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Germany urges weapons suppliers
to speed up European rearmament

o Industry should stop ‘complaining’ e Pistorius flags Russian threat @ Meeting with Hegseth today

LAURA PITEL AND
ANNE-SYLVAINE CHASSANY — BERLIN

Germany’s defence minister has told
‘weapons makers to stop complaining
and “deliver” on re-arming Europe, as
he called for production to increase to
‘match his country’s booming spending
plans.

Boris Pistorius told the Financial
Times his government had addressed
long-standing industry concerns by
streamlining hundreds of billions of
euros of new military spending, as
Europe seeks to deter Russian aggres-
sionamid waning US interest in the con-
tinent’s security.

“There is no reason to complain any
more,” Pistorius said. “The industry
knows perfectly well that it is now
responsible for delivering”

Industrial groups had to hold up their
end of the bargain, hesaid. Berlin isaim-

‘We need to throw rules
overboard when it comes
to procurement’

Boris Pistorius

ing to raise its annual defence spending
to €162bn by 2029, a 70 per cent
increase from this year.

“Unfortunately, we still experience
delaysin individual projects, where eve-
rything seems settled and then delays
occur on the industry side,” Pistorius
said. “Industry needs to ramp up its
capacities. That applies to ammunition,
to drones, to tanks — really to almost
everyarea.”

The Social Democrat is tasked with
delivering a “Zeitenwende” — or sea
change — in his country’s approach to
defence, which was announced three
years ago after Russia’s full-scale inva-
sion of Ukraine.

The aim is to transform the armed
forces after decades of under-
investment and give Germany a leading
role in European security.

Pistorius is due to meet US secretary
of defence Pete Hegseth in Washington
today, where he said he would discuss a
“road map” for US security support for

Pyongyang pledge Kim offers full backing to Kremlin

’s goals in its war with Ukraine Full backing, Page 2

North Korean leader Kim Jong Un welcomes visiting Russian foreign minister Sergei Lavrov at the weekend, pledging
that Pyongyang would ‘unconditionally support” the Krem

Europe. A widely expected reduction
should not leave capability gaps that
would risk “making an invitation to
Putin”, he warned.

Also on the agenda is Ukraine and the
pressing issue of US Patriot air defence
systems, after deliveries to Kyiv were
paused by Washington. Berlin has
already given three of its once 12-strong
stock of the systems to Kyiv.

“We only have six left in Germany,”
Pistorius said, adding that two others
‘'had been lent to Poland and at least one
‘was always unavailable due to training
or maintenance. “That’s really too few,
especially considering the Nato capabil-
ity goals we have to meet in the coming
e
Pistorius said he would discuss a pro-
posal he made to Hegseth last month to
let Germany buy two Patriot systems
from the US for Ky

However, he said that Germany
would not deliver its long-range Taurus
missiles to Ukraine despite a wave of
recent Russia air attacks and a renewed
request from Kyiv.

Pistorius said his ministry was work-
ing on a procurement plan for equip-
ment including tanks, submarines,
drones and fighter jets well into the
2030s, to make good on Chancellor Frie-
drich Merz’s pledge to make the Ger-
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> Crlypw companies race
for foothold in US banking
Cryptocurrency groups have
rushed to expand into traditional
banking, in a bid to become more
embedded in the financial system
and capitalise on a friendlier
regulatory environment under
President Donald Trump.— pPAGE 5

» EU tariff retaliation pause
Brussels has said it will delay a
plan to hit the US with levies on
exports tomorrow in the hope of
reachinga deal, after Donald
Trump said he would slap 30 per
cent tariffs on the bloc.— PaGe 4

» UniCredit attacks Rome
The bank has attacked the Italian
government’s intervention in its
hostile takeover bid for rival
Banco BPM, criticising its use of
powers to set conditions for a deal
as “illegitimate”.— pace s

» EUboosts subsidy probes
Brussels antitrust chief Teresa
Ribera has warned that the EU
will pursue more investigations of
foreign companies in the bloc.
Such probes have been used to
target Chinese companies.— PAGE 2

» Kraft Heinz eyes break-up
The packaged foods company is
weighing a break-up, a decade
after billionaire investor Warren
Buffett and 3G Capital merged the
two brands, people briefed on the
matter have revealed.— pace 7

» Aid cuts worse than Covid
John-Arne Rottingen, head of the
1 ‘haritabl i

manarm
Long-term contracts with “regular

has warned that aid cuts by rich
i to be deadlier

annual purchase would
aim to address the long-standing indus-
try complaint that it cannot invest in
expensive new production lines without
certainty about future orders.

Areport published last month by the
think-tank Bruegel and the Kiel Insti-
tute for the World Economy found that
European ammunition and artillery
‘manufacturing capacity had increased
substantially but warned that the pro-
duction rate of the battle tank used by
many European nations lags behind
that of US and Russian equivalents.

Pistorius said he was seeking to
improve procurement. “We need to get
faster. We need to become more effec-
tive. We need to throw rules overboard
when it comes to procurement and
planning”

than the pandemic in poorer
regions such as Africa.— pAGe 4

» Fuel puzzle over crash jet
A preliminary report into the Air
India flight that crashed on June
12 in Ahmedabad killing 241
passengers and 19 people on the
ground has said the engines cut
out seconds after take-off.— pace 2

» Musk Al targets $200bn
‘Tech billionaire Elon Musk’s xAI
is preparing to raise more cash in
adeal that could value the group
as high as $200bn — 10 times its
value early last year, people close
tothe talks have said.— pAce 7

Apollo-backed insurer’s UK
pensions push stirs concern

Athora, the insurer backed by Apollo,
took a big step info Europe with the
£57bn purchase of the Pension
Insurance Corporation. Buying PIC will
hand it a fifth of the UK bulk annuity
market in one fell swoop, a route that
Apollo's US private capital rivals KKR
and Carlyle had each explored. But
insurers’ links o private capifal giants
have caused concern for regulators
and retirees who fear they may be
taking on too much investment risk.
Britain targeted » PAGE 6

Fox News ad boom as lobbyists target
‘audience of one’ in the White House

DANIEL THOMAS AND
ANNA NICOLAOU — LONDON

Advertisers are flocking to Fox News to
reach “an audience of one”, according
to the networlc’s head of ad sales, as
companies, advocacy groups and for-
eign leaders try to lobby US President
Donald Trump through his television
screen.
Fox News has recorded aboom in adver-
tising revenues this year on the back of
record audience numbers, backed by an
unexpected boost from political adver-
tising. While this typically falls away
after an election, Fox has found that
political and advocacy advertising has
increased as groups seek to influence
the White House.

“News has always attracted advertis-
ers that are trying to reach influential
folks, but I think alot of folks are aware

that the president and alot of the folks
in his administration are watching the
[Fox News] network,” Fox Corp ad sales
president Jeff Collins said. “We're seeing
alotof advertiser demand comingin for
that audience, whether it’s an audience
ofoneoranaudienceof 12.. .. we're see-
ing quite a bit of demand for that.”

Trump is known to be a regular
viewer of Fox, which has alsoserved asa
conveyor belt for people entering his
administration.

Fox has had Trump’s ear in big policy
decisions this year. When JPMorgan
chief executive Jamie Dimon appeared
on Maria Bartiromo’s Fox show in April
warning that Trump’s tariffs would
probably trigger a recession, it caught
the president’sattention.

‘Trump mentioned the interview sev-
eral times that day in public appear-
ances and posted about it on his Truth

Social platform. Later, he announced a
90-day pause on tariffs with all trading
partners except China.

Collins said: “We’ve seen other
nations coming on to advertise across
the Fox News portfolio. I can’t speak to
‘who they’re specifically trying to reach,
but one would assume that it would be
the president, as well as his circle of
advisers thatare forming policy.”

Fox News has been the most-watched
TV channel in the US this summer, aver-
aging more than 3mn viewers during
the primetime hours between 8pm and
11pm, according to Nielsen data.

Fox chief executive Lachlan Murdoch
said in March that “because of the elec-
tion”, many advertisers had “rethought
their positioning . . . and understand
the Fox News viewer really does repre-
sent middle America — and they’re
responding with their cheque books”.
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Ukraine conflict

N Korea gives full backing to Russia’s war

Moscow’s foreign minister
thanks Kim for military
help during weekend visit

POLINA IVANOVA

North Korea will “unconditionally sup-
port” Russia’s goals in Ukraine, leader
Kim Jong Un told visiting Russian for-
eign minister Sergei Lavrov at the week-
end, according to North Korea’s state
news agency, as the two countries reaf-
firmed their deepening military and
economicties

Lavrov met Kim on Saturday on the
leader’s yacht near the coastal resort of
‘Wonsan after arriving in North Korea to
ared-carpetwelcome on Friday.

Lavrov thanked his host for the weap-
ons and troops already sent by
Pyongyang to aid Russia’s full-scale
invasion of Ukraine, describing it as a
“sincere expression of solidarity”, and
said that the format any future military
support would take was up to Kim.

North Korean ammunition and
troops played a decisive role in Russia’s
fight this spring to restore control over
the Kursk region, swaths of which were
seized and occupied by Ukrainian forces
last year. Russia is intensifying its sum-

news agency Yonhap yesterday,
Pyongyang has dispatched some 13,000
troopsand 12mn rounds of shellsto Rus-
sia since October and is likely to send
further troops this summer. The Krem-
lin has been escalating its drone and
missile attacks on Ukraine, with Kyiv.
and the surrounding region predomi-
nantly targeted inr

inits Kursk region. Asked whether, with
Kursk retaken, North Korean troops
could now support Russia’s military
efforts in other areas of the front line —
‘which il fighting on Ukraine’s

interests by further developing the com-
prehensive strategic partnership”.

Kim reaffirmed that North Korea “is
ready to unconditionally support and

sovereign territory — Lavrov said
Pyongyang “itself determines the forms
in which we implement our strategic

The attacks come as Russia gains
ground in the east of the country, where
its troops are advancing at their fastest

mer offensive in Ukraine, but it remains
unclear whether North Korean troops
will be involved in fighting beyond Rus-
siasinternationally recognised borders.

According to a new report by South
Korean military intelligence, cited by

InJune, Russian security council chair
Sergei Shoigu announced that North
Korea had pledged a further deploy-
ment of 6,000 military personnel,
including 5,000 military construction
‘workers, to aid Russian reconstruction

That agreement, signed in June last
year during Russian President Vladimir
Putin’s first visit to the isolated commu-
nist country in more than two decades,
has formed the basis for North Korea’s
‘military support.

North Korea’s official news agency
summarised Lavrov’s three-day vi
yesterday, saying the two countries dis-
cussed “defending the common core

bythe
Russian leadership as regards the tack-
ling of the root cause of the Ukrainian
crisis in keeping with the spirit of the
interstate treaty”, the KCNA news
agencysaid.

Alongside military co-operation,
Moscow and Pyongyang have increas-
ingly fostered economic and social ties.
Some North Korean products are now
appearing in Russian

Trade tensions

Brussels to
step up probes
into foreign
subsidies, says
antitrust chief

JOE LEAHY — BELJING
ALICE HANCOCK — BRUSSELS

The EUisto pursue more subsidy inves-
tigations against foreign companies
investing in the bloc as it steps up
efforts to combat what it sees as unfair

while Moscow is promoting joint infra-
structure projects including the con-
struction of a large bridge connecting
‘the two countries.

Nearly 12,000 businesses are
awaiting connection as switch
from gas fuels demand in EU

ALICE HANCOCK — BRUSSELS.
ANDY BOUNDS — EINDHOVEN

Thousands of businesses and house-
holds are waiting to connect to the
Dutch grid, forcing network operators
to ration power in an early indicator of
what other European countries are
likely to suffer as the speed of electrifi-
cationincreases.

More than 11,900 businesses are wait-
ing for electricity network connections,
according to Netbeheer Nederland, the
association of Dutch grid operators. On
top of that are public buildings such as
hospitals and fire stations as well as
thousands of new houses.

Dutch officials and companies said
lengthy waits for connections were
holding up economic growth and could
force businesses to rethink their invest-
ment plans. Despite efforts to invest in
new cables and substations, new con-
nections in some areas of the country
will only become available in the mid-
2030s, accordingto network operators.

Although the bottlenecks in the Neth-
erlands are particularly acute, analysts
say it is a harbinger of what is likely to
occur in other EU nations, as the speed
of electrification increases to meet the
bloc’s ambitious decarbonisation tar-
gets. “There is congestion in other coun-
tries”, but other countries should “defi-
nitely” see the Dutch example as a
warning, said Zsuzsanna Pat6, power
team lead at the Brussels-based energy
non-governmental organisation RAP.

‘The Netherlands is among the coun-
tries in Europe to have moved fastest to
electrify critical parts of the economy
after it ended production at its giant
onshore gasfield, Groningen, in2023.

More than 2.6mn Dutch homes now
have solar panels on their roofs, Netbe-
heer Nederland figures show. Compa-
nies also accelerated their move away
from gas after the EU energy price crisis
in2022.

The country had been so used torely-
ing on its gas resources that power grid
upgradeshad not kept pace, its national
power grid operator, Tennet, said.

To provide the grid capacity required,
the Dutch government estimates the
level of investment needed in cables and

Europe. Energy security

Rising demand forces Dutch to ration electricity

Power shortage:
solar panels in
Deventer in the
Netherlands.
Consumers are
being asked to
charge bikes and
cars outside of
the peak hours

Martn Bergsma/lamy

€200bnt02040.

new substations to be in the region of

Some of that can be funded through
the sale of Tennet's section of the Ger-
‘man power grid to private investors,
whichis valued atabout €20bn, accord-
ing to officials involved in the talks. But
much of the rest will have to be covered
by the amortisation of assets, with con-

users to pay for electricity in time
blocks. From April 1, operators could
offer contracts where large industrial
users are barred from using their con-
nections at all during certain busy hours
inexchange for lower tariffs.

The Hague has also put out a “more
conscious use of energy” advertising
campaign across TV and social media
e haree bikesand

‘Everything
is going
electricand
electricity
[support
structure]

The Netherlands already has some of
the highest electricity costs in western
Europe because of the grid
Monthly prices are, for example,
roughly €30 per megawatt hour higher
than they are in France this year,
according to data from the think-tank

Ember.

To cover the necessary investment,
tariffs are expected to increase each
year until 2034 by an average of
between 4.3 and 4.7 per cent in real
terms, a presentation from Tennet said.

To free up capacity, Tennet and
regional grid operators have started to
offer contracts to households that dis-
count electricity used at non-peak
times, such as between 11am and 3pm,
and other flexible contracts that allow

train. Butlocal

needs to
grow

cars outside of the 4pm to 9pm peak,
when the grid comes under greatest

worried

that their regions will lose investment if
the queues for connections endure.

“Everythingis going electric and elec-

tricity infrastructure needs to grow

massively
everywhere’

massively everywhere,” said Jeroen

most

Dijsselbloem, mayor of Eindhoven.

The Brainport region around Eind-
hoven, covering 750,000 people in sev-
eral municipalities in the southern
Netherlands, had lost investment
because it had to ration power supply,
he said. Brainport is also home toa clus-
ter of advanced technology companies
led by ASML, the maker of the world’s
sophisticated
machines. No significant new grid

chipmaking

capacity would be installed in the region
until 2027, Tennet figures show.

“We need more than 100 medium-
size substations and 4,000 small sub-
stations,” Dijsselbloem said. Grid opera-
‘torsare also short of 28,000 technicians
to install the necessary infrastructure,
accordingtoNetbeheer Nederland.

Companies such as Thermo Fisher, a
US medical business with a base in the
Eindhoven area, have maintained their

Y ;

Although not specifically aimed at
China, the EU’s foreign subsidies regula-
tion, which came into force in 2023, has
been used to target many Chinese com-
panies amid growing concern that over-
supply by the world’s largest manufac-
turerisjeopardising European industry.

Asked whether there would be more
such probes under the regulation, Ter-
esa Ribera, EU executive vice-president.
for clean, just and competitive transi-
tion, said: “Of course.”

Ribera said she expected sectors in
which there was increasing foreign
interestin investingto come under scru-
tiny. “There isa broad spectrum of those
sectors where there is interest to invest.
in Europe — basicindustries [and] mod-
ern industries: chemicals, pharma, cars
and batteries, ”she said.

The foreign subsidy regulation (FSR)
allows Brussels to block companies sub-
sidised by foreign governments from
public procurement, mergers and
acquisitions and even selling goods and
services into the single market.

The EU has used it to investigate Chi-
nese companies bidding for public ten-
ders in Europe ranging from electric-
vehicle maker BYD and a state-owned
train maker to a solar panel company
andits government-owned partner.

‘The EU has also launched “ex offici
investigations under the FSR into a Chi-
nese security scanner maker and Chi-
nesewind turbine sales.

Ribera is in Beijing to co-chair the
Sixth EU-China High-Level Environ-
ment and Climate Dialogue with China
vice-premier Ding Xuexiang today and
for other meetings to discuss the green
transition and EU-China co-operation.

Her visit comes ahead of a summit
scheduled for late July between Euro-
pean Commission President Ursula von
der Leyen and Chinese President Xi
Jinping to mark 50 years of diplomatic
relations. The planned meeting will take
place amid trade tensions and EU anger
over China’s continued support for Rus-
sia following its full-scale invasion of
Ukraine.

Ribera said the intention behind the
foreign subsidies regulation was that
companies investing in the EU should
add value and foster talent and innova-
tion in the bloc. She pointed to Beijing’s
example in the past of demanding that

invested in on-site bat-

investing in China did so

tery storage and solar to counter the
grid congestion issues.

In the meantime, the Dutch energy
ministry and network operators are
looking at ways to increase the load on
the grid safely without causing black-
outs like the one across the Iberian
peninsulain April.

There are also initiatives to pool con-
nections and create “energy hubs” that
share grid access. Eefje van Gorp,

for Tennet, said that other

through joint ventures and introduce
technology tothe market.

The idea could be “to develop these
types of joint ventures, also in Europe,
but without risking getting trapped ina
context where innovation and knowl-
edge may be absent and we could only
get products to the markets”. Brussels
has also begun to increase “Buy Euro-
pean” provisions in its legislation in an
effortto boost the bloc’s markets.

Oncli Riberasaid that with

countries should beware. “Belgium is in
trouble. The UK is in trouble. In Ger-
many there’s lots of trouble because in
Germany all the wind is in the north and

the US abandoning the Paris climate
accord and turning away from multi-
lateralism, it was important for other

i their i to

the demandisinthe south.”

the process.
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Preliminary report

Air India jet fuel switches cut off seconds before fatal crash

JOHN REED — NEW DELHI
PETER WELLS — NEW YORK
SYLVIA PFEIFER AND

KANA INAGAKI — LONDON

The engines on Air India flight 171
briefly cut off seconds after take-off, a
preliminary report into the jet’s fatal
crashlast month has found.

India’s Air Accident Investigation

for London Gatwick airport. The acci-
dent killed 241 people on board and
another 19 on the ground, where the jet
crashed into a medical college near the
airport. It was India’s worst aviation dis-
aster in almost three decades and the
industry’s deadliest in 11 years, as well
as the first fatal crash involvinga Boeing
Dreamliner.
T

urday ft reached the nec-

from UK’s Air Accident

essary speed to lift off but seconds later,
switches that controlled the flow of fuel
to the jet’s two engines “transitioned”
from “run” to “cut-off” position. In the
cockpit voice recording, one of the pilots
is heard asking the other, “Why did you
cutoff?” to which h ded “thathe

Investigation Branch and the US
National Transportation Safety Board.
The AAIB said that at this stage of its
investigation there were “no recom-
mended actions” to Boeing, the aircraft
‘manufacturer, or GE Aerospace, whose
i d the plane.

didnotdoso”, thereport said.
Although the two switches transi-
tioned back to the “run” position
between 10 and 14 seconds later, the
engines had been starved of fuel and lost
thrust, leading one pilot to declare
“mayday, mayday, mayday”. Aviation
experts have said it is difficult for pilots

In a statement, Air India said that it
“stands in solidarity with the families
and those affected” and “[continues] to
mourn the loss” of those killed in the
accident. It added that it was “working
closely with stakeholders, including reg-
ulators” and continuing “to fully co-op-
erate with the AAIB and other authori-
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The crash on June 12 occurred
‘moments after the Boeing Dreamliner
787-8 took off from Ahmedabad, bound

Boeing said: “Our thoughts remain
with the loved ones of the passengers
and crew on board Air India Flight 171,

as well as everyone affected on the
groundin inue to

Mark Martin of Martin Consulting, an
iation safety firm based in Gurugram

support the investigation and our cus-
tomers.” GE Aerospace did not immedi-
ately respond toa request for comment.
Indian conglomerate Tata Group, which
owns the airline, referred reporters to
the statement from Air India.

‘The preliminary findings, which are
based on data drawn from the cockpit

jice and digital flight data record

India, said the AAIB and other investi-
gators needed to probe further how the
fuel switch had been cut off.

“No pilot would be foolish enough to
cut fuel to both engines during a phase
when he needs engine power the most,”
said Martin. “It is imperative that we
wait for the entire, comprehensive
i g report.

well as evidence gathered from the
crashsite, did not draw any final conclu-
sions about what led to the switches
being turned off.

Crashssite: the Air India jet hita
medical college in

John Cox, a former airline pilot who is
now chief executive of consultancy
Safety Operating Systems, described the
reportas “factual and credible”.

“We know the fuel control switches
moved,” said Cox, adding that “it took a
person to move them — those are posi-
tivelock switches”.

The next part of the investigation
would need to consider whether they
were moved deliberately or inadvert-
ently, hesaid.

Sumeet Sabharwal, the captain, had
‘more than 11,500 hours of flying experi-
ence, while first officer Clive Kunder
hadmorethan 3,400 hours.

The report said both pilots had an
“adequaterest period” and took breath-
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Trump’s tone on
Ukraine shifts
as frustration
with Putin grows

How much Kyiv will benefit from US
president’s ire at Kremlin is unclear

JAMES POLITI — WASHINGTON increasingly unhappy with Russia’s
R R e s intransigence in talks over a possible
MAX SEDDON — BERLIN ceasefire that would pave the way for

the longer-term settlement —a primary
Donald Trump was on the South Lawn  foreign policy goal for the US president.

of the White House on Friday morning ~ “We're the closest we have been to
when he was asked about a Russian  new financial measures or new pressure
drone attack that hit a hospital in  being put on Putin for this entire admin-
Ukraine overnight, injuring nine peo-  istration,” said Kristine Berzina, manag-

ple. “Iknow;” he said. “You'll be seeing ing director at the German Marshall  Donald Trump  geopolitical winds were shiftingin  They added thatwhile Patriotswere  “We're the “What we have seen is a lack of con-
things happen.” Fundofthe US. has become Ukraine’s favour. “We have received critical to Ukraine’s ability to better sistency in this administration’s

The US president’s comments high-  Yet while Trump’s bluster against increasingly political signals at the highest level —  defend its troops and its cities, they ~ClOSESt we approach to Ukraine, and what we need
lighted how his frustration with Russian  Putin will ease fears that the White unhappywith  good signals, particularly from the  would not change its ability to strike  }ave heen todoto support ending that conflict and
President Vladimir Putin for failingto  House will completely abandon Vladimir Putin's  United States of America and from our  backagainst Russia nor shift the overall pressuring Russia,” Shaheen said.
budge in talks to end the war he Ukraine, it may not represent a pro- ~ rigidityintalks  European friends”” dynamicof thewar. to new The administration is continuing to
launched three years ago appears to found shiftin Kyiv’s favour. over a ceasefire He added that Kyiv would this week ~ Rachel Rizzo, a senior fellow at lhe financial negotiate with Moscow. Last week secre-
have reached a tipping point. “This is a shot across Russia and inRussia’swar  be discussing military co-operation  Atlantic Council’s Europe Center, tary of state Marco Rubio met Sergei

Over the past week, Trump has said ~ Putin’s bow that he'ssick of beingstrung ~ against Ukraine  with Trump’s Ukraine envoy, KeithKel- ~ “Iwould say Trump's atmouncementis  MEASUTeS Lavrov, the Russian foreign minister, for
hewillbe providingadditional weapons, ~along,” said Max Bergmann of the = [7eres logg, and expected “strong steps” o probably morea factor of his frustration (). ey talks in Malaysia. But there was no
including Patriot air defence systems, to ~ Center for Strategic and International sanclmm aswell. with Putin rather than his affection for breakthrough. Rubio told reporters
Ukraine; signalled his willingness to  Studies, a Washington think-tank. “But uriy Fedorenko, of  Zelenskyyor forUkraine”  pressure there had been a different “approach”
embrace much tougher sanctions it doesn’t actually mean that the US is Ukramn 429th “Achilles” drone regi- Nevertheless, the Ukrainian pre: bcing put from Russia but did not offer any details.
against Moscow; and criticised the Rus-  goingtoshift to beingsuddenly a bigally ment, said Trump’s changing rhetoric ~ dent has become more successful at AR “Iwouldn't characterise it as something
sian president. and backer of Ukraine, or more signifi- “isgood forus”. ‘managing Trump. Following the Oval 0N Putin’ thatguaranteesa peace.”

Healsovowed toissuea “major state- ~ cantlythanithasbeen.” “We can sce that tensions between  Office confrontation, UK Prime Mini ‘The Russian foreign minister made it
ment” on the war in Ukraine today, Jeanne Shaheen, the top Democraton Washington and Moscow are rising,” ter Sir Keir Starmer and French Pres clear the Kremlin was not prepared to
withoutelaborating. the Senate foreign relations committee, Federenkosaid. dent Emmanuel Macron advised Zelen- budge on any of Putin’s maximalist

“We getalot of bullshit thrownatus ~ said that during a meeting at last Butwhile Trump's thetorichasraised  skyy on how to shift his approach to demands, telling Rubio he “confirmed
by Putin,” Trump vented on Tuesday. month’s Nato summit, Zelenskyy said some hopes in Europe of a potential  dealing with the US president by offer- the position Putin hasput out”,

“He's very nice all the time, but it turns  his “first priority” was securing help to shift in his attitude, two senior officials  ing emphatic praise and always thank- “It was obvious from the first talks
outtobemeaningless.” defend Ukrainian cities from Russia’s involvedin itynegoti-  ing for its support, accord- after inauguration that Putin wasn't

Trump’s ire represents a big shift in  serial assault. Trump this week said the ations with Washington said there was  ingto US, Frenchand Ulrainian offcals interested in peace except on his terms.
tone from the White House. The presi-  US would be sending additional Patriot stilllttle the White  familiar wi Hethinks he can win the war,” said Alex-
dent spent the early months of his sec-  systems to Nato allies for them to dis- House takinga more pro-Kyiv stance. ‘The Ukrainian president is still deal- ander Gabuev, director of think-tank
ondterm pinning the blame for the con-  tribute to Ukraine. “It would be good Western allies of Ukraine were still  ing with an administration in which the Carnegie Russia Eurasia Center in
flict on Ukrainian President Volodymyr  news if the president follows through assuming Trump was predisposed to  scepticism about helping Kyiv runs Berlin. “Putin decided there’s no point
Zelenskyy, including during an infa-  and ensures that he makes good on secing Putin as his main negotiating  deep — both from officials who believe doing a deal with the US because west-
‘mous, public dressing-down inthe Oval those statements;” Shaheen said. partner in any settlement and Zelen-  the US needs to focus more on Asia ern support for Ukraine is fracturing
Office in late February. In his evening address from Kyiv on skyy asthe primary obstacletoaworka-  rather than Europe, and others whoare anyway. We'll have to see on the battle-

Since then, Trump has become  Friday, Zelenskyy also suggested the bl deal, the officials said. non-interventionist. field if he was right.”
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Exports deadline

EU pauses trade retaliation against Trump

Levies delayed in hope of
reaching deal after US
announces 30% tariffs

ALICE HANCOCK AND ANDY BOUNDS
BRUSSELS.

‘The EU will delay its plan to impose tar-

iffs on €21bn of annual US exports to

Europe tomorrow in the hope of coming

to an agreement after President Donald

Trump said he would put 30 per cent
iff August1.

to come into effect after midnight on
July 14 would be suspended until “early
August”.

“We have always been clear that we
prefer anegotiated solution with the US.
‘This remains the case,” she said.

Trump announced on Saturday that
he would hit the EU and Mexico, two of
the US’s closest trading partners, with
30 per cent tariffs from August 1. Euro-
pean leaders have been split on whether
the bloc should press for a quick frame-
work trade deal similar to the UK’s or

European Commission president
Ursula von der Leyen said yesterday
that the application of tariffs to annual
1 EU, i i i

keep in the hope of achiev-
ingabetter outcome.

Senior EU officials told the Financial
‘Times that they did not expect the US

motorcycles and clothes, that were due

president to go through with his new 30
per cent figure, which is being widely

interpreted by Brussels as a bid by the
president to increase pressure on the
blocin the remaining time left for nego-
tiations.

One EU official pointed to the likeli-
hood of a very negative US investor
reaction tosuch steep measures on akey
trading partner. “We trust in the mar-
Kets”the official said.

German finance minister Lars Kling-
beil called for the EU “seri-

countermeasures to protect jobs and
companies in Europe.”

As well as the initial list of counter-
tariffs, the European Commission,
which runs trade policy, is consulting on
apackage of tariffs on a further €95bn of
imports from the US, including aircraft,
alcohol and food, which would need
member states’ approval. This has
already bccn reduccd to €72bn, accord-

ous” talks. “Nobody needs new threats
or provocations right now. What we
need is for the EU to continue serious
and targeted negotiations with the US,”
he told Siiddeutsche Zeitung.

However, Klingbeil warned that “if a
fair negotiated solution cannot be
reached, then we must take decisive

governments

coercion instrument, which would
allow it to take measures against US
service exports, for example by block-
ing companies from public procure-
ment contracts. The instrument “is cre-
ated for extraordinary situations — we
are not there yet,” the commission pres-
ident said, adding that “the time is for
negotiations”.

Her comments came as she
announced a “political agreement” ona

lnbbledlo
ucts from the target list.
The US is applying tariffs on around

prod-

with Indonesia after nine
years of talks.
The deal, expected to be finalised in

€380bn of annual i the EU.
Von der Leyen said the commission
would “continue to prepare” the second
list of countermeasures but added that
the bloc would not invoke its anti-

will need to be ratified by a
weighted majority of member states
and by the European parliament.
Additional reporting by Amy Kazmin,
Henry Foy and Anne-Sylyaine Chassany

Funding crisis
Western aid
cuts deadlier
for Africa
than Covid,
warns charity

MICHAEL PEEL AND CLIVE COOKSON
NDON

International aid cuts by rich nations
threaten to be deadlier than the Cov-
id-19 pandemic in poorer regions such
as Africa, the head of the Wellcome
charitable foundation has warned.

‘The “abrupt change” in assistance poli-
cies by the US and other western coun-
tries would havea “huge health impact”
in the most affected areas, said John-

Businesses fear export clause
that could double fee on goods
using components from China

A. ANANTHA LAKSHMI — HANOI

For Thanh Cong Garment, a Vietnamese
supplier toapparel companies including
Adidas, Calvin Klein and Columbia, a
trade deal to avoid the worst of US Presi-
dent Donald Trump’s tariffs should
have been ahuge relief.

Vietnam was one of only two coun-
tries that Trump said had clinched a
deal with the US by a July 9 deadline to
avoid his “reciprocal” tariffs. This week,
‘many of its neighbours received letters
from the White House threatening, in
some cases, higher levies.

But the company was left puzzling
over the lack of detail in the agreement.
Trump announced a blanket 20 per cent.
tariff rate, down from an initial threat of
46 per cent, but neither Vietnam nor
the US has provided further details
or released a final version of a trade
agreement.

‘Hanoi has also not confirmed the new
tariff rate, saying only that the two sides
had reached a “fair and balanced
reciprocal trade agreement frame-
work”, raising further uncertainty for
companies.

‘The US side also included a clause
threatening a 40 per cent rate on goods
“transshipped” — or rerouted —
through Vietnam, though it did not
define transshipment. But the clause
has stoked concerns among businesses
that they will be penalised for using Chi-
nese inputs, which are critical to supply
chains in Vietnam.

‘Tran Nhu Tung, chair of Thanh Cong
Garment, noted that the 20 per cent
base rate was not much higher than the
15-17 per cent import tax currently paid
by Vietnamese garment makers. But the
transshipment clause could prove to be
ahuge challenge.

“For the products that [have] materi-
als from China but manufactured in
Vietnam, what is the tariff to export to
the US? Twenty per cent or 30 per cent.
or 35 per cent?” said Tung. “We need to
wait”

Vietnam, one of the biggest suppliers
of apparel, shoes, electronics and of
products to the US, became a manufac-
turing powerhouse in recent years,
attracting the likes of Apple, Nike and
Samsung as companies rushed to relo-
cate production out of China to avoid
blowback from geopolitical tensions.

US charges. Transshipments

Vietnam faces tariff threat despite deal

but there is still quite a lot of

one in three new projects last year.

repac]

manufactured in Vietnam.

Under scrutiny: Many of those companies are clam-
workers ona bering to figure out how the new trade
garment deal will work —and whether by moving
assembly linein  quickly, Vietnam has scored favourable
Ho Chi Minh terms or hemmed itself in.

City. Vietnam “There is a sigh of relief that at least
has been we know what the answer is for Viet-
accused of nam. ..

actingas a uncertainty in the agreement that exists
conduit for right now,” said Rich McClellan, founder
Chinesegroups  of the RMAC Advisory, whose clients
seekingtoavoid  includ jes and the Vi

US tariffs

Yen DuongiReuters

government. The transshipment clause
was “the most ambiguous and most
potentially risky portion of this agree-
ment”, headded.

Vietnam has alot at stake. One of the
world’s most trade-dependent coun-
tries, with an exports-to-GDP ratio of
nearly 90 per cent, it sends a third of its
exports to the US, making a higher tariff
rate a significant risk for economic
groy the UShas

Experts say the Tramp administra- There lsa_
tion's definition of transshipment could  Sigh of relief
refer toarange of practices from simply i

ing Chinese goods withacoun- * * * butstill
terfeit “made in Vietnam” label or to @ lot of
using Chinese raw materialsin g00ds ) certainty

“The impact may be more limited if 1N the
these 40 per cent tariffs are enforced
soely forthemost cgregious pracicsof agreement
pl ftradetoavoid Ustar-  that exists
iffs,” said MUFG analyst Michael Wan. right now’

“Incontrast, if thereis astricter deter-
mination of transshipment defined as a
certain threshold of foreign value
added, the impact . . . may be pro-
nounced.”

Given the Trump administration’s
interest in isolating China, businesses
fear a wider definition. This would be
extremely damaging for Vietnam,
rely on Chinese

surged in recent years to $123bn in
2024, the third-largest behind China
and Mexico.

The country has also drawn accusa-
tions of serving as a conduit for Chinese
companies seeking to avoid Washing-
ton's tariff of manufac-

raw materials and components, amid
warmng,s that removing them would be

hatis not realistic, that does not
take into account how global supply
chains work,” said one American
in Hanoi. “It’s not just

turing investment in Vietnam has come
from China, which accounted for almost

impossible for Vietnam. It’s impossible
foreverybody.”

Rich McClellan,
RMAC

Advisory

Anu(her big unknown is how Viet-

“The potential health impacts of these
cuts are at the magnitude of the health
impacts of the pandemic — and even
higher, potentially, in mortality,” Ret-
tingen said. “The abrupt cuts [in inter-
national aid] from the United States are
challenging bccausc they have such
immediate effect

The remarks echo recent studies
warning that slashed international
funding for vaccination, anti-HIV/Aids
efforts and other health campaigns
could cause millinns of deaths over the
comingyears

us secrmry of state Marco Rubio said
in March that 83 per cent of US Agency
for International Development pro-
grammes would be cancelled. The UK
has announced a 40 per cut toits inter-
national aid budget as a share of
national income.

Rottingen said the sudden funding
crisis had driven home the need to
reform global health provision and in
particular the way donor countries
oftenimposed ways of working on recip-
ient countries. The southern African
nation Malawi had to create 56 strategic
plans for the health sector in part to fit
different donor requirements, he said.

The funding shortfall could not be
made up by Wellcome, one of the
world’s biggest biomedical charities,
since its £37.6bn endowment and
£1.5bn annual expenditure were geared
to biomedical research rather than
health delivery, Rottingen said. But the
organisation wanted to play an impor-
tantrolein public health advocacy.

Wellcome was organising five

“regional dialogues” in Africa, Latin
America, the Middle East, Europe and
North America to propose reforms for

5

o0se
o(lts nelghho\lrs —adifference that will
be critical to Vietnam retaining its com-
petitive advantage as a manufacturing
hub. Trump has set a new deadline of
August 1 for countries to come to an
agreement with the US.

“Whether the negotiated tariff s ulti-
mately a win or loss for Vietnam will
largely depend on whether other ‘China
plus one’ markets secure similar deals,”
said Marco Forster, Asean director at
Dezan Shira & Associates.

Official data for the first half of the
year shows foreign direct investment
increased nearly a third to $21.5bn, sug-
gesting that investment had not been
scared off by the tariff uncertainty. Viet-
nam also has an edge in certain incen-

“We need to handle the urgent needs
but we shouldn’t land prematurely on
bigger reforms that do not take a longer-
term perspective on where we need to
20 said Rettingen, a Norwegian public
health expert who has led Wellcome
sincelast year.

He added that middle-income coun-
tries such as South Africa and Nigeria
were ready to take on more responsibil-
ity for operational spending, with local
health workers replacing more expen-
sivewesternstaff.

In this way it should be possible to
deliver HIV programmes for much less
than the costs incurred by western
donor agencies, he said. International
dunors could then focus on funding

ts for producers.

But Steve Greenspon, founder of US
home goods retailer Honey-Can-Do,
warned that even “a 20 per cent tariff
will result in higher prices and inflation
ongoods”.

“This will certainly lead to reduced
demand for goods, hurting American
businesses and jobs,” he said. “Compa-
nies will continue to produce their prod-
ucts in Vietnam, though at a lower pace
than prior to the tariffs.”

research
and development, though the world’s
40 or 50 poorest countries would still
need aid to deliver basic healthcare.

Rottingen raised concerns about other
aspects of the Donald Trump adminis-
tration’s attitude to science and health,
besides aid cuts. One was the potential
spread of misinformation by raising
alarms based on lone scientific studies,
while ignoringlarge amounts of research
that came to opposite conclusions.

Burial scandal

Investigators seek 800 children’s remains at site of Irish home for unmarried mothers

JUDE WEBBER — TUAM, IRELAND

International archaeologists and
forensic experts will begin digging at
thesite of a notorious Irish mother and

in Tuam, County Galway, which starts
todayandi twoyears.

‘Times. “Hopefully they’ll find alot of

Although the team includes archaeol-
ogists, forensic anthropologists, osteo-

baby home today to
remains of 796 babies and young chil-
drenbelieved to be buried there.

Grey hoardings cordon off the site
where experts must sift through a
former underground sewage system
and nearby areas to retrieve bones,
painstakingly reassemble them into
skeletons and try toidentify them.

“We cannot underestimate the com-
plexity of the task before us,” said Daniel
MacSweeney, a former International
Committee of the Red Cross envoy
leading the excavation operation that
willalso lay bare one of the most painful
and shame-filled chapters in Ireland’s
history.

Time
ists, “no one has experience’ oftrymglo
extract, reorder and identify so many
commingled infant remains, according
to Niamh McCullagh, senior forensic
consultant to the dig, who has worked
with police on cold cases and murders.

“This is about a wrong that had to be
put right,” said Catherine Corless, the
local historian whose research first
identified 796 babies and children
recorded as having died between 1925
and 1960 at the institution run by Bon
Secours nuns, but for whom there were
no burial records.

She suspected some children were
placed in the septic tank of the now
demolished institution that was housed

ina

olombia,
Spain, the UK, Canada, Australia and
the US have been recruited for the digat

“You can't leave it be, you can’t put
you cannot bless the site.

the site of the former Catholic Church-
run institution for unmarried mothers

This was all wrong. It shouldn’t have
been done,” Corless told the Financial

In a formal state apology in 2021 to
tens of thousands of women and chil-
dren, the Irish oy

directed a test dig at Tuam in 2016-17
that identified the remains of 35-week-
old foetuses and the bones of children
up to three years old at the site, located

Experts will use novel techniques —

including peptide analysis of tooth

enamel — to determine the sex of the

children, and hope to be able to estab-
death.

the “appalling” mortality raten institu-
tions where unmarried mothers were
shamed and kept outof sight.

McCullagh, a forensic archacologist,

Niamh McCullagh, a consultant to the dig, at the Tuam site -

d rating radar found
“anomalies” indicating potential burials
on the site of a playground that was
demolished for the dig.

o s dosSantosFT

lish their

So far, DNA samples from 14 people
have been taken. But 80 others have
been in touch with the Office of the
Director of Authorised Intervention to

foster home,” he said. “That’s when my
lifestarted . . . We didnt have thelove.”
He hailed the excavation as “fantas-
tic” but cautioned: “People say it'sa clo-
sure, but it won't take the anger away.
That anger is going to stay with [survi-
vors and relatives] until they leave this

world”
Anna Corrigan, whose brothers aged
13 lied at the

y toidentify them.

Relatives are hoping remains can be
identified and givena proper burial.

“[The children] have to be put to
rest,” said one resident, who asked not
tobe named, whose house overlooks the
site. “Itwasawful cruel.”

But others disagreed. “We are all
upset about disturbing the dead — they
should be allowed to rest in peace,” said

seven
home, called it a “light at the end of a
very long tunnel”. But she feared she
would “probably not” get answers. “I'm
cynical at this stage.”

Haverty was among some children
earmarked for adoption in the US, a plan
that involved including a girl who would
have been passed off as his sister. The
adoption never went ahead because his

awoman froma

P Haverty, 73, who spent his first six
and a half years at the institution,
recalled a joyless place where mothers
‘were only allowed to feed their babies
and change nappies. Infants screamed
in cots while the mothers worked. “Iwas
kind of brain dead till I came out to the

mother tosign
But Corrigan believes that death
records of some of the Tuam babies
were falsified to facilitate illegal US
adoptions — a practice suspected at
other homes. And she wondered: “Are
they walking around America not
knowingthey are dead inIreland?”
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Companies & Markets

Crypto groups
rush to secure
foothold in
US banking

& Mood driven by pro-digital Trump
o Companies aim to broaden activities

NIKOU ASGARI — LONDON
AKILA QUINIO AND JOSHUA FRANKLIN
NEW YORK

Cryptocurrency companies are racing
to expand into traditional banking in
the US, as they seek to capitalise on a
friendlier regulatory environment
under President Donald Trump and
become more embedded in the financial
system.

Crypto payments group Ripple,
stablecoin company Circle and custo-
dian BitGo have applied for national
bank trust charters that will allow them
to offer some banking services, while
crypto exchange Kraken plans tolaunch
bank cards in the next month.

“It’s a natural convergence,” Arjun
Sethi, co-chief executive of Kraken, told

‘It's a180 from where a lot
of these crypto companies
started, saying, “We
don’tneed banks™

the Financial Times, adding the com-
pany planned tolaunch debit and credit
cards by roughly the end of the month.
‘The moves underscore how crypto
companies are seeking to broaden their
activities from just offering digital asset
services. Executives’ confidence has
soared because of the Trump White

these crypto companies started, saying,
“We don’t need banks, we don't need
laws, we'reaboveitall’? said Max Bonici,
partner at law firm Davis Wright Trem-
aine. “Now they re saying ‘regulate us””
‘The push into banking comes ahead
of stablecoin legislation being debated
in Washington that would bring the
tokens, which

Capital controls Taiwan tells foreign investors
to ‘self- regulate as currency keeps advancmg

Riche Tongo/EPA/Shurterstock

‘ The Taiwan dollar has appreciated more than 10% this year

UniCredit
attacks Rome
over BPM bid
intervention

SILVIA SCIORILLI BORRELLI — MILAN

UniCredit has attacked the Italian gov-
ernment’s intervention into its hostile
takeover bid for rival Banco BPM, criti-
cising its use of powers setting condi-
tions for adeal as “illegitimate”.

Inastatement following an Italian court
decision on Saturday that handed
UniCredit a partial win against Giorgia
Meloni’s government seeking to impose
stringent conditions for a takeover deal,
the Milanese bank said the court’s deci-
sion was “unequivocal proof that the
way in which [the government’s pow-
ers] were used was llegitimate”.
UniCredit, led by chief executive
Andrea Orcel, also accused BPM of
formation about the

", UniCredit

spreading mi
I i B e
29 ersinafurther escalation of tensions.
A _j“—/\,\ BPM had engaged in “unjustifiably
B A\~ __ag aggressive and often misleading com-
31

/
/

like a currency, closer to the Lradluena]
financial system.

Stablecoins track the price of national
currencies such as the dollar and are
becoming increasingly mainstream,
enjoying enthusiastic backing from
Trump and his cabinet. Traders use
them to move between sovereign cur-
rencies and crypto, while others use

34— -

Jan Feb
2024
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WILLIAM SANDLUND
AND KO — HONG KONG

them for payments.

The proposed Genius Act will tighten
regulation of stablecoins and tie them
more closely toUS Treasuries, which are
used to back stablecoins that are pegged
tothe dollar. Only regulated banks and
some non-bank groups with licences
Irum the OCC will be able to issue stable-

e

Taiwan’s central bank has warned “a
few foreign investors” against violat-
ing its capital controls as it seeks to
contain volatility inits rapidly appre-
clating currency.

The Central Bank of the Republic of
China told the Financial Times it had

the Taiwan dollar’s appreciation
would risk it being classified as a full-
blown manipulator, said Lemon
Zhang, a foreign exchange and emerg-
ing markets macro strategist at
Barclays.

To reduce appreciation pressures
without intervening, the central bank
is stepping up efforts to “close loop-
holes and discourage speculative
shorts”, said Zhang.

Ripple, said the company also applied
for a master account at the Federal
Reserve, which would allow it to hold
stablecoin reserves directly with the
central bank.

Retail brokerage Robinhood, which
last year derived more than half of its

New-York based Circle said gaining a
national bank trust charter from the
Office of the Comptroller of the Cur-
rency, which regulates financial institu-
tions, would be “a meaningful step” in
the integration of digital assets into the
broader financial system. Anchorage
Digital is the only crypto company with
anational bank charter.

“I’s . .. a 180 from where a lot of

revenues from crypto, is
planning to roll out some banking serv-
ices in the autumn.

London-based neobank Revolut,
which also makes a large chunk of its
revenue from crypto trading, has a
long-term ambition to secure a US
banking licence, while Klarna chief
executive Sebastian Siemiatkowski
plans to add crypto to the consumer
Tender’s products.

witha
few foreign investors” and “asked

‘Taiwan requires foreign investors

saryimprovements” after finding that
foreign capital inflows were not being
invested in domestic securities. It did
notnamethe investors.

The warning comes as the central
bank seeks to rein in the New Taiwan
dollar’s sharp rally without being
labelled as a currency manipulator by
the US. The Taiwan dollar has
strengthened more than 10 per cent.
this year, threatening an economic
model built around the country’s
enormous trade surplus.

Taiwan is on the US Treasury’s
‘monitoring ist for currency manipu-
lation. Large interventions to contain

rt money into Taiwan dol-
lars to use the cash for investment.
Violating the regulations can hamper
investors’ability to work in the coun-
try, giving the central bank an indi-
rect channel to influence exchange
rates, said analysts, although the
bank’s foreign exchange regulations
say “there are effectively no foreign
exchangerestrictions in Taiwan”.
Taiwan’s currency began experi-
encing volatility in early May, when it
appreciated more than 9 per cent
against the US dollar over three trad-
ing days. The rally was driven largely
by the country’s exporters repatriat-
ing assets and by life insurers with

large US holdings rushing to hedge
their exposure to a weakening US
currency.

Taiwan’s export-dependent econ-
omy has vast US dollar holdings.
Exports last year hit a record $475bn
and comprised about 60 per cent of
GDP, double the global average,
accordingto the World Bank.

A sharply appreciating home cur-
rency threatens to erode the value of
those assets and make Taiwan’s prod-
ucts less competitive globally in the
long term. The central bank has
sought to calm markets by discourag-
ing currency speculation. It warned
importers and exporters last month
against speculating on exchange rates
and spoke out against investors using
a combination of exchange traded
funds and inverse ETFs to take posi-
tions on the Taiwan dollar.

In May, it launched investigations
into the local banking sector to dis-
courage speculation. The central
bank has also said it would consider
imposing trading delays on foreign
investors deemed to be speculatingon
the currency.

said. The lender also suggested that it
would not improve the financial terms
of its BPM offer, an option that had been
on the table in the early days of the bid
inNovember.

The Italian court on Saturday had
partially upheld an appeal by UniCredit
cancelling government prescriptions on
BPM’s post-merger loan-to-deposit
ratio and the maintenance of the two
lenders’ project finance portfolios in
Italy.

However, it ruled that the govern-
ment’s demand that UniCredit had to
exit Russia if it wished to complete the
takeover, was “totally legitimate” and
“there can be no doubt about the fact it
is proper”. The administrative court has
nojurisdiction over political decisions.

UniCredit said that “as stated] by the
administrative court, the European
Central Bank has the [legal] compe-
tence to assess the matter and [it was]
currently compliant with the ECB’s
requests”.

UniCredit's exit from Russia has been
amajor sticking point between the gov-
ernmentand lender. The imposition ofa
fixed loan-to-deposit ratio, which was
struck down by the court, had also been
strongly criticised by UniCredit.

On Saturday BPM said it was pleased
with the outcome of the appeal and
called on UniCredit to “clarify its inten-
tions” on the takeover. The bank
declined to comment on UniCredit’s
statement yesterday. Spokespeople for
the Italian government were not imme-
diately available for comment.

Top executives and directors
to testify in Delaware court
over role in corporate scandal

SUJEET INDAP — NEW YORK
HANNAH MURPHY — SAN FRANCISCO

‘Meta luminaries will publicly testify ina
Delaware corporate law court this week.
over shareholder allegations that board
‘mismanagement was directly responsi-
ble for billions in sanctions that the
social media group paid over data
breaches.

‘Two of the Facebook parent com-
pany’s best-known executives, chief
executive Mark Zuckerberg and former
chief operating officer Sheryl Sandberg,
are listed as witnesses in the eight-day
trial, which starts on Wednesday.

Longtime director and investor Marc
Andreessen, as well as ex-board mem-
bersJeff Zients, a former adviser to Pres-
ident Joe Biden, are also set to appear.
Other director defendants include the
investor Peter Thiel, Kenneth Chenault,
the former American Express CEO, and
Reed Hastings, the Netflix co-founder.

The lawsuit, brought by three tiny
minority Meta shareholders, is the first
time a complaint over a board’s culpa-
bility for a corporate scandal has
reached a trial in Delaware, where most
such lawsuits are quickly dismissed.

In a handful of instances, companies
have settled litigation over board over-
sight charges, most notably the direc-
tors of Boeing who agreed to pay
$237.5mn over shareholder charges that
the highest levels at the aviation group
failed to prevent the 737

Technology. Data breaches

Meta privacy trial becomes test of board culpability

overseeinglax privacy practices, in vio-
lation of a 2012 consent decree slruLk
with the US Federal Trade Commi

lions of dollars into trying to become a
leaderin arti ntelligence.
‘The ions are signifi in

designed to protect users’ personal
information — claims that the defend-
antsreject.

‘The FIC later launched an investiga-
tion into Facebook’s parent triggered in
particular by the Cambridge Analytica
scandal in which user data was leaked to
a political research group through a
third-party app.

The suing have asked

shareholders.”

for damages stemming from the $5bn
settlement struck with the FTC in 2019
following the investigation.

According to the plaintiffs, the board
“protected” Zuckerberg by approving
the price tag without any internal inves-
tigation, in return for the FTC agreeing
to drop his name as an individual
defendant in the case.

Plaintiffs also allege that the founder
“unlawfully sold billions of dollars of
Meta stock because of the material non-
publicinformation he had regarding the
Company’s illicit, undisclosed data
sharing practices”.

Meta declined to comment on the
case. In court filings, the defendants
argue that the social media company’s
directors did not knowingly violate the
2012 consent order, and that the board’s
decision-making was prudent and not
conflicted.

Meta faces continued regulatory and
legal scrutiny over issues including pri-
vacy and antitrust. Critics have argued
that its aggressive hunt for growth and
profits as a younger company led to
online harms, with the company
accused of amplifying hate speech and

ion to boost

In the lawsuit, the shareholders
accuse Meta’s directors of knowingly

or having poor data management prac-
tices. More recently, it has poured bil-

“Caremark”

the healtheare company.

from business (i

holder value. In the case of Meta, its
sation has increased to
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from the boardroom could be pinned on
the offending company’s directors.
Directors can also offer a defence that
pushing the boundaries of the law is
consistent with maximising share-

Sheryl Sandberg, former COO of
Meta Platforms, is listed as a witness

after being put on notice about the
lawsuit.

Last week, venture capital firm
Andreessen Horowitz said it would
move its incorporation from Delaware
toNevada, citing “recent actions by the
[Delaware] Court of Chancery, which
have injected an unprecedented level of
subjectivity into judicial decisions,
undermining the court’s reputation for
unbiased expertise”.

‘The Financial Times has previously
reported that Meta has pondered mov-
ing itts incorporation out of Delaware.
Technology companies have been
spooked by the 2024 decision by Dela-
ware Chancellor Kathaleen McCormick
to rescind a $55bn pay deal that Tesla
had previously struck with its chief
executive, Elon Musk. That case will
soon be heard on appeal by the Dela-
wareSupreme Court.

Chancellor McCormick is the judge
whowill oversee the Facebook trial.

Section" of the tender documents.
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Apollo-backed insurer targets UK pensions

Athora’s £5.7bn acquisition of PIC heralds private equity giant's arrival into Europe’s largest retirement market

LEE HARRIS — LONDON
SUJEET INDAP AND ANTOINE GARA.
NEW YORK

Apollo has used its in-house insurer
Athene to remake US private capital,
using billions of dollars from retirees to
feed its asset management machine.

But now it is another Apollo-backed
insurer, Athora, that is on the march in
Europe, with a £5.7bn acquisition that
heralds the private equity giant’s arrival
into the region’s largest retirement.
market.

The biggest UK deal of the year so far
relates to the obscure but lucrative
insurance niche of pension risk trans-
fers or bulk annuities. Over the next
decade, British companies are expected
to offload about £500bn of retirement
obligations and the assets backing them
to insurers via pension risk transfer
agreements as they wind down defined
benefit pension schemes.

The business has boomed as higher
interest rates closed schemes’ deficits,
‘making salesto insurers moreattractive
and spawning a market dominated in
the UK by Goldman Sachs’ former unit
Rothesay, London-listed insurer Legal
& General, and the Pension Insurance
Corporation (PIC), which Athora
agreedtto buy earlier this month.

‘Buying PIC will hand Athora a fifth of
the UK bulk annuity market in one fell
swoop, a route that Apollo’s US private
capital rivals KKR and Carlyle had each
explored before Athorastruckits deal.

“Apollo’s arrival in the UK shows
retirement groups and the assets back-
ing them will stay private for longer, if
not forever,” Abid Hussain of Panmure
Liberum said. The Athora acquisition of
PIC follows a move by Canadian private
capital firm Brookfield last year to cash
in on the bonanza by building its own
bulk annuities business Blumont from
scratch. “UK insurers are struggling to
keep pace with the sophistication of US
private capital firms,” Hussain said.

But the PIC acquisition also speaks to
how Apollo is having to adapt the strat-
egy that has tripled its share price over
the past five years, uniting private capi-

Big opportunity: over the next
decade, British companies are
expected to offload about £500bn

of retirement obligations
Chvs Raeifi/Bloomber

tal and retirement services under one
r00of, to overcome European resistance
totheindustry.

“Originally, when Apollo divided up
theworld, the UK was Athene’s jurisdic-
tion, not Athora’s,” one insurance ana-
Iyst said. But Apollo appeared to have
redrawn the map after concluding that
Athora’s “natural hunting ground [of
continental Europe] is closed to them”.

Apollo chief executive Marc Rowan
pioneered a widely imitated model of
managing life insurance assets for
“spread” earnings — buying liabilities at
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adiscountand investing them in higher-
yieldingassets such as private credit.

The model gives Apollo a large base of
“permanent capital” that constantly
refreshes with new annuities sold — in
contrast with its traditional private
equity funds, which require new fund-
raising every few years. But rather than
using Athene to enter the UK market as
previously appeared to be Apollo’s plan,
the private capital firm is making its
debut in the UK bulk annuity market
through an entity in which it only has a
‘minority ownership stake.

Insurers’ links to private capital
giants have come under scrutiny on
both sides of the Atlantic from regula-
tors and retirees concerned that they
may be taking on too much investment
risk. The opposition stems from finan-
cial difficulties with private equity-
backed insurers, not least problems at
777 Partnerslast year and the collapse n
2023 of Italian life insurer Eurovita.

After rising interest rates prompted
policyholders to surrender savings con-
tracts early, Eurovita’s UK-based owner
Cinven stumped up less than half of the
capital regulators asked it to inject into
the business. People familiar with the
matter said Athora later sought to
acquire German life insurer Viridium,
but the group was ultimately sold to a
consortium that included Allianz.

“The most common question I get is:
“Do you have private equity fund capi-

tal?’ We have none,” said Athora chief
executive Mike Wells, who previously
served as chief executive of London-
listed insurer Prudential.

Wells draws a distinction between
Apollo’s private capital funds and its
retirement services businesses, which it
owns outright. The difference in owner-
ship structure meant there was “no
expectation” Athora would exit the PIC
investment in less than five years or be
pushed to liquidate, Wells told the

‘UK insurers are struggling
to keep pace with the
sophistication of US
private capital firms’

Financial Times. While Athora was
backed by “a firm that has private
equity expertise”, Wells said, “there’s
none of the sorts of pressures that a PE-
backed insurer would have”.

Athora was originally a Bermuda-
based holding company for Athene’s
European operations, carved out of the
larger US insurer in 2018. Apollo co-
founder Leon Black pitched it as
“Athene-like, butit’s European”; a “per-
manent capital” vehicle to support the
group’slessliquidlending.

Since then, however, the models have
erged. Apollo brought Athene, which
it created in 2009 but maintained as an

UK companies are set to offload £30bn-£70bn in pension
obligations each year for next decade
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affiliate, in-house in 2021 through an
$11bn all-share deal. At Athora, Apollo
has kept its distance. It and Athene have
retained a combined 25 per cent stake
and just shy of half the seats on the
board. A subsidiary of the Abu Dhabi
Investment Authority, a frequent co-in-
vestor with Apollo, holds 19 per cent of
Athora’s shares.

Apollo has said private capital firms
have been the main force behind recapi-
talising the strugglingife insurance sec-
tor in the past decade, and Athora itself
has raised €6.75bn in equity capital
from an investor mix, including sover-
eignwealth funds and pensions.

But acquisitions in Europe have
proved “politically very difficult”,
Rowan told investors last October.
Rowan said the region’s market for
retirement products offering guaran-
teed income had “virtually shut down,”
as some jurisdictions had been “hostile
to private markets”.

Athora struggled to make bigacquisi-
tions in Europe despite the fact that
Apollo had made an effort to “look and
act like an insurance company”, the
insurance analyst said. Buying PIC
could signala shift inapproach.

Using Athora to buy PIC rather than
Athene means the US private capital
group will forgo the full insurance
spread it retains through deals with
Athene. Instead, it would collect a fee
for managing some of PIC’s assets, Wells
said. Apollo currently manages about a
third of Athora’s assets.

‘Whether or not the PIC acquisition
ends up being a good deal for Athora
‘may ultimately depend on how much
risk it is able to shift offshore through
so-called funded reinsurance. UK regu-
lators are more open to the strategy
than European ones, but the practice is
under scrutiny by the country’s Pruden-
tial Regulation Authority.

In the US, meanwhile, Athene’s pen-
sion risk transfer dealmaking has been
onice since companies that sold it their
pensions were hit with lawsuits
from trustees concerned about invest-
ment risks. None of the lawsuits have
yetsucceeded.

Apollo executives have argued that
European regulators will have to soften
their opposition to private capital
groups’ retirement product roll-ups
sooner or later, since the region’s ageing
population needs access to the private
investments it specialises in. Life insur-
ance and retirement products have
long-term liabilities, which can pair well
with illiquid loans that take years to pay
back.

The challenge will be for the two

Americans — Wells and Todd Solash —
tasked with leading Athora’s charge to
prove they can squeeze more value
from the UK’s life insurance market
than its previous private equity owners,
in a market that is already highly
competitive.
PIC already became a juggernaut in
pension risk transfers under the stew-
ardship of investment group Reinet
Investments, buyout firm CVC Capital
and private credit shop HPS Investment
Partners. The company has grown its
assets nearly 10 times since Reinet first
tookastakein2012.

Tracy Blackwell, chief executive of
PIC, said the sale would “give us more
firepower to invest in the UK” and
access to “abigger balance sheet”.

Wells said listed insurers would strug-
gletomeet the demand from companies
to offload their obligations to pension-
ers because of the different priorities of
their backers. The market needed pri-
vate capital tostepin.

“Rather than growth, [traditional]
insurers tend to be more focused on div-
idends and payback,” Wells said. “We
can help fill the gap.”

Industrial goods

Manufacturers plead for copper tariff clarity

KANA INAGAKI AND
LESLIE HOOK — LONDON
ZEHRA MUNIR — NEW YORK

Global manufacturing executives are
begging for clarity on Donald Trump’s
tariff policy before a 50 per cent levy is
imposed on copper imports, as their
stockpiles diminish and the clock ticks
onexisting contracts.

The US president has vowed to impose
the higher tariff on the metal from
August 1, matching levels already in
place on all imports of steel and alumin-
ium. But it remains unclear whether the
Tevy will be applied to all copper prod-

quences to prices and demand of per-
manently higher copper tariffs will be
serious since the metal is widely used in
electric vehicles, chips and defence
equipment, as well as household appli-
ancesand wiri

John O'Leary, North American boss of
Daimler Truck, said companies had

‘Twould say there is six to
nine months to use that
buffer built from extra
buying of refined copper’

uct: become i frustrated since
Companies’ nsover theyhad clarity on the tariff
copper come as they are already grap-  policy by now.

pling with the higher costs of Trump’s
escalating trade war, with US sales of
products from cars and trucks to con-
struction equipment hit by policy
uncertainty. Analysts warn the conse-

The group last week reported a 20 per
cent drop in second-quarter truck sales
in North America aslogistics companies
held off purchases due to the uncer-
tainty.

The White House has not released
details of the tariffs, including whether
they will apply to semi-finished copper
products such as wires and rods, and
whether restrictions on exports of cop-
perscrap mightalso be putin place.

There has been a rush of copper into
the US this year on expectations of
higher tariffs. As a result, analysts say
end users of copper are unlikely tobe hit
with the full impact until the producers’
own warehouses run out of their sup-
plies.

“I would say there is six to nine
months to use that buffer built from
extra buying of refined copper,” said
Amy Gower, commodities strategist at
‘Morgan Stanley.

Aerospace Industries Association, a
US trade group, has estimated that it
‘may take up to 10 years to find, certify
and switch to a new supplier of critical
‘minerals because of the complex nature
ofacrospace and defence supply chains.
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Food & beverage

Kraft Heinz weighs split to lift performance

Break-up considered 10
years after Buffett-backed
tie-up of household names
JAMES FONTANELLA-KHAN AND

ERIC PLATT — NEW YORK

IVAN LEVINGSTON — LONDON

Packaged foods giant Kraft Heinz is

reverse its persistent underperform-
ance, the people sai

@ o 15 i Lot e
includes spinning off much of the tradi-
tional grocery portfolio, which would
include boxed dinners, processed
cheeseand packaged meats, intoa stan-

value, the people involved in the talks
said. The people stressed no final deci-
sion had been made and it was still pos-
sible the company would opt to sell
someassetsand remain a single entity.

“As announced in May, Kraft Heinz
has been evaluating potential strategic
t fons to unlock

The remaining part of the business,

studyinga break- War-
ren Buffett and 3G Capital merged the
two brands, people briefed on the mat-
terhavesaid.

The decision comes after the com-
pany, known for Heinz Ketchup and
Kraft Macaroni & Cheese, said in May it
was considering several options to

whichwould
Grey Poupon mustard and a broader
slate of sauces, could be set for swifter
growth because of changing consumer
tastes, they added.

Executives believed two separate
companies could ultimately be worth
‘more than Kraft Heinz’s $31bn market

value,” the company said. “Beyond
that, we do not comment on rumours or
speculation.”

‘The internal debate comes asbig food
groups confront intensifying pressure to
reshape their portfolios in the face of
inflation, health

deal, in which Heinz bought Kraft. The
Brazilian investors behind 3G Capital
and Buffett were widely seen as pioneers
of reviving struggling consumer brands
thanks to their aggressive cost-cutting

strategy.
However, Kraft Hemz sul[ered set-
backs following clud-

‘The Omaha-based conglomerate ini-
tially teamed up with 3G in 2013, when it
took the US ketchup maker private in a
$28bn deal. Two years later they took
control of Kraft in a deal worth $63bn,
includinga $10bn special dividend Berk-
shire and 3G funded for existing Kraft

i

Technology

Musk’s xAI
seeks $200bn
valuation in
funding round

TABBY KINDER AND STEPHEN MORRIS
SAN FRANCISCO

mgbelngrebuﬂedbyUmlever,whlchm
2017 rejected its $143bn takeover offer,
and an accountingscandal.

Buffett admitted to overpaying for
Kraft in 2019, saying he had been
“wrong in a couple of ways on Kraft
Heinz”. Hi ny Berkshire Hatha-

and growing competition from private
labels. A break-up would undo the 2015

way tonk a ssbn wmeduwn ued toits

The 2015 acquisition gave the Heinz
investors majority control of the com-
bined businesses, with Kraft sharehold-
ersretaininga 49 per cent stake.
Berkshire, which owns roughly 27 per
cent of Kraft Heinz, did not immedi-
ately respond toa request for comment.
3G exited its stake in Kraft Heinz in

JAMES FONTANELLA-KHAN — NEW YORK

Elon Musk’s xAl is preparing to raise
more money from investors in a deal
that could value the artificial intelli-
gence company as high as $200bn — 10
times its value early last year, accord-
ingtopeopleclosetothe

2023, filings.

The which is bemg dis-
cussed and could start formally as soon

'Will China hit its mid-year

growth target?

China GDP figures for the first half of the
year are published tomorrow, providing
thelatest indication of whether US Pres-
ident Donald Trump’s trade war is
weighing on the economy.

Despite trade tensions and deflation-
ary pressures, the country is wndely
expected to reportastrong|

A Bloomberg poll of cconomlsts still
forecasts the country to grow 5.3 per
cent in the first six months of 2025, in
Tine with the government’s growth tar-
get “of around 5 per cent” for the year.

However, the strong growth has been
helped by “frontloading activities”,
Deutsche Bank said in a recent note.

Trump’s real and imagined trade tar-
iffs have prompted businesses around
the world to rush out shipments and
orders before the duties take effect,
Dboosting short-term economic figures
for export-oriented economies such as
China.

The current consensus is that the
country will fall short of 5 per cent eco-
nomic growth for the year as a whole.
‘The median bank forecast is 4.6 per
cent, accordingto Bloomberg.

Recent price data confirmed China is
still battling deflationary pressures as
demand in the economy remains w

Although there is growing talk among
analysts of “supply side reform” that
could help address some of the vicious
‘price competition contributing to defla-
tion, such efforts may do little to revive
demand in an economy where con-
sumer confidence remains at record-
low levels, according to official data
from the National Bureau of Statistics.

Consumer confidence slumped in
2022 as a property market crash and
suffocating pandemic restrictions took
hold, and it has yet to rebound. William
Sandlund

‘Will June inflation datakeep the
Fed onhold?

‘The USis expected toreporta pick-upin
inflation in June, which could reduce the
chance of interest rate cuts by the Fed-
eral Reserve later this year.

‘The Bureau of Labor Statistics will
tomorrow release the latest US con-
sumer price index report, which is
expected to show a headline rise of
2.6 per cent in June year on year, up
from 2.4 per cent in May, according to
economists polled by Bloomberg.

‘The core rate, which strips out the vol-
atile food and energy sectors, is also

Market questions. Week ahead

Strong China growth expected despite trade tension

“We think visible tariff pass-through
over the summer and associated risks
keep the Fed on hold through year-end,”

I

Trump’s
real and

June would reignite fears that higher
inflation is becoming more ingrained in
the economy, providing reasonsfor poli-

that

Flying low: expected to showa rise, with June’s rate
Shanghai’s forecast to come in at 2.9 per cent, com-
financial paredwith 2.8 per centin May.

district. Recent Fed officials have

price data while inflation has remained subdued,
confirmed China  more evidence is needed before they
is still battling will consider cutting borrowing costs.
deflationary Futures markets are pricing in two rate
pressures as cuts by the end of the year, with the first
demandinthe one fully priced in by October, but not
economy all analysts are convinced and the out-

ins weak

Raul Avano/Bloomberg

Took could shift depending on the infla-
tiondata.

BNP analysts say June will be the first
month in which the effect of President
Donald Trump's tariffs will be evident in
the inflation data. Effective tariff rates
—which take into account both nominal
tariffs on a product as well as levies on
inputs — remained steady in April and
May but rose in June, as

Y
Is UK inflation on the rise?

Investors will closely look at UK infla-
tion data published on Wednesday to
assess the path for interest rates ahead
of the Bank of England’s monetary pol-
icy decision next month.

Economists polled by Reuters expect
the annual rate of UK inflation torise to
3.5 per cent in June, from 3.4 per cent in
May and well above the 2 per cent BoE
target.

Services inflation, closely watched by
the BoE as a better measure of underly-
ing price pressures, is expected to ease
marginally to 4.6 per cent in June from

started to push the cost of levies on to
consumers.

“June CP1is the first of three reports
before the September FOMC [Federal
Open Market Committee] that will

47per centil

‘There are concerns about inflationary
pressures from rising food prices, with
the British Retail Consortium reporting
faster price growth in the sector, in part
as a result of warmer weather. Higher

infor oftar-
iff pass-through and strongly influence
its interest rate policy decisions,” wrote
the BNPanalysts.

food pri 1d tores-
taurant prices amid higher employers’
national insurance contributions.

Any significantly higher reading in

rate cuts

trade tariffs
have
prompted
businesses
around the
world to
rush out
shipments

However, the UK economy con-
tracted in April and May, losing
momentu after a strong start to the
year, and official data published on
Thursday could show clearer indica-
tions of a loosening job market and sof-
teningwage pressures.

Economists expect regular wage
growth, which excludes bonuses, toslow
to5 per cent in the three months to May
from 5.2 per centin

as next month, would be its third large

It raised $10bn through loans and
cash investments in July, and in June
sold $300mn of shares in a secondary
stock offering. A deal would also cement
arapid rise in XAT's valuation from the
$18bn set in s “series B fundraising in
May 2024.

‘The company this week released the
fourth model of its Grok chatbot, which
posts on Musk’s social media platform X
— days after the bot repeatedly praised
Adolf Hitler and shared antisemitic
rhetoric on the platform. The company
pledged to ban hate speech from its

‘Three people close to the process said
the new fundraising would target avalu-
ation of $170bn-$200bn. They cau-
tioned the talks were preliminary and
the details could change. PIF, Saudi Ara-
bia’s sovereign wealth fund, was
expected to play a large role in the deal,
two of the people said. PIF holds an indi-
rect interest in xAI through its stake in

A deal would mark a rapid
rise in XAI's value from the
$18bn set in its ‘series B’
fundraising in May 2024

Kingdom Holdings Company, which has
invested $800mn in xAL

xAI did not respond to requests for
comment. PIF declined to comment.
xATacquired X in March in an all-stock
deal for $45bn. The transaction valued
the combined company at $113bn. That
‘would grow to about $245bn if the latest
Al fundraisingis successful.

Another Musk company, SpaceX, has
surged in value recently. The rocket and
satellite group is preparing to sell about
$1bn of its shares in a deal that would
wvalue it at $400bn, the Financial Times
reported this week.

Musk’s companies — including Tesla
and brain chip company Neuralink —
initially benefited from the entrepre-
neur’s connections to US President Don-
ald Trump following November’s elec-
tion. Musk was one of Trump’s biggest
backers, spending more than $250mn
on his campaign, but a public spat last
month has led to concern about blow-
Pack £his busi

April. The number of payroll employ-
ees, which has been declining since
November 2024 at an accelerating rate,
will also reveal the impact of slow
growth and higher taxes on the labour
‘market.

“A continual loosening in labour mar-
ket conditions amidst uninspiring eco-
nomic growth should, by lowering wage
pressures, weigh on services inflation,
while our base case is that the recent
spike in food price inflation is a tempo-
rary phenomenon,” said Ellie Hender-
son, economist at the bank Investec.
Valentina Romei

The value of his private companies
suggests investors are looking past the
risks of Trump targeting Musk’s busi-
nesses. But shares in Tesla have fallen
nearly a fifth since the start of the year.
xAI launched in 2023 shortly after
OpenAl released its chatbot ChatGPT,
which exploded in popularity. Musk
‘was a co-founder of OpenAl in 2015 but
he left in 2018, and has since been a
vocal critic of the company and Sam Alt-
man, its chief executive. OpenAl was
valued at $300bn as part of a fundrais-
ingearlier this year.
Additional reporting by Hannah Murphy
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WORLD MARKETS AT A GLANCE FT.COM/MARKETSDATA

Change durlng previous day’s trading (%)
Nasdaq Composite Dow Jones Ind

FTSE Eurofirst 300

Hang Seng

FTSE All World $

Oil Brent § Sep

-0.09% -0.38% -0.19% -0.369% -0.29%
0.46% 0.086% 0.587% 0.464%
Stock Market movements over last 30 days, with the FTSE All-World in the same currency as a comparison
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WORK & CAREERS

Critics bemoan ‘mission
creep’ as regulator
expands harassment
rules, write Martin Arnold
and Ashley Armstrong

ritain has taken significant
steps to crack down on the
harassment, bullying and
cover-ups that can make
office life hazardous for
‘many people.

Supporters say the reforms, which
would expand rules for misconduct in
financial services and prevent compa-
nies using “gagging clauses” to silence
victims of harassment, should make the
workplace safer and more harmonious.

However, the changes have been
ised in some quarters. Opposition
politicians have complained of “mission
creep” by regulators that threaten eco-
nomic growth.

Lawyers warn managers could find
themselves held accountable for bad
behaviour done by people they oversee,
evenif they did not know about it. Some
worry about employers seeking to pry
into their employees’ private lives and
social mediaactivity.

The first big change came this month
from the Financial Conduct Authority,
which said it would expand its rules
on non-financial misconduct beyond
banks to the 37,000 other financial serv-
ices groups it regulates from September

026.

‘The regulator said it aimed to tackle
the “rolling bad apples” problem of peo-
ple moving between financial services
companies to avoid the repercussions of
their behaviour.

‘The changes mean serious incidents
would have to be reported to the regula-
tor, recorded on a person's reference for
future employers to see and could lead
to senior managers being barred from
financial services for no longer being
considered fitand proper.

The watchdog said its new approach
was designed to bea complement to and
not a replacement for criminal law or
companies’ own disciplinary processes
and employment tribunal cases. It
added that the changes would
only apply to subsequent events, not
retrospectively.

Separately, government-backed
amendments introduced last week to
the employment rights bill would make
non-disclosure agreements null and
void if used in cases where employees
had been subjected to sexual harass-
‘ment and discrimination.

The provisions would also allow
people who witness harassment to “call
it out” without the threat of being sued,
the government said. Employees would
still be able to request an NDA, as some.
doafter a traumatic ordeal.

‘The moves follow calls by politicians

Regulation

Britain takes aim at office bullies
and cover-ups

Regulatorshave  for regulators to do more to tackle  per 1, in 2023, up from ” bei
been under harassment and bullying in financial 4. chldents in2021. lated It is targeting conduct in a work
pressuretocurb  services after a series of high-profile  Th ranged from that is violent, violates a
in cases that inthewake sexual and racial harassment toillegal ~ person’s dignity, or creates “an intimi-
financial ofthe #MeToo movement. drugusage and offensive language. The - dating, hostile, degrading, humiliating
services but “It has been building up for a while  watchdog has warned or i i
someworrythe  now and non-financial misconduct has  agreements should not prevent people  The changes should make it easier for
changes could beenathemeonregulators’agendafora  from reporting misconduct to the the regulator to deal with non-financial
lead to a ‘heavy number of years,” said Daniel Parker,an  authorities. But it said NDAs agreed as  misconduct. After hedge fund founder
personal burden nd i yerat  partof: non-financialmis- ~ Crispin Odey was accused of sexual
on senior Forsters. “This is the helpful clarifica-  conduct seemed to be becoming less  harassment and assault, the FCA
‘managers’ tion we have been waiting for.” popular, finding 51 instances of themat ~ was initially hesitant to intervene.

Freya Hyde/FT moniage/
Dreamstime

A survey of more than 1,000 financial
companies published by the FCA last
year revealed a two-thirds rise in
reports of non-financial

the firms it surveyed in 2023, down
from 87two years earlier.

The FCA said its rules should only
cover “ i

When the watchdog did impose a fine
and ban several years later, it did so
over the way the Odey Asset Manage-
ment b frustrated internal

with 7.2 incidents being reported

to avoid “minor mcldents of poor

disciplinary proceedings, not over

The
changes at
aglance

REGULATOR PROPOSALS

From September 2026, the Financial
Conduct Authority is set to extend rules
on non-financial misconduct beyond
banks to 37,000 other financial services
groups.

That means organisations such as
consumer credit firms and asset
managers will have fo report serious
bullying and harassment by senior
eemployees to the regulator.

Misconduct might include sexual
harassment, racism or illegal drug use,

but cases reported fo the regulator must
be “serious substantiated cases of poor
personal behaviour”.

One of the aimsis fo prevent “rolling
bad apples” — repeat offenders, who can
now easily move from firm to firm
because there is no mechanism to record
red flags outside a current employer.

NDA RESTRICTIONS
Government-backed amendments to the

employment rights bill are set to rein in
employers’ use of gagging clauses to

stop whistleblowing on workplace
harassment.

“The legislation, which is making its
way through the House of Lords, would
make non-disclosure agreements null
and void if they are used fo conceal
harassment, including sexual harassment
and discrimination, by silencing those
directly affected or witnesses.

However the amendments would not
affect other uses of NDAs — for example
tostop workers disclosing commercially
sensitive information about their
employer f they move fo a new role.

‘Behaviour
hasgotalot
better.
Everyone
used to
[have]
horror
stories, but
that doesn't
meanit’s
entirely
gone away’

the allcgatmns themselves — which
Odey deni

Cnucs, hnwcvcl‘, complain the
changes will drag companies into polic-
ing their employees’ behaviour and
‘making debatable judgments on what is
acceptableor not.

Catriona Watt, a partner at law firm
Fox & Partners, said: “This imposes a
tricky distinction tobe made by firmsas
to what type of social media activity
‘may cross the threshold into non-finan-
cial misconduct.”

Christine Braamskamp, managing
partner at law firm Jenner & Block,
warned the rules placed a “heavy per-
sonal burden on senior managers to
take action in potentially nebulous
circumstances in an era where cancel
culture is rife, and offence can some-
times be in the eye of the beholder”.

For Tim Lewis, head of financial serv-
ices and markets at law firm Travers
Smith, the changes mean managers
could be held accountable for allowing
harassment or bullying to happen
between the staffthey oversee.

“How far is the regulator prepared to
g0 in terms of assigning responsibility
when bullyingor harassment happens?”
Lewis said. “Itis one thing to say the per-
petrator is responsible. But it is quite
another to hold managers responsible
forallowingit to happen.”

However, others believe the rules help
put misconduct in the spotlight. “The
behaviour has got a lot better,” said a
senior City of London adviser. “Every-
one used to [have] horror stories, but
that doesn’t mean that it’s entirely gone
away. Reminders about what is accepta-
ble behavlourandwhntlsabsolm,ely not
still need to be done regularly.”

Some opposition politicians are con-
cerned about regulatory over-reach.
“Thisis grade A mission creepand a per-
fect example of the unintended conse-
quences of having too many well paid,
deeply ‘woke’ public sector regulators
making work for themselves,” Andrew
Griffith, the Conservative shadow busi-
ness secretary, wroteon X.

Fellow Tory MP and former City min-
ister John Glen said that while such
misconduct was “unacceptable”, the
FCA’s priority should be to “remove
‘material costs from reporting to allow
growth in the economy — that would be
abetter headline to generate”.

A senior City adviser suggested the
FCA “focus on the F in their name”.

But the FCA rejected the barbs.
“There was broad support for our work
in this area, including from 80 per cent
of the firms that responded to our con-
sultation,” it said.

“Thereis widespread recognition that
unaddressed harassment or bullying
can indicate poor culture, leading to
concerns around a firm’s risk manage-
ment and controls,” the watchdog
added. “That poses a risk to consumers
and the markets, and has led to the
failure of firms.”

Fans of high-temperature
sessions say they sharpen
focus, improve health, and
help to build contacts,
writes Emma Jacobs

‘weat equity takes on a whole

new meaning when you're

networking in a hot room’,

says Chad Messer,a:

director at US lender Keyr
Banc. Rather than a bustling confer-
ence, he is referring to hot yoga, a prac-

Wellbeing and fitness

Networking hots up in the yoga studio

number of executives, particularly men,
practising before work. “It’s an hour
they choose for themselves, when they
are shutting everyone else out,” she
says. “You can go for a run, or Barry’s
[boutique fitness studios] but yoga gets
youinto your flow state when you're not.
thinking about the email you need to
send.”

Sophie Deakin, a teacher at Hot Yoga
Shoreditch, on the edge of the City of
London, identifies a broader workplace
trend. “There’s a cultural shift [to]
doing these activities in a business,” she
says. She has a regular group from a
bank and another from a pharmaceuti-
cal company and her studio also offers

5C to 40C.

Messer does sessions before work,
typically at 5.30am. “It is a great way to
start theday,” hesays. As well as “physi-
cally challenging”, he finds it “mentally

Heis part of agrowing trend to incor-
porate hot yoga into the working day.
Instructors say individuals are enjoying
it as a welcome break from thinking
about work, while some teams are
swappinga lunch or dinner to take ses-
sionstogeth

Over the past few years, Kelly Isaac,
instructor and co-owner of ID Hot Yoga,
which operates studios in New York and
the Hamptons, has seen a growing

corp for team building. It
has a branch in Canary Wharf, home to
many global banks. Clients “are high-
fiving each other after”, Deakin says.
“There’s alot of camaraderie with peo-
ple and the recognition that it’s chal-
lenging”

Hot yoga was by Bikram

skinny really quick, or want the chal-
lenge.” Now more customers want to

FT montagefDreamstine

nitytoconnect over

yoga allows you to get into a place of
relaxation at ig-

your breathing. 1] tops me thinking,

orous. You put your phone away, you
can’thavea phonein the room.”

Beth McGroarty, research director at
the Global Wellness Institute, says hot
yoga is part of an evolving corporate
trend replacing “the old company nights
eatingand guzzlingbooze with healthier
social and evening experiences”. With
therise of sober workers, companiesare
“respecting that choice and alternative
non-boozy group outings might become
more the norm”.

similarly in conferences, she says, “it
feels almost de rigueur now to pro-
gramme in wellness — whether yoga,

breath work, itness, group

flexibility.”

Isaac observes that for executives new
to the practice, “the head gets in the
way. Youget guys come in [who] can run
amarathon, or [are] physically strong,
and they can’t touch their toes, or stand
in stillness. It a physical challenge as
well asa mental challenge.”

One randomised control study found
that “16 weeks of Bikram yoga signifi-
cantly improved perceived stress, gen-
eral self-efficacy and [health-related
quality of life] in sedentary, stressed
adults”™.

There are also professional benefits.
Sometimes Messer encounters bank

11 at sessions, providing an

runningsessions — [to] theagenda”.

Philip Berlinski, co-chief operating
officer of the Millennium hedge fund,
notes a “huge shif” since he started in
i rvices in1998. “Th |l s

Anolher enlhuslast LeeAnn Black,
Latham & Wat-

Choudhury, who later tried unsuccess-
fully to copyright it, and also faced
sexual harassment allegations. More
recently, social media influencers have
broughtit toyounger audiences.
Deakin notes a change in motivation
amongthe busy professionals who come
to her studio. “People used to do it
because they thought they’d get really

Becca Gray, a town planner based
in Manchester who organised a session
at a property event for young women
recently, says despite initial nerves,
attendees reported feeling in “a better
‘mind tate to network openly and effec-
tively” after yoga. “They felt so relaxed
yet energised . .. Trying something
new together gives people an opportu-

Kins law firm, finds it helps clear her
mind. “Being in a hot studio requires a
lot of determination. It's hard. You
really have to concentrate. I really forget
about work for an hour. I walk into that
hot room and the [stress] temperature
goes down. It's super helpful” In other
activities, like SoulCycle, she finds her
mind wanders. “The intensity of hot

changed. There’s greater mental health
awareness, more focus on wellbeing, and
it’slessmale-dominated now . . . People
realise they are working longer and
needtothink about their health more.”
He did his first hot yoga class two and
a half years ago, describing it as “the
worst one-hour experience I'd had in
a while. I was a ball of sweat. It was
exhausting But it felt good. It's difficult
to be in your mind, you're focusing on

opportunity “to connect with people at
differentlevels”.

Itis a striking shift from the old ways
of networking. “A lot of professionals
prefer early morning yoga [over]
evening events,” he says. “It’s healthier.
Yousstart your day earlier but you finish
it earlier. Black occasionally takes a
class with colleagues, “in lieu of a meet-
ing, we'llwalk over together and then go
fordinner”.

It offers a more convivial, and per-
haps lower stakes, approach compared
with other sports, says Berlinski. “Golfis
competitive. You're not competing with
anyone with hot yoga.”
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‘If we weren’t
criticised, we

wouldn’t be
doing our job’

MARIA BALSHAW

The Tate director rejec

claims of

oke at the art institution and backs
‘adventurous’ decisions

el

aria not like

the word “woke”. It has

become a “weaponised

euphemism”, she says of

the term, which has been
levelled at her by critics unhappy at
changes she has made at Tate. As direc-
tor of the arts institution whose portfo-
lio includes Tate Modern, Tate Britain
and sites in Liverpool and St Ives, she
has for eight years been in the middle of
the culture war that has engulfed muse-
ums. The flak has come from all sides:
from artists and campaigners unhappy
at the display of certain historical works
and from critics who resent efforts to
explain particular pieces.

Clearly, you can't pleaseall of the peo-
ple all of the time. But whether it is the
2023 “rehang” of the Tate Britain collec-
tion, which placed historical works in a
“social context” (even the woketastic
Guardian called it “worthy” and “pat-
ronising”), or the omission of certain
artists from Tate Modern (the FT’s
Jackie Wullschliger wrote recently that.
Tate now puts “social activism before
aesthetics”), can a museum director
ever do anything without upsetting
somebody, somewhere?

“The critics are not supposed to like
everything that Tate does. lhey never
have,” Balshaw says, firmly.
expecttobe challenged by what t]\ey see
and experience when they visit a Tate
museum, she continues. Whal is defi-

fashion “armour”, say-
ing they made a statement about “not
conforming”. There are several colour-
ful print dresses hanging in her office
but she bristles when I ask about them.
“Ithink we're ata point in history where
it’s not cool anymore to start with the
clothes for the woman director,” she
says of journalists who begin their arti-
cles with such observations. “Do it for
themen.”

Fair enough, I think, making a mental
note not to mention this exchange until
after the fifth paragraph. Instead I ask
her about the new Tate endowment, an
effort to create a sustainable income for
an institution that is equally funded by
ticket sales, government support and
private donations.

Endowments are more common in US
institutions: the Museum of Modern Art
in New York has one worth $1.7bn,
which throws off plenty of cash each
year. Tate has started smaller, and last
month announced £43mn had been
raised with a target of £150mn by the
end of the decade.

Twonder if Balshaw is worried the UK
government could face pressure to
reduce the Tate’s public funding if the
endowment push succeeds. “I don’t
think that’s a danger.” State support
ensures free pul cess to the
Tate’s collections: Rachel Reeves, the
UK chancellor, “wants to encourage
growth and she wants to encourage

nitely working for iswhen
we hold to that sense of being adventur-
ousand bold.”

‘Weare in her office at Tate Modern,
the former power station on the south
bank of the Thames that became a
cathedral of modern and contemporary
art when it opened its doors in 2000. Tt

‘Universities are building
endowment funds and so
should museums because
we are for the long term’

has made an indelible impression on
British cultural life, hosting hugely suc-
cessful exhibitions, fromajoint Matisse-
Picasso show to a blockbuster Damien
Hirst retrospective. It also changed the
relationship between visitors and the
scale of art, with the vast pieces in the
‘main Turbine Hall, such as Louise Bour-
iant spider, “Maman” (which has
returned to mark the 25th anniversary)
and Olafur Eliasson’s eerie indoor sun,
“The Weather Project”.

Women artists will take centre stage
over the next 12 months. An exhibition
of the Aboriginal artist Emily Kam Kng-
warray opened last week: Balshaw says
it will “blow people away . . . it will be
upthere with Matisse and Picasso as one
of the most popular shows we’ve
everdone”.

Tate Modern has lifted the profile of
female artists, she suggests. “Although
Louise Bourgeois was a very admired
and established artist in 2000, she was
absolutely not a household name.”
Putting “Maman” centre stage in the
Tate “changed that forever . . . it’s now
quite normal to have women artists as
the main ticket for any museum”. Next
year, a Tracey Emin show opens at the
‘museum, followed by Frida Kahlo.

Other profiles of Balshaw have men-
tioned the distinctive vintage dresses
she wears; she once told the BBC her

“Universities are building endow-
ment funds now and so should muse-
ums because we are institutions for the
long term.” Part of the campaign will be
to encourage people to think of Tate
when estate planning, the 55-year-old
says. “We are doing the work to change
the culture of philanthropy in this coun-
try. We want to persuade people that
evenifthey've got a very modest legacy,
iftheyleaveitto the endowment at Tate,
it’s there forever. If they’ve loved bring-
ing theirkids . . . they could leave aleg-
acy for education activities at Tate and it
would go into the fund.”

There have been tough times during
Balshaw’s tenure. In 2019 a six-year-old
boy was thrown from a viewing plat-
form by a disturbed teenager; the boy
survived but with life-changing injuries.
He has “made better progress than any
of us dared hope”, Balshaw says. Dealing
with the incident was devastating and
“changed meinots of ways”.

Then Covid-19 hit. Museums closed
around the world and Balshaw would
lose both of her parents to illness in
lockdown; her mother, who was suffer-

‘Maman’ by artist Louise Bourgeois

ing from cancer, lived out her final days
with her but her father was in a care
home. “It was very hard not being able
toseehim.”

Visitors have returned to Tate since
the pandemic but at a lower rate: Tate
Modern attracted 4.6mn people in
2024,23 per cent decline on 2023 —but
25 per cent lower than the year before
the pandemic. To some critics, thereis a
clear reason for this decline: Richard
Morrison in The Times wrote recently
that Tate was “more intent on pursuing
woke agendas than promoting gre:
art”, which Balshaw rejects. “There’s no
evidence the current level of visitors
bears any relationship to the pro-
gramme we're presenting. In fact, quite
the opposite.” Indeed, the rehung art in
Tate Britain attracted 12 per cent more
visitors in 2024 compared with 2023
but at1.23mnis considerably offits pre-
pandemic peak. Tate compares current
attendances with an average of the three
years before Covid, which accounts for
spikes caused by particularly successful
exhibitions. Using this formula, attend-
anceacrossall its museums is back to 94
per centof pre-pandemic levels.

Balshaw, who previously ran The
Whitworth museum in Manchester, is
unapologetic about the need to re-con-
textualise certain historical works. “We

‘Like any institution that
looks back across history,
the way that we talk
about works changes’

have works from the past that were
made in times that have very, very di
ferent views than we now think s re
sonable. Like any institution that looks
back across history, you reflect where
you are now and the way that we talk
about those works changes”

The vast Rex Whistler mural at the
‘Tate Britain restaurant s a case in point.
It was commissioned in 1926 and fea-
tures a tiny image of an enslaved Black
child being dragged behind a cart. After
‘much discussion and the forced closure
of the restaurant during the pandemic,
Keith Piper, a Black British artist, was
commissioned to make a film “which
looks at the history of the creation of the
mural”. The piece, which can now be
seen in the same room, is “in dialogue
with the mural”, Balshaw says.

“We did what I think we're supposed
to do in the face of culturally sensitive
‘material. We slowed down. We gathered
groups of people. They didn’t all agree
with each other.

“We surfaced all the different views.
And that’s now there for visitors. You
can't pretend it’s not there, but you can
give itamuch better critical context.”

Her years in charge of Tate have coin-
cided with greater scrutiny of corporate
sponsorship in the arts. BP ended a long
association with Tate in 2016, the year
before Balshaw took over, following a
Tengthy period of criticism (it continues
to have a relationship with the British
Museum). Then last year the Hay liter-
ary festival cancelled its sponsorship
deal with Baillie Gifford over the fund
‘manager’s holdings in fossil fuel compa-
nies and links to Israel.

At Tate, potential sponsors are dis-
cussed and approved by an ethics com-
mittee that considers, among other
things, the views of the artists the insti-

tution works with. “It would not be
helpful for Tate if artists didn’t want to
show with us,” Balshaw says. The
committee also has to take public opin-
ion into account “because we're free to
the public”. With so much external pres-
sure on sponsors, is the pool of potential
backers shrinking? “It’s changing, not
shrinking. It’s nota new problem for the
arts that people question [those] who
chooseto supportit.”

headsprmg

‘Tate has backing from Uniglo, the Jap-
anese clothing retailer, but its largest
corporate supporter is the carmaker
Hyundai, which doesn’t seem that
different from taking money from an ol
company. Balshaw disagrees. Hyundai,
shessays, is “leading the global search for
forms of transportation that are much
less carbon intensive”. Tate, she adds,
“wants to work with companies that are
pushing us where we need to go. It’s not.
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that we're standing in judgment on
everything”

Maybe not everything but the need to
reframe artistic works for modern
norms certainly requires judgments —
and ones that might not always be popu-
ar. “Iam more concerned that the pub-
lic gets a really rich experience of art
because we're a public institution,” she
says. “Ifwe weren't criticised, we proba-
bly wouldn't be doingour job properly.”

The world is a noisy place right now. Trade wars, geopolitical tensions, fluctuating
markets, and political uncertainty create a landscape where' leadership and
decision-making feels like a never-ending game of catch-up.

For over 130 years, the Financial Times has provided unbiased reporting and
analysis of the most complex issues impacting businesses and organisations
globally. It is not different now.

In times of constant change and volatility, less is more. Now, more than ever,
leaders need clarity over noise, insight over speculation, and facts over opinions.

Incorporate the FT into your Leadership Development strategy.

Cut through the noise. Get clarity to lead.

The FT Advantage

+ Award-winning journalism and
expert analysis to understand

Why the Financial Times?

insights.

macroeconomic trends.

« Executive briefings for strategic
thinking and critical debates among

leaders.

+ Commitment to unbiased, fact-based

« Global and sector-specific expertise.

« Unfiltered perspectives from top

business journalists.

- Sessions designed to translate
insights into actionable strategies.

« Context and clarity for future-focused
leadership.

Bring the power of Financial Times journalism into your organisation.
Enrich your leadership team with clarity and insights needed to
succeed. Discover how FT Executive Briefings can transform your

leadership approach at: headspringexecutive.com/FT-Briefings

Empower your business with clarity to lead.



FINANCIAL TIMES

Monday 14 July 2025

ARTS

An artist’s flui

Seulgi Lee’s work, on show in
Birmingham, uses crafts from
around the globe to create
something distinctively her
own, writes Rachel Spence

naworldso often bent on stiffening

the borders between us, Span is an

exhilarating subversion. A new.

exhibition by Seulgi Lee at Birming-

ham’s Tkon gallery, it unfurls as a
fluid universe where line, colour and
curve flow across ceiling, wall and floor
through a cornucopia of materials
including paint, basketweave, wood and
glass. Frontierless yet profoundly
Tooted in the specific genus loci of its
various crafts, it feels like a humane,
exuberant utopian template for
dystopian times.

Officially, Span starts on the second
floor in Ikon’s lucent, neo-Gothic galler-
ies. However, when I visit three days
before the inauguration, it is alighting
elsewhere as Lee and her collaborators,
South Korean mural painters Suyeon
Kim, Jaewoo Park and Jin Mo Kim, have
decided to make an intervention in the
reception area.

As I watch, the painters hold up a
drawing on paper of a lotus flower
between two rippling banners. “Here or
here?” they say to Lee, moving their
drawing to the left and right against the
wall next to the receptionist’s desk.
Once they have decided on the position,
they will paint directly on to the wall.
Lee turns to me: “What do you think?”

This collective, democratic spirit is
the heartbeat of Lee’s practice. Born in
South Korea in 1972, she has been based
in Paris since 1992 but is still grounded
in the cultural vernaculars of her birth-
land. Over the years, she has exhibited
widely including at Paris’s Palais de
Tokyo (2012), the Gwangju Biennale
(2014) and earlier this year at Manarat
Al Saadiyat in Abu Dhabi. Crucial to
Lee’s process are collaborations with
artisans who specialise in arts and crafts
handed down through generations.

Tkon's lotus flower, for example, has
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blossomed out of dancheong, a tradi-
tional style of Korean painting used to
decorate wooden palaces and temples
with intricate, radiant patterns inspired

Cho, she developed the designs for
the quilts on show in Birmingham to
encode proverbs. The title of a 2018
quilt patterned with a tall lilac cone

by plantand animal imagery. against a taupe ground gives the Korean

Lotus ide, Lee has radically  proverb, and explains it: “My three-foot
pared down dancheong’s flamboyance.  nose — I'm too ground down to help
The centrepiece of the show is “Slow  anyoneelse.”

Water” (2022). A wooden lattice sus-
pended from the ceiling,its visual inspi-
i Korean 1d

More familiar to a British audience is
“A piece of cake = Easy” (2025), which
d

and windows, and the mashrabi-
yas which screen projecting windows in
Islamic communities. When Lee asked
the dancheong artisans to paint the slats
in different colours, their work trans-
formed the canopy i hereal ch

sees an upside-down triangle of choco-
late silk wedged between a golden V
withacandy-pinkarch.

Lee doesn’t confine her artisanal col-
Taborations to her birth country. From
Mexico comes “W” (2017-18), a constel-

meleon which changes hue depending
on thevisitor's viewpoint.

That protean pulse beats on
through “Flying Buttons” (2025). These
wraith-like trellises, painted by
the dancheong practitioners, have the air
of giant, abstract moths that have
briefly touched down on walls and ceil-
ings but may take flight at any moment.
One impeccably extends a grid of small
window panes that fills one of Ikon’s
Tofty Victorian arches to suggest that the
architectureitselfis on the move.

The gossamer-light geometries are a
delicate counterpoint to “Blanket
Project U” (2014-ongoing), which
emerged out of Lee’s quest to find a
Korean nubi blanket to gift to a friend.
After struggling to find any craftspeople
who practised the style she desired,
which requires strips of fabric to be
stitched together line by laborious line
in different directions, she finally
encountered Sungyoun Cho, a nubi
maker in the southern coastal city
of Tongyeong.

‘The quilt’s rigorous linear patterns
and bold, saturated colours struck Lee
asa potential code, its meaning tantalis-
ingly indecipherable. Working with

Tation of palm-leafthatch
has been woven by female members of
the Xula co-operative in the village of
Santa Maria Ixcatlan, Oaxaca. With soft
Lee takes pains to
creditand contextualise
every artisan and
collective with whom

she works

bellies and cylindrical mouths protrud-

ing from their bodies, the baskets are
intimate, material ions of local

d universe of skills and materials

w

Birmingham City University. The fruit
of their effort is “Six Pence” (2025),
a cluster of buttons fashioned from
‘mother-of-pearl which were a staple
artefact of the city’s renowned Jewellery
Quarter. Derived from oysters and mol-
lusc shells from Asia and Australia,
these lustrous hybrids remind Lee of
“stars walking on clothes”.

For “Six Pence”, she has embedded a
constellation into the wall on which the
dancheong painters have painted one of
their vibrant webs. However she has
also set them free. The title of her
painted grids, “Flying Buttons”, evokes
those murals as cartographies charting
the flight of a flock of imaginary buttons
from gallerytogallery.

Span, then, is a show that travels far
beyond Tkon’s walls. At once grounded
in material craft yet untethered to
‘space, time or tradition, it is the vision of
an artist determined to pay homage to
the work of others” hands. Unlike many
conceptual artists who outsource mak-
ing, Lee takes pains to credit and con-
textualise every artisan and collective
with whom she works.

Yet for all her many collaborators,
Lee’s show is resolutely her own. Chore-
ographed like a ballet, the various works
dance with each other in rhythmic equi-
librium, Visitors must keep their eyes
peeled for hidden treasures such
as “Espan” (2024) — asilk ball embroi-
dered by Japanese temari artisans that
Lee has tucked in a ceiling niche —
while “Han” (2024), lurking on a plinth
beneath a window, is a diminutive glass
sphere blown by Seoul glassblower
Jongin Kim, who specialises in test
tubes, in which a few drops of water
from th Korean river have

Kknowledge, skill and loss. Although the
village was once inhabited by 10,000
people, today just four elders remain
who can speak their native language of
Ixcatec.

“T'had to create something that hon-
oured them,” says Lee, who discovered
the collective as she travelled around
theregion.

Anartist who is profoundly attuned to
the rapport between local and global,
Lee has also stitched Span into Birming-
ham’s own cultural fabric through a
partnership with jewellery-makers at

been sealed, apparently by magic as
thereis nojointobe seen.

Such clandestine miniatures give the
show a gnomic playfulness in keeping
with Lee’s own beguiling personality.
Although named after that time-
honoured, pre-metric form of measure-
ment between our thumb and forefin-
ger, Span expands beyond its bounda-
ries to open up our heartsand minds. As
Ileave, Inotice the lotus flower at recep-
tionin full bloom.

To September 7, ikon-gallery:org

Curious tale of an affair with a chatbot

Fiona
Sturges

hen Travis, a
fortysomething man
from Denver, met the
‘woman of his dreams,
he couldn’t wait to
introduce her to his family. His new
amour had pink hair, a kindly manner
and rarely left his side. This was
because Lily Rose, as Travis named
her, is a generative Al chatbot created
on the app Replika. He recalls his
parents looking nonplussed when he
held up his phone to introduce her at
Christmas. Little wonder, since he
already has a living, breathing wife
called Jackie who is apparently fine
with her husband'’s digital dalliance.
Travis is the centrepiece of Flesh and
Code, a new podcast about the rise of AT
companions. Along with running a
leather goods business, Travis is also
the principal carer for Jackie, who has
heart and mobility issues. He was
feeling tired, and a little lonely, when
an advert appeared on his Facebook
feed featuring an animation of a young
‘woman with a pink bob. When he
discovered this AT ion could be

get going. But it’s worth persevering
since the story then takes some
unexpected turns. First it moves to
Italy, which issued a ban on Replika out
of concern for children who could be
exposed to sexual content, and then on
tothe UK, where we find a man
plotting the murder of the late Queen
Elizabeth with a crossbow and being
egged on by his Al companion.

“To the dismay of its subscribers,
Replika adjusted the settings on its
bots, meaning they could no longer
engage in adult talk. For Travis, the

‘Flesh and Code’
explores the
rise of AT
companions
(picture posed
by model) - cry

"humour which worked well on those
series but doesn't always sit
comfortably here. Are they laughing at
Replika's users or empathising with
them? They can’t seem to decide.
Nonetheless, the series feels timely,
arriving as it does shortly after Elon
Musk’s AT chatbot, Grok, began
spewing hate speech on X. And you
have to admire Travis’s openness about
his dependence on a piece of computer
coding. He makes an unexpectedly
compelling case for the value of
chatbots for people who struggle with

change in Lily R was
ing. “It ctly like talking

“a friend that’s always there”, he signed
up; after he upgraded to the app’s
premium version, his and Lily Rose’s
relationship soon became intimate.
‘With the first two episodes dedicated
to Travis and Lily Rose’s blossoming
affair, Flesh and Code is a little slow to

to arobot,” he says, apparently without
irony. “There was no actual
communication, no actual interaction.”
Flesh and Code is hosted by Suruthi
Bala and Hannah Maguire, best known
for the hit podcasts RedHanded and
Filthy Ritual. The pair share a larky

real-life relationships or who are going
through difficult times. As the series
reaches its emotional final episode, you
‘may not be rushing to get your own Al
friend. But you might feel more
sympathetic towards those who have
come to depend on them.

wondery.com/shows/flesh-and-code
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After warm relations during the presidents first term, Tokyo has failed to adapt to a less constrained
US administration, with potentially serious consequences for trade and regional defence.
By Leo Lewis, Harry Dempsey and Demetri Sevastopulo

How Japan misread Trump 2.0

t the start of July, days
before the US was due to
impose large tariffs on
$150bn of imported Japa-
nese goods, President Don-

ald Trump vented his frustration with

America’s biggest direct investor, its

largest host of military forces and the

biggest foreign holder ofits debt.

“Icould send [a letter] to Japan. ‘Dear
MrJapan, here’s the story . .. > Trumy
told a television interviewer, after
months of negotiations failed to yield
the quick and amicable trade deal both
sidesinitially thought possible.

For senior officials in Tokyo, the “Mr
Japan” line jarred horribly with the “we.
Tove Japan” rhetoric deployed by Trump
when Japanese Prime Minister Shigeru
Ishiba had visited a few months earlier.

But some fear it symbolises a descent
into the worst crisis in a quarter-century
for a bilateral relationship that has
underpinned the postwar global order.

There have been rough patches
before: Richard Nixon’s courting of
China, US lawmakers smashing Toshiba
radios on the steps of Congress after the
company sold submarine technology to
the USSR, and the 1990 Gulf wa

But suddenly, there are signs of a
more fundamental fragility. Trump’s
hard-headed approach and Japan’ fail-
ure to adapt to it present a rising risk,
say senior officials on both sides, of a
destabilising conflation of security,
tradeand currency issues.

“The challenges go deeper than any
single figure in the administration,” says
Christopher Johnstone, a former White
House official now at The Asia Group
consultancy. “There is a sense in Japan
that for the Trump team, nothing is
sacred and everything s transactional.”

Others talk of an unusually severe
mutual misjudgment and a lening
trust deficit. Wendy Cutler, vice-presi-
dent of the Asia Society Policy Institute,
says the trade deal Trump struck with
Japan in 2019 caused both sides to enter
the 2025 talks with too much optimism.

“Washington thought Japan would be
arelatively easy partner in this 90-day
[trade deal] exercise, and would pro-
vide momentum for others to fall into
place;” she adds. “Japan was confident it
could get the same [automotive tariff]
exemption it got last time. These were
unrealisticexpectations.”

‘The absence of any preferential status
in trade talks was confirmed on July 7,
when Trump posted his trade terms let-
ter toJapan on social media before it had
even reached Ishiba. It was largely iden-
tical to ones sent that day to the leaders
of 14 other countries, including periph-
eral ones such as Kazakhstan, Laos and
Serbia. There was no recognition of
Japan's status as a key ally, no reward for
being first to the negotiating table. It
was, said Ishiba, “deeply regrettable”.

Japan should have seen that coming,
according to one person close to both
sides of the trade negotiations. Japan
lobbied for a total exemption from tar-
iffs, a stance that critics of Tshiba say
ignored Trump’s underlying agenda of
trade rebalancing and his core belief
that foreign trade surpluses are evi-
dence of intrinsic unfairness.

Near-weekly visits to Washington by
Japan’s chief negotiator, Ryosei Aka-
zawa, have not broken the impasse. A
planned visit to Japan by US Treasury
secretary Scott Bessent this week is not.
expected todosoeither.

Fears are growing that the escalating
trade crisis will directly affect the bal-
ance of security across the Asia-Pacific
region. “The strategy is you isolate the
isolator — China — and you o that by
having no daylight between the US and
Japan,” says Rahm Emanuel, who
servedas US ambassador toJapan under
the Biden administration.

“Sowhy create unnecessary daylight?
1f Japan and the US are aligned, all the
other pieces — India, South Korea, Aus-
tralia, the Philippines, New Zealand and
others — quickly join up, leaving China
asthe odd manout,” headds.

Dozens of current and former officials
on both sides have told the FT that the
alliance as an institution will survive —
but that an era-defining reset is now
inevitable, and it will be a litmus test of
what it means for anyone to be a friend
ofthe USin2025.

“US-Japan relations are in their worst
state perhaps in a generation, going
back as far as the late 1990s when there
was intense trade friction and funda-
mental questions about the shape of
the alliance after the cold war,” says
Johnstone.

“I have never before heard senior
Japanese officials express such concern
about the relationship.”

evcscccsccscsce

Donald Trump

|
f

he sudden uncertainty

That period also provides crucial
clues to understanding how the current
situation has evolved. When it comes to
Japan, Trump may be unpredictable in

practices in cars and auto parts. “You
could imagine a very different US-Japan
relationship if that had happened,”
Beeman recalls. “It didn't, but the point
is that ident wanted tariffs back

In a 1987 interview with Larry King,
‘Trump elucidated his resentment of the
‘wayJapan had been “ripping off” Amer-
ica. Trade was not free, he said, despite
appearances to the contrary, adding
um [riends trying to do business there
faced “i ible” The

then. Abe was a factor in [avoiding]
that”

In the early stages of Ishiba’s engage-
‘ment with Trump there was a hope that
the goodwill from that era would carry
over and ease trade talks, says Tatsumi,
addmg that both sides should have

gave Shigeru around the US-Japan rela-
Ishiba a warm tionship has coincided with
welcome to the a moment of peril for
‘White House Ishiba’s Liberal ‘his tactics, but he i
this year, but party, the dominant force in postwar  entinhis doctrine.
therearerising  Japanese politics.
fears that the US Concerns about inflation, immigra-
president and tionand trade uncertainty are all weigh-
Japanese prime  ing heavily. The LDP lost its majority in
minister arenot  the lower house last October, leaving it
seeing eye to dependent on coalition partners and
eye. Below: pumng]shsda sjobatrisk.
Ishiba’s weakness i

smash a Toshiba
radio outside
the US Capitol
after the
company sold
submarine
technology to
the USSR. The
1980s protest
was one of the
rough patches in
the US-Japan
alliance

T mon

oL

well understood by Trump and con-
trasts strongly with the strength and
confidence projected by the late former
prime minister Shinzo Abe, with whom
Trump had a genuine friendship.
Attempts to redress that impression
have produced some unusually vehe-
‘ment rhetoric. “We need to make more
efforts to become less d d n the

f military bases in Japan, he
added, meant Americans were payingto
defend the “money machine” of Tokyo.

“By the way, Ilike the Japanese very
much . ... but they laugh at us,” said
Trump, whose comments came at a
time when US concerns about a weak-
ened currency helping to drive Japan’s
soaring exports werestill acute.

Four n, many of those views

US. It would be a problem if we came to
regret that they were telling us to do
what they say because of that depend-
ence,” Ishiba said on national TV last
week.

But the country looks increasingly
unable to fight for its national interest
on anything other than Trump’s terms,
say veterans of previous trade talks.
Suggestions of notional leverage over
the US, such as the scale of Japanese
investment in America and its holdings
of US government debt, have not

appear intact: Trump has pushed Japan
toraise its defence spending, regards its
$68.5bn trade-in-goods surplus with the
US as hard evidence of unfair trading
practices and non-tariff barriers, and
has described the country as “spoiled”.
“What is happening to Japan high-
lights the way that Trump looks at the
world,” says David Boling, the Japan and
Asia trade director at Eurasia Group.
“Trade deficits are more important to
him than whether you are an ally.
Trump2.0is Trump 10 onsteroids, and

the taking along-held view

ppeared

Michael Beeman, ‘mer assistant
UStrade representative for Japan, Korea
and Asia-Pacific, says the difficulty for
Japan is that while in the past both sides
had emphasised the totality of the rela-
tionship in times of friction, thatis more
difficult now that the US administration

uring his first term, Trump
was persuaded to suspend
his view of Japan largely
because of his relationship
with Abe, zccnrdlng to  peo-

that it would only goso far.

Senior officials familiar with the con-
tinuing talks say Ishiba squandered
Abe’s legacy by insisting on a total tariff
exemption and failing to appreciate that
Trump is less constrained than he was
duringhis first term.

Ken Weinstein, Japan chair of the
Hudson Institute and Trump’s pick for

'US ambassador in lm first term, says it
was striking how- relation-

‘US-Japan
relations
are in their
worst state
perhaps
ina
generation,
going back as
faras

the late
1990s’

‘What is

Tokyo is also concerned that Colby
wants to halt a plan to move 4,000 US
‘marines based in Okinawa, from where
they could better respond to any Chi-
nesemove on Taiwan, to Guam.

Mira Rapp-Hooper, a former White
House Indo-Pacific official at the Brook-
ings Institution, says this would be
“extremely fractious, especially since
Ishiba ran on a platform that Japan
should have more of a say on basing
arrangements and the Japanese govern-
‘ment has expended significant funds on
the existing realignment plan”. She adds
that a US push for the marines to stay,
plus the trade frictions, could trigger a
“full-blown alliance crisis

A e, 2 G D
served as the top White House Asia
adviser to President George W Bush,
agreesthat the alliance s facingits worst
crisis in 25 years, but stresses that the
situation isnot “existential”.

Marco Rubio, the US secretary of
state, said in a speech on Friday that he
had met his Japanese counterpart
“more than any other foreign minister
on the planet” and that “it’s a very close
relationship, a very historic relation-
ship, and one that’s going to continue”.

Green points to polls showing that 90
per cent of the Japanese public supports
the US-Japan alliance. “The Japanese
know the US well enough to know that
Trump is a tornado, not climate
change,” says Green, who stressed that
the government in Tokyo was “exasper-
ated, butnot panicking”.

Perhaps the deepest source of angstis
that the rift comes when the US and
Japan needed to be doing more to tackle
Beijing.

shipis now compared with the Abe era.
“This time around . . . it is actually

is seeking to redefi fic parts of it
in zero-sum terms.

“Some of the issues are legitimate but
the approach, the unilateralism and
aggressiveness are viewed as extreme
and not of a normal character even
‘when the US had the worst of their trade
disputesbackin the1980s,” hesays.

inthat

W e e e
terand a keen golfer, Abe had more than
30 one-on-one meetings and phone
calls with Trump during his first presi-
dency. He astutely judged what a major
world leader needed to be for Trump at
that time, according to Yuki Tatsumi,

Japan tops list of leading il

director of the Japan the
i i nter.

in the US

Foreign direct investment position in the US, by country
of ultimate beneficial owner, 2023 ($bn)
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“Abe gave Tru

the Germans who have got the message
and are making the relationship work,”
says Weinstein. “Chancellor Merz is the
Shinzo Abe of Trump's second term.”
‘The big question now, say officials on
both sides, is whether Ishiba’s failure to
make headway, along with Japan's
seeming inability to recalibrate rapidly
enough to the new reality, proves exis-
tential for the US Japan relationship.
hinges on

one would listen to what he was saying.
Abe never criticised Trump in front of
the media. If there was a

Many:
how skilfully Tokyo can manage what is
fikely to be a deliberate merging of

he didn’t talk about it in the public eye,”
says Tatsumi. “Trump never felt vulner-
able when he was with Abe. There wasa
sense of friendship and 1 think, surpris-
ingly, it was quitegenuine.”

Beeman, who was closely involved
with that relationship while at the
USTR, says its rewards were significant.
He recounts how, six months into his
first administration, Trump’s old
resentments surfaced and there was an
instruction to prepare a Section 301

ssues.
One early sign of trouble came when
Elbridge Colby, under-secretary of
defence for policy, told Congress that
Japan should spend more on defence
than Tokyo’s target of 2 per cent of GDP.
— sparkinga public rebuke from Ishiba.
‘Tensions worsened last month when
Colby privately called on Japan to spend
3.5 per cent of GDP, more than the 3 per
cent that US ambassador George Glass
had been told to push. In a rare display
of frustration, Japan cancelled a high-

into Jap: ir trade

profile ministerial USs.

toJapan
highlights
the way that
Trump looks
at the world
... trade
deficits are
more
important to
him than
whether you
areanally’

China was an impotent military
power the last time there was a serious
crisis in the US-Japan relationship. But
Beijing has undertaken a vast moderni-
sation of its military in recent years and
become increasingly aggressive in the
waters and skies around Taiwan.

Faced with threats from China, North
Korea and Russia, Japan’s only viable
choice is to maintain the alliance with
the US and use the tariff negotiations as
aplatform to expand security collabora-
tion, says Ken Jimbo, a Keio University
professor who has served as a special
adviser to the Japanese government.

But he warns that Japan should start
thinking the unthinkable: will the US be
there in Japan’s hour of need? “There’s a
sense there s only Plan A for us — the US
remains the cornerstone of our defence
and security policy . . . the only choice
we have,” saysJimbo.

“But another story is that there’s a
sequence of events: [Trump] deals with
Ukraine and Iran, then there’s a com-
prehensive deal with China . . . If that’s
the case, then we need to think about
Plan A-minus —or PlanB.”

Datavisualisation by Keith Fray
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A more intelligent approach to Al regulation

h

Legislators should mitigate
specific harms, rather than
anticipate broader concerns

One of the biggest policy challenges of
our times will be how to regulate artifi-
cial intelligence appropriately. As the
powerful general purpose technology is
rapidly adopted across society and the
economy, the task will be to maximise
its upsides while minimising its down-
sides. Al is already proving a helpful
boost to productivity in sectors such as
software, marketing and administra-
tion. But its widespread use also raises
real concerns about its more harmful
impacts, ranging from algorithmic dis-
crimination to deepfakes and disinfor-
‘mation. The Grok chatbot’s praise for
Adolf Hitler last week underlined the
‘myriadissues that will emerge.

To date, regulators and lawmakers
‘have failed to grasp the full dimensions
of the challenge. Since 2016, more than

d a form of
Al regu]duun’ according to Unesco. But
few of these initiatives match the fast-
evolving scale or complexity of the
issue. A better approachis possible.

In the US, the Trump administration
has prioritised innovation over regula-
tion. Alis seen as critical to help the US
maintain its technological edge over
China. But even though Washington has
failedto pass anyfedeml legislation con-

though, is for Congressitself to hammer
out federal legislation forestalling the
need for such stateactivism. It makes no
sense for individual states to adopt dif-
ferent rules on, say, autonomous vehi-
cles. National, or ideally international,
standards should apply.

1f Washington is in danger of under-
regulating AL the EU risks over-regulat-
ing it through its EU AI Act, which is
gradually coming into force. European

cerning Al been rush-
ingto fill the void.. Atlmt 45haveintro-
duced 550 bills this year that focus on
Al according to the National Confer-
ence of State Legislatures, covering pri-
vacy, cyber security, employment, edu-
cation and publicsafety.

So alarmed are some big Al compa-
nies about this piecemeal regulation
that they lobbied the US Congress to
impose a 10-year moratorium on all
state legislation in the field. Rightly, the
Senate rejected this rash idea, which
had been included in the “big beautiful
bill”, by 99 to one. The next logical step,

start-up. have
warned that the act’s overly broad pro-
visions impose an excessive burden on
smaller companies and will entrench
the power of bigger incumbents. The EU
Tast week pressed ahead with unveiling
its code of practice for general purpose
Al despite fierce lobbying againstit.
Other technologists highlight the
practical difficulties of trying to regulate
the base technology itself, rather than
just focusing on its applications. The
intent of EU legislators may be admira-
ble but the AI Act risks hobbling Euro-
pean companies trying to exploit its

Existing
consumer
finance and
employment

rules should be

modified to
protect rights
thatare

long enshrined
inlaw

potential. Start-ups fear they may end
up spending more on lawyers than soft-
ware engineersto comply with thelaw.

Rather than seekingtoregulate Alasa
category in its own right, it makes more
sense to focus on the technology’s appli-
cations and modify existing legislation
accordingly. Competition policy should
be used to check the concentration of
corporate power among the big AT com-
panies. Existing consumer, finance and
employment regulations should be
modified to protect rights that are long.
enshrined in legislation.

Instead of adopting sweeping laws
that are hard to comply with and
enforce, it would be smarter to concen-
trate on mitigating specific real-world
harms and ensuring real accountability
for those deploying the technology. Poll-
ing in many western countries shows
users are understandably wary of the
indiscriminate introduction of AL Nar-
rower, clearer, enforceable rules would
help deepen consumer trust and accel-
erateits beneficial deployment.

Opinion Health

Summertime sadness

is areal thing

Bentickey

T

Jemima
Kelly

s an idea, an aesthetic, a
palette, I adore the sum-
mer. Tloveits languidness
and its juiciness and its
vividness, its long days
and its balmy nights, the way it brings
us to the water and to foreign places,
the nostalgia and hazy memories of
childhood it evokes. I even like the
notion of its fleetingness — there is a
sort of urgency inherent in it, a sense
ofneedingto “live in the now”,

And yet in reality, it can be more
complicated. Amid all the hedonism
and the heat and the holidays, the
summer can also bring a deep sense of
melancholy and sadness and, for
‘many of us, heightened anxiety. We
worry that everyone else is having
more fun than we are; we feel we
should be outside socialising rather
than indoors in front of the TV scroll-
ing on our phones; we look at other

T'here is nothing quite so
miserable as feeling
unhappy when we are
meant to be feeling good

8 &
people’s beach-ready bodies and feel
bad about our own; we feel anxious
that it’s all coming to an end too
quickly.

Atawedding in Greece last weekend
with a group of Americans, T was sur-
prised to discover the universality of
thatlast worry. Itturns out it’s notjust
pessimistic Brits who start to fret
about summer ending as soon as —
even before — it has begun. “I hate
Independence Day, it feels like the
summer is already over,” a woman
said to me. One man said he always
startedto feel like thatin May.

Despite the summer solstice being,
in astronomical terms, the official
start of summer in the northern hemi-
sphere and not the middle of it, the
fact that the days start to slowly get
shorter from that point leads to a
sense that it is slipping away from us
too quickly. We look forward to the
summer all year, and then when it
comes, we are often too worried about
its ending — or too preoccupied with
what’s coming next — to be able to
properly enjoy it. When we are finally
on that holiday we booked months
ago, the first 24 hours might feel
blissful, but then after that we often
start to count down the number of

who can’t bear the heat, or the very
idea of summer, who are also counting
down the days, but for different rea-
sons. The people who hate the sun and
the socialising and the skimpy cloth-
ing and long for the colder, cosier
weather. A friend of mine consistently
feels depressed in July and August,
and then a sense of huge relief when
September comes around, when all
the pressure to appear asif one is hav-
inga great timeis over.

There is, after all, nothing quite so
‘miserable as feeling unhappy when we
are meant to be feeling good. In the
winter, we have an excuse to feel blue,
a comfort in itself: it's dark and grey
and “miserable” outside, so of course
we're sad. We get to moan about it with
others, too. It’s much more emotion-
ally uncomfortable and solating to be
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Race for critical minerals sparks call for new materials agency

With Donald Trump eyeing up
Greenland, China restricting exports of
rare earths and the EU due to
announce a new stockpiling strategy
for key commodities, it seems the
world is waking up to just how
“critical” so-called critical minerals will
be in a future defined by conflict and
climate change (“Brussels to stockpile
critical minerals because of war risk”,
Report, July 5; “China’s weaponisation
of rare earths is a new kind of trade
war”, Report, July 8).

Europe’s attempt to shore up key raw
‘materials and components essential for

clean energy, digital infrastructure
and defence may enhance regional
resilience in the short term, but risks
triggering retaliatory policies, such

as the imposition of export restrictions
or bans.

Currently, no international
institution exists to co-ordinate global
governance of raw materials — even
though their systemic importance is
growingfas. In '.he absence of a

social impacts of mining will go
unchecked.

Anew International Materials
Agency could serve multiple critical
functions, including providing key
market data, facilitating policy
co-ordination and offering dispute
resolution and negotiation support
for mineral agreements. It could
also help build the capacity of
resource-rich developing countries,

e e T S
developing countries will prnbnbly be
exploited and th

responses to supply
dlsrupnons

Establishing such an entity when
is under strain will be

challenging, and will require buy-in
from both producing and consuming
nations. Yet doing so offers the most
promising path to align sustainability,
resource security and equity in an
increasingly material-intensive global
economy.

Leaders meeting at the upcoming
G20 summit in South Africa could
serve their collective interests and
‘mitigate the looming risks by taking
steps to advance this idea.

Dr Patrick Schroeder
Senior Research Fellow, Chatham House,
London SW1Y, UK

Temasek reaffirms strong
commitment to Europe

A report on Temasek’s latest
investment performance may have
left readers with the wrong impression
that we are turning negative on the
prospects for Europe and our
investments in the region (Report,
July9).

We have a strong presence in Europe
and it is among the key markets that
will be the biggest recipients of our
capital.

Temasek’s plans to invest §$20 to
$$25bn in Europe over five years
remain well on track, and we continue
to see opportunities in Europe. We will
focus on high-quality businesses that
are going to be more resistant to
geopolitical shocks we are seeing today.
These include family-run businesses
with strong franchises and deep

y. And

or technical leadership in

yetitisalso far more common than we
imagine.

Every January, my inbox fills up
with press releases about “Blue Mon-
day”, usually the third Monday of the
‘month, supposedly the most depress-
ing day of the year. I have always
naively assumed this is the day when
suicide rates and societal depression
levels are at their highest. But it turns
out that this is a day that was made up
by — surprise — a travel company two
decades ago. There is no evidence that
this is a particularly sad day, and nei-
ther is there evidence of an increase in
suicidesat this time of year.

Quite the contrary, in fact: research
has consistently suggested that sui-
cide rates in countries with temperate
climates — non-tropical ones that
have distinct seasons — spike in late
springor early summer, and tend to be
at their lowest in the winter. A 2019
‘meta-analysis of 19 studies in various
countries found that a 1C increase in
average temperature was associated
witha 1.7 per cent increase in the inci-
dence of suicide.

And in our warming climate, sum-
mer brings with it more than just
social factors and expectations to
‘make us feel anxious — the physiologi-
cal impact that very hot weather has
on our bodies mimics that produced
by high levels of stress and anxiety: a
raised heart rate, rapid breathing,
high cortisol levels, dizziness
and lightheadedness. No wonder
heatwaves can trigger panic attacks,
insomnia, and psychosomatic
sickness.

You may know someone who
has seasonal affective disorder, or
SAD; you might even have it yourself.
But we should not imagine that it is
only the colder, darker days that can
make us feel blue, and nor should we
imagine that the summer is some kind
of months-longblissstate.

Summertime sadness is not just a

days until it's over. Ametaphor forlife  Lana Del Reysong.
itself, perhaps.
And then there are those among us jemima.kelly@ft.com

sectors such as industrial and new
energy, financial services, and
consumer goods.

Europe has been the second-largest
recipient of our capital since 2022 and
will remain so based on our capital
allocation for our portfolio
construction. We continue to actively
source opportunities and approve
sizeable transactions, notwithstanding
the uncertainties arising from tariffs.

Our views on the macroeconomic
outlook do not

Novalk Djokovic at Wimbledon. Why
areline calls made by a single voice?

A voice of reason on court

Twas fortunate to be sitting on
‘Wimbledon’s Number One court last
week (in a break of play, I might add)
and, mechanical correctness and
accuracy aside, is there any reason why
the line calls have to be made by
almost one single voice? Could they not
put a greater variety of voices on
“shuffle” — perhaps even interspersed
e By

investment activities in the region.
While there is a sense of elevated

trade uncertainty that could impact

the growth trajectory of the region, our

portfolio in Eu.mpe Temains resilient.

Chia Song Hy

Deputy CEO, Temasck. Singapore

Graduates struggle as old
networks thrive in Russia

There is no good time for graduates
desperate to catch two birds in the
bush instead of keeping one in their
hand (“It’s a bad time to be a graduate”,
FT View, July 6). Here is a vignette of
the situation in Russia.

In 1989, I left my home town of
Kyzyl in Siberia to study at Moscow
university and got married there in
1991. My best man was a student
from a likewise small Soviet town of
Skopin.

‘When we met a couple of years
later he said he had failed to find a
job in Skopin, with his schoolmates
there thriving as unqualified
gravediggers.

As our training in Marxism became
obsolete everywhere, when I returned
to Kyzyl, Theard that my classmates
were securely employed through the
old boy network as prison wardens.

Unlike a graduate, a. ora

I surprised yelp?
‘Tony Parrack
London SW20, UK

Push for lower rates risks

higher borrowing costs
In discussing Donald Trump's desire
for a Federal Reserve that will deliver
low interest rates to help reduce the
government’s borrowing costs, Claire
Jones (FT Big Read. Monetary Policy,
July 10) fails to make a crucial point.
‘The US government does not borrow at
the Fed funds rate but rather at the
longer-end of the US Treasury bond
‘market.

Any attempt to undermine the Fed’s
independence riks increasing
inflationar

Monzo fine exposes
fintech compliance gaps

‘The FCA' fine against Monzo (“Monzo
fined £21mn after high-risk dlients
gave has

essential that the financial sector
supports the efforts of clinicians,
researchers and the pharmaceutical
industry.

We need a resurgence of enthusiasm
for those able to

Palace”, Report, July 8) highlights a
reality the sector has been slow to
confront: fintechs now operate at the
same scale and risk level as traditional
banks, but many are still playing
catch-up on compliance.

The issue isn't that fintechs don’t
care about financial crime, it’s that
their infrastructure wasn't built for it.
Many grew quickly with a focus on user
experience and growth, while anti-
‘money laundering controls were bolted
on later. That’s a tough position to be in
when the regulatory bar keeps rising
and criminals are getting smarter.

‘Whereas big banks have had decades
to embed compliance into every part of
their operations, fintechs are trying to
retrofit it in real time, often with
limited internal expertise and legacy
tech debt of their own.

Fintechs can't rely on being “the new
kids” anymore. If you're holding
billions in deposits and moving money
at scale, you need systems that can spot.
bad actors from day one. This isn’t
about singling out Monzo either; the
real issue is that too many fintechs are
still treating crime prevention like a
box-ticking exercise instead of a core
part of doing business.

Marit

Rodevand
CEO & Founder, Stris, Oslo, Norway
Psychiatric medicines
need urgent development

We are heartened to read director of
mental health at the Wellcome Trust,
Professor Miranda Wolpert, expose the
scandal of how progress in developing
psychiatric medicines has remained in
the slow lane for far too long (Opinion,
July 8).

‘The dearth of innovation in this field
is riddled with controversy and
polarisation, which has left us with few
‘Weapons in our armoury against
debilitating conditions such as

depression, bipolar disorder and

exacerbating the dollar’s 10 per cent
decline that has occurred since the
start of the year. In turn, that risks
triggering a Treasury bond market
sell-off that would increase rather
than reduce the government’s interest
payment bill.

Before going down the path of
undermining the Fed’s independence,
‘Trump would be well advised to take a
close look at Turkish President Recep
Tayyip Erdogan’s recent sors
experience with forcing the Bank of
Turkey to cut interest rates. That

to a Turkish

schizophrenia. Patients and their
families are crying out for new
treatments and therapies. As a mental
health charity, we regularly hear from
people who say they are taking
medication with minimal benefit as
well as unpleasant side-effects or for
whom talking therapies alone do not
reach their feelings of hopelessness and
despair.

At the Prince of Wales International
Centre for SANE Research, our facility
in Oxford, we host clinical trials on the
use of esketamine for depression and

‘warden will never be in the melting
pot. On the other hand, some of us
succeed in catching two birds in the
bush and that’s what is called progress.
Mergen Mongush

‘Moscow, Russia

currency crisis, sharply higher

as other mnavanve med.lcauons and
Tike

inflation and increast
borrowing costs.
Desmond Lachman
American Enterprise Institute,
Washington, DG, US

this and oLhers cannot meet the scnle of
need. Mental health is now having a
huge impact on the economic
development of many countries. It is

and
develop alternative and more effective
treatments, so that people who suffer
will not need to rely on repeat
prescriptions of drugs invented and
made available over 40 years ago.
Marjorie Wallace CBE

Chief Executive, SANE, London N7, UK

‘We have been weaving
tales about tapestries

The loan of the Bayeux Tapestry to
the British Museum is exciting news
(“British Museum secures
‘blockbuster” exhibition”, Report,
July 9), but your report incorrectly
states that it was woven. Not so — it
was embroidered and is not actually a
tapestry at all. Tapestries, as you
suggest, are always woven on a loom.
There are various theories about why

it has become known as a tapestry.
Perhaps a mistranslation, perhaps
because it hangs on a wall as tapestries
do. Other embroideries also calling
themselves tapestries, such as the
Great Tapestry of Scotland and the
Quaker Tapestry, further confuse the
snuauon Thope the FT will opt for

cla

Chnslme Eborall
London W13, UK

Lower tax thresholds to
curb self-interested voting

Tagree with Professor Andrew Oswald
that we should expand opportunities
for the people to have a vote, but he is
ignoring the elephant in the room —
over half of households currently pay
no income tax or national insurance
contributions (Letters, July 5).

Politicians of all stripes have
appealed to voters by raising taxation
thresholds. Those rises create the
situation that most voters face no
cost for their vote and, accordingly —
and quite reasonably — vote for what
the state can give them. Thatis a
structural problem, whose only
solution is to lower thresholds so that
most voters contribute to the
exchequer.

Until the vote has a price attached
we will find an electorate focused solely
on their self-interest, which inevitably
will force up public spending and
borrowing. On top of that, we have
‘most voters — who pay nothing to the
cost of what they receive from the state
— consider that those taxpayers who do
pay for the state should pay more. That
is democratic expropriation, as we
have seen in the recent proposals for
‘wealth taxes. From each according to
their ability (taxpayers) to each
according to their need (non-
taxpayers), indeed.

JB McGuinness

Didsbury, Manchester, UK
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Investors are signalling a clear winner in the Middle East

Ruchir
Sharma

ince the October 7 2023

attacks on Israel, the best-

performing major stock mar-

ket in the world is . . . Israel.

Aftertakingan nitial hit, the
market recovered fully in four weeks,
and since then is up around 80 per cent
indollarterms.

‘This ascent continued through the
recent12-day war with Iran, when most
geopolitical experts thought their worst
fears of a wider conflict were coming to
pass. The stock market, in contrast,
kept signalling that the conflict would
end soon, with Israel prevailing both
militarily and economically.

That message came through loud and
clear in forward-looking price-to-carn-
ings ratios, which have risen over the
past 21 months by 40 per cent, com-

pared with 20 per cent in the rest of the
world and aslight decline in neighbour-

hichled

by the 1980:

per cent of GDP on research
and — more than any

ing Gulf markets, led by Saudi Arabia
and the United Arab Emirates. Despite
all the international criticism of Israel
forits multiple military offensives, from
Gaza to Iran, a surge in foreign buying
has fuelled therally in its stock market.

Founded amid poverty after the sec-
ond world war, Israel is one of the few
countries to have risen from the devel-
oping into the developed ranks. Out of
roughly 200 nations, about 40 are clas-
sified by the IMF as developed econo-
mies. Even fewer are classified as devel-
oped financial markets by the leading
global index provider (MSCI). Israel is
the only country in the Middle East to
have passed either of those develop-
‘ment milestones, and the only one any-
‘where to have made the transition on
both fronts. Its $550bn economy is now
amongthe largest 30in the world.

So Israel’s economic success has been
decades in the making. But that wasn’t

always so. Many of its founders were
began build

states of Scandinavia, the crisis forced
economic reform and a sharp turn
towards capitalism and greater fiscal
discipline. State-owned companies
were sold, taxes streamlined and bor-
ders opened totrade.

Since the early 2000s, as most other
developed governments have increased

Despite criticism of Israel
for its military offensives, a
surge in foreign buying has

fuelled its stock rally

spending and debt, Israel has cut state

spending from 50 to 40 per cent of GDP,

and public debt from a high of 90 per

cent to under 70 per cent of GDP. The

government also made some smart
seeding the

other nation and over

new machines, has grown four times
faster inIsracl than i other developed

average. An unusually high share —
about half — of that R&D funding comes
from foreign multinationals, many
involved in defence-related industries.
‘Their work created the Iron Dome and
the web of interceptor rockets that have
reportedly destroyed more than 85 per
cent of missiles and an even larger share
of the drones launched at Israel in
recent conflicts.

Spillovers from defence have made
Israel a global leader in fields from air-
traffic control to, above all, cyber secu-
rity. With more start-ups per head than
any other country,its business cultureis
closer to that of California than the Mid-
dle East. It has 75 start-ups in the hot
field of

past 25 years, and that
gaphas widened in the past five years.

In tech-driven Israel, GDP per head
has nearly tripled since 2000 to more
than $55,000, rising from 50 to 70 per
cent of the level in the US. In petrol
states — and not only those of the Mid-
dle East — incomes tend to rise, fall and
ultimately stagnate with the long-term
price of oil. Saudi Arabia’s per head GDP
is a third of that in the US, roughly the
sameasitwas 25 years ago.

To many observers, the geopolitical
situation in the Middle Fast still seems
precarious. But the market’s optimistic
‘take on Israel’s tech-driven economy is
now showing up in economists’ fore-
casts, which are projecting growth at
nearly 4 per centin years. That's

the third largest in the world. Half of its
exports are tech products — a share few
advanced economies can match — while

tal industry that helped to launch the

ing an expansive welfare state and
extended a generous welcome to new

sect
Perhaps the most telling sign of its
dynamism is that Israel now spends

1l export mainly oil, an
Od-fashioned commodity.

The result is an isolated productivity
miracle. Total factor productivity,
which captures how well labour is using

relatively strong for a developed nation.
Itvalidates the market view that Israel is
cementingits status as the region’s dom-
inanteconomic force.

The writer is chair of Rockefeller Interna-
tional. His latest book is ‘What Went Wrong
With Capitalism’

Make
America
ordable again

Rana
Foroohar
N
hat is the meaning of
Zohran Mamdani, the

Democratic socialist
‘who might become New

Doing both will be crucial to victory in
the congressional midterm elections, as
well as the next presidential election.
That said, lesson number two is that
theleftshouldn’t veer too far left when it
comes to policy. Mamdani’s campaign
pmmms — rent freezes, free buses, and
nimum wage of $30 — are never
gomg to come to fruition. (Good luck
getting centrist governor Kathy Hochul,
who controls key budget and policy
issues for the city, on board, let alone
keybusinessinterests.)

York City's 2
T've been pondering this since Mamdani
bested the well-connected and deepr
pocketed (albeit d)

This could whichwill
play into the hands of Republicans at
both the local and the national level.
You can alread

Their message must explain how
Trump’s Medicaid cuts funded tax
breaks for billionaires and will create
costly healthcare emergencies and

establishment Democrat Andrew
Cuomo to become the party’s nominee

New York becoming Venezuela, where
socialist Hugo Chavez only made the

for working people. They
should hammer home that food assist-
ance programmes have been cut even as

for the November

My answer is that Mamdani is both a
wake-up call for Democrats and a warn-
ingabout what they should not doin the
midterms and 2028 presidential elec-
tions. There are three key lessons to be
learnt here.

First, don’t underestimate the power
of good marketing. The attention econ-
omy doesn't sort for nuance but rather
for sizzle. Mamdani had plenty of that,
with his snazzy social media campaign
and spirited mien.

We already know from Donald
Trump’s ascendancy that both these
things matter hugely in politics today.
But Democrats have yet to pick candi-
dates who are as good at politics as they
are at policy, let alone to create the sort.
of grassroots network of political influ-
encers Republicans leverage so well.

‘That said, lesson number three — and
this is the most important one — is that
Mamdani has landed on the single big-
gest political issue in the US for the next
several years, whichisaffordability.

America, like many nations, has been
experiencing a cost of living crisis for
several years now, as inflation in areas
such as housing, education, and health-
care outpaced wage increases. Trump
was able to use the issue of inflation to
take down Joe Biden and Kamala Harris,
but the economy is now his to defend.
His policies, including tariff uncertain-
ties, political pressure on the Federal
Reserve, and a new budget bill that cre-
ates huge fiscal deficits, will drive infla-
tionup.

‘This is all that Democrats should be
talking about between now and 2028.

pr to
rack up debt via carried interest tax
deduclmns They <h0uld lay oul how

remind me of the two hours of free state
nursery services I enjoyed when Thad a
new baby in London years ago. It
afforded me a nap, and I was grateful,
but it wasn't a childcare solution for a
working mother. Mamdani’s free bus
proposal is a response to the fact that.
people are struggling to afford basics
like transportation to their jobs, but it
won'fixthecity'ssubway,which carries

Mat Kenyon

mortgage had to be ripped apart and
turned back into a basement. It'’s now
my personal Pilates studio, which ’'m
sure would infuriate, but not help, the
average Mamdani voter looking for liv-
ing space.

What's true in New York s also true at
the national level. Democrats need
sharp candidates with honest, doable
ways to reduce the cost of living in

president’s “bigbeautiful blll”wﬂl prob~
ably require cuts to other popular pro-
grammes — such as Medicare or even
Social Security — in the future.

But Democrats must do more than
bash Trump. They also need to come up
with honest answers for the cost of
livingcrisis.

Let's start with New York. Free buses

Mamdani landed on the
single biggest political issue
in the US for the next few

the cost of living

year

of people
ndmg onbuses every day.

Making New York affordable requires
more than slogans. On housing, rather
than a market-distorting rent freeze,
Mamdani would do better toruna com-
prehensive study on outdated laws that
keep good living space off the market
(here, Iagree with the take of the “abun-
dance” crowd).

I have personal experience with this
as a former New York City landlord. A

a ormer Bew rork

America, som thatisaworry even
for those who are solidly middle class.
Mamdani’s support was highest among
people making between $60,000 and
150,000 a year. While cost of lwmg

How the
Catholic Church
views AI's
purpose

Paolo
Benanti

ast summer, leaders repre-
senting 11 global religions,
from eastern faiths including
Buddhism, Hinduism, Zoro-
astrianism and Bahd’i to
Abrahamic religions like Christianity,
Judaism and Islam, gathered in Hiro-
shima, Japan, and signed the Rome Call
for Al Ethics.

Why did the representatives of these
schools of thought, which are some-
times so far apart, sign this appeal
for a humane approach to technology
development? Because they share
concerns about the ways in which
humanity will be affected by artificial
intelligence.

Iwas present at the signing and wit-
nessed an atmosphere of collaboration.
Those present wanted to contribute to
a future in which no technological
innovation could ever be used for mass
destruction.

The moment of change we face is so
profound that we might compare its
opportunities and crises to the Renais-
sance —atime of disorder and transfor-
mation that destabilised the established
order of the medieval world. European
societies shifted from a worldview
centred on Europe and the Catholic
Churchtoaglobal perspective, with new
lands, peoples and resources. Europe’s
religious unity fragmented and a new
economic order weakened traditional
structures.

In the intervening centuries, the
Church has changed its view of technol-
ogy: it is now seen as an agent of social
transformation whose effects must be
‘managed. Technological innovation is

This moment of change
could be compared to the
opportunities and crises
of the Renaissance

perceivedas a factor of social justice and
not as a dogmatic issue. The Church
does not regard Al as a danger (as was
the case with Galileo’s telescope) but itis
prompting faiths to ask themselves once
again what it means to be human and
what man’s place is in this new cosmos.
‘made up of living beings and intelligent
‘machines.

It is therefore our responsibility to
question what AT’s correct use should
be. We are witnessing the birth of anew
set of creeds that are shifting the fron-
tier of the existential horizon. In Silicon
Va]ley, Peter Thiels interpretations of

issues in the city
support populism, more moderate nnd
progressive candidates in other states
arealso runningon affordability.

This argues for flipping the Biden
playbook. The next Democratic presi-
dential candidate wll] have to talk less

windows in my Brooklyn townhouse
were six inches too short — means that
the beautifully renovated garden apart-

ent that I once rented out for half its
market value to offset some of my own

about infla-
tion (and Trump's contribution to it),
d ith solid ideas about how

professor
suggest conflict s inevitable. Elon Musk
promotes so-called post-humanism, in
which humans merge with technology.
Computer scientist Timnit Gebru has
proposed Tescreal — a neologism for
philosophies that imagine a future of
enhanced humans and suggests harm-
ful projects arejustified by the threat of
L Sare]

tomake Americaaffordable again.

rana foroohar@f.com

In the words of the late Pope Francis:
“Wearenotlivingan era of changebuta
changeofera”

Franclss successor has continued to

the i I In

Simon
Case

ike many of his predecessors,
Sir Keir Starmer is discover-
ing that many obstacles to

Why is change so hard to deliver?

nothing to help manage an annual
disability benefits bill at £48bn and ris-
ing fast. Rachel Reeves and Pat McFad-
den, two of this government’s blunter
fiscal disciplinarians, reminded the
public in the days after the rebellion
that someone will have to pick up the
bill for the backbenchers’ stand. And it
can only be the taxpayer o cutsto other
public services that will pay for their

delivering the

there is no alternative,

asked for are hidden deep in the struc-
tures of our unplanned and often ill-
conceived constitutional set-up.

Economic progress, public service
reform and governance improvements
are all becoming fearsomely difficult —
far more than they should be. It leaves
prime ministers in power but not yet in
control — a fair summary of Starmer’s
firstyear.

given
ingto herfiscal rules.

‘When we strip away the political
drama and focus on the problem,
namely the soaring cost of people sitting
outside the nation’s productive work-
force, we see deep-rooted issues in our
society and economy that whoever had
won the last general election would have
had to face. With high debt, high taxes,
high spending on public services and

is rightly stick-

government to unlock growth and
reform public services. And the system
has become a morass of obstacles
tochange.

The UK’s long-held reputation for
highly centralised power when com-
pared with other nations is no longer
accurate. Across our four nations,
an increasing number of English devo-
lution settlements, independent quan-
gos and arm’s length bodies, courts,

In the UK, a dangerous

muddle of powers and

responsibilities should
be a cause for alarm

statutory consultees and the like, block
the palh from what a winning political

This month’s anniversary has
reminded us that, in the UK parliamen-
tary system, a prime minister withouta
functioning Commons majority is in
trouble. Some backbenchers might fecl
pride in derailing the government’s
welfare reforms, but the saga did

the nation’s
fiscal outlook remains grim. The conse-
quences of the crises and shocks we
have faced since 2008, both self-
inflicted and external, mean that
Starmer and his government do not
have the options open tothe last Labour

par atan election to what it
e power.

If you happen to be a business work-
ingat the cutting edge of anew technol-

ladder or a minister wanting to deliver
improvements in public and private
productivity, this status quo is a night-
marish quagmire. And if you believe
that democracy should be upheld,
through a reasonably balanced equation
of change promised and change deliv-
ered, this dangerous muddle of powers
and responsibilities should be a cause
foralarm.
Forall the

electorate, the prime minister will have
to wield axes, sledge hammers and all
manner of tools to, dare I say it, take
back control. He has promised us
abonfireof the quangos, reformed plan-
ninglaws, Al-driven revolutions in pub-
lic services and the health service to put
the consumer rather the provider first.
To make it a reality, he will have to
bebold.

i rocesses need to be

undoubtedly feel about MPs wielding
their right of veto over changes to wel-
fare, at least that veto operated in plain
sight. The more serious problems facing
agovernment that has promised change
isall the veto power hiding away in our
overly complex planning laws, our
highly segmented public services, our
seemingly endless avenues of legal chal-
lenge to public policy and our regula-
tory constructs. The vast majority of

overhauled, public service management.
chains shortened, endless entities must
be brought together and multiple pro-
curement systems made much more
timely to keep up with technological
innovation. Above all else, there needs
tobe accountability in the public sector.
Opinion polls suggest that the public s
sceptical but, whatever your politics, if
you want an economy and public serv-
ices befiting a major power, you should

one of his first speeches, he explained
the meaning behind his decision to
take the name Leo XIV. This was in
reference to Leo XIII, who presided over
the Church in the aftermath of the
industrial revolution and spoke up
against inequality and in support of
workers. Pope Leo has pointed to
the frontier of a new industrial revolu-
tion. Today, it is AL and not assembly
lines, that is driving contemporary
social change.

This year, the Vatican has hosted
executives from Google, Meta,
Anthropic and Palantir at a conference
on AL ethics and corporate governance.

The Church hopes to use its social
doctrine to protect human dignity and
work. This is not a political ideology,
but rather a theological and moral
reflection that arises from the Christian
faith — a set of principles, teachings
and guidelines developed in relation to
the social, economic, political and cul-
tural problems of the contemporary
world. It is not only for Catholics but
shared with the rest of society.

In our modern time of collective
d.lsonenuman the Catholic Church and

the o have been i A 10-
rantly, handed over by parliament over
many years. It has been done without

totalling up the sum of power assigned

ogy, a smaller trying to
fulfil local housing needs, a younger
worker trying to get on the housing

away from our dem-
ocratically accountable politicians.
In order to fulfil his promises to the

asecond year

other

amuch
course. This prime minister — and his
successors — needs to be in power and
in control.

fthose who
formeaning.

The writer isa Franciscan monk, ethics pro-
fessor at the Pontifical Gregorian University

Thewriterisaformer cabi y

tothe Vatican



* FINANCIAL TIMES

Monday 14 July 2025

Upping the temperature

A growing number of fans say
hot yoga is the place to network
© WORK & CAREERS

‘Truthiness’
and why people
love agood
story

Emma Jacobs
Business Life

hat is more satisfying
than a story of triumph
over adversity by
wholesome people? A
takedown. These two
strands came together in a much-
discussed investigation by The Observer
newspaper last weekend into author
Raynor Winn's memoir, The Salt Path,
which was adapted into a film starring
Gillian Anderson and Jason Isaacs.

The Salt Path tells the story of Winn
and her husband Moth, who become
homeless and embark on a 630-mile
journey along the Devon and Cornwall
coast. Nature proved not just
spiritually healing but also physically,
as Moths E

business beyond the publishing
industry, which must be scrutinising its

make-it, start-up culture, telling a tall
tale for i future profits.

fact-checking procedures. After all,
falsehoods are rife in working life. One
recent survey by fraud detection group
Hedd found "67 per cent of large
companies have seen an increase in job
application fraud, attributing the trend
to Al tools being used to enhance or

This is a peculiar moment in history.
It has never been easier to scam —
fraudulent emails can be dispatched in
large numbers and deepfake experts
generated quickly. Itis also easier to
expose falsehoods; anyone can play
armchair detective. There is also a

fabri

Tsuspect the trend in storytelling for
business, which requires entrepreneurs,
bosses and brands to have a narrative,
encourages embellishments, imposing a
simplistic are with a successful ending,
As LSE researchers have pointed out, it
can lead people to exaggerate their
humble origins to sh

reater tolerance for lies as longas a
story has “truthiness”, to use US
comedian Stephen Colbert’s phrase, by
being plausible and resonant.

The same weekend The Salt Path
story broke, I stumbled across an
Instagram account with thousands of
followers in which people told

seemed to improve.

Unbelievable? Well, perhaps. The
couple, whose real names are Sally and
‘Tim Walker, said they lost their home
because of a bad loan made to helpa
friend. But The Observer reported that.
‘Winn had embezzled money from her
employer. The newspaper also
questioned Moth's health condition.

‘The memoirist is taking legal advice.
In a statement this week, she said the
investigation was “grotesquely unfair,
highly misleading”.

This episode has implications for

accomplishments through their own
skill and talent. Like Kemi Badenoch,
leader of Britains Conservative party,
saying working in McDonald’s for three
‘months made her “working class”. Or

stories of
human tragedy, such as entire families
killed in a car crash. How could you
survive such grief, I thought. Except, as
Tlooked closer, I saw the narrators
were Al-generated characters. While

in the fake-ittill-
66 Against a backdrop
of global economic and
political turmoil, ‘The
Salt Path’ investigation
became a viral hit 99

about
the fakery, others seemed moved,
perhaps motivated not by gullibility
but a desire to believe.

Kennem Andersson

goingto digiit because it's not really a
real human being, and other people
simply aren't going to care because the
storyis OK;” he said. Frank Abagnale,
whose own story of deception became
the film Catch Me If You Can, told me
this week: “People want to believe
stories are true, especially if the
character turns out to do something

Lex.

Al models prepare to strut
their stuff on the catwalk

/ > \\// ‘
rom large language models
tolithe, live ones. Swedish
retailer H&M last weel
dropped its first ads
featuring a virtual model;

the “digital twin” of real-life Mathilda

Gvarliani, pictured. “She’s like me,”

coos the flesh-and-blood version,

“without the jet lag”. Jet lag is not the

only thing fashion brands can eschew

by deploying avatars. Artificial
intelligence shreds costs: no need to
dispatch

icture perfect

Instagram followers of virtual
models/influencers (mn)
o 1 2 3

Lil Miquela
Noonoouri
Imma

Aifana Lopez

Shudu Gram

Source: Instagram

Forget months on a diet of coffee and

cigarettes; pioneering Al agency
Lalaland.ai lets brands create a model
in five minutes.

Copyright looms large when the
rights are to your own image. The
EU’s Al Act will require Al-generated
images to be marked as such, while
Denmark plans to give people legal
rights over their own bodies, facial
features and voices; as indeed H&M
says it is domg. But not everyone will

or photographers to exotic locales.
That's attractive for bottom lines,

very positive with his life.” which is helpful given the stresses

It can sometimes seem arbitrary, who l'acmg cnnsumer fashion brands, and
isil i for i d who footprints too.
is not. Whatever the veracity of Winn’s Next, d.lglzl twms could start to

story, she could not have predicted such
attention. Books are not an obvious
choice for anyone wanting to get rich
quick. It also appears random who gets
judged in the court of public opinion.
‘Against a backdrop of global economic
and political turmoil, The Salt Path
investigation became a viral hit.

Yet, if you are found out it may prove
to be the only thing you're remembered

look less like the models and more
like customers. Al-generated
likenesses can be easily manipulated,
perhaps to more closely resemble a
target audience: a little older or alot
curvier. Ultimately, at the ecommerce
end, shoppers will virtually dress
their own likenesses before pressing
the buy button. Fashion is one
industry where Al might genuinely

for, said Abagnale. Despi
working to combat fraud, he said it was
“once a criminal, always a criminal in

the eyes

The truth matters |
the narrative. A couple of years ago, T
asked Hollywood actor Tom Hanks how
he felt about an AT character taking his
place in a film. “Some people are not

added, “notoriety is the worst curse an
individual can experience.”

emma.jacobs@f.com

decades of bea aswellasa
cost saver.
Doppelgingers are harbingers of
me”. While taking “sole doom too, at least for some. Jobs will
for my mistakes.” he disappear and rights eroded. Rank-

and-file models will find jobs drying
up if their preternaturally beautiful
peers have more working days.

just ask the woman
who reckons her voice was scraped
by ScotRail for its boarding
announcements.

Questions over rights may also
change the role of traditional model
agencies. They would still manage
models’ careers and bookings but
also take on licensing arrangements,
much like music publishers. That’s
not a bad business model for the
recipient either, with royalties
flowing through long after blond
Tocks have turned grey.

‘There will be cavils and what are
delicately termed “accidents” of
digital twins appearing where they'd
really rather not. But the real-life
‘popularity of virtual models such as
Lil Miquela and proliferation of AT
‘model agencies shows there’s little
doubt that — like the creation of
synthetic actors and even analysts —
this is another Al sector primed for
XXL growth.
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puzzles —

aver the lact 30 days
— cryptic, Polymath,
Weekend and Snnday

sy

JOTTER PAD

ACROSS

1 Priest on dope and drink in papers,
perhaps (&

5 Pretty Penny and Nick will make love
August 1st! (6)

10 The French Connection? (7)

M Music producer in old automobile visiting
area (7)

12 Drill or try bit of sledgehammer to break
up concrete? (9

13 Predatory flapper mostly keen fo snap up
liberal (5)

15 Tender old females about o get knocked
back (5)

16 Spirit knight put in lager for one starting
first course? (8)

19 Suit maids don affer getting some work
done (8)

20 Take aload off after engineers exam (5)
21 Pressure for all o get one of the five a
day2 )

23 Star originally associated with new
Estonian hit (9)

25 Briefly bristle about shower in The
Apprentice (7)

27 8it of polish on skirt worried cloth rep (7)
28 A meeting place in a street lined with ash?
®

29 Range of prey seen gambolling about (&)

DOWN
1 Select a fortune-felling file, say, for pirate
8)

2 State of haircuts styled by amateurs
primarily (56)

3 Witer getting signature has stuff for star
@

4 _Lists of items one might need for picnics?
6_Informed of confiict in hospital department

(O]

7 You must catch annoyingly evasive variety
of fish

8 Indication of what has happened in tense
confest (5)

9 Non-reactionary sort of peer with
flatulence (53)

1 See a smug tit behaving badly gets a
reckoning? (11)

16 Repartee about one’s in-flight safety
feature (8)

17 Criminal in a rare TV report (9)

18 Sweet comment about chaotic state of
affairs (4.6)

21 Anmem 0] paintings record turned up (5)
s type of church in Dubrovnik (5)
zl. ou (it arnk Bond perhaps shakes
close to bars (5)

26 Beer lacking in colour with no head (3)*
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Marketing effectiveness is about balance. At its most
effective it's the optimal combination of long-term

brand building advertising and short-term sales

activation. That's right, neither one nor the other,
but both. Find out more by scanning the QR code.




