkey’s founding father,
Mustafa Kemal Atatiirk, since 2010, has
undergone a transformation in recent
years. Long mocked by Erdofan as a
serial loser at the polls, he oversaw a
stunning victory in municipal elections
in 2019 when the opposition won con-
trol of Istanbul, Turkey’s biggest city,
and Ankara, its capital.

Most importantly, he is credited with
building and holding together a diffuse
alliance of opposition parties united
behind the goal of defeating the man
who has spent almost 20 years at the
country’s helm, first as prime minister
and then as president.

That decision to work together —
combined with simmering public dis-
content over the state of the economy
and growing unease about the country’s
3.6mn Syrian refugees — offersthe pres-
ident’s rivals their best ever chance of
victory, according to political analysts.

Berk Esen, a visiting fellow at the Ger-
man Institute for International and
Security Affairs in Berlin, believes con-
ditions should be ripe for a historic
change. “The ruling party is divided,
you have the opposition coming
together. The economic situation is
really worsening and I don’t see how
Erdoffan canreverse this cycle,” he says.

And yet, with the crucial vote due
sometime before June 2023, there is
growing concern that the alliance risks
squandering the opportunity that lies
beforeit.

Russia’s invasion of Ukraine has
amplified the misgivings. Although the
war has put fresh strain on the Turkish
economy, which risks being hit by soar-
ing oil and gas prices, it has also boosted
the importance of Turkey in the eyes of
fellow Nato members after years of
tension with the west.

Erdogian has taken the opportunity to
play a role as mediator between Kyiv
and Moscow and, while striving not to
anger Vladimir Putin, has limited the
Russian military’s use of Turkish waters
and airspace. A defence company co-
owned by his son-in-law supplied
armed drones to Ukraine. The Turkish
president enjoyed a small bounce in the
pollsin March as the crisis burnished his
image as an important international
player, though there are signs this is
already fading.

The outcome of last month’s Hungar-
ian elections, where an alliance of six
opposition parties failed to beat Viktor
Orban, offered further warnings.

“If you asked me last year, I would
have said: it’s in the bag, Erdogan is
going to lose,” says one opposition

The race to defeat Erdogan

official. “Now I'm much less sure.” The
biggest fear for some in the opposition is
that Kih¢darofilu will insist on nominat-
ing himself to run against Erdogan —
and that the Turkish president will eat
him alive,

Kiligdaroglu “is dying to run”, says a
senior official from one of the five other
opposition parties working together
with the CHP. “I have no doubt that he
would make the best president of all of
the possible candidates. But he has the
lowest chance of winning.” Esen sees
Kiligdaroglu as “a great kingmaker” but
argues: “He’snota king,”

Statesman, firebrand, kingmaker

Whoever is chosen to run against the
Turkish president will face a wily and
experienced politician who remains one
of the country’s most popular political
figures despite having ushered in runa-
way inflation that reached almost 70 per
centin April.

In recent years, Erdogan has also
gained unprecedented control over
Turkey's institutions, from the courts to

Tf'you asked me last year,
I would have said: it's

in the bag, Erdogan is
going to lose. Now I'm
much less sure’

the central bank, and has repeatedly
used those powers to manipulate the
electoral system in his favour. In March,
he changed the country’s electoral laws
in a way that could politicise the over-
sightofvote counts.

Thelast two attempts to defeat him in
a presidential contest failed miserably
when the largely secular opposition
failed to win over his religious, conserv-
ative base, even as younger and more
urban voters grew disillusioned with his
government. The last time the opposi-
tion fielded a joint presidential candi-
date, in 2014, Erdogan won by a 13-
pointmargin.

Yet opinion polls consistently suggest
there are two potential candidates who
could secure a clear win in a head-to-
head race against the 68-year-old presi-
dent. They are Mansur Yavag and
Ekrem imamoglu, the opposition may-
ors of Ankara and Istanbul.

Yavas, 66, has achieved sky-high
approval ratings by focusing relent-
lessly on improving public services ina
city that was for years run by an eccen-
tric Erdogian ally who wasted public

money on statues of dinosaurs and a
giant theme park.

Conservative and nationalist, but also
reserved and statesmanlike, Yavas is
well placed to win over Erdofan voters,
his supporters argue. He could also
oversee the opposition’s plan to abolish
the presidential system of governance
that Erdogan instated in 2018 and
restore therole of parliament.

“He could be a great father figure to go
down in history as the guy who put Tur-
key back to a normal regime,” says Suat
Kimkhoglu, a former ruling party mem-
ber of parliament who ran one of Yavas's
previous electoral campaigns. “He
would be willingto play thatrole.”

Most political analysts, however, see
Istanbul mayor imamoglu as the
stronger candidate. The 51-year-old, a
self-described social democrat who can
recite from the Koran, is more overtly
political and has the potential to appeal
to a broader spectrum of voters.

“He’s popular, he’s young, he’s ener-
getic. He can handle Erdogan and
Erdogan would look old facing him,”
says Ali Carkoglu, a political scientist at
Istanbul’s Koc University. “He loses his
temper from time to time but that’s
even a good selling point in Turkish pol-
itics.”

imamoglu hasalso chalked up experi-
ence of fighting contested elections.
That matters when many in the opposi-
tion are fearful that Erdogan will resort
to underhand tactics in a bid to hang on
to power. In 2019, when imamoglu was
narrowly elected mayor of Istanbul, a
job Erdogan himself used as a spring-
board into national politics, the presi-
dent cancelled the results of the elec-
tion, claiming fraud. imamoglu won the
rematch by a landslide.

But the mayor’s opponents claim he is
“too ambitious” to be trusted with the
task of dismantling the powerful execu-
tive presidency Erdogan has built for
himself — a task that would require the
winning candidate to work actively to
undermine the importance of their own
role.

“He could be another Tayyip
Erdogian,” says a senior official at one of
the smaller opposition parties. “No one
wants that. Once you're in that job, with
all those powers, you can do anything
you want.” Asked to comment on that
jibe, a person close to imamoglu said his
only shared traits with Erdofian were a
Black Sea heritage and a stint playing
football in his youth. “Apart from those
two things, they have nothing in com-
mon.”

Besides the statesman Yavag and the

‘ Possible election scenarios

Who would you vote for if the candidates in the second

round of a future election were as follows?

Undecldedl Protest vote

Erdodan 36.5 I
Erdogan 40.8
Erdogan 41.9
Erdogan 42.5

0 20

Source: Metropoll

Yavas 53.9

imamoglu 49.7
|
Aksener 43.8
|

populist imamoglu stands the more
technocratic Kiligdaroglu. Though it is
rarely openly discussed, many believe
that the fact that Kihigdaroglu hails from
Turkey’s Alevi minority — which has a
long history of tensions with the Sunni
Muslim majority — would be ruthlessly
exploited by Erdogan to mobilise his
voter base.

Though he has recently discovered a
taste for acts of civil disobedience —
such as refusing to pay his electricity bill
in protest at rising prices — critics say
Kibigdaroglu lacks the charisma to ener-
gise the electorate and beat a street
fighter like Erdogan. Kil¢daroglu and
his allies counter that popularity should
not be the sole criteria. “We are not
electing a popstar,” he told journalists in
December. “It needs to be someone
who can both hold the alliance together
and oversee the transformation of
thestate.”

Even so, in order for the state to be
transformed, the opposition must first
win power — and there are plenty who
say they must not only win, but win big
to avoid the messy scenario of a con-
tested outcome.

“It’s not at all clear that Erdogian is
willing to step down if he loses,” says one
western diplomat. “It could be very
fraught — especially if the result is
close”

Horse-trading

The final decision will ultimately come
down to a behind-the-scenes negotia-
tion between the group of opposition
leaders known as the “table of six”. As
the second most powerful leader at that
table, Meral Aksener, head of the right-
wing I¥I party, will play a critical role.
She has ruled herself out as a presiden-
tial candidate, saying she would prefer
to be prime minister in a future opposi-
tion government.

According to one senior IYI official,
Aksener is eager to field a challenger
who could easily beat Erdogan in the
first round of a presidential race, rather
than risking a run-off. There are signs
she favours imamoglu, whom she last
year compared to Mehmed the Con-
queror, the Ottoman Sultan who cap-
tured Constantinople in 1453,

But like her counterparts in the
smaller parties of the alliance, she must
make a complicated calculation about
which candidate can win and which best
suits her own political ambitions.

Beyond the horse-trading, a key con-
sideration is the need to appeal to Tur-
key’s large Kurdish minority. The pro-
Kurdish Peoples’ Democratic party
(HDP), which is expected to secure
around 12 per cent of the national vote,
is not part of the alliance — it is consid-
ered too toxic, especially by the right-
wing parties, due to what the govern-
ment calls its links to an outlawed
Kurdish militia.

But any opposition candidate will
need the HDP’s blessing, which explains
why Erdogan has sought to drive a
wedge between the party and the rest of
the opposition. A fresh military opera-
tion launched against Kurdish militants
in Northern Iraq in April, and broadly
supported by every major party
except the HDP, is already serving
that purpose.

Of the three men, Kiligdaroglu or
imamoglu are more likely to appeal to

The presidential
contenders

Kemal Kiligdaroglu, 73

Leader of the Republican People’s
Party (CHP)

Fans say: Elder statesman perfectly
placed to hold together a diverse
alliance of parties — and to oversee
the refurn to a parllamentary
system.

Critics say: He cannot win.

Ekrem Imamoglu, 51

CHP mayor of Istanbul

Fans say: Popular, energefic
politician who can appeal fo
religious conservatives and Kurds.
Critics say: His personal ambition
risks upsetting the delicate balance
in the alliance.

Mansur Yavas, 66

CHP mayor of Ankara

Fans say: Has gravitas and the
ability fo pull conservatives and
nationalists away from Erdodan’s
ruling alliance.

Critics say: As a former member of
an ultranationalist party, he will
struggle to win over Kurds.

The powerbrokers

Meral Aksener, 65

Leader of the rightwing IYI party
Has ruled herself out as a
presidential candidate but could
play crucial role in deciding the
nominee. Must balance her own
desire to become a powerful prime
minister in a future coalition
government (easier with a weaker
president) with the need to pick a
strong winner.

Selahattin Demirtas, 49

Jailed former leader of the pro-
Kurdish Peoples’ Democratic Party
(HDP)

Iconic among the country’s Kurdish
voters, he ran in the 2018
presidential election from his prison
cell. Could choose to throw his
welght behind a joint presidential
candidate, upping their chances of
beating Erdogdan in the first round.

Demirtas and Aksener are pictured
below

the HDP base, according to Reha
Ruhavioglu, director of the Kurdish
studies Center in the Kurdish-majority
city of Diyarbakir. Yavag, the Ankara
mayor, is a former member of an ultra-
nationalist party, which would probably
alienate Kurdish voters. The HDP’s
jailed former leader, Selahattin
Demirtag, has signalled that his first
choice would be the “inclusive”
imamoglu.

Waiting game

Whether or not Kiligdaroglu ends up
being the one to face Erdogan, he will be
critical to the opposition’s efforts to nav-
igate the choppy waters ahead.

“He is the one keeping all guys at the
table together, says Ayse Cavdar, an
anthropologist who has spent decades
researching religious conservatives in
Turkey. Kihgdaroglu could win, she
believes, if imamoglu offers his “very
strong” public backing.

imamoglu, a CHP member, has
repeatedly doffed his cap to the party
leader inrecent weeks, while also saying
he trusts the six opposition leaders to
malke “the right decision” on the even-
tual candidate.

Yet for now, the opposition has sought
to delay the process. Ozer Sencar, head
of the polling agency Metropoll, worries
that it is wasting precious time. Erdogian
could yet decide to call a snap electionin
the autumn, he says, if the president
thinks conditions are favourable
enough or that he can mitigate them,
perhaps with a slew of populist givea-
ways such as a fresh increase to the
minimum wage.

If so, he warns, the opposition will
have left it very late to begin the huge
task of getting a campaign up and run-
ning and, in particular, putting together
an economic programme that convinces
the public that they can fix the economy
— something polling suggests they have
sofar failed todo.

Kihgdaroglu's detractors suspect him
of delaying on purpose in the hope that
he will narrow the polling gap with his
rivals. They accuse him of surrounding
himself with loyalists who laclc the guts
to confront him with the truth that he is
too risky a choice to be the campaign’s
frontman. The danger, they say, is that
Kih¢daroglu and his allies make a his-
toric miscalculation by insisting that he
should be the candidate.

Thatview is rejected by Fethi Acikel, a
member of the CHP executive commit-
tee who insists his party chair fully
grasps what is at stake. “Of course he is
the natural candidate forus and will not
shy away if nominated,” Acikel says.
“ut don'’t forget that, in past elections,
he has allowed others to run instead of
him. He is both very strategic and very
humble. He knows we need to win.”

Like many of Kihgdaroglu’s support-

ers, Aqikel argues the party leader
“deserves” the candidacy in recognition
of the work he has done for Turkish
democracy inrecent years.
But, if he is to break Erdofan’s grip
on Turkish politics, critics say that
will simply not be enough. “He
deserves it, it's true,” says Sencar,
the pollster. “But is it more impor-
tant to be the candidate, or to win?”

Additional reporting by
Funja Giiler
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There is no easy way to
undo a ruling that would
hobble access to abortion

It is hard to overstate the magnitude of
the leaked Supreme Court draft major-
ity opinion to overturn Roe vs Wade.
The landmark decision has enshrined
the constitutional right to abortion for
almost 50 years, supported by roughly
two-thirds of Americans. The draft sug-
gests the court will completely reverse
the 1973 decision, which was always an
imperfect fudge. As with pregnancy
itself, it seems conservative justices
deem there can be no half measures.
The effect will be to deprive millions of
women in abortion-hostile states of a
right taken for granted in nearly all
democracies, leaving a patchwork of
states where abortion will remain legal.
Justice Samuel Alito’s argument to
allow states to restrict abortion after
half a century of nationwide protection

is a radical departure from accepted
court practice, in the ostensible pursuit
of jurisprudential purism; a stark exam-
ple of the perfect being the enemy of the
good. Cloaked in the mantle of federalist
freedom, it will deny women bodily
freedom, as conservative states rush to
enact laws to ban or severely curtail
abortion, including after rape and
incest. At least half of states are
expected to do so if Roeis reversed.

But outlawing the procedure will not
stop abortions, just safe ones. Bans con-
demn women — particularly the poor,
rural or vulnerable who cannot travel to
other states — to unimaginable choices:
between dubious pills and knitting nee-
dles; between treatment for a botched
procedure and fear that an abortion
provider will face life imprisonment —
the same sentence arapist might face.

This in a country that despite its
wealth and medical advances suffers
from one of the highest maternal and
infant mortality rates in the developed
world — where race makes a dispropor-

tionate difference to outcomes. Curtail-
ing abortion will merely cement these
appalling statistics. Easy access to sex
education, contraception, social care,
midwifery and parental leave — all poli-
cies that could help reduce abortion in
the first place — is already patchy.

If Roe is overturned. other protec-
tions that followed it will be vulnerable.
Contraception and gay marriage are
among the rights that could also be tar-
geted by a conservative-dominated
court that is morphing into a berobed
legislature that cannot be unseated.

The question is what can be done
about it. The answer must start with an
understanding of how America’s apex
court feels able to go against public
opinion with such impunity. It has been
the work of decades of Christian activ-
ism and planning. Meanwhile, lawmalc-
ers have been reluctant to codify abor-
tion — hence the need for a court-made
compromise in the first place.

There is no easy way to undo Roe’s
reversal. The obvious remedy is a fed-

The only lasting
solution will be
to out-organise
the Christian
right. On this,
Democrats have
been amateurs

Reversing Roe vs Wade would shatter women's rights

eral law enshrining the right to choose,
but that would not clear the Senate’s 60-
vote filibuster. Democrats willundoubt-
edly use the ruling to galvanise voters in
November’s midterm elections. But
there could be a high turnout for Repub-
licans among Bible-belt enthusiasts.

The danger is America heads towards
acritical impasse where the inbuilt veto
power of the minority frustrates the
majority. Every step available to the
Democrats, such as expanding the court
from nine to 15 justices, or imposing
term limits on federal judges, is fraught.

The beauty of the system has been
flexibility. But its success rested on
informal conventions that no longer
hold, including judges’ integrity and
rewards for bipartisanship. The only
lasting solution will be to out-organise
the Christian right. Sentiment is little
match for the power of organisation. On
this, Democrats have been amateurs.
America's viability as a liberal democ-
racy will depend on their ability to cor-
rectthatglaring defect.

Opinion Data Points

Americais atrisk of
exacerbating its most

shameful statistic

John Burn-Murdoch

Repealing Roe vs Wade would give millions of US women less

access to abortion than many Sub-Saharan African countries
Changes fo abertfion laws in selected countries since 2000
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f the US Supreme Court goes

ahead with the repeal of Roe vs

Wade later this year, the fallout

will be far-reaching. Abortion

would almost certainly become
illegal or heavily restricted in 22 states
and would be under severe threatinat
least four others.

As such, 27mn women of childbear-
ing age would have their reproductive
rights rolled back by 50 years. By this
summer, mostof them may find them-
selves living under broadly the same
abortion rules as those in Sierra
Leone, Congo-Brazzaville and just 22
other countries worldwide.

The most damning part of such an
enormous backward leap is who
would bear the brunt of the ban, and
whatthis tells us about the direstate of
maternal health in the world’s richest
healthcare system.

In 2019, there were 23.8 abortions
carried out per 1,000 non-Hispanic
black women in the US, compared to
11.7 among Hispanic women and 6.6
among white women. In 1994, one in
four US abortion patients had an
income below the federal poverty line.
By 2014, it was one in two. In other
words, a ban would disproportion-
ately affect black women and those
least able to afford to cross state
boundaries for the procedure.

The negative socio-economic im-
pacts of unwanted births are well-es-
tablished. A study led by Diana Greene
Foster at the University of California,
San Francisco found that US women
denied an abortion are more likely
than peers who receive one to experi-
ence long-term economic hardship.

Women'’s health is also at stake.

Many think abortion a much riskier
procedure than birth but this is wrong.
In 2020, 861 US women lost their lives
during or immediately after preg-
nancy, for a rate of 23.8 maternal
deaths per 100,000 live births. Over
the past six years, there have been 0.41
abortion-related deaths per 100,000
legal abortions, an almost 60-times
smallerrisk.

Along with deaths from guns and
opioids, maternal mortality must rank
as one of the US's most shameful statis-
tics. Its rate 0f 23.8 deaths per 100,000
live births ranks 36th out of the 38
OECD countries, behind the likes of
Chile, Turkey and Lithuania, and ahead
of only Colombia, Latvia and Mexico.

Moreover, the maternal mortality
rate for non-Hispanicblack US women
is more than double that, at 55.3 deaths
per 100,000. So the group most likely
to be directly affected by a ban would
also pay a far steeper cost in terms of
health. An invaluable 2021 study by
sociologist Amanda Jean Stevenson at
the University of Colorado, Boulder,
quantified thisata 33 per cent increase
in pregnancy-related deaths among
black women following a ban,and a 21
per centrise across women of all races.

As is almost invariably the case,
when something bad happens in the
US, it happens disproportionately to
black people and those on low
incomes. The repeal of Roe vs Wade is
noexception, though the harms will be
felt by every woman. The US may
claim to be a developed nation, but
when it comes to women's health, this
could not be further from the truth.

Jjohn.bum-murdoch@ft.com

Black US women die during childbirth at exceptionally high
rates, comparable to those seen in many developing countries
Pregnancy-related deaths per 100,000 live births, OECD countries
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Privatising Channel 4 will needlessly weaken UK media

Despite the welcome sweeteners to
assist public service broadcasters in
the white paper (“Television rules
revamp to offer more bargaining power
to BBC, ITV and C4”, Report, April 28),

youth audience of any channel, is
building financially buoyant online
services to underpin its broadcast
output, and last year generated its
biggest ever surplus — in marked

and commission content from all over
the UK (what some might call levelling
up). It does these things — and most of
the really interesting and pioneering
ones lose money — because it is not

a hugely successful and profitable
industry that projects a powerful and
attractive image of “global Britain”.
This proposal is not just about the
future of C4; it is about the core

nothing detracts from the very contrast to Netlfix and some of the only publicly regulated but publicly structure of our media and therefore of

unwelcome and profoundly ill- other much-vaunted streaming owned. It can afford to take risks our culture. To needlessly wealcen that

informed decision to sell Channel 4 services that are suddenly revealing because it carries no debt norneedsto | structure — whether it is motivated by

to a private bidder. the fragility of their business models. satisfy the whims of shareholders or — | agovernment desire for revenge, as has
The assertion by Julia Lopez, Channel 4 has contributed to the it’s likely fate if privatisation goes been suggested — is an act of

minister of state for media, data and global success of British television over | ahead — the whims of some media irresponsible self-harm.

digital infrastructure, that C4 needs the past 40 years. This is because it has | mogul on the west coast of the US. Patrick Younge

private ownership to survive is had a clear public-service obligation to The public-service media structure is | Chair, British Broadeasting Challenge

ludicrous. It has by far the biggest address attitudes, engage audiences the foundation on which has been built | London W35, UK

Why breaking up HSBC savx | Heresasimple reform for | One-on-one is not the only

should not be hard to do

Announcing first-quarter results last
week, HSBC group chief executive Noel
Quinn presented an upbeat picture of
the bank’s performance. Yes, profit
before tax was down but reassuringly,
he said, “our strategy is on track”.
Further, he was “encouraged” by

the first-quarter outcome.

In February last year Quinn stated
his strategic goal was “to move the
heart of the business to Asia”. So the
numbers revealed — reported profit
before tax of $4.2bn to which Asia
contributed $2.8bn and the UK $1.2bn
— should provide proof of strategic
success. Sadly, it is evidence of
continuing strategic failure.

Since the acquisition of Midland
Bank in 1992, successive HSBC
leaders have sought to dilute the
Asian contribution to the group’s
profits and utterly failed as the latest
results attest. Vast resources have
been squandered in pursuit of what
was at one point advertised as
“The World’s Local Bank™,

It is unsurprising in these
circumstances that major shareholder
Ping An should be encouraging the
HSBC board to break up the group
(“HSBC break-up call as biggest
investor grows weary of century-old
dual focus”, Report, April 30).

Over the years there have been
occasional debates about restructuring
with one group chief executive,
Michael Geoghegan, planning to move
the head office to Hong Kong before
he left the group in December 2010.

Quinn’s words at the HSBC annual
general meeting in London on April 29
underlined the confusion between the
group’s aspirations and the reality.
The group, he insisted, is “a global
institution serving our clients on a
global basis™,

HSBC had a worldwide presence, he
said, “one of those is Asia, one of those
is the Middle East and one of those is
the UK”. That does leave a few
significant gaps.

Time to listen to Ping An. Breaking
up should not be hard to do.

David Hall
Former Head of Communications for Asia,
HSBC, Hong Kong

Hong Kong government
must also back the split

The political risks of being a UK and
aHong Kong bank is increasing for
HSEC (Report, May 4). It should not be
just Ping An calling for the bank to be
split up. The Hong Kong government
should also make the same request.
HSBC is the largest bank in Hong
Kong. The turbulence to the financial
system in Hong Kong can be reduced
after the split in case of any economic
sanctions imposed by the US and UK
on China and thus Hong Kong.
Tony SKLi
Hong Kong

Extending sanctions to
ship insurance poses risks
Gillian Tett (Opinion, April 29)
suggests that the global impact of
sanctions against Russia could be
enhanced by bans on the provision

of property and indemnity (or liability)
insurance to vessels carrying

Russian oil.

The impact of UN Security Council
sanctions on maritime transportation
was considered during a symposium
hosted by singapore and Australia in
September 2014.

At the time, the UN Security
Council sanctions on Iran included,
under resolution 1929 (2010), a
requirement that states prevent the
provision of insurance or reinsurance
of activities that could contribute to
Iran’s nuclear programme.

A subsequent Security Council
report, prepared with the support of
King’s College London, included a
number of practical proposals that
insurers could adopt.

These covered screening of entities,
which might for example be shipping
or trading companies, so that during
the course of a policy’s validity,
insurers could check whether an
entity had been designated under the
sanctions regime, and how in that
event a policy is terminated.

The report made the point that it
was in the interests of society asa
whole to ensure that vessels had access
toreliable insurance that would cover,
for example, an oil spill.

Port authorities generally require
evidence of liability coverage before
Ppermitting vessel entry and denying
access to those with policies offered
by reputable companies could drive
vessels to seek substandard policies
that might not pay out as required in
the event of an accident.

There are of course no UN security
council sanctions on Russia, but the
point may still apply.

Jonathan Brewer
Visiting Professor, King's College London
New York, NY, US

Britain’s tax domicile rules

The Chartered Institute of Taxation
rightly points out that a residence
test on its own will not be a
satisfactory replacement for the
current domicile test (“Non-dom
reforms require more than a residence
test”, Letters, April 29).

An alternative approach might be
to retain the domicile test but to
abolish “domicile of origin”,

This provides an individual with
his or her father’s domicile
automatically at birth. Also whena
domicile is abandoned (without a
new one being established), the
domicile of origin is revived.

This change would eliminate
unexpected outcomes that give rise
to public outrage.

This reform was recommended
by the Law Comumission in 1985
but never implemented. Maybe it
should be revisited as a simple but
effective reform.

John Wosner
London NW4, UK

Time to make disclosure
of food waste mandatory

Last week British prime minister Boris
Johnson called on his cabinet to come
up with new “non-fiscal” ideas for
tackling the rapidly escalating cost of
living crisis (“Cabinet split over cutting
food tariffs after grocery bills climb
5.9% ina year”, Report, April 27).

Here's another idea for the prime
minister — and it doesn’t have to cost
him a penny: release the (much
delayed) consultation for proposed
regulation mandating UK businesses
to publish their food waste data.

According to recent statistics, the
UK food industry wastes 3.6mn tonnes
of food each year that was originally
intended for consumption.

Meanwhile 7mn people across the
UK are struggling to put food on the
table, a number that will no doubt
rise as the economic storm clouds
continue to gather.

Mandatory disclosure of food waste
data would have a transformative
impact on the vohume of food
redistributed across UK communities
— helping it reach those people who
need it, instead of ending up in the bin.

At a time when many families are
struggling to afford to eat, it is simply
criminal that British businesses are
continuing to get away with
astronomical amounts of food waste
without facing any repercussions.

The redistribution of food waste
alone won't solve the UK’s food poverty
crisis, but more accountability among
our biggest commercial organisations
would be an important and long
overdue step in the right direction.
Tessa Clarke
Co-founder and Chief Executive
Olio free-sharing app
Hullavington, Wiltshire, UK

approach to mental health

‘With one in six children now suffering
with mental i1l health and an additional
1.5mn under-18s needing new or
additional help as a result of the
pandemic (Big Read, May 2), it is easy
to think that more counsellors and
mental health teams are the best way
to solve this crisis.

This is too slow. Digital solutions
already exist that are changing young
people’s lives. Through Covid, while
Child and Adolescent Mental Health
Services were at the brink of collapse,
our peer support app, which is shown
to have improved mental health,
provided 6,000-plus young people a
month with access to safe and
anonymeous support via their
smartphones.

It's immediately accessible and those
who use it report feeling better, less
alone and able to self-manage their
mental health. We support young
people with a broad spectrum of
disorders, from self-harm to autism,
and we engage the hardest-to-reach
young people in the UK. Of that group,
18 per cent have attention deficit
disorder, 16 per cent are autistic and
4 per cent are in the social care system.

Digital solutions are accessible,
scalable and they work. We need to
challenge the assumption that one-to-
one counselling is the only solution.
When digital solutions are ignored,
young people lose out.

Kerstyn Comley
Co-founder, MeeTvo, London SE1, UK

‘What links Steve Bannon,
Archegos and Wirecard?

Jeffrey Fessel's lament over the FT's
use of obscure words (Letters, April
29) cites, inter alia, “grifters” and
“autarky”.

Anyone who has been following the
Ppast two years’ reporting on responses
to supply chain disruptions and has
not come across autarky, or decades
of reporting on Donald Trump and
not come across grifter has not been
paying attention.

Grifter is a marvellous American
word, possibly related to graft, with
connotations of a sophisticated swindle
accomplished by skill, finesse and wit.

The pages of the FT have no shortage
of stories in which grift or grifter would
be apposite (Archegos, Steve Bannon
or Wirecard anyone?)

I will confess, however, 1had to look
up “gongorist” and “resile”,

Peter Rose
New York, NY, US

Plaudits for mining
rich seam of puns

Loved the witty headline in the
Lex column — “Rio Tinto: ferrous
weals”, (April 21).

Steve Lemon

Woodbridge, Suffolk, UK
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Expanding Nato will deepen Europe's east-west fissure

WORLD AFFAIRS

Anne-Marie
Slaughter

early three months on from

Vladimir Putin’s invasion of

Ukraine, we should all

beware the geopolitical

machinations ahead. World
leaders are contemplating the redivi-
sion of Europe in ways that will further
threaten long-term peace.

Finland and Sweden are deciding on
whether to make a formal application to
join Nato. Public opinion among Finns
and Swedes is now running over 50 per
cent in favour of joining, a sharp
upwards increase in traditionally neu-
tral Sweden and traditionally careful
Finland, which has a roughly 800-mile
border with Russia. While President Joe
Biden has been publicly non-committal,
Julianne Smith, US ambassador to Nato,
has welcomed the possibility.

All parties should take a deep breath
and slow down. The threat of Russia
invading either Finland or Sweden is
remote. Butadmitting them to the mili-
tary alliance will redraw and deepen
Europe’s 20th-century divisions in ways
that will probably preclude far bolder
and braver thinking about how to
achieve peace and prosperity inthe 21st.

Nato's immediate aim should be to
help Ukrainian forces push Putin far
enough back that he is willing to engage
in serious peace negotiations. But what
does a positive peace look like? Putin
will never come to the negotiating table
just to ratify a defeat. Turning Russia
into North Korea through sanctions will
simply push it closer to China. Moreo-
ver, a weak and humiliated Russia just
means a permanent spoiler in European
and global politics.

The real question here has to be how
to get to the best outcome for all of
Europe: a Europe “whole and free” and
“at peace”, as George HW Bush pro-
claimed in Berlin in 1989. Russia is part
of that continent. Europe ends and Asia
begins at the Ural Mountains. Historical
efforts to locate the “centre of Europe”

have landed on spots in Poland,
Ukraine, and Belarus. Russia belongs to
both Europe and Asia, but nearly 80 per
cent of its population and almost all its
major cities are west of the Urals.

The 20th-century divide between
eastern and western Europe was ideo-
logical rather than geographical. It was
the line, with subsequent adjustments,
between areas controlled by Soviet

The continent will never be
peaceful unless it integrates
Russia into its economic
and security structures

troops at the end of the second world
war and those controlled by other allied
nations. It became the line between cap-
italism and communism, democracy
and totalitarianism.

Since 1989 that line has become pri-
marily a military division between Nato
and Russia, and secondarily an eco-
nomic partition between Moscow and
the EU. Russia seeks to prevent coun-

tries formerly part of the USSR from
joining either grouping. The only way
out of that stalemate is to develop secu-
rity and economic institutions that all
European countries can eventually join.
Business leaders should think in the
same way, focusing on people rather
than geopolitics. It is striking that when
the Drucker Institute cross tabulated
the companies that rank the highest in
the Management Top 250 with Yale pro-
fessor Jeffrey sonnenfeld’s ranking of
how companies have responded to the
war in Ukraine, the best companies got
lower grades because they have not
pulled out of Russia completely. Pep-
siCo, for instance, is still selling baby for-
mula in Russia and keeping on its
employees there. These companies are
balancing their responsibilities to both
the Ukrainian and Russian people —
even if that might raise uncomfortable
questions about which side they're on.
US, UK and EU leaders should specify
that inreturn for military and economic
support, Ukraine must be willing to
negotiate about its own security gunaran-
tees, language rights for Russian-speak-
ing Ukrainians, and a future European

security architecture. Finnish and
swedish leaders should announce that
although they havelongseen the virtues
of military neutrality, Putin’s aggression
has caused them to rethink. This should
prompt new security discussions,
including a potential agreement
between the US, UK, all the Nordic
states and any other willing European
countries, to come to one another’s
defence if attacked.

Putin has made “a new European
security architecture” a dirty phrase, a
term of capitulation, as Ukrainian presi-
dent Volodymyr Zelensky regularly
suggests. But Europe will never be truly
peaceful unless it integrates eastern
European nations, including Russia,
into its economic and security struc-
tures. That will not happen with Putin in
office, nor perhaps under his immediate
successors. But let us not condemn the
Russians, the Ukrainians, the
Moldovans, the Georgians, the Belaru-
sians, and so many others to yet another
century of exclusion.

The writer is chief executive of the New
America think-tank

The Fed owes
America some
plain-speaking

Gillian
Tett

his week financiers’ eyes
have been firmly fixed on
the Federal Reserve. No
wonder. On Wednesday the
US central bank raised rates
atthe most aggressive pace for 22 years,
as Jay Powell, Fed chair, finally acknowl-
edged the obvious: inflation is “much

But as investors parse Powell’s words,
they should spare a thought for a central
bank on the other side of the world: the
Reserve Bank of New Zealand.

In recent years, this tiddler has often
beenanunlikely harbinger of bigger glo-
bal trends. In the late 20th century, for
instance, the RENZ pioneered inflation
targeting. More recently, it embraced
climate reporting ahead of most peers.

Last year, it started tightening policy
before most counterparts. And this
week itwent further: its latest financial
stability report warns of a “plausible”
chance of a “disorderly” decline in
house prices, as the era of free money
ends.

Unsurprisingly, the RBNZ also said it
hopes to avoid a destabilising crash. But
the key point is this: the Kiwi central
bankers know they have an asset bubble
on their hands, since property prices

have jumped 45 per cent higher in the
last two years and “are still estimated to
be above sustainable levels”. This
reflects both ultra-low rates and dis-
mally bad domestic housing policies.

And it is now telling the public and
politicians that this bubble needs to
deflate, hopefully smoothly. There is no
longer a Kiwi “put” — or acentral bank
safety net to avoid price falls.

If only the Fed would be as honest and
direct. On Wednesday Powell tried to
engage in some plain speaking, by tell-
ing the American people that inflation
was creating “significant hardship” and
that rates would need to rise “expedi-
tiously” to crush this. He also declared
“tremendous admiration” for his prede-
cessor Paul Volcker, who hiked rates to
tackle inflation five decades ago, even at
the cost of arecession.

However, what Powell did not do was
discuss asset prices — let alone admit
that these hawve recently been so inflated
by cheap money that they are likely to
fall as policy shifts.

A central bank purist might argue
that this omission simply reflects the
nature of Powell’s mandate, which is to
“promote maximum employment and
stable prices for the American people”,
as he said on Wednesday. In any case,
evidence about the short-term risk of
asset price falls is mixed.

Yes, the S&P 500 has dipped into cor-
rection territory twice this year, with
notable declines in tech stocks. How-
ever, the American stock indices actu-
ally rallied 3 per cent on Wednesday,
after Powell struck a more dovish tone

than expected by ruling out a 75 basis
point rise at the next meeting.

And there is no sign of any fall in
American property prices right now. On
the contrary, the Case-Shiller index of
home prices is 534 per cent higher than it
was two years ago, according to the most
recent (February) data.

However, it beggars belief that Powell
could crush consumer price inflation
while leaving asset prices intact. After
all, one key factor that has raised these
prices to elevated levels is that the Fed-
eral Reserve’s $9tn balance sheet almost
doubled during the COVID-19 pandemic
(and has expanded it nine-fold since
2008.)

And, arguably, the most significant
aspect of the Fed’s decision on Wednes-
day is not that 50bp rise in rates, butthe

A dozen years of loose
policy has left many
investors (and households)
addicted to easy money

fact that it pledged to start trimming its
holdings of mortgages and treasuries by
$47.5bn each month, starting in June —
and accelerate this to a $90bn monthly
reduction from September.

According to calculations by Bank of
America, this implies a $3tn balance
sheet shrinkage (quantitative tighten-
ing, in other words) over the next three
years. And itis highly unlikely that the
impactof this is priced in.

After all, QT on this scale has never
occurred before, which means that nei-
ther Fed officials nor market analysts
really know what to expect in advance.
Or as Matt King, an analyst at Citibank,
observes: “The reality is that tightening
hasn’t really started yet.”

Of course, some economists might
argue that there is no point in the Fed
spelling out this risk to asset prices now,
given how this might hurt confidence.
That would not make Powell popular
with a White House that is facing a diffi-
cult election, Nor would it help him
achieve his stated goal of a “soft” (or
“softish”) economic landing, given that
consumer sentiment has wobbled in
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recent months. But the reasonwhy plain
speaking is needed is that a dozen years
of ultra-loose policy has left many inves-
tors (and households) addicted to free
money, and acting as if this is perma-
nent. Moreover, since the Fed has
repeatedly rescued investors from a
rapid asset price correction in recent
years — mostrecently in 2020 — many
investors have an innate assumption
that thereisa Fed “put”.

so if Powell truly wants to emulate his
hero Volcker, and take tough measures
for long-term economic health, he
should take a leaf from the Kiwi book,
and tell the American public and politi-
clans that many asset prices have been
pumped unsustainably high by free
money. That might not win him fans in
Congress. But nobody ever thought it
would be easy to deflate a multitrillion
dollar asset price bubble.

And the Fed has a better chance of
doing this smoothly if it starts gently
and early. Wednesday’s rally shows the
consequences of stayingsilent.

gillian.tett@ft.com
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Thornhill

f the purpose of creating a govern-
mental disinformation unit is to
increase trust in the information
flow of a free society then the
launch of the US Disinformation
Governance Board did not go well.

A terse announcement last week, first
flagged in a Politico newsletter, that the
Department of Homeland Security was
setting up a specialist board to address
disinformation was followed by falter-
ing attempts to explain exactly what it
would do and how it would be run. In
essence, it appears a modest effort, led
by respected digital expert Nina Janko-
wicz, to co-ordinate different depart-
ments to focus on the issue. Buta cackle
of conspiracy theories soon erupted
among Fox TV commentators and
Republican senators. The board was

Only free societies can combat disinformation

soon equated with George Orwell’s
Ministry of Truth.

However cack-handed the launch, the
board is addressing a pressing problem:
how can democracies protect them-
selves against hostile authoritarian
nationstates intenton turning the open-
ness of free societies against them? The
issue has acquired all the more reso-
nance since Russia’s propaganda-heavy
assault on Ukraine and Elon Musk's pro-
posed takeover of Twitter. Free speech
absolutists such as Musk want to curtail
almost all moderation of online content.
That amounts to unilateral disarma-
mentondisinformation, say critics.

The obvious problem with disinfor-
mation is how to categorise it. The con-
jugation tends to go: I believe trusted
information, you are misled by misin-
formation, and they propagate disinfor-
mation. But even one-eyed sophists
would find it difficult to explain away
the Kremlin’s blatant manipulation of
western opinion. The activities of Rus-
sia’s troll factories, such as the Internet
Research Agencyin St Petersburg, have
been repeatedly exposed. Other
regimes, such as Saudi Arabia, have

unleashed Twitter trolls and even plot-
ted to recruit a mole inside the com-
pany, according to the New York Times.
The Poynter Institute for Media Stud-
ies has identified 52 countries where
governments have taken steps to coun-
ter misinformation. One of the most
interesting initiatives is in the EU. After
Russia’s seizure of Crimea in 2014, it cre-
ated the East StratCom Task Force.
With a staff of more than 40, working in

Even one-eyed sophists
would find it difficult to
explain away the Kremlin's
blatant manipulation

15 languages, the task force monitors
and exposes Russian disinformation. To
date, it has compiled a public database
of nearly 14,000 samples, ranging from
alleged British involvement in the
recent Bucha massacres in Ukraine to
claims that Covid-19 vaccines have
killed more people than the virus.

The task force’s mission is to raise

public awareness of disinformation, to
debunk false information and promote
media literacy. “Russia has been delib-
erately, constantly and systematically
targeting the EU,” says Peter Stano, the
EU'’s lead foreign policy representative.
“after 2014, memberstates wokeup.”

Although democratic governments
can help educate citizens to be more
sceptical of suspect stories — “pre-bunk-
ing” disinformation — and can debunk
conspiracy theories too, there are clear
limits as to how far they should go. Sur-
reptitious attempts to shape a partisan
narrative will backfire. Some civil soci-
etyorganisations can, and do, take a far
more proactive role. Open-source intel-
ligence organisations, such as Bellingcat,
have publicly challenged the Kremlin’s
line on the poisoning of the Russian
opposition leader Alexei Navalny in
2020 and war crimes in Ukraine.

One other intriguing example is
Moonshot, a for-profit start-up founded
in 2015, that aims to disrupt disinforma-
tion networks and challenge online
extremism. Employing the same tech-
niques that consumer companies use to
reach online customers, Moonshot

identifies internet users who read
extremist websites and engages with
them. It uses personalised advertise-
ments, encouraging these users to read
alternative materials and even speak to
counsellors. “We need to counteract
harmful speech with more speech.
These people are not necessarily
extremists, they are family and neigh-
bours,” says Vidhya Ramalingam,
Moonshot’s co-founder.

The war against disinformation will
never be won, but that does not mean
giving up the fight. For too long, demo-
cratic governments have been naive,
allowing hostile regimes to exploit the
openness of technological platforms
and free societies to peddle corrosive
lies. It is the collective responsibility of
governments, tech companies, civil
society, the media and millions of indi-
vidual users to maximise the advan-
tages of free speech. As they say in the
software business: “Given enough eye-
balls, all bugs are shallow.”

The writer is founder of Sifted, an
FT-backed media company covering
European start-ups

Twitter’s
bubbles are

ablighton
Westminster

Sebastian
Pavne

Py

oke up, fell out of bed,

dragged my thumb

through  Twitter

instead. For Westmin-

ster’s inhabitants, it is
the modern morning routine. After cof-
fee, reading the email briefings, more
coffee, the day moves on with a scroll
through the news feeds. And that is
when the outrage descends.

The UK’s political bubble, itself con-
tained within Twitter’s self-selecting
bubble of users, is becoming insuffera-
ble. What was once an easy way of
exploring the news — and an irreverent
way of debating it — has turned into a
factional cesspit. There is no irony,
nuance or compassion for altering
points of view. But its damage to the
politics and policy is real and deep.

For MPs, Twitter has become a con-
stant focus group on what (allegedly)
matters: moreimmediate than scaveng-
ing through postbags, far less time-con-
suming than knocking on doors. Find-
ing out what colleagues, journalists and
voters think has never been easier. Yet
Twitter is phenomenally unrepresenta-
tive. According to the London School of
Economics, Twitter has 16mn UK users
and the largest demographic is 18 to 29
year-olds. During the last election, the
Hansard Soclety reckoned Twitter
skewed significantly towards pro-Re-
main Labour party supporters.

Its immediacy, however, is one of the
chief reasons politics has such a
shrunken horizon. Issues come and go
within hours. When a controversy or

Issues come and go within
hours. When a controversy
or gaffe starts trending,
parties are forced to react

gaffe starts trending, parties are forced
toreact. Take the government’s rail plan
published last November: nearly
£100bn, the biggest investment in Brit-
ish railways in decades. Twitter cried
betrayal because the eastern leg of High
speed 2 was paused; the rest of the
announcement was lost.

Serious policy debate is futile. Shout-
ing produces the most clicks. And the
damage is clear. Twitter convinced
Labour MPs they should nominate Jer-
emy Corbynto contestthe leadership to
“widen the debate”. After last year’s
Hartlepool by-election, Twitter
prompted a crisis for current leader sir
Keir Starmer, whose reshuffle could be
seen collapsing in real time, The vicious
army of “cybernats” — extreme online
Scottish secessionists — are a poor
advert for the independence cause.

In conversations with party insiders
who will run the next general election
campaigns, I was struck that strategists
cited Twitter as the biggest impediment
to their team winning. A figure close to
Starmersays, “If I could justdo one thing
in the party, I would get every Labour
MP off Twitter.” An influential member
of the shadow cabinet concurred: vic-
tory will be decided by “whether or not
we're a party that’s dominated by the
Twitter conversation”. The MP adds, “All
of us as MPs should spend less time on
Twitter and spend more time knocking
ondoorsin marginal seats.”

On the Tory side, the party has dis-
counted Twitter for winning votes. One
aide said, “It’s only useful to shape the
media conversation.” Boris Johnson fol-
lows the dictum of David Cameron, who
remarked, “too many tweets might
make a twat”. The prime minister never
looks at Twitter. “He’s barely spent one
minute, let alone five minutes on there,”
one senior No 10 figure says.

The obvious prescription is for MPs to
wean themselves off the dopamine hit
that comes with going viral. But aside
from the fact that a mass logging off
won't happen, some upsides would be
lost. Remnants of the old political Twit-
ter occasionally remain: informative
exchanges, interesting people, a useful
stream of news and some fun.

As this weelcs local election results fil-
ter through, Twitter will be at its worst.
If Labour makes gains, avid left-wingers
will vent: not good enough! If the Tories
make big losses, Johnson’s enemies will
call on him to resign. None of that mat-
ters. Almost nothing on Twitter really
matters. The sooner Westminster real-
ises it, the healthier politics will become.

sebastian.payne@ft.com
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Shell:
seeking a tax pax

It was a week of firsts for Shell. A new
chief financial officer, Sinead Gorman,
presented her first set of hard numbers
in its first-quarter results yesterday.
Those, too, set a precedent. The Anglo-
Dutch oil group boasted its best-ever
ebitda result in that period and the top
quarterly out-turn since June 2008.

She must help her boss Ben van
Beurden perform a triclky balancing
act. Shareholders hunger for payouts,
while some politicians hope to divert
surfeit cash flow towards other
perceived societal priorities.

Certainly, Shell gushes profit from
every unit, including its downstream
products division, which included a
strong trading result. This business’s
$2bn of ebitda gets credit for the
group’s pleasant earnings surprise.

Adjust its earnings for various write-
offs, including those for its abandoned
Russian operations, and the oil major
had returns on average capital
employed of more than 10 per cent,
well above its cost of capital. All this for
3.4 times (including net debt) its
estimated ebitda.

EP, too, had excellent quarterly
results this week. And so, some in
Westminster howl for windfall taxes.
Lex generally opposes these as
investment hindrances. But arguing
that any such tax would curb
production of oil and gas makes it
sound like a carbon tax.

That is not so far from the oil
producer’s thinking process. Shell
already weighs down any prospective
project’s internal rate of return with
carbon costs. It may well have its own
global internal estimate but says it
varies by country. That must be rising
if Furope’s emissions trading system is
anything to go by: Its carbon price
topped €91 per tonne this week, up
82 per cent over 12 months. The new
UK contract trades at a similar value.

Just tipping its overflowing free cash
flow coffers into the pockets of Shell
shareholders via increased buybacks is
hard for UK ministers to defend. A hint
of better than expected payouts later in
the year helped boost the share price
4 per cent on the day, first among its
peers. Yet a Janus-like approach by Us
and European governments to the
energy sector — harangued over both
climate change and supply shortfalls —

only encourages inertia. Eventually,
worries about economic recession
should temper commodity prices and
any fury over Big Oil’s profits. No
wonder investors are greedy for all
they can get this year.

Etsy:
fee fighters

Macramé plant holder makers of the
world unite. Online marketplace Etsy’s
decision to raise transaction fees from
5 per cent to 6.5 per cent last month led
to a shortlived seller strike. The fight
mirrors an argument over fees between
app creators and the app platforms
owned by Apple and Google. But while
regulators bear down on app fees, Etsy
sellers should brace themselves for
even higher charges.

The 18,000 or so sellers who downed
tools make up a tiny fraction of Etsy’s
7.7mn active sellers. The bid to raise
revenue has not been derailed just yet.

Etsy would like to frame the increase
as part of a plan to take on larger rivals
such as Amazon. Chief executive Josh
Silverman claims it will enable Etsy to
increase marketing, which should raise
sales all round. It also argues that it
earns its fee by showcasing creators,
processing payments and facilitating
client engagement. But the move is also
a buffer for Etsy against falling sales.

Launched in 2005, Etsy has carved
out a niche as a place where individuals
sell handcrafted items. That helped
growth at a time when larger retailers
were struggling to manage supply
chain problems. Sales of masks and
homeowners stocking up on
furnishings also bumped up revenue in
the pandemic. The company’s share
price rose more than 500 per cent
between 2020 and late 2021, enabling
it to spend $1.6bn accessing younger
customers by buying second-hand
shopping platform Depop.

But buyer growth has slowed and is
expected to go into reverse as inflation
bites. That leaves Etsy to seek more
revenue from sales. In the first quarter,
the total value of sales rose 3.5 per cent
while revenue rose 5.2 per cent,
meaning Etsy’s take-rate has improved.

In the second quarter the company
forecasts that gross merchandise sales
could be a tenth lower than the
previous year. Claims of a total
addressable market as large as $2tn

. . .
UniCredit: rushing out
The Italian bank has a sizeable exposure to Russia from ifs business in the country and related cross-border
loans. It managed to reduce the latter by swapping some loans with Russian banks. The bank's conservative
provisioning provided reassurance about its plan fo return capital to shareholders.

UniCredit's Russian exposure
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Bank investors are not a complicated
breed. They want minimal risk and
steady returns. Chief executive
Andrea Orcel delivered greater
clarity on both in a matter of fact way
at UniCredit’s first-quarter results
yesterday.

The plan set in motion last year to
return €16bn of capital to
shareholders by 2024 is still on track.
He also reported progress in
resolving one of the largest Russia
exposures in European banking.

That has been responsible for a 40
per cent fall in the value of UniCredit
shares since the invasion of Ukraine
began.

These are now trading at 0.4 times
book value or around the lows of the
pandemic. A commitment to begin

look increasingly unrealistic. Without a
rise in buyers, the company’s only
move is to claw back more from sellers.

ICE/Black Knight:
borrowed time

The US mortgage industry is not an
obvious place to put money right now.
Rapidly rising interest rates, galloping
house prices and still tight inventory
have made it difficult for Americans to
buy a home.

Enter Intercontinental Exchange.
The owner of the New York Stock
Exchange has faith in the technology
side of the housing market. It is buying
mortgage software firm Black Knight in
a cash and stock deal valued at $16bn,

Extreme i
as of endof  loss taken asof

March 8  April  scenario Q1 2022

the first €1.6bn tranche of buybacks
imminently sent shares up 6 per cent
yesterday. In market value, that isa
modest rise compared with the
magnitude of expected capital returns.
That hints at the risk posed by second
order impacts from the war in Ukraine.

UniCredit reduced its direct
exposure to Russia by swapping cross-
border loans with unsanctioned
Russian banks. That resulted in €2bn
of de-risking.

Total exposure to Russia fell from
€7.4bn in March to €7bn which also
includes losses on currency hedges.

Of this amount, UniCredit thinks
€5.2bn would be lost in the worst-case
scenario, which assumes that 40 per
cent of cross-border exposures could
be recovered.

including debt. Best known as an
exchange operator, ICE has pushed into
the mortgage market in recent years.

It bought Black Knight rival Ellie
Mae in 2020 for $11bn, including debt.
It also owns Simplifile and Mers — both
track mortgage records.

The process of taking out a mortgage
is tedious and time-consuming in the
US. ICE has sensibly concluded that
software that can quicken the process
will be in demand, eventually.

But ICE cannot escape a shrinking
mortgage market. Mortgage loan
originations are expected to drop by
35.5 per cent this year, according to the
Mortgage Bankers Association.

Shares in nonbank mortgage lenders
— including Quicken Loan owner
Rocket Company and UWN — have
both shed about 39 per cent of their
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That hit in full would be equal to
128 basis points of common equity
tier one capital. UniCredit chose,
conservatively, to provide for 72 per
cent of that in the first quarter.

Including confirmed buybacks and
dividends, that leaves the CET1 ratio
at 14 per cent, well above UniCredit’s
12.5 per cent minimum target. That
more than covers the planned
additional €1bn of buybacks later
this year.

Investors should not count on that,
even as the Russian risks recede.

Hindrances include more CET1-
eroding loan loss provisions or
regulatory obstinance on signing off
buybacks. The likelihood of both are
increasing with the risk of a recession
in Europe.

value so far this year. Revenue from
ICE's mortgage technology unit —
about a fifth of group total last year —
fell 13 per cent during the first quarter.

ICE will pay up to expand. Its $85
cash and share offer represents a 33 per
cent premium to Black Knight’s trading
price before the deal was announced.

The bid values Black Knight at
around 20 times 2022 adjusted ebitda.
It paid around 23 times for Ellie Mae.

Even so, taxed and capitalised,
annual cost savings of $200mn tot up
to perhaps $1.4bn, small compared to
the $3.3bn in premium it is paying.

To justify the deal, ICE will need to
find ways to monetise the huge trove of
data it has on borrowers.

Otherwise, ICE will have mortgaged
some of its future earnings on the
outlook of the US housing market.

Musk/Twitter:
backing band

Decades of low interest rates, now
being rapidly unwound, created vast
fortunes for risk asset holders. The
breadth and depth of that wealth is
apparent in the group that has agreed
to buy Twitter alongside Elon Musl.

On Thursday, a securities filing
revealed the Tesla chief executive had
more than $7bn in equity commitments
to fund the $44bn deal, from top-tier
venture capital firms, multibillionaires,
sovereign wealth funds and crypte
Pploneers as well as more obscure
operators. A privately owned Twitter
may well be a good place to ride out the
reckoning in public markets. And it
might be fun going to board meetings
chaired by the irascible Musk. One new
Twitter backer, Binance, the crypto
exchange estimated to be worth more
than $100bn, admitted it had done
little due diligence.

Elon Musk secured $13bn of debt for
the Twitter buyout lent against the
company and then personally
committed $33.5bn to the deal.
Originally, that figure was a $12.5bn
margin loan secured against his Tesla
ownership. The rest was a $21bn equity
commitment. Yesterday the
breakdown changed as the loan was
reduced to $6.25bn and the equity
commitment raised by the same
amount. Musk, according to filings
from last week, sold $8.5bn-worth of
his Tesla shares.

Among the boldfaced names
announced as co-investors are the likes
of Sequoia Capital, Andreessen
Horowitz, Fidelity and Larry Ellison,
the latter who committed $1bn. Prince
Alwaleed Bin Talal of Saudi Arabia,
also said he would contribute his
existing shares at a value of $1.9bn.

Some of these firms have principals
who are politically aligned with Musk.
still, their presence, along with debt
investors, is likely to force him to un a
commercially successful platform and
plan an eventual liquidity strategy.
‘Who knows where market valuations
will be then. But for this group, it may
be comforting that it will not affect
their standard of living either way.
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ACROSS
1 Little boy turned fo father with
longing (&)
4 Happy church always not quite full (8)
9,16 Orange food gets coloured blue
ridiculously (610)
10 Town getting 3, having iron-reinforced
construction (8)
12 Compositions making man money,
from what we hear (8)
13 Gun encountered In Journey across
river (&)
15 Mark, heartless child with relation of
similar age (4)
16 See @
19 Organised meeting disrupted - get
embarrassed about it (10)
20 Author has alternative to 916, putting
monstrous sister off (4)
23 Room with views regularly blocked
off? Check out! (6)
25 Swimmer s ravenous, eating loudly
@)
27 Carol, concealing sulk, is gushing (83
28 See 26
29 Fallure could be safirised with one
being taken off (8)
30 Drooping eye - bit of problem to little
girl (&)
DOWN
1 Philosopher rushed up affer & (7)
2 One of five children, outwardly smart,
peering (9)
3 Feafure of map that may be
assoclated with 10 (&)
5 The athlete In the race? Quite the
opposite (4)
6 Flower on head of delightful daughter
that’s performed (8)
7 Female given bit of paint is a picture
=
8 Baddie's first to be thrown off boat (7)
11 Dog on heather, not lying straight? (7)
14 Hear member of aristocracy fight —an
old-fashioned player (7)
17 Deceftful types watch clock maybe
G-&)
18 I(J;e people who have left their chairs?
8,

19 Naughty verse I'd modified? (7)

21 Fruits in fancy case invaded by bird
(e

22 A note about duck on the pond? (&)

24 Observes small vessel inside larger
one (5)

26, 28 An eccentric noble with improper
yen for a queen (4,6)
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