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Rate rises hand European banks a €100bn windfall
Discount to book value and US rivals remains persistent even as net interest margins have improved

Stephen Morris   29 Dec, 2023 

European banks have received a €100bn windfall from rising interest rates over the past two years, but the long-awaited boost has failed to close a persistent valuation gap.
Net interest income (NII) climbed from €270bn in 2021 to an estimated €378bn this year, according to data from UBS, after central banks began rapidly raising rates. Loans have grown only 2 per cent in that time, meaning most of the gains are from wider margins between what banks charge for loans and pay out on deposits.
The earnings fillip has allowed European banks to increase dividends and buybacks to €121bn for 2023 from €90bn in 2021. But while better capital returns have translated into double-digit stock price gains for many lenders, almost all still trade at steep discounts to the book value of their assets and their US peers.
“European banks have outperformed the market by more than 50 per cent [since year-end 2020] and yet still trade at valuations which imply earnings power 30 per cent below our forecasts,” said Jason Napier, an analyst at UBS.
The biggest concern for executives vying to attract new money is that central banks may now start to cut rates as soon as March, renewing pressure on net interest margins (NIM). NIM had only just started to recover after a decade of negative or ultra-low rates.
Fears of recession, weak loan demand, the potential for much higher capital requirements and rising defaults are also weighing on bank shares. “With policy rates next due to fall, macroeconomic growth sluggish and tax and regulation changes making life harder, for bank shareholders there’s a clear cyclical incentive to exit,” Napier said.
UBS forecasts that loan-loss provisions will hit €63bn next year, up from €31bn in 2021. That is still a manageable level given banks’ healthy capital buffers, but it will eat into cash that could otherwise be used for buybacks or dividends.
The sector is also suffering from the fallout of a shortlived banking panic earlier this year, when three US regional lenders and subsequently Credit Suisse failed, forcing governments to step in and broker rescue deals.
Giles Edwards, an analyst for S&P Global, said that “rising earnings mark a welcome normalisation after years of margin compression, but they do not alleviate all of the structural challenges to banks’ profitability”.
Some investors and executives are more bullish. Activist investor Cevian Capital bought €1.2bn of UBS stock this month, betting that the Swiss wealth manager can double its stock price and eliminate the stark valuation gap with its closest peer, Morgan Stanley.
Outgoing Morgan Stanley chief executive James Gorman last week also told the Financial Times that he expected the European discount to start to narrow. “I don’t think [over] the next decade the gap will be as large. I think there’s opportunities for the Europeans”, he said.





ECB to start cutting interest rates in second quarter of 2024, economists predict
Falling inflation will allow European Central Bank to begin cutting borrowing costs, according to FT poll of experts

Alexander Vladkov, Martin Arnold   29 Dec, 2023 

Falling inflation is set to prompt the European Central Bank to start cutting interest rates by the second quarter of 2024, according to the majority of economists polled by the Financial Times.
Rate-cut expectations have intensified since inflation in the euro area slowed to 2.4 per cent in November, down from its peak above 10 per cent a year earlier and only slightly above the 2 per cent ECB target.
Almost 60 per cent of respondents in the FT survey predicted inflation would reach the 2 per cent threshold in 2024, although some said it was likely to speed back up again from there.
“Inflation may shortly dip below 2 per cent in the second quarter of 2024,” said Fritzi Köhler-Geib, chief economist at German state-owned development bank KfW. “Yet for most of the year the inflation rate will be somewhat above 2 per cent.”
The ECB has warned that it expects inflation to reaccelerate in December before slowly declining to its target in mid-2025. Isabel Schnabel, an ECB executive board member, recently told Süddeutsche Zeitung newspaper: “We still have some way to go and we will see how difficult the famous last mile will be.”
How quickly price pressures subside will be the key question as the central bank decides when to start lowering borrowing costs.
Only two of 48 economists surveyed by the FT forecast that the ECB would start cutting rates in the first three months of 2024, despite investors pricing in a greater than 50 per cent chance of such a move in March.
“Being too slow to cut rates [could] well prove more damaging for the ECB credibility than failing to raise rates quickly in response to an energy shock,” said Davide Oneglia, head of European and global macro at TS Lombard.
The ECB has raised its deposit rate from minus 0.5 per cent last year to its highest ever level of 4 per cent, in response to the biggest surge in consumer prices for a generation.
Almost 42 per cent of economists said they thought the ECB had overtightened monetary policy by raising rates too high, while half of them said its response had been “about right” and only 2 per cent thought it still had not done enough.
“The ECB has raised interest rates very aggressively — by large amounts and quickly — and there is a risk that it has overestimated the strength of the euro area economy and overtightened,” said Stefan Gerlach, former deputy head of Ireland’s central bank who is EFG Bank chief economist.
A third of economists predicted that the ECB would wait until the second half of the year to start lowering borrowing costs, while one out of eight thought this would not happen until 2025. Once the cuts started, the economists on average expected the ECB to keep lowering its deposit rate until it reached close to 2.25 per cent.
Just over half the respondents said they did not think the ECB’s credibility had been seriously damaged despite criticism for being too slow to start raising rates last year, while a third said its reputation had been tarnished.
Eric Dor, director of economic studies at IESEG School of Management, said the surge and subsequent decline of energy prices raised questions about the ECB’s ability to control inflation.
“The current decrease in the headline inflation rate is essentially due to the downturn of energy prices, directly and indirectly,” he said, adding: “There is little evidence that the increase in interest rates is directly depressing aggregate demand.”
Debt levels of several EU governments have risen to record levels above 100 per cent of gross domestic product in recent years, including Italy, France and Spain. But most economists were sanguine about the risk of a financial crisis.
Almost 80 per cent said the spread between the 10-year bond yield of highly indebted southern European countries and those of Germany was unlikely to rise significantly. “I would not be surprised to see European periphery spreads fall further in 2024,” said Katharine Neiss, chief European economist at investor PGIM Fixed Income.
The EU recently agreed new debt and deficit rules that will require most governments to rein in their spending. Sandra Phlippen, chief economist at Dutch bank ABN Amro, identified “debt sustainability as politicians start to turn towards austerity” as one of the main risks looming over the euro area economy.





Zero-Covid: China’s year of forgetting
A year on from the ending of the policy, how is it now remembered — and how well?

Thomas Hale   29 Dec, 2023 

On the corner of Anfu Road and Wulumuqi Road, one of only a handful of places that could stake a claim as the true centre-point of Shanghai, a police vehicle has been parked for over a year. It is smaller than a coach, slightly larger than a riot van and the characters “public” and “security” are written on its side, beneath rows of turned-off red, white and blue lights. The windows are covered by drawn grey blinds, except at the front, where the driver’s seat is empty.
On the many occasions I passed it throughout 2023, the bus had shown no signs of life. But while I was taking a closer look one morning in December, a police officer, invisible from the outside, suddenly alighted. He would have missed me completely had I not asked him why the bus was there. Queries, he replied in an accommodative tone, should be directed to the government Department for Public Security.
The question of why the bus ended up there in the first place, as opposed to why it is still there now, is more clear-cut. On November 24 2022, a fire in the western city of Ürümqi (Wulumuqi in Mandarin), Xinjiang, killed 10 people. On social media, it was blamed on lockdown policies. That weekend, a number of people, hard to estimate but at least in the hundreds, congregated on that same crossroads of Wulumuqi Road in Shanghai — one of many similar gatherings across China. Some chanted anti-government slogans or held up white pieces of paper, a symbol of censorship; others, not quite protesters, simply watched. Police officers soon arrived in vehicles like the one still parked there.
Days later, the government began to unravel its zero-Covid policy, which fully ended on January 8. The archives of the pandemic also ground to a halt; a vast apparatus that had in 2020 been created to record every individual case was suddenly disassembled. The change was so sudden, someone told me, that “it made us feel like we were living in a dream”. The problem with dreams is they tend to make even less sense when you write them down.
A year on from the ending of the policy, how is it now remembered, and how well? Like the pandemic itself, pandemic fatigue is a global phenomenon. But China has its own dynamic. For the government, its control measures, which for years aimed to completely eliminate infection through quarantine and lockdowns, were initially evidence of its legitimacy to govern; after the impossibility of the goal was tacitly admitted against a backdrop of discontent, the memory of the period no longer served any obvious political purpose.
In Shanghai, oral histories of the city’s 2022 lockdown sometimes act as icebreakers for new acquaintances, like the weather. In other circumstances, spontaneous acts of collective remembering break out. Sometimes, the spirit of the age is preserved not in speech but in a physical object, scarcely noticed: a single vehicle parked at the crossroads, say, where the driver’s seat is still wrapped tightly in clingfilm.
Because it was International Women’s Day, Li Hua clearly remembers the moment the university campus on which she worked was locked down: 5pm, March 8 2022. She had by then already left for the day; a colleague notified her by text.
Hua drove to a flat she was renting next to her daughter’s school in the district of Pudong, north of the Huangpu river, just as that too was being locked down. In her telling, her daughter ran out just in the nick of time and together they returned to the family apartment in Xuhui, south of the river. But, three days later, concerned about a lockdown there, they returned to the Pudong apartment. They would stay there for the next 84 days.
In China, lockdown communications were handled through WeChat groups that all residents of a given building joined, and mass PCR-testing was a brief opportunity for them to leave their apartments. On one occasion, Hua wrote on hers that the whole process was “meaningless” and refused to go downstairs to the lobby where the tests were administered unless an end-date was confirmed for the lockdown. The louzhang, the head of the neighbourhood committee (a grassroots organisation within each housing compound that was responsible for implementing the city government’s lockdown policy) agreed with her. No one forced her to do the tests, though she eventually relented.
She remembers she began to like alcohol for the first time in her life, drinking beer and wine at the secret hotpot parties sometimes held in her 500-person building. When she properly went outside in May, the “landscape was all wild” by the Huangpu river. Later, in June, when the Shanghai lockdown was all over, she felt real happiness, standing in a supermarket with so many options available. “I know it’s nothing,” she says, “but it was as if I couldn’t believe myself”.
That night, along with her neighbours, she went out to the street and lit fireworks. A policeman was standing there, and he didn’t stop them; she knew there was an unspoken understanding between them. He watched until the fireworks all went out, and then he said, “I think it’s about time you went home”.
Right afterwards, Hua felt like everyone in the city had become close friends. But she left China and went to America. She would repeat her story to new people she met. As an academic, she tried to archive WeChat conversations — at her suggestion, a PhD student back in China used them for a dissertation, but it was never read by anyone except the examiners.
In 2023, when she remembered an anniversary of something that happened a year ago, she started to post on WeChat and her friends in Shanghai would respond to her. But as spring turned to summer, the engagement declined. “These kinds of voices,” she says, “slowly faded”, even if the period itself had not faded at all.
There are 26mn people in Shanghai, just one of dozens of cities locked down in China between 2020 and 2022, each with their own accounts. Official coverage of the pandemic was carefully controlled. But on social media the unfolding history was at the time richly documented.
One expat couple in Puxi, south of the river, were released after just 11 days because their building met the requirements of an official directive. They frequently ventured out to “hunt down food”, especially for their friends, given that food parcels were allocated by the government based on housing compounds. On an average day, they would see fewer than 10 people outside. There were sometimes tents housing migrant workers, who, in the absence of a neighbourhood committee, faced difficulties acquiring food.
In anticipation of the lockdown, Piet, a Dutch chef, ordered enormous amounts of flour. One day, he woke up to over 100 WeChat friend requests. For weeks, he baked from 8am to midnight; his flat was permanently covered in flour. He earned the trust and business of delivery drivers, who often lacked food, by providing them with free meals through the gates. At one point, security guards started wrapping cling film around the outer perimeters. He had to ring up a client who had purchased a cake. “I’ve got to throw it over the fence,” he said. “That’s fine,” they replied.
Hearsay, the couple recall, “became currency”, as it might in wartime; WeChat was ablaze with rumours, predictions and moments of levity. Once, a pair of escaped peacocks appeared. They were a brief media sensation. Eventually, the couple say, a “peacock catcher came” and caught them, and apparently there was footage of that moment, but they do not have it.
Of the great digital archive of the Shanghai lockdown, much survives. During the event, the records were mass-produced at a rate beyond the capacity of any conceivable censorship, which had to be targeted. A viral video, “the voices of April”, which plays recordings of frantic phone calls between citizens and officials, has been removed from the Chinese internet, but is still available on YouTube. Of photographs or conversations, the vast majority exist in an unpublished state.
I spent a few hours on Baidu, China’s Google, trying to reconstruct the history of the Covid era with no recourse to a VPN. The omissions were smaller than expected. Most of the key dates and events were well-recorded. The Wuhan lockdown, the first result on a search for it explained, “was the first time in human history that such severe epidemic prevention policies have been applied to a city with a population over 10mn people”.
The most striking exception was the “white paper movement” — a term that refers to the kind of gathering that took place on Wulumuqi Road (although it does get some limited traction on Bing). That was what apparently gave rise to the bus, though it was hard to be certain about when exactly it had arrived. I tried various numbers related to the Department for Public Security. Eventually, someone explained that questions could not be answered over the phone, and had to be faxed. The FT faxed a question (why is there a police bus at the corner of Wulumuqi and Anfu Road?). There was no reply. I called again, to see if they could confirm the fax had been received. No such confirmation was possible: the matter would be “handled according to the relevant regulations”.
Ellie, an Australian health professional, left Shanghai in the first year of the pandemic but came back in 2021 and worked instead at her company’s branch in the nearby city of Suzhou. When she attempted to renew her work permit in 2022, it became apparent she had broken the law by using it in the wrong city.
A crime of this nature required a short spell in an immigration detention centre, which was set at five days (there was no court process). But when the day itself came, she was instead taken to a cell in a Suzhou police station.
She recalls that the walls were padded, though by the end she wished it was the floor instead, because there was no bed. She had nothing except for her clothes; the police took her phone, after demanding its unlock code, and her shoelaces. She pleaded for the book in her confiscated bag, David Foster Wallace’s Infinite Jest, which she eventually received and found herself flying through (though she still only got through a fifth of it). The fluorescent lights were kept on 24 hours a day, and she gauged the passage of time through the arrival of noodle soup for breakfast, which was the only meal she was willing to eat.
After the experience was over, she was driven to the actual immigration centre. There, she was provided with a form that, she was told, she should sign to confirm that she had stayed there and had access to her belongings and an interpreter (she could read it through translation software on her now-returned phone). She was initially outraged, but had already decided to leave the country. As for why she had not been allowed to stay in the designated centre, she could only speculate: Covid-19.
One of the qualities of the zero-Covid era was the sense of a suspension of other priorities — legal norms, open borders, economic targets — against the singularity of the anti-pandemic goal. For certain Chinese citizens, this disrupted their sense of a historical trajectory. Zhang Baiqiang had first applied to emigrate in 2017 but decided to proceed when his approval arrived during the Shanghai lockdown. Overseas, he found casual work in a university, where the professor was teaching a course on Chinese social change post-Mao. It included the topic of the work unit. He found himself thinking of his childhood in Chengdu in the 1970s, when everyone grew up in work units. Food was distributed based on the principles of central planning. How would he describe the work unit? There was no freedom. But it was not an unhappy memory: it was his childhood.
For Baiqiang, the whole period, from Mao’s time to the 2010s, was a process of liberation. It is hard to estimate how many families would also, behind closed doors, be discussing leaving. Money was needed, and even in Chengdu, one of China’s biggest cities, the house prices have generated less wealth for families compared to Shanghai. As with the Covid era itself, the most difficult part related to the older generation. He remembers a conversation with his 87-year-old mother, when she asked him: “Can I change your mind? Can I change your mind?” It was difficult to answer, but eventually, in a low voice, he replied: “no”.
Like a pair of eloped peacocks, history is difficult to track down, even if it is just metres in front of you. I asked someone at the crossroads why the bus was there, but he said he pays no attention to it, and he should not be asked. I asked a woman setting up deckchairs at a coffee shop — she had no idea, nor did she have any view on why the zero-Covid policy ended. I asked a street cleaner, who offered up the following theory: there were too many people around here, and the police needed to rest on the bus. Now he mentioned it, this would explain the curtains, and, if I remember correctly, the police officer’s slightly dazed look. I asked a student who had been up all night there last year: “maintain stability,” she replied. I asked a colleague what she thought. “Someone sent it there,” she said, “and didn’t ask it to leave”.
It was strange to think that the bus might be better explained by what was not said than by what was. As for the wider era, the act of recording was not only skewed through networks of limited representation (there were people 100 metres away from the protests when they were happening who were completely uninterested in them) but also in the framing of the questions (I asked one friend what was the most shocking thing he encountered during the lockdown. “My mother-in-law’s cooking,” he instantly replied. “She was locked in with us”). Then there was the subject matter itself: isolation, one of the starring characters in the entire play, has by its very nature the fewest lines.
Covid prevention measures were not unique to China, even if it had its own ceremonies and legal codes. Nor was the pattern of formerly paused activities being resumed. One Sunday morning in May, while entering a park in Shanghai, I heard a familiar roar. I knew that sound; there was only one possible explanation, even if it was unusual timing for a football match, and the stadium was not yet visible.
There was no stadium and no match. Around the corner there was instead a group of old people, perhaps in the hundreds, gathered close to a fountain. It could not simply be said that they were singing, because the motion of their bodies was somehow also in complete concert. The anthem was first released in the 1950s, a period well-known for its traumas. But the old cadence was unforgotten and joyful, the grass plains of the lyric were almost visible, and for a moment you could say: yes, of course, that was how it was, there is the unrecorded history, not just of then but of now, aloft on the breeze.
Some names have been changed. Thomas Hale is the FT’s Shanghai correspondent
Find out about our latest stories first — follow FTWeekend on Instagram and X, and subscribe to our podcast Life and Art wherever you listen





Merz holds the future of the German centre-right in his hands
Support for the rival AfD is growing ahead of key regional elections next year

Constanze Stelzenmüller   29 Dec, 2023 

The writer directs the Center on the US and Europe at the Brookings Institution
The death at 81 this week of the centre-right statesman Wolfgang Schäuble, one of Germany’s most ardent Europeanists (only a day before the passing of another great European and friend of Germany, Jacques Delors) casts a sombre light on one of the most urgent political questions of the coming year: can conservatives hold firm against a surging hard right at a time of momentous challenges to peace in Europe and the world?
Schäuble was postwar Germany’s longest-serving legislator, parliamentary president, party whip, party leader, twice cabinet minister, closest adviser to two chancellors, an architect of German reunification in 1990 and of European integration thereafter, and an enduring conservative powerbroker.
His disappointments and failures, too, were larger than those of other men. He was foiled in his desire to become Germany’s chancellor or president; he became caught up in an illegal party financing scandal; and he wanted then-chancellor Angela Merkel to force Greece out of the European currency union during the financial crisis of 2010. (The latter, he admitted afterwards, had been a mistake.)
Discipline and a prickly sense of humour helped him weather these and other blows (he was confined to a wheelchair after an assassination attempt in 1990). His passion for politics and a healthy sense of his superior intellectual and rhetorical abilities fuelled him into high age. Yet what truly set him apart was his abiding loyalty to a European Germany — he was always dutifully serving a cause higher than himself.
As Germans mourn Schäuble and Delors, they contemplate war in Europe and the Middle East, an uncertain protector in the US, a declining international order and a global alignment of authoritarian powers. All this at the threshold of a year in which the EU, the US and several European countries hold elections in which established centre-right parties are being challenged aggressively by rightwing extremists. In France, the hard-right populist Marine Le Pen is polling ahead of president Emmanuel Macron. It feels like the end of an era.
Germany’s next national vote is only in 2025. But three eastern German states — Brandenburg, Saxony and Thuringia — hold state elections in the autumn of 2024. In all three, the openly extremist Alternative for Germany (AfD) is running in first place, polling between 27 and 35 per cent. And the conservative Christian Democrats (CDU) need to decide in the coming year who will be their candidate for the election campaign.
Usually, that right would naturally fall to party chair Friedrich Merz. His CDU is the frontrunner in all national polls, while the governing traffic light coalition and Chancellor Olaf Scholz are at a popularity nadir.
At 68, Merz is the King Charles of German conservatism. Like the UK’s king, he’s had to wait patiently for power. As an ambitious young(-ish) legislator he lost the battle for power to Angela Merkel in 2002, and ended up leaving politics for a career in business. Merkel made sure he never joined any of her four cabinets; after she stepped down as party chair in 2018, Merz twice lost bids to succeed her. He returned to parliament in 2021, and was finally elected CDU leader that year. Merkel, for her part, has all but broken with the CDU.
For now, the opposition leader is laser-focused on making life miserable for the government. In November, he successfully hauled it before the constitutional court for violating the debt brake. Now, he is demanding that Scholz should step down, and open the way for early elections in June.
But the preternaturally self-assured Merz has a knack of snatching defeat from the jaws of victory. Having vowed to halve support for the AfD by steering his party towards a more hard-edged conservatism, he has appalled not just the CDU’s liberals with ill-judged remarks about migrants, gendered language, homosexuals, Muslims, the Greens (“our main enemy”), and the need to collaborate with the hard right at the local level. A new draft party programme is long on “pride” and notably shorter on explaining how it intends to “protect our interests without jeopardising [our] prosperity”. The AfD’s support, meanwhile, has nearly doubled since the beginning of 2022.
Which is why Merz has a Prince of Wales of his own: Hendrik Wüst, 48 and conservative prime minister of North Rhine-Westphalia. And there is always his Bavarian colleague Markus Söder, whose conviction that he is called to highest national office remains undimmed. Yet in a recent survey, only 35 per cent thought a conservative government would perform better.
Perhaps it is time for Merz, who calls Schäuble his mentor, to make the case that he, too, has a cause higher than himself.





Inside Nio: Electric car group’s boss William Li and his fight for survival
Chinese EV company is still missing production targets and racking up big losses a decade after its launch

Edward White, Peter Campbell   29 Dec, 2023 

Sporting a fresh cropped haircut, Nio co-founder and chief executive William Li was greeted like a rock star by tens of thousands of devoted fans on Saturday night as he took to the stage at the Olympic stadium in Xi’an, China’s ancient central capital.
Li, who is often referred to as China’s Elon Musk, has sparked division among investors and analysts. Some see his bet on battery-swapping technology — which is at the heart of the electric vehicle group’s business plan and competes with the likes of Tesla that only charges vehicles individually — as unworkable outside China’s big cities.
Others question the financial sustainability of his premium electric vehicles business, which, nearly a decade after being founded in 2014, remains in a fight for survival as it struggles with heavy losses and the high costs of rolling out its battery-swapping infrastructure.
However, the fervour among customers braving the sub-zero temperatures at the annual “Nio Day” over the weekend was a reminder that Li’s fledgling car group strikes a chord with many younger drivers in the world’s biggest electric vehicle market.
“William Li is a pioneer. He is effectively China’s Elon . . . if we are looking at branding, looking at bold moves,” said Tu Le, founder of Beijing-based advisory company Sino Auto Insights.
Nio’s sales to the end of November this year are up 33 per cent at about 142,000 vehicles, putting it ahead of almost all foreign brands in China’s EV market, though well behind Tesla and Warren Buffett-backed BYD, according to HSBC data.
But making cars is notoriously expensive. Five years after listing on New York’s Nasdaq stock exchange, Nio still loses $12,000 for every car that rolls off its production lines, president and co-founder Lihong Qin told the Financial Times recently.
Li, aged 49, founded his first business while studying sociology and law at Peking University more than two decades ago, funding the company by taking on side-jobs as a computer programmer. A serial entrepreneur, he ultimately started dozens of companies and took three public.
The biggest venture before Nio was Bitauto, China’s first online car sales channel, which Li founded in 2000 and floated on the Nasdaq in 2010.
Choking air pollution in China’s cities in the 2000s made him consider an electric vehicle business next. Nio’s Chinese name, “wei lai”, translates to “blue sky coming”.
Li’s motivation was not just environmental. He believed traditional carmakers had lost their way on customer service. In an interview with the FT in 2018, he recalled how this was finally brought home to him at an Audi showroom at Munich airport.
Audi was then one of the top-selling car brands in China and Li himself owned several of its cars. But, instead of acknowledging him as a loyal customer, the sales staff launched into a hard sell.
The episode spawned an idea — that customers should be treated as members of a club rather than sales targets.
“The future of a brand or a company is not about the boundaries of the product . . . It’s actually going to be defined by the user groups that they provide services to,” he said at the time.
His vision appears, in part, to have been vindicated. Backed by an enthusiastic group of drivers, Nio has overtaken Audi in sales in Shanghai as the market share of foreign carmakers in China has collapsed.
Today, Nio users can directly message Li through an app to share their thoughts and ideas about the company’s cars and services.
Senior executives have become grudgingly accustomed to receiving messages from their boss, “maybe in the middle of the night”, enquiring whether a user’s idea can be implemented, according to a senior consultant who works with the business.
“He really drives and lives and embraces and pushes this concept of user centricity. You feel this throughout the whole company,” the consultant said.
However, Li has pinned a lot of faith in making cars with swappable batteries, a different approach from Tesla, gambling that in big cities consumers will prefer this technology, which takes a matter of minutes compared with the slower process of charging a car individually.
In recent months, Li has secured partnerships with Geely and Changan, two of China’s biggest car groups, to develop battery-swapping technology and infrastructure with the aim of lowering costs through scale.
And yet, like Musk, Li is both nimble and has a knack for eye-catching stunts. In December, millions watched as he live-streamed a 14-hour drive from Shanghai to Xiamen.
The 1,000km journey showcased a new long-range battery technology for individual cars developed by Nio. It was also recognition that the company needs alternative technology to its shorter-range swapping network.
Still, Li has not managed what Musk succeeded in doing in converting online enthusiasm into profits.
In its New York stock market listing in 2018, Nio revealed it had lost $1.6bn in three years while making almost zero revenue. The company was bailed out to the tune of nearly $1bn in 2020 by state-owned enterprises from the eastern Chinese province of Anhui.
And facing intense competition from Tesla and BYD along with fellow start-ups Li Auto and Xpeng and established carmakers such as VW and Ford, Nio has missed production targets and recorded big losses. Its shares are below their IPO value and have lost more than 85 per cent since their 2021 peak.
This month, Nio secured $2.2bn from CYVN, an investment group from Abu Dhabi, the second time the Middle Eastern investor has pumped money into the company after a $1bn injection in July.
Investors and analysts are worried that Li, under financial pressure, could undermine Nio’s established reputation as a premium car brand by chasing higher sales volumes with lower-cost models.
Some also argue the company, which is building a business in Europe, could benefit from a more focused effort on domestic sales before trying to expand overseas, particularly with rising protectionism and anti-Chinese sentiment in the US.
However, Li looks like a survivor. If he is troubled by his company’s financial outlook, he did not show it in Xi’an on Saturday.
Such was the demand to attend the Nio Day, tickets were available only through a lottery system. Beaming, he unveiled a new car, a new computer chip and the latest improvements to Nio’s “beautiful” solar-powered battery-swapping stations. Each announcement, of course, was met with applause from the Nio tribe.
“William is crazy,” joked one employee. “His fans are too.”





Maine disqualifies Donald Trump from presidential primary ballot
US state becomes the second to block top Republican candidate over role in January 6 insurrection

Stefania Palma   29 Dec, 2023 

Maine’s top electoral official has disqualified Donald Trump from the state’s presidential primary ballot, making it the second state to ban the former president for allegedly engaging in insurrection by attempting to overturn the 2020 election.
Maine secretary of state Shenna Bellows on Thursday said Trump must be excluded from the 2024 Republican primary vote in her state, arguing that he was not qualified to be president under the Fourteenth Amendment of the US Constitution, which prohibits individuals who have engaged in insurrection from holding office.
The decision marks the second time in less than a fortnight that a US state has ruled to throw Trump off a presidential primary ballot, adding another legal challenge for the leading Republican candidate.
The former president is also facing a string of legal cases, including two indictments at the federal and state level accusing him of attempting to overturn the 2020 presidential election. He has pleaded not guilty.
The US Supreme Court last week separately declined a request by the justice department to fast-track a decision on whether Trump was immune from prosecution for crimes allegedly committed while he was in office.
In the months leading up to January 6, 2021, when Trump backers stormed the US Capitol, the ex-president “used a false narrative of election fraud to inflame his supporters and direct them to the Capitol to prevent certification of the 2020 election and the peaceful transfer of power,” said Bellows.
She added that Trump “was aware of the likelihood for violence and at least initially supported its use given he both encouraged it with incendiary rhetoric and took no timely action to stop it”.
Trump’s campaign said Bellows, a Democrat, “decided to interfere in the presidential election” and that it would “quickly file a legal objection” against this “atrocious decision” in Maine’s state court. Lawyers representing Trump did not immediately respond to a request for comment.
Bellows’ order came after the Colorado supreme court last week said Trump was not fit to be president under the Fourteenth Amendment, citing evidence linked to the January 6 attack.
The Colorado court has put its decision on hold to give the US Supreme Court a chance to decide whether to intervene or let the ruling take effect. The state’s Republican party on Wednesday filed an appeal against the decision with the US Supreme Court after Trump last week vowed to make a similar move. Trump’s campaign has called the order “completely flawed”.
Bellows on Thursday similarly put her decision on hold until the Maine superior court rules on a potential appeal or the time to challenge her decision expires. Her order stemmed from three challenges brought by Maine voters.
“I do not reach this conclusion lightly,” Bellows said. “Democracy is sacred . . . I am mindful that no secretary of state has ever deprived a presidential candidate of ballot access” based on the Fourteenth Amendment. “I am also mindful, however, that no presidential candidate has ever before engaged in insurrection,” she added.
Later on Thursday, California’s secretary of state released a list of candidates that included Trump to appear on the primary ballot despite a push by some state officials to bar him.
Legal efforts to disqualify Trump in other states, including Minnesota, Arizona and Michigan, have fallen short. Another case is pending in Oregon.





Russia hits Ukraine with worst aerial raid of war
At least 12 dead across multiple cities after drone attacks and 158 missiles

Ben Hall   29 Dec, 2023 

Russia has launched its biggest missile and drone attack on multiple Ukrainian cities since the start of its full-scale invasion, killing at least 12 people and injuring 76.
In a massive raid on Friday morning against the capital Kyiv, as well as cities in the east, south and west, Russian forces fired 158 missiles and drones, officials said, including Kinzhal (Dagger) ballistic missiles, which are hard to intercept.
Worst hit appeared to be Dnipro, in the east of the country, where five people were killed and a shopping centre was set on fire, according to Serhii Lysak, head of the regional administration. A maternity hospital was also damaged.
General Valeriy Zaluzhny, commander-in-chief of Ukraine’s armed forces, said that of the 158 missiles and drones launched by Russia, 87 cruise missiles and 27 attack drones were shot down by air defence forces. Military facilities were also targeted.
Lieutenant-General Mykola Oleschuk, head of Ukraine’s air force, said Friday’s strikes amounted to the biggest aerial attack of the war so far.
President Volodymyr Zelenskyy wrote on Telegram: “Today, Russia struck with almost everything it has in its arsenal: Daggers, S-300, cruise missiles, UAVs. Strategic bombers launched Kh-101/Kh-505. About 110 missiles were fired, most of them were shot down. Unfortunately, as a result of the shelling, there are dead and wounded.”
In Kyiv, which is well defended by multiple air defence systems, two people were killed and 17 injured. Four people were rescued from the rubble of a warehouse.
In the western Ukrainian city of Lviv, which has been spared from much of Russia’s bombardment, one person was killed, an apartment block was hit and three schools were damaged.
“We are doing everything to strengthen our air shield,” Andriy Yermak, head of the presidential administration, wrote on Telegram. “But the world needs to see that we need more support and strength to stop this terror.”
Western officials warned recently that Russia had probably been hoarding missiles and drones for a winter campaign of strikes. Attacking with a large number of varied missiles has more chance of overwhelming Ukraine’s western-supplied air defence systems.
Last winter, Russian forces carried out a sustained missile and strike campaign against Ukrainian power and heating plans and grid infrastructure in a bid to disrupt the economy and break Ukrainian morale.





EU competition chief defends Artificial Intelligence Act after Macron’s attack
Margrethe Vestager argues landmark legislation will give ‘legal certainty’ to tech groups building AI models

Javier Espinoza   29 Dec, 2023 

The EU’s competition and digital chief has defended the bloc’s landmark law on artificial intelligence, saying the move would create “legal certainty” for tech start-ups building the technology, even as it comes under fire from critics including French President Emmanuel Macron.
Margrethe Vestager told the Financial Times that the EU’s proposed AI Act would “not harm innovation and research, but actually enhance it”.
That is because the legislation, for the first time, provides a clear set of rules for those building so-called foundation models — the technology that underpins generative AI products such as OpenAI’s ChatGPT, which can churn out humanlike text, images and code in seconds.
“[The AI Act] creates predictability and legal certainty in the market when things are put to use,” said Vestager, the commission’s executive vice-president who oversees competition and the EU’s strategy dubbed “Europe fit for the digital age”.
“If you do foundational models, but also if you want to apply foundational models, you know exactly what you are going to look for once it is put into use. It is important that you do not have any regulatory over-reach, that innovation and research is promoted again.”
Her defence of the AI Act comes after Macron argued the legislation risks leaving European tech companies lagging behind those based in the US and China.
“We can decide to regulate much faster and much stronger than our major competitors,” the French leader said earlier this month. “But we will regulate things that we will no longer produce or invent. This is never a good idea.”
Those comments were seen as potentially setting up a new fight over the EU’s new regulatory regime for AI which is considered among the strictest to be proposed anywhere in the world.
Though the AI Act was agreed this month, the law still needs to be ratified by member states in the coming weeks. France, alongside Germany and Italy, are in early discussions about seeking alterations or preventing the law from being passed.
As part of the current agreement around the legislation, EU lawmakers introduced a two-tier approach that imposes some legal requirements on transparency for general-purpose AI models such as OpenAI’s, and tougher requirements for others that have applications in sensitive sectors like healthcare.
The AI Act would also introduce strict curbs on the use of facial recognition technology except for narrowly defined uses to help law enforcement.
Concern has also grown that the law will discourage leading AI companies from operating in the EU.
France, in particular, has emerged as a centre for leading generative AI start-ups such as Mistral, the eight-month-old Paris-based AI company that has been valued at €2bn in a blockbuster recent funding round.
Vestager, who recently failed in her bid to head the European Investment Bank, said the EU had to be careful on how it applied the new AI rules. She recognised that European companies had disadvantages compared with US rivals in building AI, such as less access to deep-pocketed venture capital investors.
“Regulation as such is not the only answer,” said Vestager. “It creates trust in the market. Then you have the investment and of course, you want people to start using [AI technology] because only in that you can really shape it.”





T Rowe Price chief says worst is over after heaviest ever year for outflows
Growth for active manager, which has $1.4tn under management, not expected to turn positive until 2025 at the earliest

Madison Darbyshire   29 Dec, 2023 

T Rowe Price’s chief executive has said the worst is over for the asset manager after the heaviest year of outflows in its history, with more than $80bn expected to leave the platform by the end of this year.
“My sense is we are approaching the end of the more intense period of outflows,” chief executive Rob Sharps said in an interview with the Financial Times. “In certain, very visible, aspects it was a very disappointing year. In particular, the flow picture and the business that we lost.”
The active equity house has faced strong headwinds since early 2022, when poor performance in some of T Rowe’s largest growth equity strategies sent investors running for the exits.
But outflows gained momentum this year, as the knock-on effects of poor performance were compounded by even higher interest rates aimed at reining in inflation, geopolitical instability and uncertain markets. Money market funds saw record inflows of $1.2tn this year, as yields hit highs not seen for decades and kept investors sitting in cash.
“Outflows this year were more than what I forecasted in the beginning of the year,” said Sharps, who took over as the head of T Rowe Price at the start of 2022. The Baltimore-based manager is facing down its 11th consecutive quarter of outflows, with more than $140bn fleeing the platform since the start of 2022.
Investor reticence caught the active manager off guard, intensifying outflows even as the market — and performance — seemed to bounce back. “Across investor types, individual and institutional, there was more conservatism than there typically is. Especially when the S&P 500 is up 20 per cent and you’re not in a recession,” Sharps told the FT.
Growth for T Rowe, which has $1.4tn under management, is not expected to turn positive until 2025 at the earliest, the company said. The firm has had two rounds of lay-offs in the past two years to try to reduce expenses.
“It’s been a bad year for equity flows, and particularly bad for US equity flows, and particularly bad for actively managed funds. It’s been a perfect storm for T Rowe because they check all of those boxes,” said Alex Blostein, an analyst at Goldman Sachs.
T Rowe Price has long held a reputation as a top active manager in US equities. In the decade to 2020, 82 per cent of all of T Rowe Price’s mutual funds outperformed their benchmarks, according to Morningstar, and more than half were in the top 25 per cent in their category.
A steady stream of new capital chasing returns helped blunt the impact of industry trends such as the explosive growth of the low-cost passive investment providers that rocked active managers. “They had good performance so could still show growth even though active management was struggling,” said Brennan Hawken, an analyst at UBS.
But when interest rates started to rise in the first half of 2022, T Rowe’s growth equity strategies — some of its flagship products — struggled.
“They were victims of their own success,” Hawken said. “Interest rates went up, and growth equity is the ultimate long duration asset. When performance deteriorated . . . outflows picked up, and this year has been really, really bad.”
But even as performance has rebounded this year T Rowe’s outflows have persisted: an aftershock related to industry dynamics. While retail investor dollars tend to move quickly after poor performance, large institutions have a long evaluation process to change management firms, meaning outflows can stretch out over years.
Heavily concentrated indices, where a handful of stocks generate the bulk of returns, have also made it difficult for more diversified funds to outperform their benchmarks. “If your advantage is broad and deep research and investing capability, but only a handful of companies matter to aggregate returns, it makes that less valuable,” Sharps said.
Continued competitive pressures from lower-cost passive index providers and ETFs have pushed down fees for all active managers too, hurting the revenue they earn on assets under management even as those assets fall. T Rowe’s fee rate has come down 8.2 per cent in the past three years, according to UBS.
Investors are unlikely to return to the funds they’ve left. “Once people leave, they don’t go back to the same vehicles,” Blostein said. Assets that do come back have largely gone into ETFs or passive funds.
T Rowe’s low-cost active ETF business has been a rare bright spot, with more than $1.4bn in net inflows since the start of 2021. “I do accept that the direction of travel is into lower cost products, I don’t accept that the direction of travel is into passive,” said Eric Veiel, head of global equity at T Rowe.
The manager has had some success against the index this year, particularly with its bold bets on AI through Nvidia. T Rowe is the sixth largest investor with a 2.3 per cent stake in the chipmaker valued at $1.2tn. And its retirement business has continued to grow, with record inflows into its target date funds this year. Two-thirds of T Rowe’s assets are now retirement related, Sharps said.
Still, a shock from markets could make life harder yet for active managers hoping for a calmer year ahead, and high interest rates, geopolitical instability and momentum into passive investment managers may persist for some time.
Sharps said that while “the cyclical forces behind passive are highly unlikely to be as intense in the next five to 10 years, this dynamic doesn’t change in a year”. He added: “But I feel good about the progress we made this year.”





Vintage champagne: market bubbles may have popped — for now 
Prices for smaller estates in prized years hold up

Alan Livsey   29 Dec, 2023 

Three decades ago, when I earned my crust as a Tokyo-based equity strategist, I discovered fine wine. More to the point, fine wine merchants found me. A tale was spun about an insufficient supply of bubbly at the worldwide millennium celebrations to come. Encouraged to beat the rush and put away some vintage champagne, I bought 10 cases of 1990 vintage Jacquesson.
You can guess the rest. Years later, after settling in London, more than enough bottles of fizz were available on New Year’s Eve 1999. And my hopes of selling extra bottles for profit were dashed. While top bottles from Bordeaux and Burgundy always found bids, champagne’s market remained an old-fashioned business for many years afterwards.
In recent years, though, vintage champagne has become a collector’s choice in the fine market. This top performer has in the past year lost some of its sparkle. Prices have tumbled. Nevertheless, some unusual characteristics of this market suggest demand will not simply drain away.
I would have easily sold my spare champagne today. Since the Covid lockdown, the market for fine vintage champagne has much more fizz. During 2020, cash-rich collectors recognised, as did fine wine traders, that top vintage champagne offered excellent relative value with, say, top white Burgundy. When the market saw that the 2008 vintage was the best in decades, prices began to climb.
Moët & Chandon had released the 2008 vintage of its celebrated Dom Pérignon at around £100 per bottle (in bond). Today that would cost 60 per cent more.
Collectors with time to spare during lockdowns, and excess savings, scurried around trying to find this 2008 vintage, as well as the highly rated 2012. A business that had relatively few specialist critics to offer their judgments — or even better, scores — suddenly had more attention from all wine merchants.
And these private collectors didn’t just pick up a case for the festive season. They loaded up with five or 10 times more. That was great news for a champagne market which had lost an important part of its business, the restaurant industry, which closed in spring 2020 for more than a year.
Champagne prices jumped. In some cases, the total value of bids for the top brands on Liv-ex, , the online wine marketplace. exceeded those of offers by nine times. The norm is a 50 per cent discount, points out Justin Gibb at Liv-ex. In the three years to October 2022, the Liv-ex Champagne 50 price index nearly doubled.
But the bubble in bubbly has popped, for now. “Speculative money came into the market, buying multiple cases when they really needed only one or two,” says Gibb. “They’re now selling these excess cases.”
Not surprisingly, those champagnes that had the biggest price surge have retraced more of those gains. Those speculators who loaded their cellars with cases of 2012 Roederer Cristal or 2004 Krug are suffering a hangover this year. Both have lost more than a fifth in price this year, according to data from fine wine merchants Bordeaux Index. That’s worse than most top champagnes, together down closer to 13 per cent.
Even if prices have dropped, the market for fine champagne has altered for good. To a certain extent it has caught up with fine Bordeaux and Burgundy. “Champagne for a long time was sold based on the brand. It was not so much about the critics,” says Jamie Graham at Brunswick Fine Wines. “But increasingly buyers want vintage bubbly. And critics are thus having more of an impact than before.”
A key feature of vintage champagne by the top makers such as Krug, Louis Roederer and Bollinger, as Nick Baker of The Finest Bubble says, is that “these champagnes are in the bottle [unlike en primeur Bordeaux] and well aged.” According to Roederer, its Cristal Brut 2008 was aged for over 10 years in its cellars before its release.
Thus critics can benefit from tasting these wines much closer to their peak, even though these bottles can keep for sometimes decades longer. Bordeaux’s annual en primeur tasting is a different beast, when reviewers must offer their views on very young wines.
Until very recently there were relatively few critics to advise buyers on vintage champagne. The FT’s own Jancis Robinson is one. She gave very high scores — 19.5 out of 20 — to the 2008 vintage, more than for those champagnes in the next best to follow in 2012.
Not all vintage bubbly went flat this year. The most respected grower champagnes — small estates which have provided the larger brands with grapes and wine — have held up in price. Partly this is due to their small output of sometimes a thousand bottles or less.
The novelty for some of these estates, producing all of their own very high- quality wine from estate grown grapes, has attracted buyers, notes Matthew O’Connell at Bordeaux Index. He points to the 2008 vintage of Egly-Ouriet which has risen 19 per cent in the year to date.
O’Connell still thinks a little perspective is needed. None of the most traded vintage champagnes on the BI platform over the past three years is up less than a fifth, while quite a few are up by over half.
Moreover, a significant portion of these bottles will be opened for special celebrations in the coming years, as they are already drinking well. That should use up any of the supply from the speculative period. Expect prices to settle in the coming year.





US mutual fund industry pushes back on SEC pricing and liquidity plan
Regulator invokes need to safeguard buy-and-hold investors from rapid money flows 

Brooke Masters   29 Dec, 2023 

Asset managers are warning that proposals to tighten new liquidity requirements and pricing methods for US mutual funds will drive away investors, reduce choice and hasten the demise of an investment vehicle that underpins American retirement savings.
The US Securities and Exchange Commission first proposed last year that funds be required to hold enough “highly liquid securities” to cope with losing 10 per cent of their assets in a day and to use a method called “swing pricing”.
The agency said market ructions at the start of the Covid-19 pandemic showed that tougher rules were needed to protect buy-and-hold investors from losses when other traders flood into or out of a particular fund.
But industry groups have recently redoubled efforts to persuade the watchdog to change its plans, saying the details would drag down overall returns and force funds that hold loans and other less liquid assets to close down completely. The swing pricing proposal would disadvantage investors who purchase mutual funds through their retirement plans, they argue.
Commissioners and SEC staff have publicly disclosed having 16 meetings with investors, providers and lobbyists about the proposal since September. A bipartisan congressional group including both the chair and ranking minority member of the House subcommittee on capital markets has asked the SEC to withdraw it. The SEC has also received more than 3,000 comment letters, mostly in opposition.
“The proposal would dramatically decrease the appeal of mutual funds for individual investors, particularly for retirement savers. The result is likely to be a significant decline in mutual fund usage,” wrote Rick Wurster, president of Charles Schwab, the broker and mutual fund sponsor. “It is not hyperbole to say that this proposal will completely reshape the fund landscape.”
Even some investor advocacy groups are leery of parts of the plan. Better Markets, a financial reform organisation, supports the liquidity requirements but wrote in a comment letter that the SEC should “consider alternative methods” to swing pricing.
The industry has fought off earlier efforts to impose swing pricing, which requires funds to take into account the day’s flows before setting the price at which trades in and out are settled. That would require the imposition of a “hard close” that would force retirement plan sponsors to put through trades during market hours rather than giving them extra time to match trades internally and put through the total at the end of the day.
“Put simply, the proposal’s swing pricing/hard close framework is not viable,” Ken Bentsen, chief executive of Sifma, the securities industry lobbyist, recently wrote to the SEC. He noted that the commission backed off a similar plan to impose swing pricing on money market funds earlier this year and recommended a similar course of action.
Industry participants have high hopes that the SEC will at least make some modifications to the proposal when it takes it up in the new year. They said that both the staff and commission members have expressed interest in alternatives during meetings.
The SEC first imposed liquidity requirements on funds in 2016, but its examination staff warned in 2021 that they had found “deficiencies” in the oversight of liquidity management programmes.
The commission is now proposing to tighten the rules with a 10 per cent liquid assets requirement and a broader definition of “illiquid assets” that would subject more types of securities to a 15 per cent cap on such assets. Asset managers contend that this will drag down returns and force the closure of retail funds that buy bank loans.
“This would disrupt funds’ abilities to pursue their investment objectives and potentially harm fund performance,” the Investment Company Institute, which lobbies for fund managers, wrote.
But consumer groups argue that any drag on returns is far outweighed by the potential losses from rapid outflows that can lead to fire sales. “The 10 per cent highly liquid investment minimum is necessary because managers currently have too much discretion and take advantage of that discretion,” said Better Markets legal director Stephen Hall. “These rules should make mutual funds more attractive by making them more resilient during times of stress.”





China’s Huawei claims to have broken ‘the siege’ with strong sales
Sanctions-hit telecoms group records highest revenues in three years but still below 2020 levels

Edward White   29 Dec, 2023 

Chinese telecoms company Huawei has reported its highest revenues in three years after weathering the “storm” of a barrage of sanctions from Washington.
The world’s biggest telecoms equipment producer as well as a top smartphone manufacturer said on Friday that full-year sales would be more than Rmb700bn ($99bn) this year, up 9 per cent from Rmb642.3bn in 2022. The company did not provide more detailed earnings results.
Shenzhen-based Huawei, led by founder Ren Zhengfei, has been at the heart of US-China tensions for several years amid Washington’s belief that the company poses national security risks stemming from alleged state and military links.
While its 2023 revenue is 20 per cent below the 2020 peak, the company struck an optimistic tone on Friday. “After years of hard work, we’ve managed to weather the storm. And now we’re pretty much back on track,” chair Ken Hu said in a statement. “Shared conviction has helped us break the siege and forge ahead together,” he added.
The stronger results come just months after the group stunned many experts in the US with the release of a new phone containing a cutting-edge computer chip made with partners in China.
The group was brought to its knees in 2020 after the US government curbed supplies of computer chip technology made using American equipment and software.
Huawei’s relationship with the west was further complicated by the detention in Canada of Meng Wanzhou, the daughter of the company’s founder and presumed heir who faced US extradition charges, and Beijing’s retaliatory detention of two Canadians in China.
Progressively more severe US sanctions, imposed on national security grounds, required Washington’s approval for Huawei to access US technology for components, choking supplies of key parts used by the company.
Revenues in 2021 dropped almost a third to Rmb636.8, from Rmb891.4bn the previous year, dragged down by sharp declines for core businesses such as making smartphones and selling infrastructure equipment to telecoms carriers around the world.
While as many as 170 countries have used Huawei hardware in their telecoms networks, the company’s offshore sales — in network equipment and smartphones — have suffered as a result of the US sanctions.
Huawei says its accounts are audited by KPMG. However, the Rmb700 headline sales figure is not audited and the group did not publish individual earnings results from its key business segments.
The company said about a quarter of its revenue in 2022 was channelled into research and development efforts. Hu thanked “every member of the Huawei team for embracing the struggle” and their family members for “quiet and unfailing support”.





‘Liquid gold’ rush: Greece’s surging olive oil price lures exporters — and thieves
Extreme weather has reduced harvests and hit production across the Mediterranean

Eleni Varvitsioti   29 Dec, 2023 

In Messini, a sleepy Greek town in the south-west Peloponnese, Panagiotis Mitseas’s oil mill hums with activity on an autumn afternoon. Locals bearing sacks of freshly harvested olives wait patiently for their produce to be weighed, washed, sliced, and crushed.
It is a convivial scene that has been repeated in Greece for millennia. But Mitseas is not happy. “I haven’t seen such a bad year in my six decades of work,” said the 78-year-old miller.
Production had fallen by more than two-thirds because of unusually warm weather, he explained. “The olive trees didn’t rest as they should have during the winter months,” he said, grabbing a few olives from a sack. “They’re dehydrated.”
The impact of global warming on this staple of Greek life since ancient times extends far beyond Messini. Crop yields have fallen across the Mediterranean region over the past two years because of the weather, while farmers on the island of Rhodes were hit by the destruction of some 50,000 olive trees in forest fires during the summer.
Bulk prices of olive oil — described by Homer as “liquid gold” — have soared as a result, doubling in a year to about €9,000 per tonne. That in turn has pushed up retail prices and triggered a rise in thefts of olives and olive oil, along with incidents of adulteration with cheaper products.
But the crisis also has a positive side for Greece, with the rising value of their olive oil prompting entrepreneurs to market it as a luxury product in foreign markets rather than letting better-known Spanish and Italian brands profit from their bulk purchases of high-quality Greek oil.
Olive trees have deep roots in Greek history and mythology. Legend has it that Athens was so named because when Poseidon and Athena were competing for the favour of the city, the goddess of wisdom’s offering of an olive tree for the Acropolis is said to have triumphed over the saltwater spring offered by the sea god.
The recent spike in prices, however, is starting to disrupt the olive trade central to Greek life. Mitseas said his mill was burgled — the thieves took 100 litres of oil worth hundreds of euros — for the first time in his career.
Some farmers have experimented with GPS trackers concealed in plastic olives to track thefts of their crops, and supermarkets have begun fitting antitheft mechanisms to olive oil containers as if they were bottles of whisky or expensive wine.
Until last year, the authorities did not even keep separate data on olive oil thefts because they were so rare. “Now, there are three or four incidents a week,” said Constantina Dimoglidou, a Greek police spokesperson. “We’ve never seen such incidents of theft before.”
The climate impact and spike in prices have, however, at least prompted Greeks to consider how to extract more value from a crop that has long been taken for granted — an opportunity boosted by Greece’s relatively good harvest the previous season.
Greece, the world’s third-largest producer, has traditionally sold high-quality olive oil in bulk to its larger rivals Spain and Italy, who brand it and sell it on to the world’s consumers.
And at home, Greeks acquire most of their own household olive oil from an untaxed informal market valued at €500mn. The crucial ingredient of Greek cuisine usually comes with scant quality control in unlabelled bottles, cans or plastic containers from relatives or friends with an olive grove. Such sales are now sometimes negotiated over social media platforms.
Emmanouil Giannoulis, president of the National Olive Oil Interprofessional Organisation, said some olive oil was adulterated with other products — a problem likely to worsen with higher prices — and more than two-thirds of randomly sampled oil fails to meet Greek quality standards.
Some 82 per cent of Greece’s 300,000 tonnes of typical annual oil output is nevertheless high-quality extra virgin olive oil, which is largely used not for branded Greek exports but by Italian and Spanish producers to add flavour to their own oil, according to Giorgos Economou, director-general of Sevitel, an Athens-based group of olive oil companies.
“Let’s not blame the wicked Spanish and Italians, but our own inability to add value to Greek olive oil and sell it,” he said.
Among those who have noticed the untapped commercial potential of Greek olive oil is Yannis Bardis, a New York-based property lawyer who began importing it to the US. “I wanted to give Greek olive oil the value it deserves because I saw how others were exploiting this unique product,” he said.
In 2018, he returned to Sparta, his birthplace, to build the region’s biggest factory and a brand called Sparta Gourmet, exporting olive oil and processing Kalamata olives for eating.
“When prices peaked last year, my Italian counterparts were urging me to sell to them in bulk to raise my profits,” Bardis said. “Instead, I chose to keep my prices competitive and venture into new markets to preserve Laconian [Spartan] oil as a bottled product.”
Cristina Stribacu, owner of LIÁ, an award-winning premium olive oil, is another entrepreneur who wants to see Greek produce in food shops abroad. She too laments the Greek tendency to export bulk oil, especially last year, when Spanish and Italian output fell 40 per cent because of extreme droughts, while Greece had a good year with 350,000 tonnes produced.
“Instead of taking advantage of the lack of Italian and Spanish products and placing our Greek olive oil on the shelves of international supermarkets, we just helped them to keep their place by selling to them in bulk,” said Stribacu.
After years of hard work with a family inheritance of 2,500 olive trees, Stribacu has managed to place her oil as a branded product on the shelves of leading stores such as the UK’s Waitrose. “Greek producers prioritise immediate gains without investing in the future,” she complained.
Even when prices are high, however, it is not easy to establish an export business. Spyros Papadatos, a former international football referee who once oversaw stars such as David Beckham, changed his career to return to Sparta and oversee his father’s olive grove, but said he had been discouraged from investing in the bottling and export of oil by rising costs for labour, fuel and fertiliser.
Philippe Papastratos, another producer who once made and exported oil from Aegina island, south of Athens, said he had to shut the operation this year because of soaring costs.
Despite its prominent place in daily life, olive oil is not given the attention it deserves by Greeks, said Economou. “It’s sad because for decades we’ve been discussing the same problems, and now they’re compounded by the growing impact of climate change.”
Even the entrepreneurial Bardis is uncertain about the future of his project. “In the past, this kind of investment would be for at least three generations,” he said, “but now I’m not sure how long it will last.”





US cracks down on money flow to Iran-backed Houthis
Treasury imposes sanctions on entities in Turkey and Yemen after attacks on commercial vessels around Red Sea

James Politi   28 Dec, 2023 

The US has slapped sanctions on groups in Turkey and Yemen allegedly responsible for funnelling money to Iranian-backed Houthi rebels in a crackdown driven by their attacks on commercial vessels passing through the Red Sea.
The move by Washington expands its efforts to curb financial flows to Iranian-backed groups in the Middle East — including Hamas, Hizbollah and the Houthis — since the October 7 Hamas attacks on Israel.
Based in Yemen, the Houthis have launched a series of attacks against commercial vessels in the Red Sea and the Gulf of Aden since mid-November using missiles and drones, raising concerns about significant disruption to international trade as ships have been forced to reroute trips around the tip of South Africa.
The US Treasury department said on Thursday it was placing sanctions on one individual and three entities “responsible for facilitating the flow of Iranian financial assistance to Houthi forces and their destabilising activities”.
“Today’s action underscores our resolve to restrict the illicit flow of funds to the Houthis, who continue to conduct dangerous attacks on international shipping and risk further destabilising the region,” said Brian Nelson, the US Treasury under-secretary for terrorism and financial intelligence.
The sanctions were placed on the head of the Currency Exchangers Association in Sana’a, Yemen’s capital, and three exchange houses in Yemen and Turkey. According to the US Treasury, they “facilitated the transfer of millions of dollars to the Houthis at the direction of . . . Sa’id al-Jamal”, a financier affiliated with Iran’s Islamic Revolutionary Guard Corps — Quds Force.
The White House has accused Iran of being “deeply involved” in planning the Houthi attacks in the Red Sea, including providing the group with “tactical intelligence” to help it target maritime vessels.
Earlier this month, the Pentagon strengthened a multinational military task force with key US allies to protect “freedom of navigation for all countries” in the area. Denmark’s AP Møller-Maersk, the operator of the world’s second-largest container ship fleet, said this week that it will resume sending vessels through the Red Sea after the coalition began providing naval security.
It is unclear how much the task force will deter the Houthis, as the group has warned that it may carry on with its attacks as long as Israel’s war against Hamas in Gaza continues.
The new US sanctions against Houthi financial networks come amid growing concern that the war in Gaza could spill over into a broader regional conflict — a scenario that has so far been avoided.
Benny Gantz, an influential Israeli minister and a member of the war cabinet, threatened to escalate military operations against Hizbollah, which has been launching attacks against targets in northern Israel.
“The situation on Israel’s northern border demands change,” Gantz told reporters. “The stopwatch for a diplomatic solution is running out.”





Israel’s Benny Gantz threatens to intensify military action against Hizbollah
Minister says time for a diplomatic solution is running out amid fears conflict could spread

Polina Ivanova   28 Dec, 2023 

Israeli minister Benny Gantz, one of three men who make up the country’s war cabinet, has threatened to ramp up military action in the north to push Hizbollah forces, which are firing at Israel from Lebanon, further away from its border.
“The situation on Israel’s northern border demands change,” Gantz told a press conference late on Wednesday. “The stopwatch for a diplomatic solution is running out.”
“If the world and the Lebanese government don’t act in order to prevent the firing on Israel’s northern residents, and to distance Hizbollah from the border, the IDF will do it,” he said, using the acronym for the Israel Defense Forces.
Israel and Hizbollah have engaged in near-daily cross-border fire since October 8, with Hizbollah acting in support of Hamas, which is also backed by Iran and has been fighting against Israel in the Gaza Strip for the past 11 weeks. Each clash raises fears of the war in Gaza escalating into a wider regional conflagration.
More than a dozen casualties have been reported by Lebanese authorities. Three people were killed by an Israeli air strike on southern Lebanon this week, including two Lebanese brothers who had Australian citizenship.
Australia said on Thursday it was investigating Israel’s claim that one of the brothers was a member of Hizbollah. At their funeral, the brothers’ coffins were draped in Hizbollah flags.
Three Lebanese journalists have also been killed by Israeli strikes on southern Lebanon since the start of the war, including a photojournalist from news agency Reuters.
Four Israeli civilians and eight soldiers have been killed in the northern clashes so far. The cross-border fighting has led Israel to evacuate civilians from a strip of the north several kilometres wide. According to the IDF, 80,000 people have been evacuated from the north. Towns there, such as tourist resort Rosh HaNikra or Israel’s northernmost point Metula, have become deserted ghost towns.
On Wednesday, Hizbollah claimed responsibility for a barrage of fire on what it said was an Israeli naval base near Rosh HaNikra, with Israel intercepting six of at least 18 rockets, and no damage caused.
Israel’s northern forces were “in a state of very high readiness”, Major General Ori Gordin, head of the IDF’s northern command, said on Wednesday. “Today, we approved plans for a variety of contingencies, and we need to be prepared to strike if required.”
Foreign affairs minister Eli Cohen visited northern Israel on a tour on Wednesday and said Hizbollah leader Hassan Nasrallah “should understand that he is next in line”.
“We will work to exhaust the political option, and if it does not work, all options are on the table in order to ensure the security of the state of Israel and return the residents of the north to their homes,” Cohen said.
Fears of a wider war in the Middle East have grown this week after a senior Iranian general based in Syria, Reza Mousavi, was killed in an air strike that Tehran blamed on Israel. Iran has threatened to retaliate. Israel has sought to dissuade Hizbollah from scaling up the war by raising the stakes: earlier this month Prime Minister Benjamin Netanyahu warned that if Hizbollah launches “an all-out war”, Israel would “turn Beirut . . . into Gaza”.
Palestinian health ministry officials said on Wednesday that more than 21,100 people had been killed by Israel’s air and land offensive in Gaza, since the start of the war on October 7.
Israel’s offensive was triggered by a large-scale attack on southern Israel by Gaza-based Hamas in which more than 1,200 people were killed, according to Israeli officials, and many taken hostage.
Much of Gaza is now in ruins and almost all of its 2mn-strong population displaced from their homes. Videos on social media on Thursday showed residents of central Gaza’s refugee camps evacuating further south on foot or packed into vehicles as Israel expanded ground operations in the area.
In the occupied West Bank on Thursday, at least one Palestinian was killed in clashes with Israeli troops, the Palestinian health ministry said, while Israeli forces raided foreign exchange offices and seized cash the military claimed was destined for Hamas.
Images shared on social media showed stacks of banknotes in boxes being carried out of offices by Israeli soldiers.
The Palestinian Monetary Authority, the central bank, said six exchange offices under its supervision had been blown up and raided. It accused Israel of violating international norms in an aim to undermine confidence in the Palestinian banking sector.





Europe’s biggest renewables group shores up dams against extreme weather
Norwegian state-owned Statkraft will spend €700mn upgrading infrastructure to help it withstand heavier rains

Rachel Millard   29 Dec, 2023 

Europe’s biggest renewable energy producer Statkraft is spending €700mn upgrading its hydropower dams to help them withstand heavier rains, highlighting the risks posed by climate change to energy security and companies’ finances.
The Norwegian state-owned company said it plans to strengthen more than 70 dams over the next five to 10 years, describing the work as “climate change resilience and energy security in practice”.
“We have several projects to strengthen our dams so they can be resistant to extreme rain to an extent we have not had before,” chief executive Christian Rynning-Tønnesen told the Financial Times.
Dams set to be upgraded include the 130 megawatt Trollheim hydropower plant in southern Norway, the 106MW Høyanger plant in the west of the country, and the 500MW Rana plant in the north.
Hydropower is essential to Norway’s energy system, with almost 1,800 hydropower plants around the country accounting for almost 90 per cent of its electricity production.
The resource has helped Norway become an important exporter of electricity to Britain and Europe, with a 450-mile cable between Norway and England opened in October 2021.
But Statkraft said the company had observed an “increase in unexpected heavy rains and extreme weather due to climate change”, adding this was a “very serious development that [ . . .] we need to be especially aware of”.
In August, the dam at the Braskeriedfoss power plant, owned by Hafslund Eco in southern Norway, partially collapsed in heavy rains, while excess water also damaged the power plant.
Protecting dams from heavy rains is a growing focus for hydropower operators: several dams in France have been equipped with special systems to help them release water.
Statkraft said its work includes building “new spill-gates which are able to handle large amounts of water in a short amount of time”, while some dams will be replaced.
As global warming increases, each fraction of a degree of temperature rise causes more extreme and frequent weather events, exacerbating floods and droughts. The global temperature rise is already at least 1.1C since pre-industrial times.
Extreme rains are not the only climate change related threat to hydropower producers, last year the Norwegian government raised the prospect of curbing electricity exports after dry weather depleted reservoirs.
Statkraft said the €700mn of work to reinforce the dams was also driven by the “increased threat of terrorism related to critical infrastructure”, though it declined to give more details.
It comes as the company is working to expand its renewables portfolio and continue branching out from Norwegian hydropower. This accounts for the bulk of its 19GW of generation capacity although it also has wind, gas, biomass and solar plants in the UK, Europe and elsewhere in the world.
Statkraft is aiming to develop 2.5-3GW of new renewable energy capacity a year by 2025 and 4GW a year by 2030.
In a major deal in November, it agreed to buy the Spanish renewable energy company Enerfin, which has a portfolio of about 1.5GW of wind and solar power either up and running or being built for €1.8bn.
It has been a tough year for many renewables developers, with high interest rates and other rising costs derailing some high profile offshore wind projects.
However, Rynning-Tonnesen said Statkraft had “always assumed that interest rates would come up again” and did not factor long-term low rates into its projections.
“For us, what has happened over the past two years is that interest rates have come up to exactly our own assumptions,” he said.
“So we are not changing any calculations. But it makes us more competitive, because others have had to increase their return requirements.”





Brazil to launch regulated carbon market
Activists worry that a carve-out for agriculture will limit the scheme’s environmental value

Bryan Harris, Michael Pooler   29 Dec, 2023 

Brazil plans to launch a regulated carbon market with the aim of combating climate change, as Latin America’s largest economy looks to reclaim its credentials as a leader on the environment.
Lawmakers in Brasília are advancing a bill that would establish a “cap-and-trade” system, in which projects that would reduce or remove carbon dioxide from the atmosphere — such as tree planting — would sell tradeable permits for companies to cover emissions. Each represents a tonne of CO₂ or equivalent.
The objective is to push polluters to decrease greenhouse gas emissions over time, in line with national goals, or else buy these permits, known as credits or offsets.
The initiative is part of the green agenda of President Luiz Inácio Lula da Silva who, since assuming power at the start of 2023, has won international plaudits for a clampdown on destruction of the Amazon rainforest, following a rise under his far-right predecessor Jair Bolsonaro.
But green campaigners caution that the bill exempts livestock and primary agriculture — unprocessed goods directly from farms — which are together one of the country’s main sources of greenhouse gases (GHGs).
Lula’s leftwing administration has already faced censure from activists over plans to boost oil and gas production as his government walks a tightrope between environmentalism and economic development.
Similar emissions-trading schemes, or ETS, operate in the EU, China and California, though with a focus on emissions allowances rather than offsets. The idea is for market forces to set a carbon price and spur clean innovation. Brazilian officials also hope it will attract foreign investment.
After initial votes in both the lower house and the senate, the bill needs secondary approval from both chambers, before it can be signed into law by Lula.
The International Chamber of Commerce in Brazil said that, in an optimistic scenario, the country could receive revenues of $120bn by 2030 from regulated and voluntary carbon markets.
Pedro Venzon, policy adviser at the Geneva-based International Emissions Trading Association, said Brazil had the potential to be “one of the most important domestic carbon markets in the world”.
“If Brazil manages to develop an efficient system with high integrity, this can set the tone for other countries like Indonesia and India,” he added. “This could create a new momentum for carbon markets, especially [in] the global south.”
But excluding agriculture may limit the environmental impact, critics said. Brazil is the world’s seventh-largest emitter of CO₂ equivalents, accounting for 3 per cent of global emissions, according to Climate Watch data for 2020. About half its emissions are from deforestation, some of which is carried out for farming purposes and much of which is illegal. This releases carbon stored in trees and plants.
A quarter of emissions come from agriculture and livestock, according to the chamber of deputies. Scientists say contributors are land clearances, methane from cattle, and nitrogen fertilisers. “The regulated market is very important to advance solutions with the best cost benefit,” said Tasso Azevedo, co-ordinator at the non-profit MapBiomas.
“If we don’t include [agriculture], we will create a weak market that deals with a very small portion of emissions.”
Brazil’s farming lobby — among the top exporters of soyabeans, beef, cotton and corn — justifies its exclusion on the grounds that it is difficult to measure agricultural emissions. Activities such as food-processing plants and meatpackers would be covered by the rules.
Farmers in the continent-sized country say they already preserve large tracts of native vegetation and are expected to be significant suppliers of credits.
“The primary Brazilian agricultural sector within the [farm] gate is the main national asset for offsetting greenhouse gas emissions from other polluting sectors,” said Pedro Lupion, leader of the parliamentary agricultural caucus.
“No country in the world has [carbon] regulation of the agricultural sector due to a lack of scientifically verifiable references and metrics, in addition to increasing the price of food with taxes and other implementation fees.”
But environmentalists argue no other carbon market exempts the main sources of GHGs. New Zealand is to impose a world-first levy on methane from cows and sheep at the end of 2025.
“We are excluding a big chunk of emissions that could be reduced,” said Bruna Araujo at sustainability consultancy WayCarbon. “There is also the issue of a proper methodology to measure agribusiness emissions.”
The planned rules will impose reporting requirements on companies or installations emitting above 10,000 tonnes of CO₂ equivalent annually. Those with emissions of more than 25,000 tonnes will be subject to compliance obligations.
The text’s rapporteur in the lower house, federal deputy Aliel Machado of the Green Party, has suggested a longer transition period for the agricultural sector.
“The political strength that agriculture has within the national congress [means] if it decides not to get on board, we will struggle to approve a law that includes it,” he told the Financial Times. “I believe that if agriculture doesn’t enter into this law now, it will do so soon.”
Additional reporting by Beatriz Langella





Football’s broadcast revenue boom is over — what happens now?
A squeeze on revenues stands to benefit the Premier League, but at a cost to competitions elsewhere in Europe

John Burn-Murdoch   29 Dec, 2023 

From the 1990s to the eve of the Covid pandemic, football was in a long boom. The marriage made in heaven between pay-TV and live football in the early 1990s brought vast sums of money into the sport, and, for the following three decades, every time the broadcast rights were up for auction, the winning bid was higher than the last.
When Sky first won exclusive rights to broadcast live Premier League football in 1992, it cost them £38mn per season. Seven auctions later, they paid £1.8bn per season for the 2016-2019 stretch, a 40-fold increase. It was the same story right across Europe, and this reliable and effort-free source of revenue growth quickly became an implicit assumption in football clubs’ planning.
But then the pandemic hit, and broadcasters reassessed. No domestic TV rights package agreed since 2020 for any of England, Spain, Germany, Italy or France’s top leagues has set a new high, even in nominal terms.
Don’t be fooled by the higher sticker price on the Premier League’s latest package. As football finance analyst Kieron O’Connor points out, British broadcasters may have paid marginally more than last time but they got 67 extra matches for their money.
This detail is doubly disconcerting. First it means Premier League football is not as lucrative as it once was, but second, and more existentially for the wider English footballing ecosystem, it raises the prospect of England’s “3 o’clock blackout” being repealed.
The rule currently prevents live football being shown on British television mid-afternoon on Saturdays, the time slot when the vast majority of the country’s smaller professional teams play in front of crowds whose matchday spending is their lifeblood.
If a future Premier League auction offers up the full slate of 380 matches — including 3 o’clock kick-offs — to prop up revenues, that may come at the cost of the survival of smaller clubs around the country.
But while England’s worries are, for the moment, mostly what-ifs, the pain is more immediate for Europe’s other big leagues. According to figures from the consultancy Football Benchmark, the latest rights deals in Germany, Italy and France were agreed for cuts of between 5 and 20 per cent, while Spain’s represents a wafer-thin increase on the previous package but is still below its pre-pandemic high.
Adding to their woes is the fact that the Premier League has cracked the US. While its domestic rights may be faltering, England’s top division currently pulls in £1.8bn per season for overseas broadcast rights, including £333mn in the US. This completely blows its European rivals out of the water, and is a key part of its £2bn per season advantage over its nearest rival in annual broadcast revenues.
Such a gulf explains why when Norwich City finished in last place in the 2021-22 Premier League, they earned more broadcast revenue for their league appearances than Bayern Munich, AC Milan or Paris St Germain, the German, Italian and French champions.
The Premier League’s pulling power is so great that across the whole of Europe only Barcelona and Real Madrid made more money from televised league games than England’s bottom-ranked team, with the result that the biggest clubs on the continent now increasingly find themselves outbid on transfers not only by fellow giants but also by Premier League minnows.
The overall sense one gets is that the revenue squeeze is replacing three decades of a rising tide that lifted all footballing boats with a winner-takes-all environment in which the highly competitive and expertly marketed Premier League is the clear winner.
At home that may endanger smaller English clubs. Abroad it jeopardises viable competition in continental tournaments, and will only put a tighter squeeze on other European clubs and leagues as international broadcasting revenues become the scarce resource.
But while the problem is increasingly clear, the solution is not. Even if one thinks a putative European Super League would be a net positive (I don’t), a majority of clubs originally associated with the idea have since come out strongly against it. The Spanish FA could continue building lucrative links with Saudi Arabia, but that would be unpopular with both fans and players.
To mix my metaphors, this time the frog knows it’s in a pot of simmering water, but its only escape routes are the frying pan and the fire.
john.burn-murdoch@ft.com, @jburnmurdoch





Geopolitical risk forces aircraft leasing companies to rethink exposure to China
Lessors badly hit by losses in Russia cut back presence in one of world’s biggest markets

Sylvia Pfeifer, Chan Ho-him   29 Dec, 2023 

Global aircraft leasing companies are reassessing their risk appetite for China amid heightened tensions with the US and in the wake of big losses following the grounding of planes in sanctions-hit Russia.
Some international lessors have begun to reduce their exposure to the country, industry executives and analysts said. Friction between the US and China, coupled with uncertainty over war risks surrounding Taiwan, were adding to wider concerns over geopolitical risk, they added.
China is the world’s single largest market for airline lessors, according to aviation consultancy Cirium, with almost 20 per cent of their global portfolio leased to operators within the country, and it is forecast to remain a critical market for the aviation industry.
But western lessors “may be at the start of a trend to de-risk” from China, said Eddy Pieniazek, head of advisory at aviation consultancy Ishka.
“The major risk is about whether there would be war in [the] coming few years” across the Taiwan Strait, which could put many aircraft assets at risk, said an executive from a major aviation leasing company. “If you look at Russia, the aircraft got detained in Russia . . . that could also happen in China if the same sanctions [are] imposed on China.”
Hundreds of planes owned by western aircraft leasing companies were stranded in Russia after its invasion of Ukraine in 2022. Many lessors are still embroiled in legal disputes with insurers over billions of dollars of claims.
Aircraft leasing companies’ experience in Russia “probably alerted some lessors to review or reconsider their exposure concentrations”, including that of China, Pieniazek added.
Los Angeles-based Air Lease Corporation, one of the world’s biggest aircraft lessors, owning about 448 planes and with a fleet net book value of $25.6bn, said it has over the past five years reduced the share of its portfolio in China from about 20 per cent to about 7 per cent as of September this year.
The lessor last year was forced to write off more than two dozen aircraft detained in sanctions-hit Russia at a cost of $802mn. It said it was still looking for ways to recover losses including through insurance claims and litigation.
Steven Udvar-Házy, Air Lease executive chair, told an investor conference in September that the company watches China “very closely”. “We’re in the process of selling a number of our Chinese assets to other Chinese leasing companies,” he said. Air Lease, he added, aimed to have “about 4-5 per cent” of its total portfolio in China.
Another major aviation lessor, Dublin-based Avolon, which owns a fleet of more than 520 jets, has reduced its China exposure from 13.4 per cent of its total portfolio at the end of 2019 to 9.5 per cent in September this year.
The lessor, which counts China’s Bohai Leasing and Japanese financial services group Orix as its owners, had to write off $304mn last year as 10 of its planes were stuck in Russia. Avolon declined to comment on the reasons behind its decision to lower its China exposure.
However others, including Dublin-based AerCap and SMBC Aviation Capital, have in recent years expanded their portfolios in China, according to Cirium data.
AerCap, which owns more than 1,800 aircraft, grew its Chinese exposure from about 13 per cent of its portfolio in 2019 to nearly 17 per cent last month, Ishka data showed. AerCap declined to comment.
BOC Aviation, a state-backed lessor majority owned by the Bank of China, which owns more than 400 planes, said it still hopes to grow its market share in China. The Singapore-based lessor added that although the proportion of its fleet leased to Chinese airlines over the past five years was down, it was “largely due to the fact that the Chinese market was closed and shrank . . . while other jurisdictions grew”.
As some western lessors reassess their presence in China, the market share from Chinese aircraft lessors has increased and now stands at around 52 per cent of a total of 922 leased planes in China, compared to 48 per cent of 690 planes in 2020, according to Cirium’s analysis.
China’s domestic flight demand has remained strong this year despite the economic slowdown, but the resumption of international routes still lags behind many peers. China has not yet been “firing on all cylinders with respect to traffic recovery” after the reopening, said Ishka’s Pieniazek.
But analysts still believe that the long-term opportunity in China for aircraft lessors remains optimistic. “The demand for aircraft in China remains strong and cannot be solely met by Chinese lessors,” said Herman Tse, valuations manager at Cirium. “This creates opportunities for foreign lessors, leveraging their extensive experience in aircraft leasing.”





Are you paying attention? Try these hacks to stop distraction
Channelling your mental resources can improve wellbeing and productivity

Grace Lordan   29 Dec, 2023 

The writer is author of ‘Think Big’, an associate professor at the London School of Economics and founding director of The Inclusion Initiative
If you are tired of never-ending notifications, a packed inbox and a to-do list that seems to have a life of its own, you might want to contemplate a showdown with your unruly attention span.
In the world of psychology, this quest is called “attentional control” — the art of channelling your mental resources fully into specific tasks. Attentional control is not just a neat party trick. It is a superpower that can level up your wellbeing and turbocharge your productivity.
But where should you begin?
Having tried some hacks, it is clear to me that mastering attention control, not time management, is the key to liberating more hours in my day. I would estimate this experiment has freed up four hours for me every day.
My battle against distraction began with focused research: meticulously scrutinising my working day to identify time-sucking culprits.
These can include pointless meetings, spending too long preparing unimportant documents, and the attention we waste on things we cannot control, such as moaning about the weather and analysing what other people think of us. Before you allocate one neuron of attention to a task, ask two questions. Do you care about the outcome? And can you control the outcome? If you answer no to either you should redirect your attention back to your priorities and learn to say “no”.
If you apply these two simple rules, you will find yourself politely stepping out of meetings and trusting your colleagues to deal with the things you care less about. You will delegate more. You will make fast decisions on anything that is low stakes, preserving your attention for the bigger problems. You will shorten meetings: 30-minutes become 25, 20 or even 15. Meetings of an hour or more need to be strictly reserved for top priorities.
Elon Musk supposedly orchestrates his day in five-minute intervals, an extreme scheduling tactic but one that will probably reveal too much time wasted on email and other messaging tools. By habitually refreshing your inbox you are undermining your ability to concentrate on complex or more important tasks. This results in reduced cognitive performance and an increased likelihood of errors. Frequent email checkers also exhibit higher stress levels.
Instead, establish a single channel of communication. Get disciplined. Check messages only during designated time blocks, avoiding the moments you are most productive. You may want to avoid checking in the morning so as not to interrupt a routine you have cultivated to set you up for a successful day. I agree with the philosophy that every email deserves an answer — but perhaps not at the lightning speed some people expect. Most things can wait. You could even consider asking people to designate a speed at which they need a response. I ignore those who demand an immediate response for trivial matters and politely decline things that do not align with my priorities.
Now you are free to focus on your most critical tasks. If you do not know what these are, make a ranked list of the things you do in terms of importance and simply choose the top three to five.
To keep my attention on my priorities, I experimented with dividing my work week into themed days. I designated Mondays for one-on-one meetings and Tuesdays to writing and research. Allotting set periods to specific tasks minimised the likelihood of multitasking and task-switching, which improved my attention and cognitive focus. My mood was also better and calmer.
Keeping attention on priorities is still difficult. You can experiment with the various tactics touted to improve and restore attention to figure out what works best for you. To block out endless potential distractions, you could practice a daily habit of meditation, for example. There is evidence that doing so improves attention, emotion regulation, impulsivity, and work-related morale. Or you could offload cognitive demands and stay focused by carrying a notebook to jot down any ideas that enter your mind to distract you. I prefer taking a leisurely walk, when my focus drifts to something that is not a priority, to reboot my attention.
There is evidence the human brain has a limited capacity for making decisions and the quality of decisions deteriorates with the number made. By simplifying choices such as what to wear or eat, you can conserve decision-making capacity for more important and complex matters.
Remember, your attention is finite. Having the capacity to choose what you pay attention to will free up time for more important things. Just try not to get waylaid by a new distraction: the regret of not being disciplined with your attention sooner.
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Blair government sought treaty to share Parthenon marbles with Greece 
Attempts to resolve 200-year dispute were blocked by British Museum, newly released documents show

Rafe Uddin, Anna Gross, Jim Pickard   29 Dec, 2023 

Tony Blair’s Labour government lobbied for a treaty to share the Parthenon marbles with Greece in 2003, accusing the British Museum of “blinkered intransigence” over the contested treasures.
In a letter addressed to Blair in April 2003, Downing Street adviser Sarah Hunter wrote: “There are good reasons for us to . . . both privately and publicly encourage the [British Museum] to find an accommodation over the next 12 months,” according to files released by the UK National Archives.
“The Greek case has become more sophisticated — arguing for a loan rather than restitution of ownership — and contrasts with the [British Museum]’s blinkered intransigence to consider any compromises,” she added.
The row over the return of the sculptures has been rumbling on for more than two centuries after they were hauled from the ruins of the Parthenon temple in Athens by the Earl of Elgin. They are currently one of the most celebrated artefacts in the British Museum.
Prime Minister Rishi Sunak caused a diplomatic spat in November when he snubbed his Greek counterpart in a dispute over the so-called Elgin Marbles. Sunak had been unhappy with commentary made by Greek premier Kyriakos Mitsotakis ahead of a planned meeting.
Mitsotakis has been in longstanding discussions with British Museum chair George Osborne about the potential for a loan agreement. Sir Keir Starmer, leader of Britain’s opposition Labour party, has said he would not stand in the way of such a deal between Athens and the museum.
Osborne, who was also formerly chancellor of the exchequer, said on his Political Currency podcast on Thursday that the museum’s trustees and the government in Athens were “very much up for a deal”, noting that conversations were continuing even if the prime minister was not speaking to his Greek counterpart.
Hunter wrote that the 2,500-year-old carvings could be a “powerful bargaining chip” in vote-building for London’s 2012 Olympic bid, noting that it could help garner the Greek vote and a “range of others”. But, she cautioned, “we would have to guard against other nationals asking for reciprocal acts”.
To solve the impasse, she suggested that London and Athens sign a treaty that would govern a sharing arrangement between the two countries.
In a handwritten note scrawled on the typed letter, Blair wrote that he was in favour of setting up a channel of communication to persuade the British Museum of the advantages of such an arrangement.
He suggested putting former foreign secretary David Owen in charge of the negotiations as he had “clout”, but would also create distance from the government.
Owen had written to the government in March 2003 arguing that negotiating some form of treaty with Athens for the loan of the marbles would have “tremendous benefits”. It is not clear from the documents why this idea was ultimately shelved.
In October 2002, Costas Simitis, then Greek premier, wrote to Blair suggesting that the marbles be restituted to Greece on long-term loan from the British Museum to a new museum being built at the foot of the Acropolis, “bypassing the issue of ownership”, the archive documents reveal.
A 1963 act of parliament stops the British Museum permanently handing back the sculptures.
In exchange, Greece offered to provide the British Museum with a revolving offer of artefacts from antiquity, including some that had never been seen before outside Greece. The Simitis letter made reference to a 2002 poll that found 56 per cent of the British public supported the return of the marbles to Greece.
“The return of the marbles by the British government in the context of the Olympics of 2004, would be an internationally applauded gesture befitting the Olympic spirit,” Simitis wrote.
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FirstFT: Maine disqualifies Trump from presidential primary ballot
Also in today’s newsletter, Russia launches biggest aerial attack on Ukraine since start of war and job offers for Harvard MBA graduates fall

Gordon Smith   29 Dec, 2023 

Good morning.
Maine has followed Colorado and disqualified Donald Trump from its presidential primary ballot, accusing the former US president of engaging in insurrection and attempting to overturn the 2020 presidential election result.
Maine secretary of state Shenna Bellows argued Trump was not qualified to be president under the Fourteenth Amendment of the US Constitution, which prohibits individuals who have engaged in insurrection from holding office.
Bellows said that in the months leading up to January 6 2021, when Trump backers stormed the US Capitol, the ex-president “used a false narrative of election fraud to inflame his supporters and direct them to the Capitol to prevent certification of the 2020 election and the peaceful transfer of power”.
Trump’s campaign said Bellows, a Democrat, “decided to interfere in the presidential election” and that it would “quickly file a legal objection” against this “atrocious decision” in Maine’s state court. Read more on Trump’s latest legal setback.
We’re taking a short break for the holiday weekend, and will be back in your inboxes on Tuesday January 2. Happy new year!
1. Asset managers are warning that proposals to tighten new liquidity requirements and pricing methods for US mutual funds will drive away investors, reduce choice and hasten the demise of an investment vehicle that underpins American retirement savings. The US Securities and Exchange Commission said market ructions at the start of the Covid-19 pandemic showed the need for tougher rules. Here’s more on the proposed changes.
2. Russia has launched a huge raid against the capital of Ukraine as well as cities in the east, south and west of the country that has left 12 dead and 76 injured. Russia launched 158 missiles and drones, 87 cruise missiles and 27 attack drones, according to Ukrainian officials. Here’s more on what Lieutenant-General Mykola Oleschuk, head of Ukraine’s air force, said was the biggest aerial attack of the war so far.
3. Rising interest rates have handed a €100bn windfall to European banks over the past two years, but the long-awaited boost has failed to close a persistent valuation gap. The earnings fillip has allowed European banks to increase dividends and buybacks. But while better capital returns have translated into double-digit stock price gains for many lenders, almost all still trade at steep discounts to the book value of their assets and their US peers.
4. Chinese telecoms company Huawei has reported its highest revenues in three years after weathering the “storm” of a barrage of sanctions from Washington. The world’s biggest telecoms equipment producer as well as a top smartphone manufacturer said today that full-year sales would be more than Rmb700bn ($99bn) this year, up 9 per cent from Rmb642.3bn in 2022. Here’s more on the results.
5. Harvard Business School has reported that job placements for its graduates have fallen to the lowest levels in more than five years, in a sign of the slowdown in demand for recruitment for even highly qualified candidates. The data comes amid increasing signs of a slowdown in hiring in a number of sectors that have traditionally recruited large numbers of MBAs. Read more on the companies and sectors delaying hiring.
How well did you keep up with the news in 2023? Test your knowledge with our FirstFT year in review quiz.
Food is a passionate subject for many cultures, not least Italians. So when celebrity academic Alberto Grandi told the FT’s Marianna Giusti that carbonara, a supposed staple of Roman cooking, was actually a fairly recent American invention, he unleashed a barrage of furious responses. The professor’s additional remarks about Wisconsin producing the most authentic parmesan cheese did little to pacify Italian readers, who sought vigorously to defend their country’s cuisine. Read the piece that cooked up a controversy and became our most-read FT Weekend story of the year.
Additional contributions from Tee Zhuo and Emily Goldberg





Max Jones and the call of the culinary wild
From a Booley in West Cork, one man is preserving a food culture
    29 Dec, 2023 

Have we lost something important in our day-to-day lives? Is there an uncomfortable feeling that our way of living is at odds with what we instinctively know to be right? While we all want our modern comforts, many of us would also like to reconnect with the first principles of food production and consumption: seasonal, local and sustainable. But too often this never gets further than buying a loaf of sourdough.
Then there is Max Jones. Living in and working from a small West Cork village in Ireland, he is bringing expression to this innate desire to rediscover food in its simplest form. Jones wants to harness the value of our advancements while preserving and reintroducing the traditional and low-impact methods of food production and ways of living. This is not an exercise in romantic nostalgia, rather a practical application of valuable skills that are being lost in our rush to convenience.
It’s about “reawakening these abilities that are intrinsic to us all to carve a better future for our food by honouring techniques of the past”, as he puts it. Now 38, he is an educator in food traditions and methods and also a writer, photographer and food producer.
Although Jones was brought up in his father’s home of Birmingham, he spent much of his childhood in Biella in the foothills of the Italian Alps, his mother’s childhood home. His parents met when his father was posted there as an English teacher. Jones spent summers and holidays in this rural idyll where he was afforded a somewhat feral life. He wandered the mountains around Biella taking bread and cheese in his pocket, just as the herdsmen did, so he wouldn’t have to descend the mountain for home until the end of the day. As he explains: “Watching the herders using their animals to turn the landscape into milk, then by using acidity and desiccation make food that you can then take with you off the mountain and eat when the land is not producing. Preserving – that’s what it is all about.”
As a young adult, he went to London to become a musician. To pay the rent he worked as a cheesemonger at Mons at Borough Market. There, he was drawn into the lives of the cheesemakers, their vocational connection to their landscape and the food it and they produced. “They were in these amazing places with no electricity, no running water, and I realised it wasn’t just the cheese they were making,” he says of the remote artisan producers that captivated him. Their whole lives were rigged to survive.
This curiosity brought him to the legendary Sally Barnes of the Woodcock Smokery, Gortbrack, in West Cork. Sally has been preserving only wild, non-farmed, natural fish since 1979. Having worked with Barnes in her smokery, Jones later returned to help keep her knowledge alive by designing and building “The Keep”, a learning space for Sally to teach her method and impart the ethics of a true artisanal existence.
Since then, he has been working towards sharing his love for cheesemaking, bound with the alpine tradition of transhumance in the Biellese mountains: trans (across) humus (land), the seasonal movement of livestock. “They shake up your soul and should be experienced at least once in a lifetime,” he says.
He has built spaces in both Italy (the Rustico) and Ireland (the Booley), helping new food producers harness old methods: he organises a transhumance trip in Italy every year. “It is an ancient tradition to move with the herd at the beginning of summer to upland pasture, taking advantage of nature’s abundance at that time of year.”
In Ireland, this tradition is called booleying, taken from the Irish buaile, meaning livestock enclosure or summer milking place. Jones has recreated his own booley, near the village of Leap in West Cork, renovating a shed on a wooded hillside by the Blackwater estuary, once part of an old seminary. With no running water and no electricity (just the way it should be), he hosts tastings, talks and workshops to teach people both the traditions of the land – making raw-milk cheese and butter – and those of the sea.
We are sitting in the Booley with the fire burning and the lanterns lit, and Jones offers me an amaro he made himself, with leaves and roots of plants foraged around the Booley, plus some gentian root tincture given to him by a herder in Biella. It’s bitter but not too bitter and there is a beautiful smoothness to it. He explains that when he is teaching he encourages people to learn with the senses. This way you don’t have to have the piece of paper to make the brine for the smoked fish, for example, you just keep adding salt until it starts to bob in the water; and you know when it has dried by the touch of your hand.
The next evening, we go to the beach to smoke the fish he has prepared. He allows it to dry a little more in the wind. Then he places it in the smoker that he has just built in the sand and lays some wet hessian on top. The smoke begins to rise. “The smoke shows us the wind,” he says. “We can only see the wind when it blows the smoke – it’s such a beautiful thing.”
West Cork is now home for Jones and his Irish partner, Reídín Beattie, owner of Daughters of Flowers, a natural skincare company, with whom he has a daughter, Beatrix, now 18 months old. In a local village, Jones has established a simple community smoker on market day to encourage local people to re-engage with their forgotten traditions by smoking their own food or food they buy at the market.
Max Jones is a pragmatic idealist devoted to bringing the traditional skills of food production to a younger generation. Through his advocacy, education and workshops in Ireland and Italy he may well awaken skills innate within us all.
uptherethelast.com





UK house prices predicted to fall again in 2024
Nationwide’s figures reflect stagnant market caused by impact of high mortgage rates on would-be home buyers

Delphine Strauss   29 Dec, 2023 

UK house prices fell 1.8 per cent during 2023, according to mortgage lender Nationwide, which has forecast a similar decline or stagnation for the year ahead.
Nationwide said on Friday that prices had been flat between November and December, leaving them almost 4.5 per cent below the peak reached in the summer of 2022.
The figures reflect the impact high mortgage rates have had on would-be home buyers, after the Bank of England raised the cost of borrowing from a record low of 0.1 per cent in late 2021 to a 15-year high of 5.25 per cent.
Scotland and Northern Ireland were the only parts of the UK where prices rose in 2023, Nationwide said, while East Anglia was the weakest region, with prices dropping 5.2 per cent. Across England, prices were 2.9 per cent lower than a year ago, with southern regions underperforming those in the north.
Robert Gardner, Nationwide’s chief economist, said that even with modestly lower prices, the deposit paid by a typical first-time buyer would be 105 per cent of their average annual gross income. Meanwhile, their typical monthly mortgage payment would be 38 per cent of take-home pay, well above the long-run average of 30 per cent.
The lender described an increasingly polarised market in which the number of transactions involving a mortgage was a fifth lower than pre-pandemic levels over the past six months.
Demand from cash buyers has helped limit price declines. Nationwide’s figures, pointing to unchanged prices in December following a slight pick-up the previous month, mean the pace of annual decline has now slowed from 2 per cent in the year to November.
Although there had been “encouraging” signs for potential buyers recently, with mortgage rates edging down as investors began to bet on earlier cuts in the BoE’s benchmark rate, “a rapid rebound in activity or house prices in 2024 appears unlikely”, Gardner said.
Instead, Nationwide expects prices to remain flat or decline by up to 2 per cent in 2024, Gardner said, adding: “It appears likely that a combination of solid income growth, together with modestly lower house prices and mortgage rates, will gradually improve affordability over time.”
The mortgage lender Halifax, Nationwide’s main rival, has forecast a steeper decline in house prices of some 2 to 4 per cent in 2024.
But some property analysts are more upbeat about market conditions, noting that prices have proved far more resilient to high borrowing costs over the past year than was widely expected.
The latest official data — which includes cash purchases as well as those involving mortgages, and reflects only sales that have been finalised — shows prices fell 1.2 per cent in the 12 months to October.
The more timely Nationwide and Halifax indices, which capture deals still in the pipeline, suggest prices stabilised in recent weeks, even before an unexpectedly sharp drop in consumer price inflation raised hopes that the BoE might be able to cut interest rates earlier in 2024.
Andrew Wishart, an analyst at the consultancy Capital Economics, said it was “increasingly likely house prices avoid falls altogether next year”, helped by ongoing demand from cash buyers, limited forced sales and a further decline in borrowing costs.





Keir Starmer takes aim at UK civil service ‘churn’
Labour leader seeks to address ‘pernicious’ impact of rapid turnover of senior officials ahead of general election 

George Parker   29 Dec, 2023 

Sir Keir Starmer is looking to reduce the high frequency “churn” among senior civil servants, which he believes risks reducing the ability of an incoming Labour government to deliver on its priorities.
The Labour leader believes it is wrong that senior officials move jobs so often, rather than staying longer and using their expertise to drive through reforms, according to his allies.
One said: “If we are going to have a ‘mission driven’ government, that requires civil service stability. You don’t have that if you have directors-general moving jobs every 18 months.
“The system currently incentivises moving — it is seen as a sign that you are versatile and can take on any challenge — but it is ultimately not helpful for delivery.”
Starmer is being advised by Sue Gray, his chief of staff and a former Whitehall mandarin, on policy to improve the efficiency of the civil service ahead of the general election expected next year.
A former head of the Crown Prosecution Service, Starmer takes a keen interest in organisational structures, according to his colleagues. “He’s as interested in the ‘how’ as he is in the ‘what’,” said one.
Labour said last year that a “mission-driven government” would require “a rethink of how we govern”, with a sustained focus on long-term priorities such as boosting growth, developing clean energy and reforming the NHS.
The rapid turnover of officials was identified by the Institute for Government think-tank last year as being one of the biggest impediments to the ability of ministers to deliver policy and plan for the future.
Bronwen Maddox, the outgoing IFG director, said at the time that civil service churn had a “pernicious” impact on the ability of departments to function well.
It also recognised that the churn rate of senior officials had reduced slightly during the pandemic, with about 8.4 per cent either moving jobs or leaving the civil service between March 2020 and March 2021, down from 10.3 per cent the previous year.
“The motives, generally, are pay, promotion and wanting to get on,” she said of the frequent moves made by senior officials. But she said that often meant they remained for “only a year or two in post”.
Last year the Cabinet Office unveiled plans to keep top officials in their roles for longer, in an acknowledgment of the problem, with “set assignment durations” and bonuses for project delivery.
But Hannah White, the current IFG director, said: “It was completely toothless. The question is how do you stop people moving?” She added: “You have to change the presumption so it’s a negative rather than a positive if you move quickly.”
White said one could introduce minimum term contracts and prevent people from applying for other civil service jobs before those had expired; completion bonuses might be offered to those who stayed a certain number of years.
The government said: “Directors-general are usually expected to stay in their roles for a minimum of four years, to ensure that their knowledge and capability are retained for a significant period of time.“We also have introduced a number of measures to manage churn in senior grades, including through setting expected assignment durations and introducing the pivotal role allowance, which incentivises retaining experienced staff in key posts.”





Philanthropy funds community services as UK state support withers
High-earning donors increasingly keen to channel their wealth directly into grass roots projects

Jennifer Williams   29 Dec, 2023 

Without the youth centre in Wigan, north-west England, Sam Lee knows where he would be.
“I’d have been sat in my room, suffering with a lot of anxiety,” said the 15-year-old, as nearby children scaled the club’s climbing wall and played pool. “This place has opened up my future.”
A shift in donor trends has meant British philanthropists are increasingly keen not to simply hand out donations but instead channel their wealth into grass roots projects that support communities, according to experts.
Although there has been a 10-year decline in giving generally, according to economists, there is evidence that among millionaires it is going up. Research from Pro Bono Economics, a consultancy for the charity sector, has found that the most generous 10 per cent of high-earner donors are responsible for three quarters or more of the total value of donations of their peers.
With public finances still tight and social inequality rising, ministers, meanwhile, are starting to notice the “untapped potential” of philanthropy. Meanwhile, those within the sector are calling for the state to take on a more formal role in it.
OnSide is one of the modern networks of youth centres being funded by patrons searching as cash-strapped councils withdraw from directly providing such facilities.
The charity, which helps thousands of children across England, is rapidly expanding beyond its original roots in the north west. The concept behind it is that philanthropists provide a significant proportion of a new centre’s upfront and ongoing funding, while the council contributes part of the rest and usually the land. Children pay 50p a time.
Bill Holroyd, the Lake District-born entrepreneur who founded OnSide, said its approach was a “no-brainer”. “We have set out to prove the model works,” he said.
While 760 council-run youth centres closed between 2010 and 2020, according to the YMCA, the OnSide centres are “all still open”, said Holroyd. “They’re all still thriving,” he added.
As local council services continue to fold, there are signs that the government is starting to notice.
Earlier this month culture secretary Lucy Frazer attended an event organised by the philanthropic network Made in Stoke, which encourages wealthy people raised in the Staffordshire manufacturing town to give back to local projects.
There remains “untapped potential within our philanthropy sector”, she said, adding the government wanted to “maximise” that.
“That’s why we’re actively looking at ways we can expand, enable and encourage more philanthropic activity,” she said.
Nicole Sykes, director of policy and communications at the consultancy ProBono Economics, said the culture department, the Office for Investment and the sector regulator the Charity Commission have begun to make the topic more of a priority.
“There are signs,” she added, “that the government now thinks ‘this is important and we want to put resource into it’.”
Holroyd was inspired to set up OnSide in his early 40s after selling his food services company Holroyd Meek to the distribution giant Booker. A visit to an existing youth centre, Bolton Lads and Girls Club, inspired him to become chair of the enterprise before concluding the model could be expanded to other towns.
“Initially it was me opening my address book and asking them to support me very modestly,” he said of approaching wealthy contacts. “And it got bigger and bigger and bigger.”
Since then, OnSide has opened 13 more centres in disadvantaged areas, including three in London, with seven more in the pipeline.
Jason Stockwood, chair of the Horizon Youth Zone board in Grimsby, had already been thinking about the erasure of local institutions when he met Holroyd at a dinner around six years ago.
A self-made tech entrepreneur from the Lincolnshire port, Stockwood believes that, although capitalism had been an “aggregate” success in terms of global poverty, in his home town something had been lost.
“I had an opportunity as an entrepreneur,” he added. “I was struck by the fact I had to do something active and build something.”
Stockwood has helped to lead the set up of OnSide’s Grimsby centre and has also bought the town’s football club. He said any such institution had to be a partnership between private citizens and government.
“There’s a real role for the state,” he said, “but we need to ensure individuals step into that — and particularly those who have had a degree of luck in their lives.”
National donation trends are nonetheless mixed. Sykes pointed to a “10-year decline in people giving”, including among high earners, but “some evidence that among millionaires, it’s gone up”. That has led to a “generous core” giving “more and more”.
“This reflects a trend we often see in the broader population regarding civic engagement, specifically the ‘civic core’ — the 9 per cent of the people responsible for around 66 per cent of charitable activity.”
“There’s a huge voice within the philanthropic sector saying ‘how do you do it in a way that you don’t impose it top-down’,” said Sykes.
Youth provision is not currently a statutory government service “and it 110 per cent should be”, he said.
While local government has been “brilliant” often funding up to 40 per cent of the running costs of the centres in recent years, the overall picture is “too hit and miss”, he added.
For some, the youth centres have literally been a lifesaver.
Like Sam, 19-year-old Gemma Unsworth arrived at the Wigan Youth Zone as an eight-year-old. A carer for her siblings while still in primary school, she was skipping lessons and struggling to concentrate.
“Without the support of this youth centre I don’t know where I’d be,” said Gemma, who was diagnosed with autism and ADHD as a result of her time talking to mentors at the Youth Zone.
She will soon start there as an apprentice. The centre has saved lives, she said, adding: “It’s definitely saved mine.”
Additional reporting by Janina Conboye in London





Margaret Thatcher signed off on top secret ‘Spycatcher’ leak to journalist
Declassified documents show then prime minister approved 1980 plan to disclose MI5 espionage probe into former chief

Rafe Uddin, Anna Gross, Jim Pickard   29 Dec, 2023 

Margaret Thatcher authorised a leak of secret intelligence that helped trigger the so-called Spycatcher affair that plagued the then-UK prime minister throughout her time in office, according to declassified government documents published on Friday.
The papers released by the UK’s National Archives showed Thatcher signing off on a recommendation by her cabinet secretary, Robert Armstrong, to leak information to a journalist about an investigation by MI5 into claims that a former chief of the UK’s domestic intelligence agency was a Soviet agent.
Thatcher scrawled her approval in the margins of a memo dated June 10, 1980, from Armstrong that advised her to “make an exception to the rule” and leak the classified information about the MI5 probe into its former boss Sir Roger Hollis to Chapman Pincher of the Daily Express.
The plan put to the prime minister was to brief Conservative peer Lord Peter Rawlinson, a former attorney-general, who had offered to leak the information to Pincher to ensure he wrote about the claims with a “sympathetic presentation” before two Guardian journalists.
“Please see Lord Rawlinson,” the prime minister wrote on the memo, prompting Thatcher’s principal private secretary, Sir Clive Whitmore, to convey her approval to Armstrong in writing the next day.
The plan ultimately backfired when Pincher published his book on the penetration of western intelligence services by the Soviets, Their Trade is Treachery, the following year, which outlined his suspicion that Hollis worked for Moscow.
“It was an unprecedented leak of MI5’s secrets for government advantage,” said Tim Tate, author of an upcoming book on the Spycatcher affair. “The fact that MI5 had investigated its own head for a decade was not known outside government.”
The documents were among several classified files made public by the National Archives relating to the scandal, which was named after the memoir Spycatcher, written by former MI5 officer Peter Wright, documenting his time within the intelligence service. Wright, who was involved in the Hollis investigation, was also a source for Pincher’s book.
Thatcher’s government spent years trying to prevent the publication of Spycatcher through the courts. It failed when the book was first published in Australia in 1987.
Documents published by the National Archives showed that Armstrong, cabinet secretary from 1979 to 1987, lied in court to cover up the leak that Thatcher had approved.
Armstrong was a witness in the British government’s court case in Australia that attempted to block the publication of Wright’s book, in which he claimed he was part of a small group of MI5 agents that plotted to oust Labour prime minister Harold Wilson in the 1960s because they suspected he was a Soviet spy. Wright also reinforced claims that Hollis spied for Moscow.
Armstrong, who died in 2020, told the court in Sydney it was “totally untrue” that he had helped Pincher write about Hollis. During the hearing Malcolm Turnbull, who was Wright’s lawyer and later became prime minister of Australia, was denied certain key documents, including papers published as part of the tranche released by the National Archives.





Tony Blair ignored warnings from senior colleagues about ID card scheme
Labour prime minister pushed ahead with plan in face of strong opposition 20 years ago, official documents show

Rafe Uddin, Anna Gross, Jim Pickard   29 Dec, 2023 

An ultimately doomed plan for compulsory ID cards was backed by Tony Blair two decades ago despite senior colleagues warning the scheme was a potential “disaster” that would draw comparisons with “Big Brother”, according to newly released official documents.
The then Labour prime minister pushed ahead regardless of concerns but the policy was ultimately shelved by his successor Gordon Brown before being scrapped by the Conservative-Liberal Democrat ruling coalition after the 2010 general election.
The issue is back on the political agenda after both Blair and former Tory leader William Hague called on the current Conservative government to revive the policy despite concerns about misuse of personal data.
Government papers from the time of the Blair administration released on Friday by the National Archives, show the prime minister’s strong desire to enact the policy, which had been drawn up with some enthusiasm by then home secretary David Blunkett.
But Andrew Adonis, at the time head of the policy unit in Downing Street who later became a peer and a cabinet minister, warned in a memo from late June 2003 that the plans carried “a grade A scope for disaster”.
He pointed out that a similar programme in Australia had been a failure: “The whole thing [was] scrapped within two years on the back of administrative cock-ups and a massive public backlash.”
In a memo in July 2002, William Perrin, private secretary and policy adviser to Blair, wrote that the “overall case” for ID cards was “not very strong in either financial or practical terms for citizens and government”. He said it would cost £1.3bn and take about nine years to achieve a 90 per cent rollout “for little concrete benefit”.
The central database needed for such a scheme to work would hold personal information such as fingerprints or retina scans, which Perrin warned Blair would “be seen as controversial, drawing Big Brother criticisms”.
In contrast, Blunkett had argued in mid-April 2003: “An identity card could be implemented inexpensively if fees were charged on the model I propose. The technology is readily available, and presents no obstacles. Moreover, the public are very supportive.”
Adonis warned that Blunkett was making the same mistake as the Australian government had by failing to resolve whether it would be mandatory to possess a card or carry one. The British government had not made clear what the card was for, he added.
Blair scribbled on the Adonis warning: “I accept all the problems but I just see this as an idea whose time has come and the problems can be resolved.”
Some of Blair’s cabinet ministers also had misgivings. Foreign secretary Jack Straw said in September 2003 that he was “unpersuaded” and cautioned that announcing the policy without explaining how the scheme would work “would not carry credibility”.
He further warned: “It would open us to accusations of casual policymaking on an issue that will affect every citizen in this country, many overseas, and many foreign nationals.”
Transport secretary Alistair Darling warned Downing Street in 2002 that he believed the introduction of a universal entitlement card would be costly and would raise important political considerations around the gathering, holding and processing of sensitive information by the government.
“We need to take some account of the fact that many people have great reservations about privacy, data protection and the use by government of personal information,” he wrote.





Tony Blair tried to change BBC tone on Iraq on eve of 2003 invasion
Then UK prime minister accused journalists of lacking balance and ‘editorialising’, newly released documents reveal

Rafe Uddin, Anna Gross, Jim Pickard   29 Dec, 2023 

Tony Blair attempted to get the BBC to change the tone of its coverage of government policy towards Iraq the day before US and UK forces launched their invasion of the country, it was revealed on Friday.
On March 19, 2003, the then Labour prime minister wrote to Gavyn Davies, BBC chair at the time, complaining about an apparent lack of objectivity in the news provider’s coverage of the build-up to the war in a letter made public today by the National Archives in Kew.
“In a democracy, voices of dissent and opposition are rightly heard. But the balance in BBC reporting and comment has not been there. I have also been shocked by some of the editorialising of some of your interviewers and reporters,” he wrote.
The war led to hundreds of thousands of deaths, while Iraq’s “weapons of mass destruction”, which were repeatedly cited as the pretext for the conflict, were never found despite extensive searches by United Nations inspectors.
The letter reveals that the Blair government was at loggerheads with the BBC over Iraq two months before a notorious Radio 4 broadcast alleged that the case for invading over weapons of mass destruction had been exaggerated.
The broadcaster Andrew Gilligan claimed in a Radio 4 programme on May 29 that he had been told by a government source — who turned out to be weapons expert David Kelly — that the government had “sexed up” its case for the Iraq war.
He also alleged that ministers “probably knew” claims that the then Iraqi president Saddam Hussein could deploy biological weapons against the west within 45 minutes were false.
Amid the subsequent battle between the BBC and Downing Street over the claims, Gilligan, director-general Greg Dyke and Davies all lost their jobs, while Kelly took his own life.
In his March 19 letter, Blair complained that there had been a “real breakdown” in the separation of news and comment at the BBC. The prime minister said he had never written to Davies’ predecessor in such a way, “but I have heard and seen enough to feel that I should do so now.
“I believe, and I am not alone in believing, that you have not got the balance right between support and dissent; between news and comment; between the voices of the Iraqi regime and the voices of Iraq dissidents or between the diplomatic support we have, and diplomatic opposition,” he wrote.
A few days later, on March 24, Davies penned his reply, insisting that the BBC chair and governors were aware of their responsibility to ensure that the corporation’s coverage remained “scrupulously impartial” in such a charged political atmosphere.
“This is not straightforward, since when views are polarised, there is a great tendency for protagonists to complain about specific instances of apparent bias, while forgetting that others may be equally incensed about alleged bias in the opposite direction on other occasions,” he wrote.
Davies pointed out that the onset of war had often led to strains between the government and the BBC in the past, adding: “It is my responsibility as BBC chair to consider the matters you raise carefully, to weigh them against equally strong protests from opposing sources, and then to reach my own judgment about whether our coverage is truly impartial.”
The archives show that on July 6, 2003, Alastair Campbell, then Downing Street director of communications, wrote to colleagues setting out a plan of attack if the BBC failed to reflect the government’s view of the Gilligan story.
“If the BBC remain belligerent, I think the rhetoric has to be stepped up, up to and including the threat of putting the issue in the hands of lawyers,” he wrote.
Campbell meanwhile complained about the “British media culture” and the “general tenure (sic) of their (journalists’) coverage on Iraq”.





Blair government considered detaining asylum seekers on Scottish island
Official papers show Labour also considered removing people to ‘safe third country’ to tackle clandestine migration

William Wallis, Anna Gross, Jim Pickard   29 Dec, 2023 

The Labour government in 2003 discussed setting up a detention centre for asylum seekers on the Isle of Mull in Scotland or forcibly removing them to a “safe third country” to curb clandestine migration.
The Mull proposal, first mooted by the attorney-general’s office, was quickly quashed, according to cabinet papers released by the National Archives on Friday. But it formed part of wider discussions within the government of then prime minister Tony Blair about the use of “nuclear options” to reduce the record numbers of people seeking asylum in the UK at the time.
Other proposals from Blair’s home affairs adviser Emily Miles included sending asylum seekers to overseas territories, such as the Falkland Islands, or “forced removal to a safe third country”, the latter foreshadowing the current Conservative government’s Rwanda policy.
Among “blue skies” ideas listed in an earlier 2002 memo from Miles were the creation of internationally run safe havens in war-torn regions, “off territory processing of asylum claims”, and “renegotiating” the 1951 UN convention on refugees.
Official papers from the time, when there had been a huge spike in the number of people claiming asylum after they had arrived by irregular means, show the Labour government’s appetite to test the boundaries of international human rights law.
In a note to Blair, his chief of staff Jonathan Powell argued that Australia had successfully reduced the number of asylum seekers reaching its coast because it was detaining people offshore — in Papua New Guinea and Nauru — before their removal elsewhere.
“The AG’s office suggested we set up a camp in the Isle of Mull and detain people there until they could be returned,” Powell wrote, adding that he expected local opposition would make the idea unworkable.
But he said the government had commissioned research into “tagging and detention” as a means of deterring people from seeking asylum in the UK and ensuring they could be returned to where they came from should their applications fail.
Debates within the current Tory government of Prime Minister Rishi Sunak, who has made stopping small boat crossings via the Channel one of his five priorities, echo the discussions taking place within the Blair administration at the time.
However, Sunak has got further with his plan to send asylum seekers to a third country than the Blair administration did. The prime minister is currently seeking to introduce legislation that would enable the UK to send asylum seekers to Kigali in spite of the UK Supreme Court’s ruling in November that the policy is unlawful.
Blair’s frustration with the number of asylum claimants is clear from notes he penned on updates he received after total claims hit a monthly high of 8,800 in October 2002. “We must search out ever more radical measures,” he wrote in one, and “not good enough” in another when the numbers had fallen.
Powell’s note on “nuclear options” also discusses the pros and cons of legislating to enable Britain to remove people from countries such as Iraq, Somalia and China “despite the risk that they might subsequently be persecuted”.
He wrote that although such a move might be blocked by the European Court of Human Rights, it would take two or three years for proceedings to conclude, during which time “we could send a strong message into the system about our new tough stance”.
He added: “And we would make it clear that if we lost in Strasbourg we would denounce the ECHR.”





UK investors shy away from London-listed equities
Analysts say poor performance, cost of living pressures and higher mortgage rates have driven flight from local market

Arjun Neil Alim   28 Dec, 2023 

Private UK investors look set to have withdrawn the highest amount in more than two decades from London-listed equities by the end of 2023 as the cost of living crisis bites, further compounding a flight from the local market.
British retail investors had sold down £11.9bn worth of shares in London-listed companies by the end of October, according to the latest data from the Investment Association, just short of the £12bn in the whole of 2022, which was the largest outflow in 20 years.
Stockbrokers and analysts blame the exodus on a combination of cost of living pressures, higher mortgage rates and the poor performance of the UK equity markets relative to the US and to fixed-income products.
The FTSE 100 index is up just 2.1 per cent since the start of the year, while the S&P 500 in the US was up 25 per cent by midday on December 28.
“Investors have thought twice about investing this year,” said Richard Flynn, managing director of brokerage Charles Schwab UK. “We’ve seen evidence of clients taking money out to meet short-term needs this year. There’s been an element of a retreat to safety, look at immediate needs rather than long-term goals.”
In a survey by the brokerage earlier this year more than half of those surveyed said they were scaling back their investment plans due to the cost of living, with younger investors especially nervous about cost and performance.
Wealth and asset managers said their clients were increasing cash withdrawals from their platforms to meet their financial needs. “Platforms have also reported increased withdrawals as investors take out money. I suspect this trend will continue into 2024,” said Holly Mackay, founder of consumer finance website Boring Money.
More than a third of respondents to the Charles Schwab survey said the biggest reason for pulling money off the platform was to pay bills, with just 10 per cent of people moving into cash savings and 2 per cent expressing concern about markets.
Bestinvest, an investment platform owned by UK wealth manager Evelyn Partners, said that withdrawals were “running modestly higher this year than 2022”.
Bestinvest managing director Jason Hollands said: “People ultimately invest to achieve real world goals, including paying off mortgages where they expect to see a significant increase in remortgaging costs.
“It’s not surprising that in the current environment, some clients are drawing down on their investments to pay bills or reduce debts given the pincer-like squeeze on household finances from rising prices and higher borrowing costs.”
Hargreaves Lansdown, the largest investment platform in the UK, said clients that were withdrawing cash were doing so for “cost of living and financial need”.
The latest official data to the end of 2022 shows that British retail ownership of UK equities had hit a historic low, while foreign ownership of London-listed stocks had soared, according to the Office for National Statistics.
Analysts warned that retail investors’ enthusiasm for the UK equity market may remain muted for some time. “There’s definitely money flowing out of UK strategies this year,” said Michael Field, equity markets strategist at financial data provider Morningstar. “The UK was a disproportionate share of [retail] investing for many years, now there’s a rebalancing, moving into global and US indices.
“In the UK you’re not seeing signs of consumer health; metrics like food bank usage, shoplifting show that the cost of living crisis is really biting . . . you’re looking at another six months of pain for consumers before things start to ease up,” he added.
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Surge in border crossings creates political upheaval in the US
Republicans accuse President Joe Biden of failing to police the frontier. Democrats argue their opponents are stoking fear among voters

Myles McCormick, Eva Xiao   28 Dec, 2023 

It took eight months for María and her family to reach New York after leaving their home in Barquisimeto, Venezuela, a gruelling voyage during which several of her fellow travellers died.
“It was dangerous, very dangerous,” says the 33-year-old mother of four, standing outside her temporary home at midtown Manhattan’s Roosevelt Hotel, the city’s main intake facility for new arrivals. “But the truth is we had to leave.”
It is a common refrain among the thousands of people arriving daily at America’s southern border, fleeing persecution or simply searching for a better life in a country whose identity has long been entwined with migration. But the unprecedented volume of people crossing into the US today has created national political upheaval with far-reaching ramifications.
In the 12 months to the end of September, US authorities reported a record 2.5mn “encounters” at the Mexican border. That figure — up from 2.4mn the previous year and 1.7mn in 2021 — includes migrants who approach a port of entry to seek asylum as well as those detained after an unauthorised border crossing.
The surging numbers have spurred a political clash over migration policy in Washington as Republicans accuse President Joe Biden of failing to police the near-2,000 mile frontier. Democrats argue their opponents are weaponising the issue for political gain by stoking fear among voters.
The issue has paralysed Congress. Biden’s efforts to cajole lawmakers into passing a foreign aid package that includes billions of dollars in support for Ukraine and Israel, as well as billions to boost border staffing and resources, are being held up by Republican demands that he restrict asylum and parole policies.
At the heart of the matter are two fundamentally opposing views on immigration and asylum, says Doris Meissner, a senior fellow at the non-partisan Migration Policy Institute and former immigration commissioner.
“Democrats are trying to figure out ways to create legal ways of getting into the country,” says Meissner. “What Republicans are saying is: ‘We don’t want these people getting in.’”
The dramatic uptick in migrants arriving at the US southern border is partly down to political and economic instability across the world; the number of refugees and asylum seekers worldwide grew to 43mn in the middle of 2023 from 30mn in 2019, according to UNHCR data.
That is reflected in the composition of migrants arriving in the US; since 2020, rising numbers have come from places such as India and China, on top of those from neighbouring Central and South America.
But Biden has also moved policy away from the hard anti-immigrant stance of his predecessor Donald Trump, significantly expanded asylum and humanitarian parole policies and allowed hundreds of thousands of migrants to live and work in the US.
This softer approach to the border has provoked a backlash from both the southern states and Republican lawmakers. Biden has signalled a willingness to offer concessions, but risks damaging his own standing among progressive Democrat voters by doing so.
“I would say the perception and reality have merged,” says Charles Foster, a leading immigration lawyer in Houston, who advised former presidents George Bush and Barack Obama on border policy. “It’s gotten to the point that the vast majority of Republicans and a growing percentage of Democrats agree with this concept that the border is wide open now.”
Even in New York, the reception is getting frosty. María and her children sleep less than six miles from Ellis Island, where millions of mostly European migrants entered the US during the early 20th century. But Eric Adams, New York’s Democratic mayor, said in a speech in August that the city has gone “past our breaking point”.
In the Texas border town of Eagle Pass one Saturday in December, volunteers planted 700 crosses on the riverfront in memory of the lives lost crossing into the country in the past year alone. The figure only includes those deaths recorded by US authorities on the American side of the Rio Grande; the real total could be as much as triple that level.
“We know the number is higher,” says Nora Salinas, a forensic co-ordinator at the South Texas Human Rights Center. “So many people call and say ‘we still don’t know where our loved ones are’ after one, three, five years. Until fishermen or ranchers or border patrol call and say they have found someone, they just don’t know where they are.”
The crosses are intended to remind Americans of the cost to human life at the border as hundreds of thousands of people risk their lives to reach the country. But locals in Eagle Pass say there is another tangible cost: the local economy. The influx has upended life in the city of 28,000 people, they say, straining state coffers and redirecting law enforcement.
Trade and travel with Piedras Negras, across the Rio Grande from Eagle Pass, has been devastated by the crisis as lines back up for hours, they add. One of two bridges that connect the cities has been shut to traffic for weeks. A rail freight bridge in the city — along with another in El Paso — was closed in mid December to free up border patrol officers for redeployment elsewhere.
Eagle Pass has in many ways become the epicentre of the border crisis. “As long as I’ve been alive, people have been coming over,” says Jose “Pepe” Aranda, 67, a former Eagle Pass mayor and county judge. “But the numbers that are coming over today — it’s crazy. There is no comparison.”
In response, law enforcement officers have swarmed Eagle Pass, with state troopers from as far afield as Idaho and North Dakota brought in to bolster the number of boots on the ground. Arm patches bearing the orange insignia of Florida Highway Patrol agents — sent to the city by Florida’s governor Ron De Santis — are commonplace. Hotels housing the out of state reinforcements are at capacity.
Other cities and rural communities along the sprawling Mexican border are also struggling to manage the skyrocketing number of migrants crossing in. In Arizona’s Pima county, migrant arrivals have increased from about 18,000 in 2019 to nearly 200,000 this year. Officials have temporarily shut down a port of entry in Lukeville, one of the main arteries crossing from Mexico into Arizona.
Daily transfers of migrants from Border Patrol to local officials have been as high as 1,800, says Mark Evans, communications director for Pima County. “December has been an exhausting month. We have never seen numbers like this.”
The dramatic increase in encounters has not been met with a comparable expansion of permanent Border Patrol personnel. Staffing had stagnated even before the pandemic and the recent wave of migration. Customs and Border Protection says it only has half the resources needed to cover the volume of migrants reaching the border.
Crossings hit their highest level in two decades under President Trump, before falling during the coronavirus pandemic. But locals credit the former president with taking a hard-nosed approach that deterred people from making the journey.
“He was tough,” says Alvin Santleban, 75, a retired border patrolman, whose Eagle Pass property peers down over Mexican scrubland. He says the Biden administration needs to force the Mexican authorities to do more to stop the flow of people.
“The prior administration got the message across and it worked,” says Santleban. “There’s some things [Trump] said that bothered us — but as far as running the country or taking care of business, he knew what he was doing.”
Aranda says a shift in tone over immigration under the current administration means “the word is spreading that you can come over . . . the language that comes out of Washington towards immigration makes a big difference”.
State governors from both parties are frustrated and angry. Arizona’s Democratic governor, Katie Hobbs, recently lashed out at “federal inaction” as she ordered 2,500 National Guard troops to the border in response to an “unmitigated humanitarian crisis” that has “put Arizona’s safety and commerce at risk”.
The Republican governor of Texas, Greg Abbott, says Biden’s “deliberate inaction has left Texas to fend for itself” and has led the charge to put migration on to the national political agenda.
The Rio Grande’s passage through Eagle Pass is punctuated by a barricade of buoys and razor wire erected on Abbott’s orders to deter migrants. The Biden administration successfully sued to dismantle it, but the governor has vowed to appeal against the verdict right up to the Supreme Court.
In mid-December, Abbott signed into law new legislation that allows local law enforcement to arrest those who enter the state without legal authorisation, setting up another clash with the federal government over the extent of state powers.
Since early 2022, Abbott has sent more than 80,000 migrants by bus from border areas to cities such as Chicago and Los Angeles as part of “Operation Lonestar”, a crackdown on border crossings.
Since it was introduced, that policy has also helped to increase the number of migrants passing through New York City’s intake system at the Roosevelt Hotel roughly fivefold, to more than 157,600, according to city officials. Currently, there are more than 67,600 migrants staying in government-funded facilities, including shelters, hotels and large-scale relief centres.
The costs of processing and supporting increasing volumes of people is straining municipal resources. To date, New York’s city government has spent more than $2.7bn on the migrant crisis and expects costs to reach $12bn by the end of September 2025 without government support or policy changes.
Alongside his counterparts from fellow Democrat cities Chicago and Denver, New York mayor Adams has urged Biden to declare a state of emergency and set a national resettlement strategy.
On December 27, Adams took steps to slow the pace of arrivals by signing an executive order restricting when buses carrying migrants can enter the city. “We cannot continue to do the federal government’s job,” he said.
The migration issue is gaining salience among Democrat voters. After a 30-year career as a teacher in Houston, Lee Ray Haynes returned to his birthplace in Eagle Pass in 2014. A life-long Democrat, he says the crisis at the border prompted him to switch allegiances to the Republican party.
“It was really once I moved back here and I saw what little is being done with immigration and how it’s affected the society here,” he says, sitting at his kitchen table in downtown Eagle Pass.
Democrats, he says, have failed to outline a coherent plan to address the matter, whereas Republicans “are more vocal about taking action against it to stop it”.
He is not alone. Maverick County, in which Eagle Pass sits, was once solidly blue. But the Republicans fielded candidates for the first time during the last local elections and will do so again next year.
The campaign is already in full swing, with many of the posters that dot the city bearing the green stripe insignia of Border Patrol vehicles in a show of support for law enforcement. “They’re starting to get a red wave going down here,” says Haynes.
Half a mile away at the Maverick County Democratic party headquarters, local party chair Juanita Martinez juggles calls from her roster of candidates as she pushes back on disquiet over Biden’s policies.
“Unfortunately, the Republicans are using it as political propaganda to scare everybody in the US into thinking that there’s chaos on the border, which there isn’t,” she says.
“Obviously, it’s causing an issue here for us local people. But it’s not the chaos that they’re making people think — and it’s for political purposes.”
The shifting political sands in Eagle Pass are a microcosm of a similar shift on a national level, where the Democrats’ policies on migration are increasingly damaging their support.
“It is going to make the difference in next year’s election,” says Aranda, the former mayor and judge. “People might not have been affected before, but now they’re getting affected — because these buses are being sent to New York, to San Francisco, to Chicago.”
Less than a third of voters think the government is doing a good job, according to a June Pew Research Center survey. Biden trailed Trump by 30 points when it came to voter confidence on securing the border in a December poll by the Wall Street Journal.
The president has faced criticism from migration hawks since his first day in office, when he stopped construction of Trump’s border wall with Mexico and reaffirmed protections for so-called dreamer migrants who came to the US as children.
As arrivals have increased, he has sought to strike a balance between placating those who have urged a tougher stance on the border and satisfying pro-immigration progressive voters — some of whom criticise his policies for not deviating enough from Trump’s.
In response to the growing tide of people at the border, the Biden administration has expanded legal migration pathways and ramped up deportations — a potential factor in declining migrant encounters in October, according to US Customs and Border Protection. Biden has also tried, with some success, to incentivise more migrants to enter through ports of entry.
But in December, Biden sent top officials to Mexico to enlist its help reducing migrant numbers, conceded that the system was “broken” and said he was willing to make “significant compromises” on Republican demands over the border.
Analysts say this could include raising the bar on the credible fear standard, used to establish how likely an asylum applicant is to face persecution in their home country, and restricting the president’s parole authority.
Trump, the overwhelming favourite to face Biden again in next year’s election, has vowed to recall troops from overseas to stop what he described as an “invasion” at the southern border and declared that illegal immigration is “poisoning the blood of our nation”. Other Republican presidential hopefuls have also tried to appeal to voters by boasting about the harsh border policies they would implement if elected.
In Eagle Pass, Amerika Garcia-Grewal, a migrant rights campaigner, gestures at the remnants of Abbott’s floating barricade as she laments the uptick in political gamesmanship.
“I feel like the border and immigration are used as political Viagra,” she says. Whenever conservative candidates need to rile up their base, “they come and they talk about the border and they talk about immigration — and their donations go up and their numbers go up.”
Yet for many, immigration remains a fundamental part of American identity. Back in Manhattan, Maria says she is looking forward to the “opportunities” offered by the US, when Terry Quinn and his wife Dolores drop by the Roosevelt to hand over bags of Christmas presents for her family as part of a mentoring programme for recent immigrants run by St Ignatius Loyola church.
Quinn, whose own mother migrated from Cavan in Ireland to New York, says the city has always welcomed migrants and that it is important it continues to do so.
“It’s the best thing we’ve done,” he says.
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Media and tech war over generative AI reaches new level
The New York Times’s lawsuit against OpenAI and Microsoft shows the stakes raised by artificial intelligence

Richard Waters   28 Dec, 2023 

The simmering war between the tech and media industries over generative AI just turned serious.
For a technology that raises profound questions about the way things like text, images and music are produced and used, the legal challenges this year have been surprisingly few and far between. Several novelists, journalists and comedians have sued for copyright infringement over claims their work has been used to train the large language models, while Getty Images took on Stability AI over use of its picture library and Anthropic was sued over song lyrics.
Yet most major rights owners have held back, hoping to find ways to share in the spoils from the new technology rather than seek to thwart it. In the only two notable agreements between the tech and media worlds so far, AP allowed its archives to be used to train OpenAI’s models, while Axel Springer, owner of Politico, Die Welt and Business Insider, reached a broader deal with the same company earlier this month.
That makes the lawsuit the New York Times has just lodged against OpenAI and Microsoft an ominous sign of what lies in store in 2024. According to the Times, months of negotiation have failed to produce terms that protect the company’s rights and provide fair compensation.
The lawsuits over generative AI carry a strong echo of the early cases that established the legal basis for search engines. Then, the US courts ruled that it was “fair use” to index copyrighted content when this was used to create “transformative” new search services. The short snippets of text and “thumbnail” images displayed in search engines were also found not to be substitutes for the original content, limiting the damage search might have on the media companies’ businesses.
There are some important differences this time. In its lawsuit, the NYT showed how it coaxed OpenAI’s ChatGPT and Micrsosoft’s AI-powered Bing into producing extensive, verbatim quotes from its reporting.
Also, while search engines were designed to send traffic off to other websites, generative AI services such as ChatGPT answer questions directly, making them a more obvious substitute for the original source material. These greater legal risks should make AI companies hesitate about having their defence of “fair use” tested in front of a jury.
Yet there are also considerations that weigh in the other direction — starting with the fact that the risk of an unpredictable jury verdict cuts both ways. OpenAI will be able to point out that news publishers can easily block it from crawling their content if they don’t want it to be used for training its LLMs. That is something many publishers, including the NYT, have done this year.
In addition, generative AI threatens to commodify many types of information. Once it has trained its models on the content it gets from AP and Axel Springer, OpenAI will have less need of further news archives. This seriously limits the compensation that each publisher will be able to negotiate, as well as the number of bilateral deals the AI companies will be willing to reach.
All this makes a return to the negotiating table before a court showdown the most likely outcome. Generative AI promises to create big new markets for media content: the question, as always, is how the spoils should be shared.
The media companies hope to reap value from the technology directly, training AI models on their archives and summarising their news content to enhance their own services. But judging from the large audience ChatGPT generated in its first months, smart chatbots and other AI-powered services look set to become huge media sites themselves.
Axel Springer stands to make “tens of millions of euros” a year from its OpenAI agreement. For a transformative technology that could upend much of the media business, that may not be much. Even a payment of €40mn would still only add around 1 per cent to Springer’s revenue each year. In return, the news groups risk surrendering their audience to the AI companies. They could also see the value of their brands diluted if ChatGPT and its successors become the new oracles of the internet.
With generative AI still in its infancy, it is impossible to envisage exactly what new services it will lead to, or how valuable these will become. That, more than anything, makes it hard for media companies to agree terms that trade away their future rights. But as generative AI catches on with more internet users, the pressure to reach a deal will only increase.
richard.waters@ft.com





Predictions: Apple’s $4tn target will remain out of reach 
There is a noticeable gap between tech company’s market cap growth and expansion in its profits
    28 Dec, 2023 

In 2024, Apple will release its first new hardware product in close to a decade. If demand for the bulky Vision Pro virtual reality headsets is high, the company will be one step closer to proving that its future does not rest on iPhone sales.
Add a billion paying subscribers and a vast cash pile and its position as the most valuable stock makes sense. In the past five years it has surpassed $1tn, $2tn and $3tn market cap milestones. But its path to becoming the world’s first $4tn company will be steeper.
On the plus side, Apple’s net income margin has remained high thanks to growth in services such as streaming and payments. However, revenue is forecast to drop 3 per cent in fiscal 2023 year as global demand for new smartphones slows. VR headsets are not expected to make up for this decline.
There is also a noticeable gap between Apple’s market cap growth and its profit expansion. Apple became a $1tn company in the summer of 2018. Since then its market value has almost tripled. Over the same period, annual net income has grown by 63 per cent.
The distance between the two does not bode well for the market cap growth spurt necessary for the company to reach $4tn. The stock trades at 27 times forward earnings, according to S&P Capital. At this multiple, next year the stock would trade at about $3tn.
Apple can help matters by using its $166bn cash pile to buy back more shares. Having bought a fifth of its own shares since 2018, Apple stays popular with investors. But high interest rates could damp demand for its shares.
Problems in China may also eclipse any financial engineering. As its third-largest market by sales, clearly Chinese consumers value the Apple brand. But some government agencies have banned the use of its devices. Should a wider crackdown follow, that will give domestic rivals a leg-up. The sales hit would not only put a $4tn valuation out of reach, it could also knock Apple off its top rank in the US stock market.
Listen to Lex deputy editor Elaine Moore talk to creators, companies and critics about the next era of social media in the FT’s new Tech Tonic podcast series.





Artificial intelligence promises to transform diagnosis of heart disease
Rollout of stethoscope with pioneering technology could save lives and ease the strain on the NHS 

Madhumita Murgia   28 Dec, 2023 

Doctors and nurses at the Golborne Medical Centre, in one of the UK’s most deprived areas, crowd together in a small examination room, eager to try out a new stethoscope.
The instrument looks similar to the ones in use at the clinic, which have not been redesigned for about 200 years. This one however has a significant difference: it uses artificial intelligence to detect heart disease instantly.
The Golborne practice, which lies over the railway track from London’s affluent Notting Hill neighbourhood, is one of 200 GP surgeries in north-west London and Wales to receive an AI stethoscope in the UK’s first deployment of the technology in primary care. Nearly half of Golborne’s patients come from non-white minority ethnic groups, who tend to face a higher risk of death from heart disease.
The tool has been licensed by medical regulators for use by general physicians and will be the first AI product that can be relied on to prescribe life-saving medication without the need for a specialist review first.
AI diagnostics promise to be a game-changer for the UK’s National Health Service and its staff, who are working under enormous strain. As the health service heads into what is expected to be one of its toughest winters, figures in October showed that people were waiting for a near record 7.7mn non-emergency appointments.
If properly designed and tested, AI software can give instant results, is cheap to deploy at scale, and can help prioritise and triage patients on waiting lists. The speed of the technology could help avoid thousands of excess deaths while offering big savings to overburdened health services.
“There are around 300,000 patients on diagnostic waiting lists for heart conditions,” said Mihir Kelshiker, an NHS cardiologist and a clinical fellow in digital health at Imperial College London who is overseeing the deployment of the new tool.
Experts said that the prevalence of heart disease in the UK was likely to be about double the numbers recorded.
The goal of the AI stethoscope, designed by US company Eko Health, is to close these gaps and save the lives of heart patients who end up needing emergency care in hospital. “This is a route to treating patients early while they wait,” said Kelshiker.
For every patient picked up in primary care, before emergency admission, the NHS saves £2,500. “Scaling that across just one sector in north-west London . . . will immediately unlock around £1mn per year for the system,” said Kelshiker.
The traditional procedure is often flawed. GPs carry out the first diagnosis, using regular stethoscopes and their clinical judgment. However, common symptoms of heart failure, such as fatigue and abdominal bloating, are very general and often missed during routine 10-minute appointments, which can result in patients becoming very sick.
Any heart condition diagnosis needs a blood test for confirmation as well as a referral to a specialist to perform an electrocardiogram, or a scan. Patients cannot be treated without confirmation from both those tests.
Although the diagnoses are meant to be made within six to eight weeks, it currently takes, on average, eight to 12 months to see a cardiologist in the UK.
“There are around 30,000 excess deaths per year, while they are waiting for these sorts of tests. So that’s where the bottleneck is,” said Kelshiker. “People are dying needlessly.”
At the Golborne clinic in November, Patrik Bachtiger, an NHS doctor in acute medicine and a digital health researcher, demonstrated the AI stethoscope on Ronald, a patient recovering from a heart attack. Bachtiger, who is Kelshiker’s partner on the project, placed the mouth of the stethoscope on Ronald’s chest for 15 seconds, while the underlying algorithms analysed his heart rhythm and uploaded the results online instantly.
Yasmin Razak, the senior GP at the clinic, was impressed by the tool’s speed and ease of use, and the nuanced measurements made by the software. She has already tried it on a sick patient during a home visit. “We are reaching more of the population who would ordinarily struggle to access healthcare,” she said. “There is potential to do population-level screening here, because it has come to primary care first.”
Doctors will need to confirm the AI diagnosis with a blood test, which usually takes a couple of weeks to complete locally. The drugs can be prescribed straightaway.
Traditionally start-ups have had to pilot, fund and test their technology with individual hospitals and NHS trusts, the bodies responsible for providing healthcare across a region.
This slows the process to scale up and can become a barrier to adopting the technology, said Kelshiker.
The AI stethoscope though is no longer at a trial stage and needs no form filling or paper consent requests, Kelshiker told the clinical staff at Golborne, which is in the most deprived ward in London and the second-most deprived in the UK.
“It is the same as offering the patient an ECG or examination with your stethoscope,” he said. “We would ask that you use this on every and any adult that comes into the practice. And the reason for that is to close the detection gap for these heart diseases.”
In 15 seconds, the Eko stethoscope can detect three types of heart disease: heart failure, which accounts for up to 4 per cent of the annual budget of the NHS; atrial fibrillation or irregular heartbeat, which is the biggest cause of stroke; and valvular heart disease.
The Eko in clinical studies was able to detect about 85 per cent of treatable heart failure in patients. It had a 93 per cent specificity against the blood test, which means patients with an AI diagnosis almost always have an abnormal blood test as well.
Razak, who has been using the Eko stethoscope for a few weeks, said the AI version feels less traditional in its design, compared with the others she has used, which might give older physicians reason to pause. It also requires a mobile device to pair with, and regular charging — extra steps she and others will have to get used to.
However, the uptake of the tool across GP practices “speaks for itself”, she said. “I’ve seen the excitement around this stethoscope, everyone sees the value, and the GP surgeries signing up are ones that are normally too busy to make change happen, to try new technology,” she said.
“It is reconnecting GPs to what they love about their jobs in primary care, which is making meaningful differences to their patients’ health.”
Additional reporting from Sarah Neville





The next act for generative AI
Focused adoption will follow this year’s fun experimentation

The editorial board   28 Dec, 2023 

This has been a crazy, breakout year for artificial intelligence, which became the hot topic for discussion in almost every corporate boardroom. More than 100mn users experimented with OpenAI’s ChatGPT chatbot and other text and image generation services, churning out countless school essays, personalised marketing pitches and viral fake images, including the Pope in a puffer jacket.
The British Prime Minister Rishi Sunak took a break from grappling with hospital waiting times and migrant boats to host a two-day conference at Bletchley Park to explore the technology’s existential risks. And the San Francisco start-up OpenAI succumbed to a bitter, and somewhat bizarre, boardroom row in which chief executive Sam Altman was fired and then rehired a few days later after a staff revolt.
Yet, in spite of all the hype and the drama, few compelling business use cases for the technology emerged. All the talk about generative AI reinventing internet search fizzled out after Microsoft’s AI-enabled Bing failed to disturb Google’s market dominance. Concerns about data security, intellectual property rights and generative AI’s dirty habit of “hallucinating” facts — or, more crudely, just making stuff up — also deterred companies from deploying the technology. And many AI-powered start-ups, promising to revolutionise various industries, blew up on the launch pad as the release of increasingly capable generative AI models destroyed their original business models.
All this is likely to change next year as AI moves from fun experimentation to focused adoption. The big technology companies are re-engineering their entire organisations around AI, embedding it in almost all their services. Many other companies have also wised up to the technology’s possibilities, and limitations, and will use it to sharpen their own competitive edge. Some creative start-ups will undoubtedly find valuable use cases for generative AI in narrow, specific domains.
This evolution will be accelerated by three trends. Some generative AI models are already becoming smaller and more accessible and will soon become usable on smartphones, as Apple is now planning. The proliferation of open-source models will help companies to deploy generative AI safely on their own proprietary data sets for clear business use cases. The launch of more powerful multi-modal models, blending text, image, audio and video, will also extend the creative possibilities.
The tech companies say they can deal with many of generative AI’s flaws themselves. Some AI company executives accept the principle that they should pay something for the swaths of intellectual content they suck in to train their models. This month, OpenAI struck a landmark deal with Axel Springer to pay the German publisher for access to its journalism. Tech companies also promise to introduce watermarking of synthetic content to help prevent the spread of disinformation.
Still, governance will remain a big issue next year. The leading AI companies, including most notably OpenAI, have some way to go to convince outsiders that they can be trusted to manage such a powerful general purpose technology. The US administration is already adopting a more activist approach, having signed an executive order instructing many federal agencies to regulate AI’s uses. The EU has this month passed an AI Act limiting the technology’s use in high-risk areas. The Chinese government has also adopted highly stringent rules to control the technology.
Our collective obsession with AI is only likely to intensify next year as — in the words of the science fiction writer William Gibson — the “street finds its own uses for things”.
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ETFs from largest US issuers will largely escape capital gains
Morningstar data suggests just six exchange traded funds from top five providers will be hit by the tax this year

Brian Ponte   29 Dec, 2023 

Just six ETFs from the five largest ETF issuers will have any capital gains distributions in 2023, according to data from Morningstar Direct.
Schwab Asset Management has announced there will be no capital gains distributions for the 2023 tax year across its $302.6bn suite of 30 ETFs.
The announcement follows similar ones made recently by its largest competitors in the ETF space.
Last month, State Street and Vanguard estimated that none of their ETFs would pass along capital gains, the companies’ respective websites show.
Also last month, BlackRock said that just five of its 427 ETFs would pass along capital gains.
iShares’ $3.6bn MSCI Taiwan, $716mn India 50, $504mn MSCI India Small-Cap, $6mn MSCI Water Management Multisector and $5mn Breakthrough Environmental Solutions ETFs are the funds that BlackRock expects to have capital gains this year.
Those five ETFs accounted for just 0.2 per cent of BlackRock’s US ETF assets as of November 30, according to data from Morningstar Direct.
Invesco last month said that just one of its ETFs, the $182mn India ETF, would share a tax burden.
That ETF accounts for 0.04 per cent of Invesco’s US ETF assets, Morningstar data shows.
Overall, the five ETF shops manage a combined $6.56tn in assets across hundreds of ETFs, accounting for slightly more than 85 per cent of the $7.7tn US ETF market, according to Morningstar.
The five affected ETFs account for just 0.08 per cent of those five firms’ ETF assets and 0.07 per cent of the ETF industry’s assets under management, according to the Chicago researcher.
In some cases, that figure is in stark contrast to ETFs’ mutual fund counterparts.
Some 81 per cent of active equity mutual funds paid capital gains over the five years ended March 31, Morningstar data shows.
Despite a market rally this year, ETFs are largely shielded from capital gains, because of their “legal structure” and strong inflows this year, Lan Anh Tran, manager research analyst for Morningstar, wrote in a report this month.
ETFs’ legal structure allows for “in-kind” transactions, where ETF shares are swapped for individual securities and vice versa, which can avoid triggering taxable gains driven by investor redemptions and trades made by portfolio managers.
ETFs’ tax benefits aren’t “airtight”, Tran said.
Taxable investors can still be billed for regular distributions of income, she said.
One reason an ETF might distribute capital gains is if the ETF invests in foreign markets, Tran said.
Some markets, including India and Taiwan, don’t allow those “in-kind” transactions, she said.
Sector equity ETFs were also among this year’s “heavy distributors”, because of a $22.6bn exodus from the sector year to date through October 31, Morningstar data shows.
“ETFs continue to gain market share from mutual funds,” Todd Rosenbluth, head of research at VettaFi, wrote in a report last month.
“Advisors and end clients are increasingly seeing many benefits, including a more tax-efficient approach to investing,” he said. “We think the continued lack of capital gains being passed on will further drive demand.”
*Ignites is a news service published by FT Specialist for professionals working in the asset management industry. Trials and subscriptions are available at ignites.com.





Predictions: private credit takes stock of the borrowers
The deals have enabled some teetering groups to hang on for a couple more years
    28 Dec, 2023 

Private debt may inadvertently morph into private equity more quickly than anyone imagined. In a series of 2023 deals, struggling companies that had traditional syndicated term loans coming due found a lifeline in private credit funds.
Companies such as Finastra, Trinseo and PetVet raised fresh capital from private credit firms at nosebleed interest rates. Sometimes relying on exotic structures known as “double dips” and “uptier exchanges”, where majority creditors can seize collateral from fellow creditors if things turn ugly.
The deals have enabled these teetering groups to hang on for a couple more years. But expect many of these rescues to go awry. WeWork and Envision Healthcare executed their own debt exchanges, refinancings and capital raises only to fall later this year into Chapter 11 bankruptcy. Private credit stalwarts including Apollo, Oaktree, Angelo Gordon and a handful of others can then seize control, moving from creditors to owners.
Steve Schwarzman said this year that with loans and bonds yielding well over 10 per cent, lending money offered such an easy win that private capital titans could sit back and pursue their hobbies.
Maybe for a few months. Companies bailed out in such private credit refinancings cannot all escape their restrictive capital structures. Many of these private credit lenders fully understand that they have taken on a “loan to own” situation, taking over overly leveraged businesses. Debt will be swapped into equity.
One might ask why these companies prefer these private credit refinancings instead of pursuing a painful, but cleansing, immediate bankruptcy to flush out excess debt. Almost always the answer is to keep remote “options” alive, especially when the owner is a traditional private equity sponsor.
Many upstart private debt funds have yet to prove that they have financial workout and turnaround skills. The good news for them is that they should get the opportunity to show off their skills next year.





Opinion

 
	Year in a word: Barbenheimer
	Predictions: powering nuclear energy with spent fuel
	What medieval painters tell us about wealth today
	Forget new year’s resolutions — make a ‘24 for 2024’ list instead
	2024 will herald the end of a race to the bottom in corporate tax rates
	Predictions: mind the valuation gap at Citi

 






Year in a word: Barbenheimer
The pink and grey cinematic phenomenon heralded a changing of the guard on the big screen

Stephen Bush   29 Dec, 2023 

(noun) a compound cultural phenomenon that began as a joke but some cinephiles took very seriously
Midsummer is usually when the big movie studios bring out their tent poles: the films they have spent the most money on, and have the highest commercial hopes for.
This year, that meant that Oppenheimer — the strait-laced biopic of the physicist who gave the world the atomic bomb — and Barbie — the wry story of a fictionalised world ruled by plastic dolls — shared a release date.
Memes playing off the incongruity, and supposed differences between the two movies’ target audiences (serious men of science in dark suits for Oppenheimer, brightly dressed women in pink for Barbie) led to widespread jokes about “Barbenheimer”: the experience of watching the three-hour long nuclear polemic and the two-and-half hour comedy about the Mattel toy back-to-back.
For some, the joke was an opportunity for some gentle fun — and for the marketing teams it became a chance to increase the attention being directed at their films. But other cinephiles took it very seriously, with 200,000 people seeing both on the opening day in the US alone, and many more opting to see the two movies in tandem.
The box office success of both halves of Barbenheimer was part of a changing of the guard on the silver screen. Superhero films, so dominant since the release of Iron Man in 2008, have recently struggled at the box office. Hollywood’s new cash crop seems to be riffs on recent histories and the toys we grew up with: sitting neatly between Barbie (at No 1) and Oppenheimer (at No 3) in the 2023 global box office is The Super Mario Bros Movie.
As for the question of which you should see first: the answer is obvious. You should watch Oppenheimer, then Barbie: because Barbie’s world is the one that Oppenheimer made.
stephen.bush@ft.com





Predictions: powering nuclear energy with spent fuel
Industrial groups and start-ups are working on reactor designs that can use recycled fuel
    28 Dec, 2023 

Why throw away anything that can be reused? That principle has created the $500bn-revenue global recycling industry. But climate and energy security fears mean it will become a resurgent theme in less likely industries — including nuclear power.
A number of industrial groups and start-ups, including UK-based Newcleo and Denmark’s Copenhagen Atomics, are working on reactor designs that can use recycled nuclear fuel.
More than 90 per cent of the energy potential of nuclear fuel remains, even after it has been used in a reactor for five years, according to the US Office of Nuclear Energy. Reusing it would partially solve the problem of what to do with sizeable stockpiles. It would also lessen dependence on uranium imports from Russia ally Kazakhstan.
Recycled fuel is nothing new. About a tenth of France’s nuclear electricity is generated using MOX, made from depleted uranium mixed with plutonium recovered from used reactor fuel. More expensive recycled fuel can only generally be used once in conventional light-water reactors.
It is better deployed in technologies such as fast reactors. Many countries including the UK pursued this from the 1950s onwards. It proved uneconomic, especially against power plants using fuels such as gas.
Groups such as Newcleo, backed by Italy’s Agnelli family, must get its latest fast reactor designs to generate electricity at competitive prices.
Many new reactor developers target a levelised cost of energy between $60-$75 per megawatt hour. That beats the UK’s first large nuclear plant in a generation, Hinkley Point C, guaranteed a price of £92.50/MWh in 2012 money.
Nuclear power fans need patience. Indeed, nuclear programmes are often state-backed given the high capital costs and construction risks. Wealthy philanthropists such as Bill Gates are often the driving force behind new designs, mostly unproven.
Reusing spent nuclear fuel makes sense in terms of sustainability. But for the near term this should remain a niche area.





What medieval painters tell us about wealth today
While being rich might be more acceptable than it once was, the influence that comes with it is more controversial

Gillian Tett   28 Dec, 2023 

Is it morally wrong to accumulate money? If you asked most westerners that question today, the answer would be “no”. The expansion of wealth is, after all, the raison d’être of modern finance, be that via hedge funds, pension plans or other investments.
But seven centuries ago in Europe, the reply would have been different — as a new exhibition at New York’s Morgan Library lays out, by looking at what happened when money first entered widespread circulation in the west (first with coins, and then via the paper money concept, imported from China.) This technological leap triggered an “unprecedented” surge in trade and economic growth, “transform[ing] every aspect of medieval society”, says Deirdre Jackson, assistant curator of medieval and Renaissance manuscripts at the library. It was the 15th-century equivalent of the introduction of the internet.
But this financialisation also sparked a “crisis of values”, Jackson adds, since money was considered intrinsically sinful by the Christian church. Thus artworks from that period, such as Hieronymus Bosch’s “Death and the Miser”, contained elaborate depictions of avarice.
The only way for the rich to avoid damnation was to renounce luxury (as paintings of that era show St Francis of Assisi doing), or make donations to support art, education and religion. Economic capital was not admired for its own sake — not unless it was converted to “cultural” capital, to cite the concept developed by the French sociologist Pierre Bourdieu, and encompassed political, moral and social capital too.
Eight centuries later, this might seem like mere historical trivia. But the message from the Morgan Library (originally the personal collection of Wall Street financier John Pierpont Morgan) is worth pondering today. Particularly at a time of rising political populism — and as Americans race to make tax-exempt charitable donations before the end of the year.
In the last decade, debates about inequality have exploded in the economics community after a long hiatus, following the publication of the unlikely 2014 best-seller Capital in the Twenty-First Century by the French economist Thomas Piketty. This argued that inequality has inexorably increased in modern times because the returns on economic capital held by the rich keep outstripping growth — a view challenged last year in a book by Phil Gramm, Robert Ekelund and John Early (and most recently, in a new paper by Gerald Auten and David Splinter, who criticise Piketty’s methodology).
But while this fight about the numbers is fascinating — and likely to intensify — it only captures part of the tale. As the economic historian Guido Alfani shows in his history of the rich in the west, there is also a striking story about cultural shifts.
In some senses, the western political economy today retains faint echoes of the sentiments on display in the Morgan Library. Leftwing politicians continue to rail against excessive financialisation and extremes of wealth. And rich people continue to convert at least some of their economic capital into cultural, moral and political capital. Last year, for example, Americans made almost $500bn in philanthropic donations.
However, Alfani identifies two notable differences between the past and the present day. First, the accumulation of money is more acceptable now (in the US at least) than it was when Bosch was painting financiers heading to hell. Just think of how the publication of annual “rich lists” sparks admiration and curiosity — as well as fury. Or the fact that when Donald Trump conducted his 2016 presidential campaign he specifically extolled his wealth as a mark of success. “So much seems to have changed since the Middle Ages when the rich were required not to appear to be wealthy . . . as this was considered intrinsically sinful,” Alfani writes.
Alfani also argues there is less pressure for the wealthy today to redistribute their riches at times of crisis. “The rich are no longer playing what has been their main social role for many centuries,” he says, noting that while wealth taxes were common in the past, they are wildly controversial today. Instead, a legal ecosystem has emerged that enables the wealthy to minimise their tax bills. And the only occasion when significant redistribution occurred in the last century was after the violent shock of the second world war.
On top of this, I would cite a third distinction (albeit one which Alfani does not stress): that the process of turning economic capital into cultural and political capital has become more morally contentious.
In centuries past, when wealthy people made donations to artists, intellectuals, churches or social projects, it was assumed that they could control the institutions they patronised. Today, the rich continue to exert influence, but in a subtle manner: the idea that they could use donations explicitly to dominate politics, art or intellectual life is controversial. Just look at the backlash that occurred when wealthy American donors such as the financial titans Bill Ackman and Marc Rowan called for the dismissal of university presidents.
Or to put it another way, one hallmark — and irony — of our modern western political economy is that while being rich is no longer considered intrinsically sinful, there is moral unease about the idea of using wealth overtly to control politics, culture or intellectual life. It is a paradox that might have made even John Pierpont Morgan chuckle.
gillian.tett@ft.com





Forget new year’s resolutions — make a ‘24 for 2024’ list instead
Setting goals for the upcoming 12 months is much more achievable — and much more fun

Jemima Kelly   28 Dec, 2023 

New year’s resolutions and I have a long history together, and it is not a very happy one. There have been years when I’ve given them up as early as January 1, a few times that I’ve made it all the way to February, but I’ve never made it as far as March.
Embarking on a life of abstinence and asceticism at the bleakest time of year — and often on the year’s biggest hangover, too — somehow never proved to be much of a recipe for success. And so it was that about a decade ago, I parted ways with the whole concept. If I really wanted to be healthier, wealthier and just an all-round better person, I could work on those things in other ways at some other time of the year.
It seems I wasn’t the only one. According to a YouGov poll last week, just 16 per cent of Britons intend on setting any resolution for 2024 (women are almost 50 per cent more likely to be doing so than men), down from 63 per cent in a YouGov poll in 2015. Nor am I the only one with a dismal record: research suggests most people give up their resolutions in the first month, with the second Friday of January the most common day to give up, according to one study.
But the problem with embarking on some new project or regime at a different time of year is that it doesn’t carry the kind of momentum or sense of starting again that a brand new year can bring. Neither does it tend to come directly after the kind of break from the normal routine and space for reflection that the festive period can offer (in between massive family ding-dongs, of course). Often, in practice, it doesn’t actually happen.
I felt like I needed some kind of new year-themed alternative, and in late 2020, during a depressing lockdown, I came across one on the Happier with Gretchen Rubin podcast. Rather than making one or two gruelling resolutions, I could come up with a much more fun and creative “21 for 2021” list of 21 things that I would like to do over the coming twelve months (adding one annually to match the year). I think of these things as goals, though Rubin herself, the podcast’s co-host and bestselling author of several books including The Happiness Project, tells me she prefers the word “aims”, because “even if you don’t get all the way there, you can move in the right direction”.
What they are not are resolutions. The key psychological difference, for me, is that none of these goals are things that can be “broken” if and when you slip up — you give yourself the whole year to achieve them. Rubin suggests having a pre-determined number of goals that you’re allowed to tweak, so you don’t feel you’ve failed if you do need to make some changes. (I find making about a quarter of the list tweakable works well).
Having so many of them also takes the pressure off any one goal, and allows you to think of ways you’d like to improve your life in ways outside of the usual “exercise more, eat more healthily, save some money” categories. Some of the goals can (and I think should) be related to sheer hedonistic enjoyment. And Rubin also encourages using the number of the year in your individual aims — this year I set myself goals of reading 23 books and making 23 new recipes (I am on track, thanks to some end-of-the year cramming) — and suggests having one or two that you could tick off on the first day or week so as to feel encouraged.
“Lots of people have very bad associations with new year’s resolutions, or they think they’re arbitrary so they don’t feel like doing them,” says Rubin. “Using the number of the year for the list is so obviously arbitrary that people just see it as a playful element. . . It makes a huge difference to frame things differently. It just seems to unlock a different part of your nature.”
It’s important not to make the goals too vague, or to aim for things that we cannot ourselves control. As management consultants teach, “Smart goals (Specific, Measurable, Action-oriented, Reasonable and Time-bound) tend to be the most effective kind. And while studies have shown that “approach-oriented goals” are more likely to succeed than “avoidance-oriented” ones, the latter are often just as important — if not more so — than the former (going for runs might be great for your heart but quitting smoking could be even better).
Of course you still might not manage to tick off everything on your list. I am on course to reach 13 of my 23 this year — a slight improvement on last year (11.5 out of 22), which in turn was an improvement on the previous one — but the fact that I am getting better motivates me to try even harder next year. Trust me: it’s nice to be able to start the year without feeling like a failure. So scrap your tedious resolutions and make a 24 for 2024 list instead.
jemima.kelly@ft.com





2024 will herald the end of a race to the bottom in corporate tax rates
The OECD’s agreement on fair, minimum taxation on large businesses will be implemented this year

Paolo Gentiloni   28 Dec, 2023 

The writer is European Commissioner for the Economy
The coming new year will mark a new dawn for the taxation of large multinationals. Rules setting a minimum level of taxation for these businesses will start applying in jurisdictions across the world.
This major development will finally put a floor under the harmful competition that, over the past four decades, has created a relentless downward spiral in statutory corporate tax rates worldwide.
Since 1980, these have decreased from an average of 40 to 23 per cent; in Europe the fall has been even greater, from 45 to just under 20 per cent. In many cases, additional sweeteners, preferential rates and unacceptable loopholes allowing profits to be shifted to zero or low-tax jurisdictions have resulted in effective tax rates well below those headline figures.
As the extent of such practices has come to light, the general public and owners of smaller businesses have become increasingly indignant.
The reform that is about to take effect is one of the two elements (or ‘Pillar 2’) at the basis of a historic breakthrough achieved in 2021 in the OECD’s so-called “inclusive framework”. This agreement was the outcome of years of painstaking international negotiations and an important victory for multilateralism.
It establishes a global minimum corporate effective tax rate of 15 per cent for multinational companies with annual revenues of more than €750mn. There are more than 140 countries on board — almost three quarters of all UN members, representing over 90 per cent of the global corporate tax base.
The EU has played a crucial role in spearheading this effort. And we are now leading the way in turning the 2021 agreement into reality. One year ago, we were among the first jurisdictions in the world to approve legislation implementing the global minimum tax. Today, almost all EU member states are ready to apply the new rules from the start of 2024. The European Commission will continue to monitor the timely and full implementation of this crucial reform. We stand ready to take action if needed to address any delays or inconsistencies.
The EU’s rapid move to enact the global minimum tax is spurring others to align their own laws. It is the responsibility of all governments to step up the pace of these efforts. We have also seen some zero or low-tax jurisdictions introducing or raising corporate income taxes and I trust that in 2024 we will see further — and where necessary, more ambitious — moves in this sense.
We will work with our partners around the world to encourage as swift and wide an application as possible of the new framework. This includes assisting developing countries in their implementation efforts with technical, financial, and capacity-building support.
At a time when public budgets are strained and the need to invest in the green, digital and social transitions is more pressing than ever, the global minimum tax rate will allow governments to raise much-needed additional revenues. The OECD estimates the annual gains for treasuries around the world at $220bn, or 9 per cent of global corporate tax revenues.
EU countries where the new framework is now set to come in to force will also enjoy the possibility of applying a top-up tax to companies that are part of the same group — if other jurisdictions in which they operate do not apply the minimum 15 per cent rate.
More than 4,000 large multinationals fall within the scope of this potential future top-up tax in the EU — an additional incentive for jurisdictions elsewhere to comply with the new rules.
Looking ahead, no less important is the other half (or ‘Pillar 1’) of the 2021 agreement, covering the reallocation between jurisdictions of taxing rights of the largest multinationals. This is about ensuring that these mega-firms pay tax wherever they generate their profits.
Last October, the OECD inclusive framework published a text of the multilateral convention needed to implement Pillar 1, reflecting the broad consensus achieved so far among members. It’s essential that — in line with the agreed, updated timeline — 2024 also sees a successful conclusion to the discussions on the few remaining open issues and the signature of this convention. This will allow us to move forward and to deliver the full benefits of this common path towards fair taxation.





Predictions: mind the valuation gap at Citi
US bank does have a bright spot in its services unit
    28 Dec, 2023 

Crunch time is fast approaching for Jane Fraser. Since taking the helm at Citigroup in March 2021, the 56-year-old has cut jobs and ditched retail banking operations in 14 overseas markets. In September, she announced an even bigger shake-up. The restructuring is aimed at stripping away the layers of bureaucracy that have made the US’s third-largest bank by deposits so unwieldy.
Having unveiled the bank’s biggest overhaul in two decades, Fraser in 2024 will need to show her plans impress her investors. Citi offers attractive value relative to its peers. Currently, Citi’s price to tangible book value ratio — at just 0.6 times — is the lowest among the largest US banks.
This reflects Citi’s dismal return on tangible common equity. The closely watched number came in at 7.7 per cent in the most recent quarter. That is well below the 22 per cent and 15.5 per cent reported by JPMorgan and Bank of America, respectively. Nevertheless, Citi has work to do to hit its own medium-term target of achieving an 11 to 12 per cent ROTE by 2027.
Citi’s US retail banking business will play a critical role in achieving that goal. Its relatively higher funding costs could explain as much as half of the gap between last year’s core ROTE and those of its closest peers, thinks Autonomous Research. Unfortunately, US consumer retail banking is fiercely competitive and Citi’s offerings do not stand out from rivals.
Meanwhile, the cost to remediate consent orders imposed by regulators in 2020, requiring the bank to improve its risk management and internal controls, will keep expenses high. Its efficiency ratio, a measure of expenses to revenue, was 67 per cent in the third quarter, above that of both BofA and JPMorgan.
Any rebound for Citi next year starts in its services unit, offering working capital and payment facilities to its multinational corporate clients. Revenues rose 18 per cent to nearly $14bn in the first nine months of this year. Compare that with the declines recorded for markets and investment banking. Providing more details on this less promoted unit would improve investor perception of Citi’s prospects.
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