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The world this week
Politics
Oct 16, 2025 12:47 PM



As the ceasefire between Israel and Hamas came into effect, Israeli troops withdrew from parts of Gaza. Israelis celebrated as the 20 remaining living hostages were released from Gaza. Israel freed some 1,900 Palestinians in exchange.

Hamas handed over the bodies of only nine of the 28 dead hostages. Israel's defence minister threatened to limit the flow of aid into Gaza in retaliation for what he said was a "blatant violation" of the deal.

Donald Trump hailed "peace in the Middle East" at a summit in Sharm el-Sheikh for the official signing of the ceasefire. Arab and Western leaders joined him, but neither Israel nor Hamas was present. Israeli troops killed a number of Palestinians in Gaza after the ceasefire. Violence broke out between Hamas and other Palestinian groups, including gangs armed by Israel. Hamas deployed thousands of fighters to patrol the streets and executed people it said had collaborated with Israel. Mr Trump said that Hamas was taking out "a couple of gangs that were very bad" but said that the group must disarm soon or "we will disarm them".
No hard feelings

Cameroon's leading opposition candidate claimed victory in the country's presidential election and called on Paul Biya, the 92-year-old president, to concede. The statement by Issa Tchiroma Bakary, formerly an ally of Mr Biya, complicates the ageing president's plan to prolong his 43-year rule by another term, particularly if enough opposition leaders choose to join Mr Tchiroma. Official results are not due until October 26th.

An elite army unit took power in a coup in Madagascar two days after Andry Rajoelina, the president, fled the country following weeks of protests against poverty and corruption. Michael Randrianirina, a colonel in the unit, appointed himself interim president and dissolved most democratic institutions. He promised elections and a return to civilian rule within two years.

Ashley Tellis, a prominent think-tanker and adviser to the US State Department, was charged with unlawfully retaining documents related to national defence. The FBI found troves of classified records during a search of Mr Tellis's home, the Justice Department said. The 64-year-old was detained pending a hearing due to be held next week. Deborah Curtis, a lawyer for Mr Tellis, told the Associated Press they looked forward to the hearing where they can present evidence.

Many news outlets across the political spectrum rejected a new policy issued by America's Department of War. It requires, among other things, that Pentagon reporters not solicit or publish sensitive materials, even if they are not classified. Journalists from outlets that refused to sign were asked to surrender the badges that give them access to the Pentagon by Wednesday. The Pentagon Press Association said that the measure "gags Pentagon employees". Pete Hegseth, the war secretary, said  that access to the Pentagon was "a privilege, not a right".

A grand jury indicted Letitia James, New York state's Democratic attorney-general, for alleged mortgage fraud. Ms James has denied the charges, claiming they are part of Mr Trump's "political retribution". Last year Ms James successfully sued Mr Trump for financial fraud at his property business. In September this year, the DOJ charged James Comey, a former FBI director whom Mr Trump despises for investigating links between Russia and his presidential campaign of 2016, with perjury.

The shutdown of America's federal government stretched into its third week with no sign of a deal in sight. A judge temporarily blocked Mr Trump's plan to lay off thousands of federal workers during this period, after unions claimed that it was unlawful. 

Meanwhile, Mr Trump signed an order to ensure that members of the armed forces receive pay during the shutdown, instructing Mr Hegseth to use any congressional funds available. 



Emmanuel Macron, France's president, reappointed Sebastien Lecornu as the country's prime minister four days after he resigned from the position. In a speech to the French parliament Mr Lecornu promised to suspend an unpopular pension reform introduced by Mr Macron that raises the retirement age to 64. Mr Lecornu hopes that this will be enough to ensure that he survives two upcoming no-confidence votes.

Mr Trump said he authorised the CIA to conduct covert operations in Venezuela amid rising tensions with Nicolas Maduro, the country's dictator. In a press conference Mr Trump hinted his administration was "looking at" land strikes. Since last month the United States has killed at least 27 people in attacks on small boats off the coast of Venezuela that Mr Trump alleged were carrying drugs. The latest strike on October 14th killed all six people on board. 

Javier Milei, Argentina's president, met Mr Trump at the White House to discuss a further support package to prop up the peso. Mr Trump tied American support to the performance of Mr Milei's party in midterm elections on October 26th, telling reporters "If he loses, we are not going to be generous with Argentina." 

Dina Boluarte was ousted as president of Peru amid political unrest over a rise in crime. Peru's Congress chief, Jose Jeri, was sworn in as her successor and pledged to fight the "war on crime". Mr Jeri, 38, is Peru's seventh president in nine years.

Tommy Robinson, a British far-right activist, said Elon Musk was paying his legal fees in a trial that began on October 13th. Mr Robinson was detained by police under counter-terrorism laws in July: officers say he refused to give them his phone PIN. He has pleaded not guilty and a verdict in the case is due on November 4th.
The fear of God

Chinese authorities detained some 30 Protestant church leaders including the prominent pastor Jin  Mingri in raids across the country. It comes after China's leader, Xi Jinping, reiterated his call for religious groups to be "sinicised".

Afghanistan and Pakistan agreed to a 48-hour ceasefire after dozens were killed in days of border skirmishes. Both countries accuse the other of initiating the attacks, which saw the worst violence between them since the Taliban seized power in Afghanistan in 2021. Pakistan has long accused Afghanistan of harbouring militant groups that pose a threat to its safety. Afghanistan denies this is the case.
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The world this week
Business
Oct 16, 2025 12:46 PM



America threatened China with an extra tariff of 100% and export controls on "critical software" from November 1st, reigniting the trade war between the two countries. President Donald Trump said the measures were in response to new Chinese restrictions on exports of rare-earth minerals, used in high-tech products from smartphones to electric vehicles (EVs). Stockmarkets slumped after Mr Trump's announcement. On October 10th the S&P 500, an index of big American firms, fell by 2.7% (its biggest one-day drop since he unveiled his "Liberation Day" tariffs in April) before recovering some of its losses.

Meanwhile America and China introduced tit-for-tat port fees. America now charges Chinese ships $50 per tonne of cargo to dock at its ports. In return Chinese ports will collect a levy of 400 yuan ($56) per tonne from American ships, as well as those controlled by firms that are more than 25% American-owned. China will increase its fees over the next three years.

The Netherlands took control of Nexperia, a Dutch-based, Chinese-owned firm that makes chips for consumer goods and cars. In 2024 America accused Wingtech, Nexperia's owner, of helping China acquire semiconductor equipment and placed it on a blacklist that makes it near-impossible for American firms to do business with it. Last month America said it would put restrictions on the subsidiaries of blacklisted firms, too. The Dutch government said that, if Nexperia lost its ability to deliver chips, it could pose a risk to "economic security".

Jerome Powell indicated that the Federal Reserve might cut interest rates at its next meeting on October 29th. The Fed's chair warned that "downside risks to employment have risen". The Fed lowered its main interest rate to 4-4.25% on September 17th, its first cut since December 2024.



The price of silver hit a record $53 an ounce, beating the previous nominal high of $49.95 that it reached in 1980. The precious metal's price has risen by more than 80% this year, beating even gold's blistering rally. The surge has been driven by investors seeking protection from inflation, as well as growing industrial demand: silver is used in everything from solar panels to EVs.
Over a barrel

Oil prices slumped after the International Energy Agency, a forecaster, said it expects a surplus of 4m barrels a day in 2026. Brent crude, the global benchmark, fell to $62 a barrel, its lowest level since May.

Shares in LVMH rose by 12.2%, their biggest daily increase since January, after the French luxury group reported that its revenue grew by 1% year on year in the third quarter. LVMH's revenue declined in the first and second quarters of 2024 because of weakening demand from China and American tariffs. European luxury stocks jumped as investors bet on a turnaround for the sector.

Third-quarter profits at American banks soared. Goldman Sachs's profit rose by 37% year on year to $4.1bn; JPMorgan Chase's rose by 12% to $14.4bn. Morgan Stanley's equity-trading division made $4.1bn in revenue, beating Goldman's traders for the first time since 2022. An upswing in mergers pushed earnings from investment-banking fees to their highest since 2021.

A group of firms including BlackRock, an asset-management titan, and Nvidia, America's leading chipmaker, agreed to acquire one of the world's biggest data-centre operators for $40bn. They aim to double the capacity of Aligned Data Centres, which runs nearly 80 sites across the Americas. The deal is the latest in a wave of investments intended to provide extra computing power to run artificial-intelligence models.

HSBC offered to take its Hong Kong-based rival, Hang Seng, private for HK$106bn ($13bn). The British bank already owns around 60% of Hang Seng, which holds a growing number of bad loans because of Hong Kong's ailing commercial-property market. Hang Seng's shares rose by more than 25% following the announcement.

ASML, a Dutch firm that builds advanced chipmaking tools, reported orders worth EU5.4bn ($6.3bn) in the third quarter, exceeding analysts' expectations. It said it did not expect sales to fall next year, despite forecasting a big drop in sales in China. Meanwhile TSMC, Taiwan's leading chipmaker, reported profits of NT$452bn ($15.1bn), an increase of 39% on the third quarter of 2024. Taiwan's economy ministry said China's new controls on rare-earth exports would not affect its chipmaking industry.
Feeling deflated

China's producer-price index, which measures factory-gate prices, fell by 2.3% year on year in September, according to the National Bureau of Statistics. It marks the third consecutive year of falling wholesale prices since October 2022.
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The world this week
The weekly cartoon
Oct 16, 2025 02:21 PM



Dig deeper into the subject of this week's cartoon:

The America v China spat reveals a dangerous dynamic
Donald Trump and Xi Jinping: both weaker than they think
America and China return to fierce trade conflict

The editorial cartoon appears weekly in The Economist. You can see last week's here.




This article was downloaded by calibre from https://www.economist.com/the-world-this-week/2025/10/16/the-weekly-cartoon



	Previous
	Articles
	Sections
	Next





    
      
        
          	
            The world this week
          
          	
            Sections
          
          	
            Letters
          
        

      

      Leaders

      
        The rich world faces a painful bout of inflation
        Everyone is Argentina :: Governments are living far beyond their means. Sadly, inflation is the most likely escape

      

      
        Brute force is no match for today's high-tech drug-runners
        Next-gen narcos :: They are more inventive and adaptable than ever

      

      
        The America v China spat reveals a dangerous dynamic
        Mutually assured disruption :: A balance of economic terror is no basis for stability

      

      
        First Brands is a painful but necessary warning for Wall Street
        Crash testing :: Lessons from a $10bn panic on the prairie 

      

      
        Why Trump is looking the wrong way in the Arctic
        Half-baked Alaska :: Forget Greenland; worry about Alaska

      

      
        
          	
            The world this week
          
          	
            Sections
          
          	
            Letters
          
        

      

    

  
	
	Articles
	Sections
	Next



Everyone is Argentina
The rich world faces a painful bout of inflation
Governments are living far beyond their means. Sadly, inflation is the most likely escape
Oct 16, 2025 03:03 PM



JUST ABOUT everywhere you look in the rich world, government finances are in ruins. France, as its debt mounts, is getting through prime ministers faster than Versailles went through wigs; on October 14th Sebastien Lecornu, the latest, proposed delaying an increase to the retirement age that was meant to restore sanity to the budget. In Japan both rival candidates for prime minister want to splash out, despite their country's vast debts. Britain faces big tax rises to plug a hole in its budget, after welfare reforms were mostly abandoned--and despite a supposed once-and-for-all tax rise last year. Looming over everything is America's unsustainable deficit of 6% of GDP, which President Donald Trump muses about adding to with yet more tax cuts.

How long can governments live so far beyond their means? Rich-world public debt is already worth 110% of GDP;  before the covid-19 pandemic, it had been so high only after the Napoleonic wars. Then, Britain ran almost a century of tight budgets to pay back its creditors. Yet, as our special report explains, politicians today struggle to balance the books.

They cannot avoid rising interest bills and higher defence spending; ageing populations exert an irresistible electoral pressure to hand over more cash. Tax rises are just as hard. In Europe government revenues are already high; in America taxes are a ticket to electoral defeat. Only once in the era of universal suffrage has a G7 economy achieved a big fall in debt primarily by tightening its belt: Canada starting in the 1990s, at the height of the technocratic era. Do not bet on anyone repeating the trick today.

You might hope that productivity growth, powered by artificial intelligence (AI), would relieve the state of difficult budget choices. But that would be wishful thinking. Countries tend to grow their way out of debt because their workforce is increasing or they are small and catching up with other economies. Breakthrough technologies like AI are different. Pensions and health-care spending tend to rise with incomes: in big welfare states they will surge along with productivity. So too, say standard economic models, will interest rates. If AI has miraculous effects on growth, today's exorbitant spending on data centres and chips will become even bigger. This will lift interest rates, making legacy debts more expensive to service and offsetting the fiscal windfall that comes from faster growth.

It is therefore increasingly likely that governments will instead resort to inflation and financial repression to reduce the real value of their high debts, as they did in the decades after the second world war. The machinery for such a strategy is in place at central banks, which have a large footprint in bond markets. Already, populists such as Mr Trump and Nigel Farage in Britain attack their country's central banks with proposals that would weaken the defences against inflation.

Price rises are unpopular--just ask the hapless Joe Biden--but they do not need political support to get going. Nobody voted for them in the 1970s or in 2022. When governments cannot get their act together, and run economic policies that are unsustainable, bouts of inflation just happen. By the time markets wake up, it is too late.

All the more reason to think ahead and reflect on how inflation harms the economy and society. It redistributes wealth unfairly: from creditors to debtors; from those with cash and bonds to those who own real assets such as houses; and from those who agree on contracts and wages in cash terms to those wily enough to anticipate higher prices. It causes what John Maynard Keynes called an "arbitrary rearrangement of riches". And that could happen just as societies are grappling with other transfers of wealth that the losers will also see as unfair: in the labour market, as AI takes on routine office work; and through inheritance, as baby-boomers bequeath vast property wealth to those lucky enough to have the right parents.

This multipronged upheaval of fortunes could  wreck the middle class, which binds democracies together, and scramble the social contract. In the 20th century Argentina, plagued by inflation, went from being one of the world's richest young countries to a middle-income economy that lurched from one crisis to the next. The competition that raged in Buenos Aires was not over who could innovate or be the most productive, but over who could capture the state and exploit its power to help them avoid inflation's confiscatory effects. That is the future for places where leaders deny or avoid budget constraints in their pursuit of redistribution. A decade ago this newspaper urged emerging markets like Brazil and India to heed the parable of Argentina. Today our warning is for the world's richest economies.

Yet that downward spiral is not inevitable. The sustained price rises of the 1970s also led to the election of Ronald Reagan and Margaret Thatcher, who saw sound money as central to the pact between the state and the citizen. They established an orthodoxy which said that, if public debts were to be honoured, then they also needed to be justified and sustainable. The Federal Reserve waged a war on inflation that established the credibility of independent central banks for a generation. This technocratic model spread. The decline of inflation in most emerging markets since the 1990s has been miraculous. Even the beleaguered Javier Milei may yet enable Argentina to thrive.
A fork in the road

Which path will the rich world take--ruinous or prudent? In many countries populists will be in power as the budget crunch hits. Perhaps they will be blamed for the mess, raising the possibility of a return to sound budgeting. Everywhere, a coalition of cash-savers and bondholders will oppose inflation. Whether their voices are heard is likely to be determined by a series of clashes between the bond markets and the politicians, some of which could turn ugly.

If the world emerges with lower debts and conscious of the dangers of excessive borrowing, a renewal of sorts is possible. The alternative would be for the world's most important economies to descend into chaos. #

For subscribers only: to see how we design each week's cover, sign up to our weekly Cover Story newsletter.
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Next-gen narcos
Brute force is no match for today's high-tech drug-runners
They are more inventive and adaptable than ever
Oct 16, 2025 03:03 PM



HELLFIRE MISSILES used to strike terrorist hideouts in the mountains of Afghanistan. Now they rain down on the sparkling waters of the Caribbean. Small boats and their crews, alleged drug-traffickers, are incinerated. On October 15th videos of the latest strike, the fifth in recent weeks, went viral on social media. President Donald Trump is prosecuting a new war on drugs with the deployment of military force and unprecedented violence. He talks of attacking Venezuela, whose president, Nicolas Maduro, he calls a "narco-terrorist". The template is the war on terror. The trouble is that Mr Trump is chasing a new narcotics industry which is more innovative and nebulous than ever.

America's president has identified a grave problem for the world, and his country in particular. The consumption of illicit drugs--particularly cocaine and synthetic opioids like fentanyl, often in combination--kills roughly 600,000 people every year. Many of those deaths are from opioid overdoses. These occur disproportionately in the United States, where people fall victim at about ten times the rate in the rest of the world.

Cocaine and synthetic opioids generate staggering profits. A kilogram of cocaine might fetch 120 times its laboratory-door costs; for synthetics like fentanyl the figure is closer to 1,000. The fight to own those profits causes another 100,000 deaths each year. The cashflows corrupt weak states, ruining the economic prospects of tens of millions of their citizens. And the problem is growing. Consumption is booming in Europe and rising fast even in Africa and Asia. When traffickers carve out new routes to serve new markets, violence and death follow.

As we report, surging demand and those huge profits are powering a revolution in drug-sellers' way of doing business. Forget Pablo Escobar. His style of command and control, with vertically integrated operations linking Andean coca-leaf farms to the streets of Miami, has been replaced by fluid, competing networks of specialist subcontractors. Big brand-name gangs often own the drugs, but they operate only one part of the chain. The rest belongs to logistics experts, thugs-for-hire, chemists, brokers who trade precursors and digital financiers. The profits are recycled by cross-border Chinese money-laundering groups with expertise in cryptocurrencies.

This distributed and outsourced model is adaptive and resilient. Its specialisation favours innovation--witness the narco submarines crossing the Pacific packed with drugs. Changing routes is easy. If one way is blocked, gangs simply use a different subcontractor somewhere else. The result is that trafficking and violence spread quickly and widely.

Apparently immune countries have come under threat from the trade. In sleepy Uruguay traffickers recently attacked the public prosecutor's home. Gang violence is surging in some European port cities, such as Antwerp. In the Pacific, on the expanding route to Asia, Fiji has called in the armed forces to fight drug-smugglers. The layering of contracts makes it much easier for bent politicians and business people, known as "invisible narcos", to take a role in the trade. For every case in which this is uncovered, scores more remain hidden.

The most effective single way to reduce the death, violence and corruption would be to legalise and regulate the production and consumption of cocaine. This would eliminate the price premium that motivates the world's most violent criminals. Consumers could be sure of dosage and quality--an incentive to shun dangerous illegal concoctions. Prisons would be emptier and the criminal-justice system could focus on deadlier synthetics. Alas, in most consuming countries neither voters nor politicians are interested.

That limits governments to a set of weaker tools. On the demand side, addiction programmes and public-health campaigns pay back twice. They lower drug deaths and harm, and cut demand. That is important. Without such cuts, reducing the supply by, say, eradicating fields of coca plants, just pushes up the price. And that calls forth more supply.

On the supply side, although pulverising small boats in the Caribbean is popular with Mr Trump's supporters, it is almost certainly illegal and ultimately unlikely to make much difference. Little of the hard drugs brought to the United States come via the Caribbean, as they did in Escobar's day. Any that do can easily be rerouted up the Pacific coast. Destroying boats does not much raise drug-owners' costs.

Instead, governments should focus on gathering intelligence about every link in the trafficking networks and then prosecuting each of them--especially the most powerful. Bombs may scare boat crews, but the paymasters worry about the police appearing at their infinity pool, or freezing their accounts. Investigators must expose the financiers and white-collar enablers. As they raise the cost of doing business, the incentives change, especially if demand is squeezed, too.

This is a task for intelligence officers, police and prosecutors, not the army. Traffickers are entangled with cops, prosecutors, judges and politicians, particularly in Latin America, so infiltration by the villains will be a growing danger. Gangs these days run their own candidates in Mexico's local elections. Peru's parliament has passed a series of laws that protect criminals and cripple investigations. Weak states in the Pacific, Asia and Europe are also at risk.
Post-Pablo

However, there are also glimmers of hope. Fighting fentanyl in Mexico, the Trump administration mostly uses an intelligence-led approach. It is also urging China to scrub its laundering networks. Elsewhere America's method is less effective. It has imposed sanctions to settle political scores in Brazil, while letting politicians accused of corruption back into its banking system and gutting money-laundering laws at home. Without legalisation, the fight against illicit drugs is uphill. If the immense harm they cause is to be reduced, Mr Trump will have to shift his strategy to reflect the new narconomics--no matter how dramatic Hellfire strikes look on TikTok. #

Subscribers to The Economist can sign up to our Opinion newsletter, which brings together the best of our leaders, columns, guest essays and reader correspondence.
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Mutually assured disruption
The America v China spat reveals a dangerous dynamic
A balance of economic terror is no basis for stability
Oct 16, 2025 04:04 PM



"DON'T WORRY about China, it will all be fine!" President Donald Trump posted on social media on October 12th, days after threatening retaliation for Beijing's new export controls on batteries and rare earths. Don't worry, world, it will all be fine, China's Ministry of Commerce had said, roughly speaking, in a press briefing a day earlier, emphasising how its rules would have a "limited" impact on supply chains.

Many accept these assurances. Markets fell after Mr Trump's initial angry reaction, but have recovered. Observers assume that Mr Trump will butter up his Chinese counterpart, Xi Jinping, supposing that the two meet as planned on October 29th ahead of a summit in South Korea. But even if a truce is re-established, their latest spat is disturbing.

It shows that Mr Trump is happy to contemplate triple-digit tariffs on one of America's biggest trading partners. Many investors and, it seems, Chinese officials do not believe his threats. It is true that the president is sensitive to financial markets, and that he backed down earlier this year. But he hates appearing to be pushed around. At some point, he may decide that enough is enough.



As in his first term, Mr Trump could switch from a dealmaker to a China-basher, with more dangerous results. America's president has threatened to cripple China's semiconductor industry by withholding critical software. Hawks in his team talk of sanctions against Chinese tech and financial firms. For its part, China has scope to harry American firms, as shown by its new investigation into Qualcomm, an American chipmaker.

The latest rupture also demonstrates that America and China still misunderstand each other. Scott Bessent, America's treasury secretary, says China's economy is in a depression. Its growth is indeed soft, but that is not because of tariffs. In the 12 months to September China's goods exports grew by 8%, as sales to other markets replaced those to America. The White House is furious that China introduced its new rules weeks before their leaders' planned meeting in South Korea. China counters that America broke the ceasefire when it modified its export controls in a way that could have blacklisted thousands of Chinese firms.

Even if China's new rules were partly retaliatory, they have raised the stakes. Its battery-makers, the world's best, will need permission to share many products, ingredients or kit with foreigners. Firms in foreign countries, outside China's jurisdiction, will need a licence to export products with trace amounts of Chinese rare earths.

Mr Trump hopes to persuade Mr Xi to abandon these controls. He will be disappointed. They are part of China's effort to build a regulatory framework for its best economic weapons. China has offered an olive branch by suggesting it will implement its rules with a light touch. But that rings hollow. Bureaucrats at its commerce ministry, who will sign off on licences, will fear appearing soft. China will have a tool to raise or lower the pressure as needed.

The hope is that neither side really wants to have a trade war. The world's two biggest economies depend on each other. Yet that also means they have the ability to inflict grievous harm on each other. America has long had limits on semiconductor exports; China now has more control over rare earths. The threat of mutually assured disruption is hardly a good basis for relations. It is inherently unstable; both China and America have a chokehold, but both are wriggling to break free. The behaviour of each causes its rival to tighten its grip--a cycle that, for now, seems destined to get worse. #

Subscribers to The Economist can sign up to our Opinion newsletter, which brings together the best of our leaders, columns, guest essays and reader correspondence.
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Crash testing
First Brands is a painful but necessary warning for Wall Street
Lessons from a $10bn panic on the prairie 
Oct 16, 2025 03:03 PM



IN COURT THE firm's lawyer described it as tremendous. That may have been true once, but today First Brands is a disaster. On October 13th Patrick James, its chief executive, resigned; America's Department of Justice is poring over its accounts. Exactly how the small Ohioan maker of windscreen-wipers and spark plugs borrowed more than $10bn is not yet fully understood. Already, though, the firm's rapid collapse in September, and the fallout since, has shocked Wall Street.

This time, America's financial system was strong enough to cope. But there are reasons to worry about what could happen next time. The First Brands debacle shows why.

First Brands is hardly a capital-markets backwater. Look at the roll call of institutions affected by its blow-up. Shares in Jefferies, which had raised money for the company, fell by a fifth as the investment bank disclosed its losses. A fund owned by UBS, which the Swiss bank had been in the process of selling, is exposed to the firm's debt. So is an entity connected to Norinchukin, a Japanese farmers' bank, and Millennium, a hedge fund in New York.

However, investors have become complacent. First Brands' borrowing against inventory and money owed to it by customers looks excessive. True, such "receivables" are difficult to monitor; lawyers are also investigating whether it borrowed against the same assets more than once. Yet First Brands would be far from the only meltdown to occur as a result of problems with this sort of credit. The collapse in 2021 of Greensill Capital, a financial-services company based in Britain that made similar loans, ought to have put investors on their guard.

Worse, investors also failed to spot the danger signs in more straightforward corners of First Brands' business. Most of the debt is ordinary by the standards of modern capital markets, and the firm should have been heavily scrutinised. Loans were arranged by respectable banks and rubber-stamped by accountants, lawyers and rating agencies. The risk was then held by various funds charging investors fees on the basis of careful diligence they claim to perform. Such investors appear to have been in a rush to lend. Their lax behaviour is a warning that markets are overheating.

Most worrying, First Brands illustrates the difficulty of tracking risk in the financial system. Sweeping changes to credit markets since the financial crisis of 2007-09 have made diligence harder. First Brands' creditors range from complex financial structures such as collateralised-fund obligations and business-development companies--which hold risky loans--to all manner of hedge funds and trade-finance lenders.

The diversity of the financial system has its strengths. Had First Brands' creditors been exclusively banks, they might have been vulnerable to runs by their depositors. But rapid changes have obscured the role played by each firm. Alarm over First Brands was raised when Apollo, a giant lender and insurer, reportedly took a short position against its debt. Risk-taking by banks has been curtailed since the financial crisis, yet UBS and Jefferies house risky funds that suffered. Millennium, better known for trading stocks and government bonds, took a $100m loss by financing First Brands' inventory.

The combination of all these factors appears to be leading to more collapses. Bonds issued in December by Saks, a department store, have already been restructured. The fall last month of Tricolor, which makes car-loans, was also troubling. So far markets are weathering the loss of confidence. Indeed, the struggling share prices of business-development companies and private-market firms, which compete with bond markets and bank lending to finance companies, are the first sign that investors are waking up. The hope must be that other institutions now pay closer attention, too. #

Subscribers to The Economist can sign up to our Opinion newsletter, which brings together the best of our leaders, columns, guest essays and reader correspondence.
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Half-baked Alaska
Why Trump is looking the wrong way in the Arctic
Forget Greenland; worry about Alaska
Oct 16, 2025 04:04 PM



SINCE 2020 foreign military aircraft have buzzed North American airspace 95 times. Of these incursions in the "air-defence identification zone", 91 were in the north-west, around Alaska. Russia and China are probing Arctic regions near Alaska ever more intensely, with everything from Chinese dual-purpose research ships (five visits this year) to joint patrols by Chinese and Russian coastguards, navies and air forces. A special shock was the appearance last year of Chinese and Russian nuclear-capable bombers.

Remote and forbidding, the Arctic has been a region of diplomatic tranquillity. Now it is the flashpoint of geopolitical rivalries and, as in the cold war, fast becoming a zone for potential confrontation. The shortest routes for nuclear missiles and bombers from Russia and, increasingly, China, pass mostly over the top of the world. In contrast to the cold war, the contest is also economic, as the ice cap melts. This year's minimum ice cover was 39% less than in 1980. Global warming will draw more shipping, mining, fishing and tourism into the Arctic.

President Donald Trump says he is alarmed about security there. He says that is why America must take Greenland from Denmark and why he trolls Canada, his northern neighbour, with talk of making it America's 51st state. Mr Trump is looking the wrong way. America's gravest security threat in the Arctic emanates not from the Atlantic side around Greenland, but from the Pacific side, around the approaches to Alaska. Worse, his delusions about imperial expansion, whether for land or minerals, deflect attention from that threat.

America has much to do to make its north-western flank secure. Although it has lots of advanced fighters and other forces in Alaska, its surface fleet doesn't venture into the Arctic. Its coastguard has just two icebreakers in the area, compared with Russia's 40 or more. The nearest American deepwater port to the Bering Strait, a vital passage, is more than 700 nautical miles (1,296km) to the south. Air bases sit far back. To intercept planes in the air-defence identification zone, American fighters must often fly 1,500 nautical miles or more, refuelling repeatedly in mid-air. That is like taking off from London to check on a plane over Tenerife.

America needs better infrastructure. It should rebuild its disused base on Adak and refurbish the current one at Shemya, both in the Aleutian Islands. It should also expand the airport at Deadhorse in the north and accelerate improvements to the port at Nome near the Bering Strait. It gains from knowledge about the changing Arctic. Mr Trump's cuts to research on climate change are self-defeating.

Mr Trump has taken some useful steps. The proposed Golden Dome missile-defence shield will, if it does nothing else, improve awareness of incoming threats. He has just struck a deal with President Alexander Stubb of Finland to buy icebreakers. Yet this welcome example of "ally-shoring" in defence production is an exception. Too often, Mr Trump alienates allies rather than working with them. NATO members make up seven of the eight countries bordering the Arctic--Russia is the eighth. Allies help defend against rising Russian threats on the Atlantic flank of the Arctic. That makes it easier for America to fend off China and Russia on the Pacific side.

In the Arctic the case is clear-cut. Allies are a boost, not a burden. Mr Trump's dream of an Arctic manifest destiny in Greenland and Canada is manifest folly: it will lead allies to suspect that danger in the Arctic comes not only from Russia and China, but also from America itself. #

Subscribers to The Economist can sign up to our Opinion newsletter, which brings together the best of our leaders, columns, guest essays and reader correspondence.
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A selection of correspondence
Should wealth be taxed?
Also this week, extremism on social media, splitting investments, lift operators, Kevin Keegan, opera singers
Oct 16, 2025 12:46 PM



Letters are welcome via email to letters@economist.com
Find out more about how we process your letter

Luxury beliefs

Free exchange put forward elegant arguments about why wealth shouldn't be taxed (October 4th). But the objections to a wealth tax were weak. The "durability" observation, that public support for the tax may change, could be true of any policy and is hardly a reason for inaction. The "utility" point sets up a false test. A wealth tax does not need to raise enough money to offset required cuts elsewhere to be worthwhile. If it can soften those cuts economically and signal shared sacrifice, it serves a useful purpose.

And the claim of "naivety", that people don't understand that the wealth tax could ultimately become punitive, is a generic, slippery-slope warning. Actually, if a tax works and proves popular, then expanding it may in fact be desirable.

Sky Lee
Singapore

You listed the failures of wealth taxes in the past. But the economy of the future will be different. As machines and AI come to do more work and humans less, income will flow ever more to capital rather than labour. Fairness aside, a widening inequality and wealth gap is not sustainable. If redistribution does not come through policy, it will arrive in less polite ways. History suggests that when wealth concentrates too heavily it eventually gets redistributed, sometimes by legislation, sometimes by revolution. A wealth tax may be a blunt instrument, but it is cheaper and safer than pitchforks and guillotines.

Lucas Flynn
Cherry Hill, New Jersey

I am not exactly sure why your rather compelling analysis of the flaws of wealth taxes does not also apply equally to property taxes. The one obvious difference is that real property cannot easily be moved to a Swiss bank. Wealth tax, property tax, unrealised capital gains; all are taxes on assets that one day could be, but are not now, liquid and spendable.

Andrew Wilson
Portland, Oregon

Ten Years After had a hit song in 1971 with "I'd Love to Change the World". The lyrics included the line, "Tax the rich, feed the poor, 'til there are no rich no more." Interestingly, the song did not say 'til there are no poor no more. One problem with wealth-tax proposals is that they are more focused on eliminating the rich than actually feeding the poor. And on that point, the chorus of that song is also telling: "I'd love to change the world, but I don't know what to do, so I'll leave it up to you." Enough said.

Paul Greenberg
Brookline, Massachusetts

Threatening messages

Sir David Omand rightly highlighted the need to strengthen social cohesion in the face of extremism (By Invitation, October 11th). Yet he sidestepped the algorithmic elephant in the room, which is the very architecture of social-media platforms. Outrage, division and amplification on the extremes are not incidental to the business models of Facebook, TikTok or X, they are the business model. It is not enough to appeal to individual restraint or civic virtue. As long as engagement-driven algorithms remain optimised for fury, the public sphere will continue to erode beneath us. The real task ahead is not merely to teach users to "pause and reflect" before posting, but to ensure that the platforms that shape public discourse are subject to democratic oversight and transparency.

Oliver Bott
Stromberg, Germany

Spread your bets

The 25/25/25/25 investment portfolio described by Buttonwood as "eccentric" (October 4th) is, in fact, a special case of an ancient and surprisingly durable rule: invest 1/N in each of the N available assets, in other words split your total investment equally among all your assets. The principle goes back at least to the 4th century, when Rabbi Issac bar Aha advised that wealth should be divided equally into land, merchandise and cash.

Modern investors follow it, too. In an article for the American Economic Review in 2001, Shlomo Benartzi and Richard Thaler showed that participants in defined-contribution savings plans often allocate their wealth this way, regardless of how many of the funds are equity or bond funds. And in our "Optimal Versus Naive Diversification" for the Review of Financial Studies in 2009, we found that 1/N often beats sophisticated mean-variance strategies, including those pioneered by Harry Markowitz and Robert Merton. That is because the difficulty of forecasting expected returns swamps any theoretical gains from optimisation.

What Harry Browne, an investment adviser, grasped in the 1980s, long before quants admitted it, is that simplicity provides robustness. By refusing to lean on fragile forecasts, equal-weighted portfolios hedge against our inability to know the future. Browne's "permanent portfolio" is not an eccentric curiosity; it is merely another reminder of those rules in finance.

Raman Uppal
Professor of finance
EDHEC Business School
Lorenzo Garlappi
Victor DeMiguel
London



No lift for job growth

Your article on the economics of self-driving taxis was overly optimistic in its prediction that new technologies raise overall demand and so can limit job losses ("Way more", October 4th). Robotaxis will create more work for taxi drivers, you said. The history of another technology offers a differing view. A paper published in 2017 by Robert Atkinson and John Wu showed that when automatic (or self-driving) elevators spread in use in the 1920s, elevator operators did not vanish at once. Rather their numbers grew, peaking at 114,473 in the 1950s and only then falling through the following decades, shrinking to almost zero by 1990 (though some luxury buildings still retain an operator). In that instance technology expanded demand for a service, but eventually eliminated an occupation.

If you're not convinced, just ask your building's elevator operator.

WILLIAM STEPHENSON
Montreal

He'd love it

Bagehot (September 27th) omitted the most obvious thing Sir Keir Starmer, Britain's prime minister, has in common with Kevin Keegan, a legendary footballer and manager. Mr Keegan's Newcastle United team during the 1995-96 season were known, with good reason, as The Entertainers (they should have been champions that year). Mr Starmer's front-benchers are every bit as entertaining, albeit for all the wrong reasons.

PETER CAIN
Trier, Germany

Tone determines the role

Regarding your piece on whether Dietrich Fischer-Dieskau or Luciano Pavarotti was the better singer, bear in mind that the heroic tenor always gets the girl and also probably a heroic end ("Pitch battle", September 27th). The light tenor only gets to be a servant or a sneaky creep, such as Mime in "The Ring of the Nibelung". A baritone/bass gets to be the villain, the king or the faithful friend.

Murray Marshall
Salisbury, Wiltshire

Genius is often ridiculed

You gave advice on "How to spot a genius" (September 27th). Jonathan Swift provided the answer more than 300 years ago: "When a great genius appears in the world you may know him by this sign; that the dunces are all in confederacy against him."

Avinash Dixit
Princeton, New Jersey
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A meltdown like no other?
Gita Gopinath on the crash that could torch $35trn of wealth
The world has become dangerously dependent on American stocks, writes the former IMF chief economist
Oct 16, 2025 12:54 PM



THE AMERICAN stockmarket has see-sawed lately amid a flare-up in trade tensions, but remains near its all-time high. The surge, fuelled by enthusiasm around artificial intelligence, has drawn comparisons to the exuberance of the late 1990s that culminated in the dotcom crash of 2000. Though technological innovation is undeniably reshaping industries and increasing productivity, investors have good reasons to worry that the current rally may be setting the stage for another painful market correction. The consequences of such a crash, however, could be far more severe and global in scope than those felt a quarter of a century ago.

At the heart of this concern is the sheer scale of exposure, both domestic and international, to American equities. Over the past decade and a half, American households have significantly increased their holdings in the stockmarket, encouraged by strong returns and the dominance of American tech firms. Foreign investors, particularly from Europe, have for the same reasons poured capital into American stocks, while simultaneously benefiting from the dollar's strength. This growing interconnectedness means that any sharp downturn in American markets will reverberate around the world.

To put the potential impact in perspective, I calculate that a market correction of the same magnitude as the dotcom crash could wipe out over $20trn in wealth for American households, equivalent to roughly 70% of American GDP in 2024. This is several times larger than the losses incurred during the crash of the early 2000s. The implications for consumption would be grave. Consumption growth is already weaker than it was preceding the dotcom crash. A shock of this magnitude could cut it by 3.5 percentage points, translating into a two-percentage-point hit to overall GDP growth, even before accounting for declines in investment.

The global fallout would be similarly severe. Foreign investors could face wealth losses exceeding $15trn, or about 20% of the rest of the world's GDP. For comparison, the dotcom crash resulted in foreign losses of around $2trn, roughly $4trn in today's money and less than 10% of the rest of the world's GDP at the time. This stark increase in spillovers underscores how vulnerable global demand is to shocks originating in America.

Historically, the rest of the world has found some cushion in the dollar's tendency to rise during crises. This "flight to safety" has helped mitigate the impact of lost dollar-denominated wealth on foreign consumption. The greenback's strength has long provided global insurance, often appreciating even when the crisis originates in America, as investors seek refuge in dollar assets.

There are, though, reasons to believe that this dynamic may not hold in the next crisis. Despite well-founded expectations that American tariffs and expansionary fiscal policy would bolster the dollar, it has instead fallen against most major currencies. Although this does not mark the end of the dollar's dominance, it does reflect growing unease among foreign investors about the currency's trajectory. Increasingly, they are hedging against dollar risk--a sign of waning confidence.

This nervousness is not unfounded. Perceptions of the strength and independence of American institutions, particularly the Federal Reserve, play a crucial role in maintaining investor confidence. Yet recent legal and political challenges have cast doubt on the Fed's ability to operate free from external pressures. If these concerns deepen, they could further erode trust in the dollar and American financial assets more broadly.

Moreover, unlike in 2000, growth faces strong headwinds, whipped up by America's tariffs, Chinese critical-mineral export controls and growing uncertainty about where the global economic order is heading. With government debt levels at record highs the ability to use fiscal stimulus, as was done in 2000 to support the economy, would be limited.

Compounding the situation, and adding to the overall risk, is the escalation of the tariff wars. Further tit-for-tat tariffs between America and China would damage not just their bilateral trade but global trade too, as almost all countries are exposed to the world's two largest economies via complex supply chains. More generally, avoiding chaotic or unpredictable policy decisions, including those that threaten central-bank independence, is critical to prevent a market collapse.

Meanwhile, it is important for the rest of the world to generate growth. The problem is not so much unbalanced trade as unbalanced growth. Over the past 15 years productivity growth and strong returns have been concentrated in a few regions, primarily America. As a result, the foundations of asset prices and capital flows have become increasingly narrow and fragile.

If other countries were able to strengthen growth, that would help redress the imbalance--and place global markets on a firmer footing. In Europe, for instance, completing the single market and deepening integration could unlock new opportunities and attract investment. This year's Nobel laureates in economics provide a valuable recipe for innovation-led growth. There are encouraging signs that capital is beginning to flow back into emerging markets and other regions. However, this trend may stall unless those economies can show they are able to generate consistent growth.

In sum, a market crash today is unlikely to result in the brief and relatively benign economic downturn that followed the dotcom bust. There is a lot more wealth on the line now--and much less policy space to soften the blow of a correction. The structural vulnerabilities and macroeconomic context are more perilous. We should prepare for more severe global consequences.#

Gita Gopinath is the Gregory and Ania Coffey Professor of Economics at Harvard University. She was the first deputy managing director of the IMF from 2022 to 2025 and its chief economist from 2019 to 2022.
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Of passion fruit, narcosubs and stablecoins
The traffickers are winning the war on drugs
New decentralised networks are even harder to disrupt than the hierarchical gangs they have replaced 
Oct 16, 2025 12:57 PM | BRASILIA, CARTAGENA and LIMA



THERE WAS nothing obviously amiss, even when inspectors began opening the tubs of passion-fruit pulp about to be shipped out of Callao port in Peru. A chemical test for illicit substances did not produce a red flag. Yet mixed into the sticky gloop was roughly nine tonnes of cocaine. It had been chemically masked to thwart testing kits, explains General Nilton Santos Villalta, the head of Peru's anti-narcotics police. Only once the shipment had reached its final destination, in Belgium, would the traffickers have reversed the process and extracted anything that could easily be identified as cocaine.

Neutralizados, as Peruvians call such disguised drugs, are a growing scourge. In Cartagena port, in Colombia, cocaine has been found infused into recycled plastic, mixed into ground coffee and dissolved inside hundreds of carefully resealed coconuts. Such stashes can evade detection not only by chemists, but also by the giant X-ray scanners that are used to hunt for drugs at many container ports. And it is not just smuggling methods that are evolving fast: the entire drugs business is changing in ways that are making it even harder to stem the flow of narcotics around the world.

Global production, seizures and consumption of cocaine are all at record highs, despite 50 years of the war on drugs--a fight that President Donald Trump is now intensifying by bombing alleged Venezuelan smuggling-boats in the Caribbean . This is in part because prohibition makes a cheap commodity, cocaine, enormously lucrative. When it can fetch on the street in Europe 125 times what it does at the laboratory door in Latin America, someone will always be willing to fight to sell it, often literally.

Over the past 15 years the business has evolved rapidly. Whereas drug gangs used to be vertically integrated, with a single kingpin supervising production, transport and distribution, they now rely heavily on outsourcing. This more fragmented, distributed system, in turn, has fuelled specialisation and innovation. Traffickers no longer focus almost exclusively on the United States: smuggling has gone global. The result is a system that is more dangerous to the world and more difficult to disrupt.

Estimating global cocaine sales is, naturally, extremely hard. Global Financial Integrity, a think-tank, valued the market at between $84bn and $143bn in 2014, making it a bigger business than chocolate. Whatever the true figure in 2014, it is now higher: cocaine production (which is easier to track) has more than tripled since.
Painful blow

That partly reflects cocaine's spread. Demand in America remains high, but has stagnated with the rise of fentanyl and other drugs. Cocaine consumption in Europe, however, is thought to have risen by 60% in the decade to 2022. In 2023, for the seventh year in a row, seizures in Europe hit a record. It is probably a bigger market now than the United States.

Australia seems to consume more cocaine per person than any other country. Snorting is also on the rise in Asia, where seizures grew five-fold between 2013 and 2023. Consumption has soared in Latin America, too: Brazil may be the second-biggest single-country market (see map).



This globalisation has been driven by traffickers chasing high prices. In America a kilo of wholesale cocaine is worth about $30,000 but in western Europe it fetches between $39,000 and $45,000. (Retail prices are more exorbitant still.) Even higher prices are now prompting traffickers to target Asia and Australia. In Hong Kong a kilo goes for $65,000 and in Australia it can reach over $250,000.

As it has globalised, the industry has been transformed. Whereas Colombian and Mexican kingpins used to try to monopolise every facet of the business, from the coca farm to the nightclub bathroom, even today's biggest gangs, such as the Sinaloa and Jalisco New Generation cartels in Mexico, First Capital Command (PCC) in Brazil and the 'Ndrangheta, an Italian mafia, often directly operate only one part of the supply chain. Drug trafficking is instead a fluid network of subcontractors and service-providers, including chemists, hitmen and money-launderers. Each service-provider charges a fee. Sometimes big outfits, such as the PCC, try to integrate more tightly, pushing service-providers into semi-permanent alliances. Yet often these freelancers work simultaneously for several gangs or for white-collar investors, known as "invisible narcos", who finance and orchestrate drug shipments.

For the traffickers the new way of doing things has big benefits. It makes the supply chain far more resilient than in the command-and-control model. If a shipment is captured, tracing the owners is fiendishly difficult. Most importantly, as Adam Smith would have predicted, specialisation improves efficiency and breeds innovation.

Consider cultivation. The original coca growers were poor farmers in isolated valleys in the Andes. No longer. In Colombia production is now heavily concentrated in lower-lying border areas, especially near Ecuador, for easier access to the port of Guayaquil. In Peru farming is expanding deep into the Amazon basin for convenient export to Brazil. Coca, traditionally grown almost exclusively in Colombia, Peru and Bolivia, is now also farmed in Belize, Guatemala, Honduras and Mexico.

Yields are rising. In Colombia they have almost doubled since 2005, to about 8.5 tonnes of leaves a hectare. In some areas they reaches 11.7. The savviest farmers test the soil and apply the optimal amount of fertiliser by drone, explains Leonardo Correa of the UN Office on Drugs and Crime: "It's precision agriculture."

Processing is also changing--and becoming much more efficient as it does so. More than half of the seizures of exports from Peru are now of "coca base", a less refined product than pure cocaine. Some of that is made into cocaine in laboratories in Bolivia and Brazil, and then sent on to Europe, but the latest trend is nearshoring, in which the final processing takes place in the destination country. Last year police in the Netherlands, for instance, destroyed 24 cocaine labs.

The rationale is economic. Chemists are easier to find in Amsterdam than the Amazon. A seized shipment of coca base constitutes a smaller loss than pure cocaine. European gangs also want to increase their margins. In cocaine, as in much else, Latin America risks becoming only a commodity exporter.

Smuggling and distribution, too, are being subcontracted. A European gang might send an envoy to Los Lobos, a big Ecuadorean gang, to buy cocaine. Los Lobos will then contract a Colombian outfit to bring the goods across the border. The Colombians, in turn, may deal with lots of small suppliers. Both Los Lobos and the Colombians will probably also pay smaller gangs to smooth the route across the border and through Guayaquil. "Everyone is subcontracting absolutely everything," says Elizabeth Dickinson of International Crisis Group, a think-tank, likening cocaine production to that of an iPhone.

Subcontracting has spread to smuggling, too. A single seized shipment will sometimes have cocaine from many different producers and belonging to multiple owners, often distinguished by marks of different sorts on the packaging. That provides accountability for quality and tracking for ownership, says General Santos Villalta, who points to a confiscated press used to stamp "PF2" into bricks.
Powder play

To confuse the authorities, drugs often go via a transit country such as Costa Rica. There the drug-owners will contract a local gang to receive, store and send on the drugs. Even in Mexico cartels sometimes ship drugs owned by other groups across the American border for a fee, says a trafficker for Los Chapos, a faction of the Sinaloa cartel.

Given all the subcontracting, technology is used to build trust and traceability. "When they put the drugs on the ship, part of those drugs will be tracked by GPS," says Lincoln Gakiya, a Brazilian prosecutor who lives surrounded by bodyguards. Trackers allow buyer and seller to follow a shipment's progress and to locate it on arrival. In Mexico cars used to transport drugs over the American border may also have a microphone for monitoring, explains the trafficker.

The innovation in smuggling is mind-boggling. Divers weld "parasite" pods of cocaine onto the hulls of ships so often that in Cartagena port watchmen are paid to sit in a tiny boat about 50 metres offshore all day and night to look for telltale bubbles. (To keep this lonely job they must pass a polygraph test every six months.)

Then there are the "narcosubs". In July Ben Maenu'u was fishing off the Solomon Islands when he spotted an abandoned 25-metre craft that had been used to ship cocaine underwater. These are startlingly common: about 240 have been seized over the past two decades. The rate has increased sharply since 2018, according to InSight Crime, an investigative outfit. Last year some 25 were seized, a fraction of the hundreds that are probably out there.

Most narcosubs cannot fully submerge, but protrude only very slightly from the water, making them hard to spot. They used to take mainly short trips, close to shore. Nowadays, however, they are being used to cross the Atlantic and Pacific. Some genuine submarines are also being built, capable of carrying as much as 10 tonnes of cocaine. None has ever been captured at sea, but several have been discovered half-built in clandestine shipyards. The Colombian navy, meanwhile, recently seized a narcosub drone equipped with a satellite link to transmit live images.

Like squeezing a tube of toothpaste

Such high-tech trafficking requires specialist skills. The result is narco business travel. In 2020 two Peruvian divers stashed 72 kilos of cocaine in the underwater vents of a ship in Callao, a tricky undertaking. Later that month they flew to Spain, donned their scuba gear and retrieved the haul. Narco chemists are frequent flyers, too. The person who makes a neutralizado is often flown to Peru, says General Santos Villalta, and then on to the destination port. "They have to send him because he is the only one who knows the formula to convert it back."

Laundering drug money is another fast-evolving business. One popular option is to use the cash to finance other criminal enterprises. In Mexico it helped pay for diversification into fentanyl, now America's biggest narcotic scourge and a business that has evolved along similar lines to cocaine. In Peru drug money often funds illegal gold-mining. 

Often, however, the cash is in rich countries and gangs want to bring it back to Latin America. They used to send home wads of cash, but that is becoming rarer. Instead, laundering is often outsourced to Chinese specialists.

Most Chinese citizens cannot take more than $50,000 out of the country each year. That is far too little for many of them, which creates an opening for the launderers. The system uses mirror transactions; no money crosses borders, because that might draw the authorities' attention. In supermarket carparks in America Chinese laundering groups receive bags of cash from drug dealers. Their affiliates in Mexico then forward the equivalent sum in pesos to the cartel's Mexican account, minus a fee of about 2%. Wealthy Chinese in America buy the dollars from the Chinese gangsters. The Chinese buyers pay for the dollars via a domestic transfer to the launderers' accounts in China. If the launderers need cash in Mexico, they can always export electronics or other goods from China, taking payment at the destination.

The system is fast and cheap: laundering used to cost almost ten times as much. And the innovation continues, especially with cryptocurrencies. Chainalysis, a crypto-research firm, estimates that in 2024 some $41bn of crypto linked to illegal activities changed hands around the world. Chinese laundering groups can operate as before, but repay drug gangs with cryptocurrency. Stablecoins are the most popular. These are pegged to a real asset such as the dollar but, unlike international cash transfers, they can be sent from one wallet to another with very little scrutiny.

"In financial crimes one of the biggest problems today in Brazil is USD Tether stablecoin and how easily they buy and sell it anonymously," says Guilherme Alves de Siqueira of the Brazilian police. Stablecoins sent to Brazil can easily be converted into cash by doleiros, blackmarket money-changers. Brazilian drug gangs also use stablecoins to pay suppliers. A laundering group known as the Criptoboys converted 19.4bn reais ($3.6bn) into crypto between 2017 and 2023 for numerous clients, many of them traffickers.

Fintech firms have also supercharged money-laundering in Brazil. In 2024 it boasted 1,600 of them, only about a fifth of which were regulated by the central bank. "Many criminal organisations have their own fintech," says Alexandre Custodio Neto, who is also with the Brazilian police. According to Fernando Haddad, the finance minister, such firms laundered 52bn reais over the past four years. The authorities are supposedly now cracking down.

The dispersed, outsourced business model is creating mayhem for governments. Payments to subcontractors are often made in cocaine, breeding addicts and fuelling violence. Small gangs hoping for work compete to show big ones how ruthless they are. The bigger outfits, in turn, resort to torture, beheadings and other grisly displays to punish thefts by subcontractors and thus send a message to other would-be thieves. Such trends helped spur a doubling of the murder rate in Costa Rica in the decade to 2023.

To lubricate business, gangs also try to capture the regulator. In Brazil, Ecuador and Mexico drug gangs regularly run their own candidates in elections. In Peru the parliament has recently passed a barrage of laws that make it harder to investigate crimes, including a requirement for defence lawyers to be present when search warrants are executed, which in effect gives suspects a warning to destroy evidence or flee. "We have already entered a black hole in which illegal economies, mainly cocaine and illegal gold, are taking control of strategic points of the state," says Ruben Vargas, a former Peruvian minister of the interior.

The huge price premium for cocaine in Asia and Australia spells trouble for those places. Peru, where crime is surging and Asian gangs already have a foothold, is a likely point of origin. A giant new Chinese-owned port in Chancay, north of Lima, intended to dominate trade between South America and China, is a particular worry.
Coke is it

When returns are so vast, crackdowns do not curb trafficking and violence but rather spread it around. When Brazilian authorities declared they would force or shoot down any suspicious plane over the Amazon in late 2004, cocaine trafficking shifted from the air to rivers. A study by Leila Pereira of Insper, a Brazilian university, and colleagues, finds that over 1,400 murders between 2005 and 2020 can be attributed to this shift in trafficking patterns. That is more than a quarter of all murders in the area during that period.

This same logic explains why drug violence, which used to be concentrated in just a few countries in Latin America, now torments the whole region. Six years ago Ecuador was about as safe as the United States. It now has the world's highest murder rate, as cocaine trafficking has shifted to Ecuadorean ports from more heavily policed ones in Colombia. Even safe havens are no longer safe. In September gangsters attacked the house of Uruguay's chief public prosecutor with guns and grenades after police seized two tonnes of cocaine.

No matter how many drug boats are blown up, cocaine smuggling is not going to disappear. On the contrary, it is probably coming to a port near you. #




This article was downloaded by calibre from https://www.economist.com/briefing/2025/10/16/the-traffickers-are-winning-the-war-on-drugs
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UK-China relations
Has Britain gone soft on China?
A spying fiasco and a new London embassy feed accusations that Sir Keir is a red softy
Oct 16, 2025 04:05 PM



IN 1844 THIS newspaper reported on a special train that had just pulled into London carrying nine and a half tonnes of silver. The money was a ransom from China's government, paid to Britain as part of a lopsided peace deal in the opium wars, waged--disgracefully--by Britain to allow it to continue the lucrative trade in the drug. The haul would end up at the Royal Mint in central London.

More than 180 years later, China wants to build a giant new embassy on the same site. The government is due to approve or reject those plans by October 21st, but as The Economist went to print, a last-minute delay  looked probable. It comes on the heels of the collapse of a trial over Chinese espionage on British soil--an embarrassment for the Labour government that refuses to die down. On October 15th Sir Keir Starmer, the prime minister, tried to put accusations of a cover up, and of being soft on China, to bed by publishing the relevant evidence. Whether this will work is doubtful: in one witness statement Matthew Collins, the deputy national security adviser, says that while there are benefits for trade, "China also presents the biggest state-based threat to the UK's economic security." Both episodes have sparked a larger debate on whether the government is pulling its punches on China.

The embassy saga began in 2018, when China's government bought Royal Mint Court, a set of offices and homes, intending to build the largest foreign embassy in London. Residents objected firmly and the council refused planning permission in 2022. In October 2024 Angela Rayner, then housing secretary, took over the decision, apparently at the behest of China. "You raised the Chinese embassy building in London when we spoke on the telephone," Sir Keir told Xi Jinping, China's president, in November. "We have since taken action by calling in that application."

Critics--including in the opposition Conservative Party, which is using both issues to accuse the government of seeking to "appease" China--warn that the embassy would pose a serious security risk. The purpose of certain rooms has been redacted on plans and the site sits above key fibre-optic cables in the city's financial district. Yet the security services believe that those risks are probably manageable. 

The decision is complicated by China having held up progress to rebuild the British embassy in Beijing. But even if the government wanted to give its blessing,  a judicial review could overturn any decision.

Legal wrangling also features in the spy trial. On September 15th the Crown Prosecution Service (CPS) dropped charges against Chris Cash, a parliamentary researcher, and Chris Berry, a British teacher in China, both of whom were accused of spying on behalf of China, delivering at least 34 reports with "politically sensitive information" to a Chinese agent. The reasons for that about-face are complicated.

The men were charged under the Official Secrets Act of 1911, which refers to cases involving an "enemy" of Britain. That arcane law has since been superseded by a new and more flexible National Security Act, but that was not in force at the time. The CPS says that, shortly after the charge, a separate trial, about Russian espionage, established a precedent: an enemy state had to be deemed a threat to British national security at the time of the offence.



According to the CPS, despite its best efforts it could not get government witnesses to say this. In the final and strongest of the three now published witness statements by Mr Collins, he writes: "China's espionage operations threaten the UK's economic prosperity and resilience, and the integrity of our democratic institutions." He gives the example of how Britain's electoral commission and MPs' emails were hacked by Chinese "state-affiliated" groups. But even that statement concludes by softening the blow. "The UK Government," he writes, "is committed to pursuing a positive relationship with China."

It is unclear what more the CPS wanted Mr Collins to say. More pressure is likely to fall on its director. Nonetheless, the Tories can smell blood. Kemi Badenoch, the party's leader, insists that Sir Keir has questions to answer and "doesn't have the backbone to stand up to Beijing". (She and other Tories, the Lib Dems and Donald Trump have called for rejecting the embassy.)

On October 13th Bridget Phillipson, the education secretary, said that neither government ministers nor the national security adviser, Jonathan Powell, had had any role "in either the substance of the case or the evidence in question". That still leaves the possibility of policy by neglect. Simply put, the government's unwillingness to give a more candid assessment of Chinese activity might have doomed the case.
Foes with benefits?

This reticence is part of what one UK-based expert on Anglo-Chinese relations calls a "developing-country mindset" among successive British governments in which trade, investment and growth are prioritised over national-security concerns. In the last government, the pendulum swung erratically, but ultimately farther, towards safety. "Where tensions arise between...objectives in relation to China," wrote Rishi Sunak's government in 2023, "national security will always come first." Now it seems to be swinging back.

Noah Barkin of the Rhodium Group, a research firm, says that the public tone towards China is "more openly critical" in Berlin, Brussels and Paris these days than in London. Britain, he observes, appears to be searching for a "niche" that is "less hawkish" than in America or the European Union, though the bloc is itself divided. An internal cross-government "audit" of China policy completed earlier this year concluded that the British government was both confused and too soft in its approach to China. The audit was never published but the problems that it identified have remained, says an official involved. If corporate Britain is naive with regard to Chinese threats, that is in no small part due to the government's own confusion. The spy saga could be a wake-up call.



Britain's shaky economic position is a contributing factor. Mainland China is its fifth-largest trading partner. But its share of total trade (5.5%) is modest compared with America and the EU (18% and 46% respectively). In January Rachel Reeves, the chancellor, visited Beijing but secured a paltry PS600m in Chinese investment.

Even if more capital can be coaxed to come, the challenge is also to ensure that it goes to the right places. In 2022 Britain blocked a Chinese-owned firm from buying Nexperia, a Dutch firm that was the country's largest semiconductor producer. This week the Dutch government took over Nexperia on national-security grounds, a move that has angered Beijing. Another row might be brewing over Chinese plans to build a wind turbine factory in Scotland.

Britain's interests are not just mercantile. As Mr Collins's statements show, diplomats believe that it is essential to co-operate with China on issues like climate change and global health, particularly at a time when America is walking away from those challenges. One priority is how to develop artificial intelligence (AI) in a safe way. As prime minister, Mr Sunak invited China to an AI-safety summit in Bletchley despite American opposition. This government has kept up the dialogue. Co-operation among researchers on the impact of AI on bioweapons and other threats "is already adding value", note Kayla Blomquist and Sam Hogg, of Oxford China Policy Lab, with China's AI ecosystem showing signs of absorbing and mimicking parts of Britain's approach.

The government's own national-security strategy, published this summer, warns of the risks of "misunderstanding and poor communication". In April Admiral Sir Tony Radakin, then the chief of defence staff,  visited the National Defence University in Beijing, the first such visit in a decade, where he told cadets: "We must continue to talk and to seek to understand one another better." The witness statements will draw renewed attention to China's threat, undercutting the government's aim of softening its tone. If China's plans for a mega-embassy go up in smoke, there may be a lot less talking and little understanding. #

For more expert analysis of the biggest stories in Britain, sign up to Blighty, our weekly subscriber-only newsletter.
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Thrust and throttle
Why can't Britain's leading aerospace lab raise more money?
The Whittle Laboratory is extraordinary--and underfunded
Oct 16, 2025 12:46 PM | Cambridge



A SQUAT BRICK building on the outskirts of Cambridge is home to an area of science where Britain is still world-class. The Whittle Laboratory refines jet engines, and it is very good at it. Whittle scoops up more industry awards than any of its rivals, in a formidable industry to master. To power flight, a plane's engine must burn its fuel hotter than would usually melt the materials the engine is made of.

When the lab was founded in 1973 by Frank Whittle, a British jet-engine pioneer, with a government grant, the building no doubt seemed splendid. Now, despite its reputation, the Whittle looks more care-home than cutting-edge. The grey carpets are threadbare and it is too small to house bigger, better equipment. It can take eight years to go from an initial idea to a tested one. If the right machinery were on site, it might only take a fortnight.

That will soon change. Scientists are set to move into a state-of-the-art replacement lab on October 17th. The opening was "on a knife edge" for a long time, says Rob Miller, the lab's director. Expansion plans were drawn up in 2017. Four years later, less than a third of the PS58m ($78m) required had been raised. Even after securing the money for construction, the new lab still lacks cash. It has as yet failed to secure a funder for PS10m a year for research on high-risk, high-reward "moonshot" ideas.

The Whittle has no shortage of friends. King Charles III is a fan--breaking ground on construction of the new lab was his first official engagement after his coronation. The lab is part-funded by Rolls-Royce, a British jet-engine maker which benefits from the Whittle's research. The government ought to like it too. The lab helps keep Britain as the sole country outside America with the expertise to make, and improve, jet engines capable of powering the largest planes. Aircraft parts are Britain's fifth-most-valuable goods export.

Money has nevertheless proved hard to find. Industry stumped up some. But the business model of aerospace firms means risky ideas can take decades to turn a profit, if they work at all. Rolls-Royce had to be bailed out in 1971, after it overspent developing a new jet engine.

The government was even more hesitant. Partly this is because funding for research is divided into many pots. "Each funding agency would say no no, it's the other one," says Professor Miller. But state bodies also have to be wary, says Robyn Thomas of UK Research and Innovation (UKRI), Britain's main state funder of science. UKRI has more claims on its money than it can dole out, he points out. To avoid waste, research proposals are ranked by groups of peer-reviewers.

That leads to British science being uninspired, complains Professor Miller. "If four expert peer-reviewers agree on an idea, we should not be doing it," he says.  Innovation, he believes, comes from taking risks "at the edge of the bell curve", not by following the consensus.

Do-gooders, not the government, are now responsible for a surprising amount of successful British innovation. The founders of DeepMind, Britain's AI darling, met and studied at a computational neuroscience lab funded by Lord Sainsbury, a supermarket tycoon and science enthusiast. He has also stumped up money for the new Whittle laboratory, as has Peter Bennett, a banker-turned-philanthropist, whom Professor Miller credits with saving the project.

A swish metal-and-glass building is replacing the brick one, with plenty of room for top-line equipment. And beyond the Whittle attitudes to risk are changing. ARIA, a sister organisation to UKRI, has since been set up to fund bolder ideas, faster. A new boss of UKRI, Sir Ian Chapman, took charge in August, with the brief of prioritising economic growth. With luck, the engines of innovation are revving up. #

For more expert analysis of the biggest stories in Britain, sign up to Blighty, our weekly subscriber-only newsletter.
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Bonkers about Conkers
The World Conker Championships fosters a quirky English tradition
But a once-ubiquitous autumnal playground pastime is dying out
Oct 16, 2025 12:46 PM | Southwick



IF CRICKETERS' LEATHER on willow is the most English of sounds, there was a time in school playgrounds when conker smacking against conker came close. On October 12th some 250 competitors gathered in a field behind a pub in the Northamptonshire village of Southwick for the 58th annual World Conker Championships. The game involves one person dangling a conker, a golf-ball-sized seed of the horse chestnut tree, from a shoelace, while a rival attempts to break it by swinging a second laced conker.

In schools children would resort to many a ruse to win (not least baking their conkers). At last year's championships a fake steel conker was found in the octogenarian winner's pocket, generating a flurry of viral publicity. This time the organisers gleefully milked more attention by setting up a metal detector.



The game is the fruit of two historical events: the 17th-century introduction of the horse chestnut tree to Britain from the Balkans and the 19th-century push for compulsory education, creating a market for playground pastimes. But that tradition risks dying out. Over the decades conkers has gone from ubiquitous to all-but-extinct in schools. The NAHT, a headteachers' union, says none of the 30-odd schools represented on its national executive plays.

Nor do any of the children vying for the title play conkers in school. "If you rocked up at a junior school with a bag full of conkers on strings they wouldn't let you through the door," laments Gareth Cope, a (grown-up) competitor from York. Natasha Naylor, another adult challenger, notes that "It does genuinely hurt if you get rapped on the knuckles."

Successive governments have insisted there is no national policy against conkers and that decisions are up to schools. A petition to "allow conkers back in schools" was rejected in 2019 on this basis.



Nick Read, a headteacher who oversees the   Worstead and Belfry primary schools in Norfolk, hopes to arrest the decline. He introduced his pupils to conkers after he noticed they were drawn to horse chestnuts dropping into the playground but lacked the "folk memory" to know how to play. He blames the decline of conkers on children spending more time indoors with their parents and less running free with peers. No other schools in the area have joined Mr Read's push, however, and he worries conkers would quickly fade again if he stopped teaching his pupils to play.

Hope may come from the upstart Peckham Conker Championships. Held in a trendy South London brewery the week before the Northamptonshire event, it featured anything-goes bouts where more than one conker was ripped to shreds with a competitor's teeth. It's mad, but conkers was always bonkers. #

For more expert analysis of the biggest stories in Britain, sign up to Blighty, our weekly subscriber-only newsletter.
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Giant vegetables
Why is Britain so good at growing giant veg?
Climate, culture and eccentricity make British growers the best in the world
Oct 16, 2025 12:46 PM | Malvern, Worcestershire

He knows his onions

EVERY SEPTEMBER the Malvern Autumn Show, a horticultural fair in Worcestershire, plays host to the CANNA UK Giant Vegetables Championship, Britain's most prestigious giant-vegetable competition. Walking in is like going back in time. Only, instead of giant millipedes and Mesozoic lizards, you are confronted by a multicoloured army of gargantuan marrows, onions, potatoes and leeks.

The heaviest pumpkin weighs about as much as a great white shark. The longest cucumber is as tall as an Emperor penguin. The carrots are far from the tidy, supersized specimens celebrated at Tottington Hall (Wallace and Gromit's local tournament). They are sprawling orange monstrosities--strands of tentacular plant matter melded into one. "We are the best in the world," declares Lee Herrington, from Stourbridge, whose 276kg squash came second--and had to be lifted into a van with a bobcat (a mini-digger small enough to traverse his allotment).

He's not wrong: seven world records were set at this year's competition. And of the 35 recognised by the European Giant Vegetable Growers' Association (EGVGA), British growers hold 18 (America, in second place, has ten).



Cultivating record-breaking veg is a full-time job. "We plan our life around the growing," says Peter Glazebrook. The soft-spoken 81-year-old is a 29-time world-record holder and one of the greats of the giant-vegetable world. "It's a fun hobby, but you've got to take it seriously if you want to win."

The biggest onions and leeks can take 11 months to grow, about twice as long as is standard. Much of that time is spent watering, feeding and tending what are remarkably demanding plants. At night pumpkin-growers tuck their plants under a blanket, lest a sharp change in temperature causes them to split (grounds for disqualification). Joe Atherton, a jolly man who holds five world records, is known as the "King of the Longs". Three times a day he wets the concrete in his greenhouse in order to keep the humidity up. His carrots, four-and-a-half metres long, are grown in pipes filled with soil--to ensure that they have enough uninterrupted space.
Green and soggy land

Britain's success in this field is partly down to its climate. One key to growing giant veg is the avoidance of stress. That means ensuring things are never too hot, too cold or too dry. The British weather, mild and wet, makes that job just a little bit easier. Also important is the agreeableness of the allotment.



Surprisingly for such a competitive sport, giant-vegetable growers are a supportive bunch. Shows like Malvern are conventions as much as competitions, giving growers a venue to meet and discuss the season past. Tips are shared, advice is given. On closing day, growers take a knife to their prize-winning veg and hand out parcels of seed to their closest competitors.



All of this creates a positive feedback loop, particularly with regard to the seeds. Every year new records are being set, thanks in part to an ongoing process of genetic selection. Growers will sow several plants at the start of the season. Only a handful will make it to weigh-in day. So part of the skill comes in identifying those with a propensity for gigantism early. The winning specimen then provides the seed for next year's crop. Slowly, the result is a big-boned breed of marrows, turnips or aubergines. And this process increasingly benefits British growers. Since Brexit, European growers have been cut off from British seeds.

Is there something in British culture that lends itself to giant-veg growing? "We are a nation of gardeners," says Helena Dove of the Royal Botanic Gardens in Kew. But a love of gardening gets you only halfway to giant-veg greatness. By some measures Germans have three times as many allotments as Brits and, on average, spend more time in the garden.

Still, "Brits are obsessed with anything that relates to gardening," says Udo Karkos, a German member of the EGVGA board. "We always hear crazy things from Great Britain." Ferdinando Branca, chair of the International Society for Horticultural Science's vegetable division, agrees: giant veg, he says, "is a curiosity" with a long history in Britain. "In Italy we pay much more attention to the taste."



Mr Atherton, a former miner, sees the origins of the tradition as a competitive pursuit in the 19th-century "pot leek" tournaments that sprouted up around mining communities in the north of England, with cash prizes that today's growers can only dream of. Horticultural flower shows started even earlier. And by the time of the first world war, garden shows were so emblematic of home that British soldiers away from the front lines of the Somme built their own allotments, and held their own vegetable competitions.

Mr Karkos says that gardens are a Brit's "Traumschloss" (dream castle), something "you build in your dreams". That was surely so for the miners toiling in the dark and soldiers fresh from the trenches.

In Malvern, today's spectators are treated to a much wider array of categories than they once were. Alongside the classics--the marrows, onions and leeks--they find enormous red chillies and beetroots longer than a minibus. The competitors have not changed much, however. There are more women than ever, but giant-veg growing remains an old man's game. "The most important thing", Mr Atherton notes, standing next to his prize-winning 44-inch cucumber, "is a supportive wife." #

For more expert analysis of the biggest stories in Britain, sign up to Blighty, our weekly subscriber-only newsletter.
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The wheels on the bus
Labour is reluctant to get off the bus
A national bus-fare cap exposes the government's fondness of central control
Oct 16, 2025 12:47 PM | SCARBOROUGH



STROLL THROUGH Scarborough, a town packed with retirees and tourists on England's north-eastern coast, and it's hard to find anyone with a kind word for the government. Yet linger at the bus shelter next to the Victorian train station and the tone abruptly changes. Those waiting fall over themselves with praise for one particular policy. "Absolutely marvellous," says Barbara, a pensioner. "Definitely good value," chips in Charlotte, who works in a fast-food restaurant. The pair are talking about the bus-fare cap, a nationwide government policy which ensures that no single bus journey costs more than PS3 ($4).

It's easy to understand why this is popular. The patient queuers in Scarborough are waiting to embark on the Coastliner, an iconic route that winds through rolling fields to Leeds--more than 70 miles (110km) inland and three hours away. In 2022 a single ticket for this route cost up to PS15. Now it costs a fifth of that, an unusual bargain in inflation-stricken Britain. Rachel Reeves, the chancellor, is keen to bask in the goodwill: in her conference speech last month, she highlighted the cap as evidence of Labour making Britain better.



Yet the cap betrays a troubling Labour impulse: to hoard power (and credit) in Westminster. That sits uneasily with the party's 2024 manifesto pledge to devolve more control over transport, education and housing to local communities. The government has made some progress on devolution, giving mayors more flexibility in how they can spend government grants. But ministers remain reluctant to devolve power in areas where local control would make the biggest difference in boosting local growth. Mayors have little room to raise their own money--barred even from levying a humble tourism tax.



Buses illustrate this tension between centralisation and devolution. Bus networks in England outside London have been privately run since 1986. Commercial operators now decide fares, routes and timetables. As a result, thousands of routes have been cut, services reduced and the number of passenger trips fell by more than half between 1986 and 2024 (see chart). London, by contrast, kept buses publicly owned and journeys increased by 60% over the same period.

Other cities have taken note. In 2023 Greater Manchester's mayor began to bring bus routes and fares back under public control; the number of journeys climbed by 14% in the first year. Liverpool plans to follow suit from 2026. Parliament is in the final stages of passing a Bus Services Bill. This will give local authorities the option to run their own bus networks, either through public ownership or by contracting private companies to run specified routes at regulated fares.

Yet Labour's national fare cap risks undermining this devolution push. The scheme was originally announced as a PS2 cap in 2023 by the previous Conservative government (subsidising operators for the difference with what the service costs to run). It was meant to be a three-month scheme to ease cost-of-living pressures, but has proved too popular to scrap. Instead Labour has kept extending it, now promising to maintain it until at least 2027, with the cap set at PS3 since this January.



That is crazy. The cap has reduced fares for many and helped revive bus use after a sharp fall during the covid-19 pandemic. But a permanent cap brings two problems. First, it distorts the market signals that private firms depend on. Unable to adjust fares to reflect costs or demand, operators struggle to allocate resources efficiently or plan for the future. Second, the national cap is a blunt instrument that does not deal with the diversity of local needs. It does little for lots of people living in cities making short journeys, as fares for these are often already under the cap.

The main beneficiaries have been people in the countryside. Before 2023 longer, rural journeys like Scarborough's Coastliner were the most expensive and fares have thus fallen most steeply. Yet even rural Britons are not benefiting as much as Ms Reeves may think. Cheaper fares are cold comfort if your nearest route has been abolished or cut to once a week. Local people might prefer to redirect the subsidy to protecting struggling routes.

The fix is obvious: scrap the cap, which costs about PS150m a year, and give the money to local leaders. Some might opt for a fare cap; Greater Manchester already runs a PS2 cap. Others might prioritise youth discounts or protecting rural routes. Ministers will fret about losing credit for a popular policy--and fear blowback if some places let fares rise. But if devolution improves the bus network overall, the public might be more forgiving than politicians think. Back at the Scarborough bus shelter, Barbara reflects: "The fare could go up to PS5 and it would still be reasonable." #

For more expert analysis of the biggest stories in Britain, sign up to Blighty, our weekly subscriber-only newsletter.
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