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whats | U.S. Strike Kills al Qaeda’s Leader
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erger activity slowed

dramatically through
July after a record year in
2021, hampered by lack of
clarity about the direction
of the economy and mar-
kets, and some deal mak-
ers are bracing for an even
quieter rest of the year. Al

# Amgen is in a pitched
battle with the IRS over
the company’s interna-
tional tax strategy and
$10.7 billion in back taxes
and penalties that the
agency says it is owed. Al

4 Growth at U.S. manufac-
turing companies was its
weakest in two years in July,
but inflationary pressures
showed signs of cooling as
commodity prices eased. A2

@ Bearish investors aren’t
buying into hopes that
July’s rapid advance for
stocks heralds the start of
a new bull market. Bl

@ U.S. stocks closed
slightly lower, with the
S&P 500, Nasdaqg and Dow
slipping 0.3%, 0.2% and
0.1%, respectively. B11

& Estée Lauder is in talks
to buy luxury fashion brand
Tom Ford in what could be
a $3 billion or more deal. Bl

4 Toronto-Dominion Bank
is close to a more than $1 bil-
lion deal to acquire invest-
ment bank Cowen. Bl

4 A group led by Apollo
Global Management is in
advanced talks to buy air-
freight company Atlas Air. B3

# Evergrande said one of its
units has been told to honor
a $1.1 billion guarantee, re-
vealing yet another large fi-
nancial obligation that wasn’t
previously disclosed. B10

World-Wide

—  ————

4 The White House said
that a U.S. missile launched
from a drone in Afghani-
stan killed al Qaeda leader
Zawabhiri, a founding mem-
ber of the jihadist move-
ment and one of the key
strategists behind an inter-
national campaign of terror
that culminated in the Sept.
11, 2001, attacks. Al, A7

# Pelosi is planning to
visit Taiwan and meet with
government officials this
week, defying warnings
from Beijing not to do so
and setting up the potential
for increased tensions be-
tween the U.S. and China. Al

# Ukraine dispatched its
first grain shipment since
the start of Russia’s invasion,
with a vessel leaving Odessa,
under a deal aimed at easing
global food shortages. A7

# The first Jan. 6 defendant
to go to trial was sentenced
to more than seven years in
prison, the longest sentence
given so far over the at-
tack on the U.S. Capitol. A4

4 Senators returned to work
Monday, with Democrats
defending their climate, pre-
scription drug and tax plan
while Republicans stepped up
criticism of the package. A4

# A state appeals court in
Michigan opened the door
for county prosecutors to
enforce the state’s dormant
1931 ban on abortion. A3

4 Kentucky raised the death
toll from the state’s historic
flooding to 35 people, as
rescue workers continued
searching for the missing. A3

4 Died: Mo Ostin, 95, influ-
ential music executive. A6

CONTENTS
Arts in Review... A1l
Business News.. B3,6

Opinion........... A13-15
Personal Journal A9-10

Equities... B7
Heard on Street. B12
Markets............ BLL

World News..... A7,16

32230>

141 | ‘ |‘

© 2022 Dow Jones & Company, Inc.
All Rights Reserved

01178908163 1

Zawahiri, who served
as No. 2 to bin Laden
and oversaw 9/11, is
targeted in Afghanistan

WASHINGTON—The White
House said Monday that a U.S.
missile launched from a drone
in Afghanistan killed al Qaeda
leader Ayman al-Zawabhiri, a
founding member of the jihad-
ist movement and one of the

By Jessica Donati,
Nancy A. Youssef
and Warren Strobel

key strategists behind an in-
ternational campaign of terror
that culminated in the Sept. 11,
2001, attacks.

The U.S. strike targeted a
safe house in a residential
area in central Kabul on Sun-
day morning, in what was the
first known counterterrorism

operation in the country since
U.S. forces withdrew last year.
The Biden administration said
the Taliban were aware that
Zawahiri was hiding in Kabul,
the clearest display of the con-
tinuing alliance between al
Qaeda and the group now rul-
ing Afghanistan.

Zawahiri, 71, was an Egyp-
tian national and longtime
deputy of al Qaeda’s founder,
Osama bin Laden. In the lead-
up to 9/11, Zawahiri was the

most important of bin Laden’s
advisers as they oversaw the
operation in which hijackers
crashed airliners into the
World Trade Center, the Pen-
tagon and a Pennsylvania
field, killing nearly 3,000 peo-
ple. He was also instrumental
in shaping how the terrorist
group used the 2001 attacks to
gain members, often through
propaganda letters and videos.

Speaking from a White
House balcony Monday, Presi-

dent Biden announced the
strike, describing Zawabhiri as
a terrorist leader who for de-
cades “was the mastermind
behind the attacks against
Americans.” Besides 9/11,
those attacks included the
1998 bombings of the U.S. em-
bassies in Kenya and Tanzania,
which killed 224 people, and
the 2000 attack on the USS
Cole, which killed 17 sailors.
During his eight-minute ad-
PleaseturntopageA7

Kyiv, Moscow Prepare for Clash in South as Attacks Intensify

STANISLAV KOZLIUK/REUTERS

ABLAZE: A firefighter battles flames at a hospital hit by a Russian missile strike in the southern city of Mykolaiv on Mon-
day. The Ukrainian and British militaries said Russia is repositioning troops ahead of a Ukraine offensive in the south. A7

Market Woes Slow Deal Activity

By LAuRA COOPER

Merger activity slowed dra-
matically through July after a
record year in 2021, and some
deal makers are bracing for an
even quieter rest of the year.

In the U.S., about $1 trillion
of deals have been struck so
far in 2022, according to Dea-
logic. That is the lowest in
five years—excluding 2020,
when deal making ground to a

halt at the outset of the pan-
demic—and a nearly 40% drop
from the same period in 2021.
Globally, some $2.4 trillion
of deals were announced, rep-
resenting a roughly 30% de-
crease. The total number of
transactions also was down.
Driving the decline is the
No. 1 enemy of deal making:
lack of clarity about the direc-
tion of the economy and mar-
kets, as inflation rises and war

rages in Ukraine.

Higher interest rates have
raised the cost of financing
deals and made buyout loans
harder to come by. The end of
a boom in deals involving spe-
cial-purpose acquisition com-
panies also has taken a toll on
merger activity.

“Uncertainty is never help-
ful for M&A,” said Anu Aiyen-
gar, global co-head of mergers
and acquisitions at JPMorgan

Chase & Co.

Deals are happening, in-
cluding last week’s agreement
between JetBlue Airways
Corp. and Spirit Airlines Inc.,
and on Monday The Wall
Street Journal reported poten-
tial deals including Estée Lau-
der Cos. talks for fashion
brand Tom Ford. Still, Ms. Ai-
yengar expects deal activity in
the second half to be lower

PleaseturntopageA2

Pelosi

To Visit
Taiwan in
Challenge
To China

House Speaker Nancy Pelosi
is planning to visit Taiwan and
meet with government offi-
cials this week, defying warn-
ings from Beijing not to do so
and setting up the potential
for increased tensions be-
tween the U.S. and China.

By Joyu Wang in
Taipei, Wenxin Fan
in Hong Kong
and Alex Leary in
Washington

People whom Mrs. Pelosi
(D., Calif.) is planning to see in
Taiwan have been informed of
her imminent arrival, a person
familiar with the matter said,
though some details remain in
flux. Some meetings were
scheduled for Tuesday eve-
ning, but most were set for
Wednesday, the person said,
saying that they include Tai-
wanese government officials.

“She’s definitely coming,”
the person said. “The only
variable is whether she spends
the night in Taipei.”

A visit by Mrs. Pelosi would
make her the first House
speaker to go to Taiwan in 25
years and put her in the center
of a longstanding flashpoint in
U.S.-China relations: American
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Amgen Battles With the IRS
Over Its $10.7 Billion Tax Bill

By JosePH WALKER
AnD RiCHARD RUBIN

Biotech Amgen Inc. is in a
pitched battle with the Internal
Revenue Service over the com-
pany’s international tax strat-
egy and $10.7 billion in back
taxes and penalties that the
agency says it is owed.

The IRS says that Amgen un-
derreported its taxable income
by nearly $24 billion from 2010
to 2015 by inappropriately at-

tributing what the agency says
should have been U.S. profits to
a Puerto Rico subsidiary that
oversees manufacturing of the
company’s drugs.

Amgen’s dispute with the IRS
is the latest example of height-
ened government scrutiny of the
international tax practices of
pharmaceutical, technology and
other companies.

For Amgen, the dispute has
pressured its share price and
raised the risk that its tax rate

could rise significantly going
forward if the IRS prevails.
Amgen has long had one of
the lowest tax rates in the
pharmaceutical industry, re-
porting a median 12.5% effec-
tive tax rate over the past de-
cade, compared with an 18%
median rate across the 10 larg-
est U.S. drug companies, ac-
cording to FactSet data.
The low tax burden is driven
largely by Amgen’s manufactur-
Pleaseturntopage A4

Women Show
Countrymen
How to Win
U.K. goes gaga
for England’s

Lionesses

By JosHUA ROBINSON

England striker Chloe Kelly,
the woman whose goal had
just won the country its first
major soccer trophy in 56
years, was midway through an
on-field interview when she
decided she’d had enough. Any
moment spent answering
questions was a moment spent
not celebrating England’s tri-
umph at soccer’s European
Championship.

So Ms. Kelly ditched the
BBC’s microphone and bounced
away. In that moment, what
she needed more than any-
thing was to sing “Sweet Caro-
line” at the top of her lungs
before 87,000 fans.

PleaseturntopageA8

Company Remakes
Town to Woo Workers

Window maker in rural lowa spends
millions on housing, amenities to aid hiring

By CHARITY L. ScoTT

PELLA, Iowa—Pella Corp.
has offices and manufactur-
ing plants in more than 30
cities across the U.S. and
Canada.

But one of the toughest
jobs, say executives at this
closely held maker of win-
dows and doors, is convinc-
ing workers to locate here in
its hometown, a rural city of
about 10,000 residents 45
miles southeast of Des
Moines.

The company and its con-
trolling shareholders—mem-
bers of the founding Kuyper
family and its descendants—
set out to change that. They
have spent tens of millions
of dollars in the past three
years on housing, child-care
centers, restaurants and an

indoor entertainment center,
among other things, to re-
tain and attract new work-
ers. More spending is on the
way.

“We just didn’t have the
amenities that people we
were trying to recruit would
expect,” says Chief Executive
Tim Yaggi, noting that the
manufacturer competes with
major cities for talent.

A hallmark of the labor
market in the past two years
has been a mismatch of job
openings and job seekers. In
a tight labor market, compa-
nies have had trouble find-
ing the workers they need in
the places they want them.
A pandemic-related rise in
remote work also allows
some workers to choose
where to live based on qual-
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LUIS SANTANA/TAMPA BAY TIMES/ZUMA PRESS

Tampa, Fla., had some of the country’s fastest-growing rents during the p

andemic but is now among the markets experiencing the most cooling.

Apartment Rent Increases Taper Off

By WILL PARKER

After more than a year of
record run-ups in apartment
rents, growth is starting to
cool off, a trend that could help
housing affordability and ease
the rise in overall inflation, ac-
cording to several market mea-
sures.

Nationally, average apart-
ment rents rose 9.4% in the
second quarter compared with
the same quarter in 2021, ac-
cording to data firm CoStar
Group. While that is high by
historical standards, it is down
from the more than 11% annual
increases seen the previous
two quarters, CoStar said.

The growth decline also
comes at the time of year when
the rental market is typically at
its strongest. The slowing of
the growth rate in the second
quarter is “a really ominous
sign,” said Jay Lybik, national
director of multifamily analyt-
ics at CoStar. “It’s retreating
quickly.”

CoStar projects that rent
growth will continue to slow in
the coming months, finishing
the year 6.2% higher than last
year. The firm is projecting a
4.9% increase for 2023.

The rental markets that are

slowing fastest include many of
the cities that saw some of the
country’s fastest-growing rents
during the pandemic, such as
Phoenix, Las Vegas and Tampa,
Fla. In Phoenix, asking rent
grew 10.1% in the second quar-
ter compared with a year ear-
lier, according to CoStar, down
from the 18.4% annual increase
in the first quarter of this year
and the 21.3% rise in the fourth
quarter of 2021. In Palm Beach,
Fla., top-tier rents have actu-
ally fallen below their 2021
high point of $2,704 a month.

Other measures of rental de-
mand show apartment hunters
may be starting to pull back
from the market. The U.S.
apartment vacancy rate in-
creased for the first time in 14
months this June, according to
real-estate software firm Real-
Page, rising to 3.7% compared
with 3.5% one year earlier.

Apartment absorption, a
metric that measures demand,
is also slowing, according to
CoStar. The total number of
leased apartments increased by
72,000 in the second quarter
compared with 266,000 in the
second quarter of 2021, CoStar
said.

Rental markets often begin
moderating when prices be-

Average national apartment rent, change from a year earlier
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come so high that they dis-
courage people from forming
new households by, say, mov-
ing away from their parents or
roommates, analysts say. In
many markets, rent growth has
exceeded the rise in incomes,
said Piper Sandler analysts in a
note last month.

“We believe there will be in-
creasing resistance to absolute
rent levels, especially in the
coastal urban markets where
rents are setting new records,”
the note said.

Other analysts point to a re-

21 2 23

cord volume of apartment con-
struction, which could help
keep a lid on rents by saturat-
ing markets with more supply
over the next year.

The shortage of affordable
rental housing intensified for
at least two decades before the
pandemic, according to a June
report from Harvard Univer-
sity’s Joint Center for Housing
Studies. Between 2001 and
2019, rents rose 16% while
renter incomes rose only 5%,
both figures adjusted for infla-
tion, the report said.

Rental housing affordabil-
ity worsened in the first year
of the pandemic, with the
share of American renters
who pay 30% or more of their
income on rent rising 2.6 per-
centage points, the report
said. Nearly half of renters
now fall into that category.

Housing accounts for about
one-third of inflation. The
consumer-price index reached
an annual rate of 9.1% in
June, the highest rate in more
than 40 years, the Labor De-
partment said. Average
hourly earnings meanwhile,
rose 5.1% in June compared
with the same month last
year.

The run-up in rental prices
has occurred alongside an
even more pronounced in-
crease in home-sale prices,
which are now also beginning
to slightly decelerate.

A softening also is being
seen in single-family home
rentals, which like apart-
ments have had record rent
growth. May was the first
month since January of 2021
that annual rent growth for
single-family homes didn’t in-
crease over the rate of the
previous month, according to
housing data firm CoreLogic.

Me3A
Activity
Duwindles

Continued fromPage One
than in the first half, due in
part to the war and that “pri-
vate-equity, which has been a
significant driver of the over-
all market, seems to be a little
bit more on the sidelines.”
Last year, nearly $6 trillion
of transactions were struck
globally, almost half of that in
the U.S., as cheap debt, free-
flowing government stimulus

and looming tax changes
spurred a shopping spree for
acquirers.

Some of that momentum
continued in 2022, with mega-
deals such as Microsoft Corp.’s
agreement to acquire video-
game publisher Activision
Blizzard Inc. for about $75 bil-
lion; Broadcom Inc.’s proposed
$61billion acquisition of
cloud-computing company
VMware Inc. and Elon Musk’s
$44 billion proposed purchase
of Twitter Inc., which he is
now seeking to terminate.

Last week, JetBlue agreed
to buy Spirit for $3.8 billion,
wresting it from a prior suitor.
Also in July, Amazon.com Inc.
agreed to purchase 1Life
Healthcare Inc., which oper-
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ates primary-care practices.

A deal valued at roughly
$40 billion or more by Merck
& Co. to acquire biotech Sea-
gen Inc. is brewing.

The Journal on Monday
also reported that a group led
by private-equity giant Apollo
Global Management Inc. is in
advanced talks to buy air-
freight company Atlas Air
Worldwide Holdings Inc.,
while Toronto-Dominion Bank
is close to a more-than-$1 bil-
lion deal to buy investment
bank Cowen Inc.

Mark Sorrell, a co-head of
global M&A at Goldman Sachs
Group Inc., said that without a
functioning financing market
for large-scale deals, volume
is likely to remain muted.
“The No. 1 thing we’re focused
on is the financing markets
getting back into their
rhythm,” he said.

This summer, Kohl’s Corp.
and Walgreens Boots Alliance
Inc. ended strategic reviews
without striking deals, with
both citing challenges in the
financing market.

Many leveraged buyouts
considered by private-equity
firms have been temporarily
shelved due to difficulties in
the financing market, as banks
have largely paused lending
and direct lenders have be-
come more cautious, say the
firms and their advisers.

Private-equity deal activity
has dropped dramatically. As
of late July, companies had
announced $421.3 billion of
deals in the U.S., including
purchases and sales, compared

U.S. mergers and acquisitions
deal volume

$2.5 trillion
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Notes: 2022 through July 28; Excludes spinoffs
Source: Dealogic

with $744.8 billion in the
same period last year, accord-
ing to Dealogic.

Another factor tripping up
deal making is fear of a
tougher antitrust regime in
Washington, stoked by moves
to block combinations like
Meta Platforms Inc.’s acquisi-
tion of virtual-reality firm
Within Unlimited Inc.

“Boards and CEOs think
long and hard before commit-
ting to a significant acquisi-
tion that might be tied up in
the regulatory approval pro-
cess for 18 months,” said
Frank Aquila, senior M&A
partner at Sullivan & Crom-
well LLP. “We continue to see
clients looking to do signifi-
cant, transformative transac-
tions and expect to see many
such deals move forward be-
tween now and the end of the
year.”
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There is a lot at stake for
banks, which derive big
chunks of revenue from help-
ing put deals together and
reaped big rewards last year.
Investment-banking revenue
fell sharply at the biggest
firms in the second quarter,
and some face big losses on
leveraged loans they agreed to
finance  before  markets
soured.

Deal makers are closely
watching the sale of debt for
the largest U.S. private-equity
buyout of the year, of Citrix
Systems Inc.

The deal included some
$15 billion of debt, some of
which was expected to be split
up and sold off this summer.
That timeline has been pushed
back to after Labor Day, ac-
cording to people familiar
with the matter.

There are reasons for hope
that at some point activity
will rebound.

Goldman’s Mr. Sorrell said
that “just under the surface,”
work is still being done on
possible take-privates, differ-
ent spinouts or divestitures
and straight corporate acqui-
sitions. He said that once fi-
nancing markets rebound, deal
making could come back
quickly.

“It’s quite possible we see
at some point in the second
half a very steep recovery,”
Mr. Sorrell said. “The degree
of client dialogue and desire
to do things if the conditions
are in the right place is actu-
ally very strong and very con-
sistent.”

Factory

Activity
Slows as
Demand

Weakens

By HARRIET TORRY

Growth at U.S. manufactur-
ing companies was its weakest
in two years in July, but infla-
tionary pressures showed
signs of cooling as commodity
prices eased, according to sur-
veys of purchasing managers
released Monday.

The Institute for Supply
Management’s index of U.S.
manufacturing activity was
52.8 in July as a drop in new
orders signaled declining de-
mand for factory products.
That was its lowest reading
since June 2020 and down
from 53 the prior month.

A reading above 50 indi-
cates that factory activity is
expanding while a reading be-
low 50 signals contraction.

The ISM index, based on a
poll of manufacturers across
the U.S., said businesses are
“now expressing concern about
a softening in the economy, as
new order rates contracted for
the second month amid devel-
oping anxiety about excess in-
ventory in the supply chain.”

A separate measure of U.S.
manufacturing produced by
S&P Global also pointed to
slower growth due to weaker
demand. Its purchasing manag-
ers index was 52.2 in July,
down from 52.7 in June. S&P
Global said a growth spurt in
the spring has quickly gone into
reverse, and a gloomier outlook
means companies are taking an
increasingly cautious approach
to purchasing and inventories.

Both surveys reported eas-
ing supply constraints and a
slower pace of cost inflation, a
fresh sign that inflation may
have peaked. A slowdown in
the pace of price increases also
is positive news for companies
struggling with high input
costs from transportation, fuel
and commodities. The ISM’s
prices index dropped 18.5 per-
centage points, its steepest de-
cline since June 2010, as prices
of raw materials rose much
more slowly in July. Backlogs
eased in a sign that supply-
chain disruptions are lessening.

PMI figures for global econ-
omies pointed to weak manu-
facturing sectors elsewhere.
Chinese manufacturing activ-
ity contracted in July, as Bei-
jing’s stringent Covid-19 re-
strictions and weak demand
undercut hopes for a more ro-
bust economic revival.

Purchasing Managers Index,
ameasure of U.S.
manufacturing activity

B Manufacturing Prices Index

Manufacturing Purchasing
Managers Index

B Manufacturing New Orders
Index
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Source: Institute for Supply Management

@ Heard on the Street: Factories
are far from recession........ B12

CORRECTIONS &5 AMPLIFICATIONS

Ford Motor Co., Stellantis
NV and General Motors Co.
reported earnings last week. In
some editions Monday, a Busi-
ness & Finance article about
auto makers incorrectly said
the earnings reports were ear-
lier this week. Also, Walmart
Inc. and Procter & Gamble Co.
warned last week that higher
prices were leading shoppers
to pull back. The same article
incorrectly said the companies
made the warnings this week.

Little or none of Ferrari
NV’s 3% reduction in energy
used to produce cars in the

past year came from an em-
ployee’s proposal. In some edi-
tions Monday, a Journal Re-
port article about the company
incorrectly attributed the re-
duction to the employee pro-
posal.

The length, width and
height of the 2022 Taiga Orca
Carbon personal watercraft are
9.5 feet, 3.8 feet and 3.4 feet,
respectively. The vehicle’s di-
mensions were given incor-
rectly as 3.5, 3 and 3.8 feet in
the Rumble Seat column about
electric personal watercraft in
Saturday’s Off Duty section.

Readers can alert The Wall Street Journal to any errors in news articles by
emailing wsjcontact@wsj.com or by calling 888-410-2667.
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Heavy Rain
Hits Kentucky

As Toll

By ALLISON PRANG
AND CAMERON MCWHIRTER

Kentucky Gov. Andy
Beshear raised the death toll
from the state’s historic flood-
ing to 35 people, as rescue
workers continued searching
for missing people.

At least seven of the deaths
were in Breathitt County, two
in Clay, 16 in Knott, two in
Letcher and three in Perry, Mr.
Beshear said Monday.

More than 12,000 people
were without power, according
to the governor, down from
earlier estimates of nearly
30,000.

Mr. Beshear said the area af-
fected by the flood was getting
rain Monday morning and said
there was potential for severe
storms in the affected areas.
The National Weather Service
forecast more thunderstorms to
hit eastern Kentucky Monday
night into Tuesday morning.
High winds and flash flooding
in some areas were possible,
according to the service.

Mr. Beshear warned resi-
dents in an online video re-
leased Monday afternoon to
stay clear of flood-prone areas
and seek shelter on higher
ground before more storms ar-
rived Monday night. “Our
goal...is that everybody get to
a safe place,” he said.

Hundreds of people, at a
minimum, were still missing,
the governor said earlier Mon-
day.

“We just don’t have a firm
grasp on that,” he said. “I wish

Rises

we did.” Those who can’t find
a loved one are asked to alert
the Kentucky State Police, he
said.

The flooding is among the
worst in state history, Mr.
Beshear has said. President Bi-
den approved a disaster decla-
ration for the state last week,
offering federal funds to help
with the recovery efforts.

Mr. Beshear said Monday
morning that search and res-
cue was continuing and that
they were able to get to places
by vehicle Sunday. But in some
cases, reaching people was
still problematic. Officials
were also working on how to
get to people stuck on other
sides of creeks where bridges
were lost, he said. “[A] whole
lot of what we’re doing right
now is searching for people,”
Mr. Beshear said.

The torrential rain that led
to the flooding—which lasted
for several days in the eastern
part of the state—has displaced
hundreds of Kentuckians.

Fourteen emergency shel-
ters were active and assisting
483 people, Mr. Beshear said.
Officials were trying to move
people from congregate shel-
ters to individual rooms to re-
duce the risk of Covid-19. The
state health department was
providing tests, masks and
vaccines, he added.

Mr. Beshear advised people
not to donate old clothing, but
rather food, water and clean-
ing supplies. “Think about the
normal household goods that
people have lost,” he said.

Officials on Monday examined a burned car where two victims were found in a residential driveway near Klamath River, Calif.
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Northern California Wildfire Rages
As First Fatalities Found in an Auto

By GINGER ApAMS OTIS

Two people were found
dead inside a burned car in
the path of a raging wildfire in
Northern California that has
grown into the state’s largest
blaze of the year.

The victims were found
around 10 a.m. PT on Sunday
by fire personnel battling the
McKinney Fire that has con-
sumed more than 55,000 acres
around Yreka, Calif., a small
community in the northern
part of the state.

The Siskiyou County Sher-
iff’s Office said the vehicle was

discovered in a residential
driveway off Highway 96, not
far from Klamath River, Calif.

The sheriff’s office didn’t
immediately identify the two
people found pending notifica-
tion of family. “We think they
were trying to evacuate,” said
Courtney Kreider, spokes-
woman for the Siskiyou
County Sheriff’s Office.

Specialized teams with dogs
were sent out early Monday to
search for more potential vic-
tims, Ms. Kreider said. The
area had to cool down enough
for the dogs and searchers to
safely enter.

At least a dozen residences
burned in the blaze that broke
out Friday night in Klamath
National Forest, forcing evacu-
ation orders for more than
5,800 residents, according to
Mike Lindberry, public infor-
mation officer for the McKin-
ney Fire. Flames were threat-
ening more than 5,000
residential structures, he said.

As of noon Monday, the
McKinney Fire had zero con-
tainment, according to the
California Department of For-
estry and Fire Protection,
known as Cal Fire.

Firefighters made advance-

ments thanks to a light rain
that fell over parts of the blaze
and a slight overall increase in
humidity, which helped ease
the bone-dry conditions that
allowed the fire to spread so
fast, said Mr. Lindberry.

The McKinney Fire is just
one of several major wildfires
California has experienced this
summer. Vice President Kamala
Harris mentioned the wildfires
ripping through her home state
on Monday as she announced a
new Biden administration ini-
tiative of $1 billion in grants to
help localities prepare for cli-
mate-related disasters.

Longer Power Outages in Storms More Likely Amid Parts Shortage

By JENNIFER HILLER
AND KATHERINE BLUNT

Utilities across the country
are facing a shortage of trans-
formers heading into peak
storm season, when the criti-
cal gear for delivering electric-
ity is most at risk of destruc-
tion.

Wait times for transform-
ers, used to move electricity
from higher to lower voltages,
have quadrupled and are aver-
aging well over a year, utilities
say, raising the likelihood of
prolonged power outages dur-
ing hurricane season.

Companies are trying to
share limited inventories as
they face increasingly strong
storms, replace aging infra-
structure and manage soaring
demand for power. Their sup-
pliers, beset by supply-chain
challenges and a global scram-
ble for raw materials related
to electricity, haven’t been
able to keep pace.

“The fundamental problem
with transformers is they’re
used in everything that is re-
lated to electricity,” said Ray
Kowalik, chief executive of en-
gineering, architecture and
construction company Burns
& McDonnell Inc. The move to
electric vehicles as well as ris-
ing interest in power-hungry
cryptocurrencies and the de-
velopment of solar and wind
farms are a few factors push-
ing up demand for transform-
ers of all sizes. Data center
growth, increased residential
construction and the replace-
ment of old equipment also
are contributing to the higher
demand.

Mr. Kowalik said some of

his colleagues have started
calling the lack of distribution
transformers, recognizable as
the can-shaped equipment
mounted on neighborhood
utility poles or the green boxes
on concrete pads, “the current
toilet-paper shortage.”
Public Service Enterprise
Group Inc., which serves 2.3
million electric customers in
New Jersey, used to be able to
procure distribution trans-
formers within 12 weeks. Now,
it says it is taking more than a
year. The company has lately
started refurbishing some

Electric Research & Manufacturing Cooperative’s factory in Dyersburg, Tenn,, is sold out of transform

units, something it hasn’t typi-
cally done.

Chief Executive Ralph Izzo
said the company is taking
longer to deliver transformers
to the construction industry,
to the extent that it can, to en-
sure that the utility has
enough inventory for storm
season. He said the company
has enough of a buffer this
season for a storm akin to
Hurricane Isaias, which caused
extensive destruction and
widespread power outages in
New Jersey in 2020 even after
the hurricane weakened into a

tropical storm.

Two storms of that magni-
tude “would be very challeng-
ing, given competition be-
tween new construction and
storm readiness,” Mr. Izzo
said. Under those circum-
stances, he added, “you just
cannot accommodate new con-
struction, and that would be a
very bad day for the economy.”

A group of Florida lawmak-
ers in a June letter asked the
Federal Emergency Manage-
ment Agency to help mitigate
the problem, saying that the
state’s municipal utilities and

R sl
ers as the nation faces a shortage.
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electric cooperatives can no
longer stockpile transformers
and face “substantially longer”
power restoration after
storms. Alabama lawmakers
followed with a similar letter
in July.

Rudy Garza, interim chief
executive at city-owned CPS
Energy in San Antonio, has
likewise written to Texas pol-
icy makers advocating for the
creation of a strategic reserve
of transformers and wires.

“There’s going to be some
stuff that we don’t have that
our brothers and sisters on the

ANDREA MORALES FOR THE WALL STREET JOURNAL

coast are going to need in the
event of a major hurricane,”
Mr. Garza said.

Utilities have a long tradi-
tion of sharing equipment and
workers after disasters, but
voltages for transformers vary,
complicating matters. “You
can’t just take a transformer
that we use and ship it to Aus-
tin,” Mr. Garza said.

Electric Research & Manu-
facturing Cooperative Inc.,
known as Ermco, supplies an
estimated one-quarter of the
U.S. transformer market and
made about 460,000 trans-
formers last year in its Dyers-
burg, Tenn., factory, a record
for the company. Chief Execu-
tive Tim Mills said the com-
pany is trying to increase out-
put again but still must limit
orders to sometimes half of
what a company requests.

“I'm sold out or will be
locked in through 2025 by the
end of this summer,” said Mr.
Mills, who is part of an indus-
try group studying supply
chains and demand to try to
figure out solutions.

The company’s plant runs
24 hours a day, five days a
week. If Mr. Mills could add
600 workers to the current
1,700, he could operate seven
days a week and boost output
by a range of 25% to 30%. But
finding more workers isn’t
easy and raw-materials supply
chains are also stressed.

Watch a Video

Scan this code
for a video on
how the U.S.
power grid is
being strained.

Michigan Appeals Court Says 1931 Abortion Ban Can Be Enforced

By LAurA KusisTo

A Michigan appeals court
opened the door Monday for
county prosecutors to enforce
the state’s dormant 1931 ban
on abortion, a decision that
could curb the procedure in
the state for the first time
since the Supreme Court
ended the U.S. constitutional
right to the procedure.

The ruling, which turned on
issues of legal procedure instead
of abortion rights, reversed a
trial court ruling that temporar-
ily blocked enforcement of the
ban by local prosecutors.

The appeals court said the
judge who issued a preliminary
injunction against enforcement
didn’t have jurisdiction over
local county attorneys and
couldn’t order them not to use

the 1931 law, which bans abor-
tions at any state of pregnancy
unless the life of the mother is
at risk.

David Kallman, a lawyer for
prosecutors Jerard Jarzynka of
Jackson County and Christo-
pher Becker of Kent County,
who challenged the injunction,
said his clients would begin en-
forcing the abortion ban imme-
diately. Mr. Kallman, senior le-
gal counsel for the Great Lakes
Justice Center, added that
their offices don’t have any
pending cases related to pro-
viders breaking the 1931 law.

“If I were a doctor or a hos-
pital or a medical clinic pro-
viding abortions today, I would
stop immediately unless it’s to
save the life of a mother. Oth-
erwise they’re risking felony
charges,” he said.

CARLOS OSORIO/ASSOCIATED PRESS

Michigan Gov. Gretchen Whitmer wants the 1931 ban invalidated.

Kent County Prosecutor Christopher Becker sued to enforce it.

The ruling comes weeks af-
ter the U.S. Supreme Court’s
June 24 decision that over-
ruled Roe v. Wade and elimi-
nated constitutional protec-

tions for abortion.

Planned Parenthood of
Michigan said it planned to
continue providing abortions in
the state for now, arguing Mon-

ND RAPIDS PRESS/ASSOCIAT
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@ day’s ruling doesn’t take effect
g for at least 21 days, during the

group’s window to appeal to
the state’s Supreme Court.
Paula Thornton Greear,
president and chief executive
of Planned Parenthood of
Michigan, said the organiza-
tion was still reviewing the
court’s order and its legal op-

Z tions. “We’re committed to
= protecting abortion access in

Michigan,” she said.
Michigan is one of eight
states that had laws banning
abortion that predated Roe.
Those laws have been subject
to legal challenges in a num-
ber of those states, including
Arizona and Wisconsin.
Michigan Democratic Gov.
Gretchen Whitmer has filed
separate challenges to the
state’s 1931 law, seeking to get

the Michigan Supreme Court
to recognize a right to abor-
tion in the state’s constitution.
Ms. Whitmer filed a new mo-
tion Monday that seeks to
temporarily block enforcement
of the law, saying Michigan
abortion providers “presently
are forced to choose whether
to continue offering healthcare
services to women in this
state or potentially face crimi-
nal prosecution, creating ir-
reparable harm for women
who need healthcare now.”
Michigan voters also will
likely vote in November on
whether to add explicit protec-
tions for abortion rights to the
state’s constitution, which
would likely make the 1931 law
invalid.
—Jennifer Calfas
contributed to this article.
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Battle Over Climate, Tax Bill
Heats Up as Senate Vote Nears

Democrats say package
would reduce inflation;
Republicans disagree

and see hit to economy

By S10BHAN HUGHES
Anp TiMOTHY PUKko

WASHINGTON—Senators
returned to work Monday with
the Democrats defending their
climate, prescription drug and
tax plan while Republicans
stepped up their criticism of
the package, arguing over the
impact on inflation and house-
holds’ tax burdens.

Senate Majority Leader
Chuck Schumer (D., N.Y.) reit-
erated that he plans to start
votes related to the measure
this week. Democrats need to
keep all 50 members of their
caucus on board to pass the
bill through the evenly divided
Senate, as all Republicans op-
pose the legislation.

Sen. Joe Manchin (D., WVa.),
a pivotal centrist who reached
a surprise deal last week with

Mr. Schumer, continued to tout
the bill in remarks to reporters,
saying it would fight inflation
by lowering energy costs and
cutting the federal budget defi-
cit. He has cast the tax in-
creases in the bill as closing
loopholes for deep-pocketed in-
dividuals and corporations.
“There’s an awful lot of good
stuff in the bill,” Mr. Manchin
said. “It’s a balanced bill.”
One major victory for Mr.
Manchin in the deal would be
the permitting of the Mountain
Valley Pipeline project that
connects gas producers in his
home state to buyers else-
where. His office released a
summary of an agreement Mr.
Manchin and Mr. Schumer have
for federal permitting over-
hauls—to move for approval in
legislation separate from the
climate bill—that would guar-
antee the project’s approval.
Mr. Manchin defended a
provision eliminating preferen-
tial treatment for private-eq-
uity managers’ carried interest
income, something  Sen.
Kyrsten Sinema (D., Ariz.) has

signaled she would oppose. The
carried-interest tax increase is
estimated to raise $14 billion
over a decade. “How would
that be detrimental?” Mr. Man-
chin said of eliminating the
preferential treatment.

Ms. Sinema is reviewing the
bill and hasn’t said how she
would vote. She left a Senate
vote Monday without respond-
ing to a question about whether
she supported the package.

Republicans say the bill will
hurt the economy and do noth-
ing to fight inflation.

“We know what it looks like
when Democrats say they’ll
help the economy, and Ameri-
can families can’t take much
more of it,” said Senate Minor-
ity Leader Mitch McConnell (R.,
Ky.) on the floor.

According to Senate Demo-
crats, the package would raise
roughly $739 billion, with
much of the revenue coming
from the 15% corporate mini-
mum tax and enhanced tax-en-
forcement efforts at the Inter-
nal Revenue Service, as well as
projected savings from allow-

ing Medicare to negotiate
some prescription-drug prices.

It would spend roughly $369
billion on climate and energy
programs, including tax credits
for building more wind and so-
lar power, and provide support
for traditional sources of en-
ergy such as oil, gas and coal,
along with nuclear power. An
additional $64 billion is dedi-
cated to extending healthcare
subsidies for three years for
some Affordable Care Act us-
ers. The bill would dedicate the
rest of the new revenue toward
reducing budget deficits.

It would also cap out-of-
pocket drug costs for Medicare
beneficiaries at $2,000 a year.

Mr. McConnell and other
GOP senators pointed to two
studies they said called into
question Democrats’ claims
about the bills’ impact on taxes
and inflation. One, a report by
the Penn Wharton Budget
Model, estimated the bill would
have little to no impact on in-
flation. The other, from the
nonpartisan Joint Committee
on Taxation, showed tax levels

‘It’'s a balanced bill,’ said Sen. Joe Manchln (D WVa)

for households would rise. That
study excluded the impact of
the changes in Affordable Care
Act subsidies, prescription-
drug-pricing changes and some
energy provisions.

White House press secre-
tary Karine Jean-Pierre called
the Joint Committee on Taxa-
tion report incomplete be-
cause it doesn’t take into ac-
count the full package.

“It omits the actual benefits
that Americans would receive,”
she said, citing savings on pre-
scription drugs and energy.

The joint committee’s anal-
ysis shows that tax burdens go
up at all income levels because

of the corporate tax increase
for two reasons: People at all
income levels own corporate
stock and some portion of cor-
porate taxes are ultimately
paid by workers.

Senate Democrats aim to ad-
vance the bill through the 50-50
Senate by using a process tied
to the budget known as recon-
ciliation, which allows the party
to get around the 60-vote hur-
dle needed for most legislation.
The Senate parliamentarian,
whose procedural guidance will
determine whether parts of the
bill should be stripped under
reconciliation rules, is still eval-
uating the package.

Jan. 0 Rioter Gets More T han Seven Years

By ALEXA CORSE

A Texas man was sentenced
to seven-and-a-quarter years
in prison for provoking the
crowd at the U.S. Capitol on
Jan. 6, 2021, and other crimes,
representing the longest sen-
tence given to a Jan. 6 defen-
dant so far.

Guy Reffitt, who was the
first Jan. 6 defendant to stand
trial, was convicted of ob-
struction, a gun crime and
other charges by a jury in
March. His case has been
watched closely as hundreds
of other Jan. 6 defendants
weigh whether to take plea
deals or continue fighting
their charges.

Mr. Reffitt wore an orange
inmate’s outfit and a white
mask in the courtroom. “I did
want to definitely make an
apology,” he said. He said he
didn’t want anything to do
with politics going forward.

Judge Dabney L. Friedrich,
a Trump appointee, ques-
tioned Mr. Reffitt’s apology,
saying he previously hadn’t
accepted responsibility for his
actions and that he had de-
scribed himself as a martyr.
Mr. Reffitt said he wasn’t
good at explaining himself and
that he had a tendency to ex-
aggerate. “Clearly, I'm not as
smart as I'd like to think I
am,” he said.

Mr. Reffitt, who wasn’t ac-
cused of entering the Capitol
building itself, was among the
crowd of supporters of then-
President Donald Trump who
stormed the Capitol while
Congress was certifying Presi-
dent Biden’s victory in the No-
vember 2020 election.

Shauni Kerkhoff, a former
Capitol Police officer who de-

DANA VERKOURTEREN/ASSOCIATED PRESS

Guy Reffitt, pictured in a courtroom sketch in February. was the first Jan 6 defendant to stand trial.

fended the building on Jan. 6,
asked the judge to impose a
stiff sentence. “I watched in
horror as he encouraged the
angry mob,” Ms. Kerkhoff said
in court Monday, describing
her encounter with Mr. Reffitt
that day.

After the Jan. 6 riot, prose-
cutors have said, Mr. Reffitt
threatened his children not to
report him to authorities.

Mr. Reffitt’s wife, Nicole,
told reporters outside the
courthouse that her husband
is a patriot and that the case
against him was political.

More than 850 people have
been charged in connection
with the attack. More than
300 people have pleaded
guilty, and hundreds more are
fighting the charges. The lon-
gest sentence previously is-

sued in a Jan. 6 case was 63
months, given to two men who
separately pleaded guilty to
assaulting police officers.
The judge on Monday de-
nied prosecutors’ request to

Prosecutors had
sought a 15-year
sentence for Mr.

Reffitt.

add a terrorism enhancement
to the sentence, saying the
government hadn’t sought it
in other Jan. 6 cases that she
said also included serious alle-
gations. It was the first time
prosecutors had sought that

stiffer penalty in a Jan. 6 case.

Prosecutors had sought a
15-year sentence for Mr. Ref-
fitt, arguing his actions
amounted to terrorism by try-
ing to intimidate Congress to
stop the certification of Demo-
crat Joe Biden’s 2020 presi-
dential-election victory.

During the hearing, Judge
Friedrich reproached Mr. Ref-
fitt, saying he had made
frightening claims about rebel-
ling against the government
and hadn’t acknowledged that
his actions were wrong. “In
democracy, we respect a
peaceful transfer of power,”
she said.

Mr. Reffitt’s attorney, F.
Clinton Broden, requested his
client serve a shorter sentence
of no more than two years,
adding that Mr. Reffitt has al-

ready spent approximately 19
months in custody. Mr. Broden
stressed that Mr. Reffitt didn’t
assault anyone.

Federal guidelines had sug-
gested a possible sentence of
roughly nine to 11 years for
Mr. Reffitt.

Mr. Reffitt’s trial provided a
portrait of a family torn apart
by the case. His son, Jackson
Reffitt, testified against his fa-
ther in March, describing how
he became concerned about
his father’s ties to a local
right-wing militia group and
menacing statements about
Washington lawmakers. The
then-18-year-old reported his
father’s behavior to the Fed-
eral Bureau of Investigation in
December 2020, about two
weeks before the Jan. 6 attack.

Jackson Reffitt submitted a
letter to the court for the sen-
tencing, saying his father had
“fallen into a horrible commu-
nity” and he hoped his father
would get mental-health treat-
ment.

The younger of Mr. Reffitt’s
two daughters, Peyton Reffitt,
defended her father, speaking
in the courtroom Monday to
seek a lighter sentence. “As I
know my father, he is not a
threat to my family,” she said,
adding that his mental health
is an issue.

Peyton Reffitt also has criti-
cized Mr. Trump. “In my opin-
ion, President Trump abused
his authority and enormous
influence he had on these peo-
ple to see if what possibly
could happen, would happen,”
she wrote in a letter submitted
to the court. “President Trump
deceived my father and many
other normal citizens with
families to believe that this
past election was fraudulent.”

Amgen
Fights
Tax Bill

Continued from Page One

ing operations in low-tax
Puerto Rico, a U.S. territory
that is considered a foreign
country for corporate income-
tax purposes.

An Amgen spokeswoman
said that until recently, the IRS
agreed with the proportion of
profit that should be allocated
between the company’s U.S. and
Puerto Rico operations.

“Our tax returns have always
been compliant with the law
and reflect our position that
the appropriate allocation has
not changed—our allocation of
profit recognizes the key con-
tributions made, the risks
taken, and the significant eq-
uity value of our Puerto Rico
subsidiary,” the spokeswoman
said.

The IRS declined to com-
ment, in keeping with its general
practice in ongoing litigation.

Amgen, based in Thousand
Oaks, Calif., helped pioneer the
biotechnology industry. It is
now among the world’s biggest
drugmakers by sales. Its drugs
include arthritis treatment En-
brel and Prolia for osteoporosis,

which helped contribute to the
company’s nearly $26 billion in
revenue last year.

Amgen’s low tax rate has
long been admired by investors
because it helped the company
reliably beat analysts’ quarterly
earnings estimates, said Brian
Skorney, a Robert W. Baird &
Co. analyst.

In 2013, the company posted
a 3.5% effective tax rate for the
year, compared with a 35% rate
under federal law in the U.S. at
the time, according to Amgen’s
annual financial report.

“At the time, shareholders
were like, ‘Oh, my God, they’re
so good at tax accounting,’ ”
Mr. Skorney said. Yet in retro-
spect, “that was a pretty nega-
tive signal that the IRS was
probably going to come knock-
ing,” he said.

Amgen said its 2013 tax rate
was unusually low because of
several factors, including a
large acquisition and a federal
tax credit retroactively rein-
stated by Congress. Amgen’s
annual report for that year said
its foreign profits reduced its
tax rate by 21.3 percentage
points in 2013.

In addition to billing Amgen
for back taxes and penalties for
2010 to 2015, the IRS is cur-
rently auditing Amgen’s tax re-
turns for 2016 to 2018, the
company has said.

Amgen is contesting the
IRS’s claims in U.S. Tax Court
and has said the dispute is

Amgen’s low tax burden had been driven largely by its
manufacturing on a site in low-tax Puerto Rico, above.

likely to take years to resolve.

The company has said in Tax
Court filings that it accurately
attributed its profits to the
countries where they were
earned.

Amgen said in court filings
that the IRS audited its meth-
odology for the eight years be-
fore 2010 and never raised ob-
jections. It is arbitrary and
capricious for the IRS to retro-
actively apply a different pric-
ing methodology and impose
penalties on the companies,
Amgen said. The IRS typically
views each tax year as separate.

The company said the IRS
failed to properly account for the
value of its Puerto Rican manu-
facturing operations. Amgen said
it employs 2,400 people in
Puerto Rico and has made $4 bil-
lion in capital investments in its
operations there. In addition, the

company said the IRS made cer-
tain miscalculations that over-
stated the tax it owes by about
$2 billion.

The IRS and lawmakers have
been scrutinizing the interna-
tional tax practices of U.S. com-
panies. Coca-Cola Co. and Meta
Platforms Inc. are both in mul-
tibillion-dollar cases with the
IRS over how to value internal
transactions that resulted in
concentrations of profits
abroad.

The Senate Finance Commit-
tee is investigating the pharma-
ceutical industry’s use of for-
eign subsidiaries to avoid
paying domestic taxes on U.S.
prescription-drug sales.

The committee in July de-
tailed how AbbVie Inc. reduces
its tax payments for U.S. sales of
its blockbuster medicine Humira
by keeping its patent rights un-

AMGEN

der a Bermuda subsidiary, where
it has no employees or signifi-
cant operations, and manufac-
turing it in Puerto Rico.

AbbVie didn’t respond to a
request for comment.

Amgen doesn’t disclose its
effective tax rate in Puerto
Rico, but last year it said its
operations there were a signifi-
cant factor for its global 12.1%
tax rate falling below the U.S.
statutory rate of 21%.

When determining the loca-
tion of profits, tax law focuses
on where value is created. It
doesn’t require that profits
match the location of sales, but
they are often similar. Pharma-
ceutical companies, however,
rely on easy-to-move patents
and have typically had larger
divides between where they put
profits and where they have
economic activity.

Amgen reported $15.7 billion
in U.S. taxable income from
2010 to 2015, or about 39% of
the $40.5 billion the IRS calcu-
lates, according to Amgen’s
court filings. Nearly all of the
underreported income—about
$23.7 billion—came from Am-
gen’s profit allocations to
Puerto Rico, and the remainder
of $1.1 billion from other items,
according to the IRS.

Amgen claimed in its tax re-
turns over the same period that
it owed $2.06 billion in federal
tax, less than one-fifth of the
$10.7 billion the IRS has as-
sessed.

Impostor
In Secret
Service

Case Pleads
Guilty

By SADIE GURMAN

WASHINGTON—A man
pleaded guilty Monday to
charges stemming from a
scheme in which prosecutors
said he and a co-defendant
posed as federal law-enforce-
ment officers and lavished
gifts on Secret Service agents,
including rent-free apartments
and a drone.

Arian Taherzadeh acknowl-
edged he never actually
worked as a Department of
Homeland Security officer but
sought to ingratiate himself
with real federal agents to
deepen their relationship and
promote his private-security
services. Prosecutors said he
at times pretended to be a
member of a federal task
force, a U.S. Air Marshal and a
U.S. Army Ranger.

Mr. Taherzadeh pleaded
guilty to a federal conspiracy
charge and two District of Co-
lumbia offenses, unlawful pos-
session of a large-capacity
magazine and voyeurism, for
installing hidden cameras in
his bedroom that he used to
record videos of women having
sex that he shared with others.

He agreed to cooperate with
prosecutors, who could seek a
lesser sentence than the 37-
to-46 month guideline called for
in the plea agreement if they
find he provides substantial as-
sistance in their continuing
probe. He faces additional time
for the local offenses. U.S. Dis-
trict Judge Colleen Kollar-Ko-
telly allowed him to remain free
on certain conditions pending
another hearing in November.

The ruse that began in De-
cember 2018 became public in
April, when authorities ar-
rested Mr. Taherzadeh and an-
other man, Haider Ali, and
searched a high-end apartment
building in southeastern Wash-
ington from which they oper-
ated. Investigators found a
trove of policing and spy tools,
including firearms, a drone and
police lights, prosecutors said.

The men came to the atten-
tion of law enforcement when a
Postal Service inspector inves-
tigating an unrelated complaint
about an assault heard about
the men from residents of the
apartment complex. The postal
inspector interviewed the men
and alerted authorities.

Mr. Ali earlier pleaded not
guilty to impersonating federal
officers and firearms charges.
His lawyer Gregory Smith de-
clined to comment Monday.
The men’s defense attorneys
had denied there was a plot to
bribe or infiltrate the Secret
Service, saying they acted out
of a desire for friendship.

Prosecutors said Mr. Taherza-
deh used the ruse to promote his
private-security company, called
United States Special Police LLC,
and Mr. Smith has said Mr. Ali
may have believed he was work-
ing for a legitimate business.

J. SCOTT APPLEWHITE/ASSOCIATED PRESS



P2JW214000-0-A00500-1-------- XA

Tuesday, August 2,2022 | A5 '

THE WALL STREET JOURNAL.

LET'S GO BEYOND NET ZERD.
ALL THE WAY TO REAL ZERD.

NextEra Energy is the first company in history
committed to moving past net zero all the way
to Real Zero, leveraging low-cost renewables
to drive energy affordability for customers.

SEE OUR PLAN AT




P2JW214000-4-A00600-1-------- XA

A6 | Tuesday, August 2, 2022

* %k k%

THE WALL STREET JOURNAL.

U.S. NEWS

Future of Boy Scouts Rocky After Chapter 11

The Boy Scouts of America
has a pathway out of bank-
ruptcy, but the group faces
challenges in repairing its fi-
nances and reputation after
resolving a legacy of sexual
abuse.

By Becky Yerak,
Kris Maher
and Jodi Xu Klein

A bankruptcy court last
week approved most parts of a
landmark compensation plan
of at least $2.5 billion that
would end the Boy Scouts’
chapter 11 case and resolve
roughly 82,200 individual
claims of sexual abuse. An exit
from chapter 11 would shield
the Boy Scouts from further
sex-abuse lawsuits, while test-
ing whether it can still appeal
to families despite its past
failures to protect children.

The chapter 11 case was the
largest and most complex
bankruptcy case filed to re-
solve mass claims of sexual
abuse. Adult survivors wrote
hundreds of letters to the
bankruptcy court, recounting

lives twisted by childhood
abuse and detailing their
views of the proceedings.

News of the courtroom bat-
tles between the Boy Scouts
and abuse survivors filtered
down to scouting communities
and families, fueling doubts
about the organization as it
tried to hammer out settle-
ments. Now the group is close
to emerging from bankruptcy,
low on cash but retaining
much of its prized property
holdings and adventure camps.
The group is hoping for a
chance to start fresh, but faces
longer-term challenges from
declining membership.

“The Boy Scouts can earn
back trust and respect over
time, but this change won’t be
easy and will likely need to be
measured in decades,” said
Michael Bellavia, chief execu-
tive of HelpGood, a Los Ange-
les marketing agency focused
on social impact.

“It can’t be just a campaign
or apology tour, and it likely
will take credible efforts to re-
make their leadership, internal
operations, communications,

and investments,” said Mr.
Bellavia, an Eagle Scout.

The chapter 11 plan keeps
the Boy Scouts’ roughly 250
affiliated local councils safe
from future sex-abuse law-
suits, and protects recruiting
pipelines from civil and reli-
gious partner groups.

The group faces
challenges repairing
its finances and its
reputation.

The organization’s national
governing body, based in Ir-
ving, Texas, and local councils
across the country are to-
gether contributing roughly
$800 million. Contributions
from insurance companies and
troop sponsors bring the total
victim compensation to more
than $2.5 billion. An earlier to-
tal was roughly $2.7 billion but
Judge Laurie Selber Silverstein
struck down a $250 million

settlement with the Church of
Jesus Christ of Latter-day
Saints, declining to grant the
institution the releases that
would shield it from further
sex-abuse lawsuits.

The Boy Scouts also are re-
sponsible for at least $239
million in professional fees
and expenses through June,
court filings show. That num-
ber will grow the longer the
bankruptcy case goes on. Cash
on the Boy Scouts’ books is
dropping, falling to roughly
$32.7 million through June.

The Boy Scouts have apolo-
gized for failing to protect chil-
dren in the past, while noting
that most abuse claims predate
youth-protection protocols put
in place roughly three decades
ago. The group has pointed to
efforts to make scouting safer,
saying its protocols are the
strongest of comparable youth-
focused nonprofit groups. Ev-
ery interaction between adult
volunteers and Scouts, whether
in-person or over the phone or
email, must involve two adults.

Doubts persist among some
child safety advocates—and

parents—about scouting.

On Memorial Day, Matthew
Slovack, a 45-year-old truck
driver in Colona, Ill., set up a
recruiting booth for local Boy
Scout troops next to a funnel-
cake stand at a local festival
so he would get plenty of traf-
fic. Many parents who stopped
by expressed concerns about
the safety of scouting, while
others told him they didn’t
even know that the Boy Scouts
still existed, he said.

“Due to all the negative
stuff on TV, parents are a little
hesitant to sign up youths, and
I really don’t blame them,” Mr.
Slovack said. He said he volun-
teers up to 20 hours a week on
scouting projects and has a 12-
year-old son who is a Boy
Scout and another, now 20,
who is an Eagle Scout.

Kenneth Power, 54, an
abuse survivor from Denver,
said that the Boy Scouts still
had a valuable charitable mis-
sion to carry out and that its
acknowledgment of past fail-
ures showed it learned its les-
son about the need to protect
children. The bankruptcy plan

is the best deal available for
survivors, he added.

The Boy Scouts has forecast
that it will have 14 million
members in 2025 but would
have had 1.9 million if it hadn’t
been for the Covid-19 pan-
demic, according to March tes-
timony in the bankruptcy court.

In the past decade, the
group has expanded its reach
to counter a decline in mem-
bership. The organization be-
gan to allow openly gay boys
to join in 2014 and transgen-
der youths in 2017, before
starting to accept girls into its
core youth programming later
that year. Scouting is now
made up of 10% to 15% of fe-
male members, Brian Whitt-
man, a restructuring adviser
to the Boy Scouts, testified in
March.

“I believe that that has an
upside opportunity for the or-
ganization in terms of putting
some of that historic turmoil
behind it and allowing that
growth to continue,” he said.

—Andrew Scurria
and Akiko Matsuda
contributed to this article.

U.S. WATCH

MASSACHUSETTS

Gun Bill Passes After
Supreme Court Ruling

A bill aimed at recasting
Massachusetts’ gun laws in the
wake of the U.S. Supreme Court
ruling making it harder for
states to limit access to fire-
arms was approved by lawmak-
ers Monday.

Democratic leaders—who
have pledged to draft tougher
legislation when they come back
into formal session next year—
said the bill would bring state
law in line with the high-court
ruling that found a New York
law restricting carrying licenses,
similar to Massachusetts law,
was unconstitutional.

Under the New York law, resi-
dents needed to show proper
cause, or an actual need, to
carry a concealed handgun in
public for self-defense. Massa-
chusetts’ law had said those
deemed suitable could get a li-
cense to carry if they show
“good reason to fear injury” to
themselves or their property “or
for any other reason,” including
“for use in sport or target prac-
tice only.”

Republican Gov. Charlie Baker
said last week that he talked to
Democratic leaders and hoped to
have a bill he can sign.

—Associated Press

-

LINED UP: Kansans voted at the Sedgwick County Historic Courthouse in Wichita and across the state on Monday, the last day of
early voting. People cast ballots on whether to amend the Kansas Constitution to explicitly say that it doesn’t protect abortion.

NEVADA

Geothermal Plant
Allowed to Proceed
A U.S. appeals court rejected

a bid by environmentalists and
a Nevada tribe to halt con-

struction of a geothermal
power plant that opponents
say would harm an endangered
toad and destroy sacred hot
springs.

The Ninth U.S. Circuit Court
of Appeals refused on Monday
to reinstate a preliminary in-

junction that temporarily sus-
pended work on Ormat Ne-
vada’s project 100 miles east of
Reno that would generate car-
bon-free power by pumping hot
water from beneath the earth.
A three-judge panel that
heard oral arguments on the

appeal last month concluded
that further delay of the proj-
ect would make it “all but cer-
tain” Ormat would be unable to
meet a contract deadline to
complete construction by the
end of this year.

—Associated Press

TRAVIS HEYING/THE WICHITA EAGLE/ASSOCIATED PRESS

OBITUARY

Mo Ostin, Legendary
Music Executive, 95

Mo Ostin, the influential music
executive who led Warner Bros.
Records for decades and helped
launch some of the biggest art-
ists in the industry, has died. He
was 95.

Mr. Ostin died in his sleep on
Sunday, according to Warner Re-
cords Chief Executive Aaron Bay-
Schuck and Chief Operating Offi-
cer Tom Corson.

“Mo was one of the greatest
record men of all time, and a
prime architect of the modern
music business,” the music execu-
tives said in a joint statement.

Mr. Ostin began working for
Verve Records when he was in
his 20s, according to the Rock &
Roll Hall of Fame.

He was chosen by Frank Sina-
tra to head the singer’s Reprise
label, which joined forces with
Warner Bros. Records in 1963. Mr.
Ostin headed the new company
as it signed such acts as Jimi
Hendrix, Prince, Madonna, U2, and
Van Morrison, among others.

When Mr. Ostin left in the
1990s, Warner Music was the top
company among its music peers,
with 21.38% of the current-album
market share, according to indus-
try tracking firm SoundScan Inc.

—Talal Ansari

Pelosi Sets
Visit to
Taiwan

Continued from Page One
support for Taiwan, a demo-
cratically governed island that
Beijing claims as Chinese ter-
ritory.

China’s military conducted
live-fire exercises in the South
China Sea and off the coast of
the mainland opposite Taiwan
in recent days, according to
Chinese state media. A Chi-
nese Foreign Ministry spokes-
man renewed a warning Mon-
day that the People’s
Liberation Army “will not sit
idly by” if Mrs. Pelosi makes
the visit. He didn’t elaborate
on what actions China might
take.

The potential for trouble
prompted the White House on
Monday to try to ease ten-
sions, with officials reiterating
that a visit by Mrs. Pelosi
doesn’t break precedent and
that U.S. policy hasn’t
changed.

“There is no reason to use
a potential visit to justify or
to spark some sort of crisis or
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conflict,” John Kirby, the
White House’s National Secu-
rity Council spokesman, said.

Mr. Kirby said that Beijing
appears to be positioning it-
self for further action, includ-
ing staging more military ex-
ercises, firing missiles into the
Taiwan Strait or sending more
aircraft and naval vessels into
areas closer to Taiwan where
they haven’t operated.

For Beijing, a visit by Mrs.
Pelosi is seen as a high-profile
instance of rising U.S. political
and military support for Tai-
wan, contravening Washing-
ton’s commitments to limit its
ties to the island. Allowing a
Pelosi visit to go ahead with-
out consequences, Chinese
foreign affairs specialists said,
would invite more senior po-
litical officials from the U.S.
and other countries to visit
Taiwan, breaking Beijing’s dip-
lomatic blockade of the island.

Mrs. Pelosi opened her trip
to Asia on Monday in Singa-
pore. She and four other Dem-
ocratic members of Congress
met with Singapore Prime
Minister Lee Hsien Loong,
who hailed the importance of
stable U.S.-China relations for
regional peace and security,
according to a statement by
Singapore’s Ministry of For-
eign Affairs.

She attended a closed-door
reception with the American
business community and af-
terward didn’t respond to
questions outside the venue. A
statement released by her of-
fice didn’t mention Taiwan,
nor did an announcement
Sunday of her trip, which said
the delegation’s schedule in-
cludes high-level meetings in
Malaysia, Japan and South
Korea.

“As we continue our re-
gional travel, we look forward
to additional engagement with
our partner nations to ad-
vance a free and flourishing
Indo-Pacific,” the Monday
statement about her trip said.

Taiwan’s government,

which often doesn’t announce
high-level visits in advance,
has sidestepped questions
about Mrs. Pelosi.

While the White House as
well wouldn’t confirm the Tai-
wan stop, its possibility con-
sumed a large portion of the
two-hour-plus phone call last
week between the U.S. and
Chinese leaders.

Xi Jinping told President
Biden, a Democrat, that China
would safeguard national sov-
ereignty, describing it as “the
unbending will of 1.4 billion
Chinese people.” “Those who
play with fire will perish by
it,” China’s official account of
the meeting said.

Mr. Biden, for his part, told
the Chinese leader that U.S.
policy on Taiwan hasn’t
changed and that Washington
opposes unilateral changes to
the status quo.

Mr. Biden also emphasized
to Mr. Xi that Congress is in-
dependent from the executive
branch, the White House’s Mr.
Kirby said.

Mr. Kirby criticized China
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me Minister Lee Hsien Loong met on Monday.

for “irresponsible rhetoric.”
He said the U.S. will ensure
Mrs. Pelosi’s safety, adding
that a Pelosi visit, should it
occur, is in line with previous
official exchanges.

“We urge China, if she goes,
to see this for exactly what it
is: Nothing new. No change to
our policy, and certainly not
an unprecedented visit by the
speaker of the House,” he
said.

The Pentagon, meanwhile,
added to the naval forces op-
erating in the region as a de-
terrent. The aircraft carrier
USS Ronald Reagan, which
last week was ordered to leave
a port call in Singapore, was
in the Philippines Sea with its
accompanying ships plus the
amphibious assault ship the
USS Tripoli, defense officials
said Monday.

A potential stop in Taiwan
by Mrs. Pelosi’s delegation has
discomfited the Biden admin-
istration. Should Mrs. Pelosi
go ahead with the visit, the al-
ready sharp tensions between
China and the U.S. are ex-

pected to escalate further.

Mr. Biden didn’t speak to
Mrs. Pelosi about her trip, an
administration official said.
Members of the administra-
tion’s national-security team
briefed Mrs. Pelosi, said Sa-
loni Sharma, a spokeswoman
for the National Security
Council. “She will make her
own decisions because Con-
gress is an independent
branch of government,” Ms.
Sharma said.

For Mrs. Pelosi, the visit is
a potential capstone for a ca-
reer that she built focused on
strengthening democracy
around the world, a former
aide said. Many Democrats ex-
pect the longtime leader to
step down at the end of this
year, so her time to travel as
second in line to the presi-
dency and leader of the House
is likely ending.

“She’s a woman who uses
every minute of her life to get
stuff done,” said Daniel Weiss,
Mrs. Pelosi’s former chief of
staff. “It is expected to be
near the end of her career and
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this is an important piece of
her overall legacy in Con-
gress.”

Mrs. Pelosi has previously
taken potentially high-risk
trips. She visited Ukrainian
President Volodymyr Zelensky
in Kyiv in May, the highest-
ranking U.S. official to do so.
Members of Congress have in-
creasingly worried about
China attacking Taiwan, and
when asked two weeks ago
how the U.S. could deter such
action, Mrs. Pelosi stressed
that it was important to
“show support for Taiwan.”

Asia has been a focus of
Mrs. Pelosi’s since she first ar-
rived in Congress more than
three decades ago. She has of-
ten spoken out about human-
rights violations in China.

Mrs. Pelosi unfurled a pro-
test banner in Tiananmen
Square in 1991, two years after
the Chinese military crushed
pro-democracy demonstra-
tions there. In 2015, Beijing al-
lowed her to visit Chinese-
controlled Tibet, a rare
concession, especially given
her longstanding relationship
with the Dalai Lama, the ex-
iled Tibetan leader.

When Republican House
Speaker Newt Gingrich trav-
eled to Taiwan in 1997, Beijing
initially objected and threat-
ened a response. Mr. Gingrich,
however, first made a high-
profile visit to Beijing, meet-
ing with Chinese leaders be-
fore eventually traveling to
Taiwan.

Back then, the priority for
Chinese leaders was a smooth
handover of Hong Kong to
Chinese sovereignty. The
stakes this time are higher for
Beijing and for Mr. Xi in par-
ticular. Having cemented his
authority over the past de-
cade, he is poised to break
with recent precedent and se-
cure a third term in power
later this year.

—Liza Lin, Natalie Andrews
and Nancy A. Youssef
contributed to this article.




P2JW214000-5-A00700-1-------- XA

THE WALL STREET JOURNAL.

* %k ok k%

Tuesday, August 2, 2022 | A7

WORLD NEWS

Ukrainian Grain Is Shipped

In first since invasion,
export vessel departs
Odessa port in deal to
ease food shortages

KYIV, Ukraine—Ukraine dis-
patched its first grain ship-
ment since the start of Rus-
sia’s invasion, under a deal
aimed at easing global food
shortages.

By Matthew Luxmoore,
Jared Malsin and
Alistair MacDonald

The ship departed the
Odessa port on Monday carry-
ing 26,000 metric tons of corn
headed for Tripoli, Lebanon,
according to Ukrainian officials
and the Turkish government,
which helped broker the deal.

The Sierra Leone-flagged
bulk carrier, the Razoni, was ex-
pected to arrive in Istanbul on
Tuesday and then continue on
its course following inspections.

The shipment is the first
test for a deal reached in July
to allow Ukraine, one of the
world’s largest grain exporters,
to begin shipping some 18 mil-
lion metric tons that have been
trapped in the country since
Russia’s invasion in February.

While the start of ship-
ments is promising for Ukrai-
nian farmers and the country’s
mainly developing-world buy-
ers, the flow of corn, wheat
and barley will still be lower
than before the war. It will
take months to clear the back-
log of grain, and this season’s
harvests are expected to be

The Razoni left port Monday carrying 26,000 metric tons of corn.

depleted by the war.

The U.S. Department of Ag-
riculture predicts Ukraine will
export 30.6 million metric tons
of grains and seeds over the
2022-23 season, almost half
the tonnage of the season be-
fore.

The Razoni was escorted
out of the port in the strategic
southern city of Odessa by a
Ukrainian government vessel.
Inspection teams including of-
ficials from Turkey, the United
Nations and Russia are set to
check ships involved in the
deal.

Further ships are expected
to depart in the coming days,
with several already loaded be-
fore the Russian invasion be-
gan. Ukrainian President Vo-
lodymyr Zelensky on Friday
oversaw the first loading of a
ship with grain since February
at Chornomorsk port, near
Odessa.

Ukrainian Foreign Minister

Dmytro Kuleba called the re-
sumption of grain exports a
“day of relief for the world, es-
pecially for our friends in the
Middle East, Asia and Africa.”

“Ukraine has always been a
reliable partner and will re-
main one should Russia respect
its part of the deal,” he wrote
on Twitter.

The resumption of ship-
ments offers hope of crucial in-
come to Ukraine as its econ-
omy buckles under the weight
of Russia’s invasion. Farming
accounted for over 40% of
Ukrainian exports before the
war and employs 14% of the
country’s population, according
to the USDA. It could offer a
lifeline to Ukraine’s embattled
farmers, granting them hard
cash with which to buy the
seeds, fuel and fertilizer they
need to sow their next crops
and ensure their survival.

Before the war, Russia and
Ukraine together accounted for

SERHII SMOLIENTSEV/REUTERS

almost a third of all global
wheat exports. Ukraine was
also a major exporter of corn
and barley. Ankara, together
with the U.N., helped broker
the July 22 agreement after
months of negotiations.

The ship’s departure Mon-
day signals that Ukraine, along
with Turkey and the U.N., are
determined to implement the
grain deal despite the threat
posed by Russia’s attacks on
Ukrainian agricultural infra-
structure.

Senior Ukrainian officials
have expressed doubt as to
whether Russia would uphold
its end of the deal. Russian
missiles struck the port of
Odessa on July 23, just hours
after officials from all four par-
ties signed the agreement in
Istanbul. Russian officials said
the strike targeted military in-
frastructure.

The deal calls on Ukraine
and Russia not to attack ships
carrying grain, and to refrain
from strikes on three ports
covered by the deal. Officials
from all four parties are set to
monitor the deal from a new
control center in Istanbul.

U.N. officials have said one
or more ships would likely
leave Ukraine under the deal in
the early days of the agree-
ment in part to demonstrate
that the agreement can work.
The deal is in effect for 120
days and can be renewed.

On Monday, the prices of
wheat and corn fell 1.6% and
2.1%, respectively, as among
other factors market partici-
pants anticipated higher sup-
plies of Ukrainian grains.

Russia Redeploys
As Focus Shitts

BY BRETT FORREST
AND BoJAN PANCEVSKI

KYIV, Ukraine—Russia is re-
positioning troops to strengthen
its hand in southern Ukraine,
shifting forces from the front
line in northern Donbas, says
the Ukrainian and British mili-
taries, ahead of a planned
Ukrainian offensive in the south.

Ukraine’s southern command
said Russian battle groups are
being deployed near Kryvyi Rih
and Zaporizhzhia, southern
Ukrainian cities that lie to the
north of territory fully con-
trolled by Moscow. “Now the
Russian army is trying to
strengthen its positions in the
occupied areas of the south of
our country,” Ukrainian Presi-
dent Volodymyr Zelensky said.

The U.K.’s Defense Ministry
said Russia is reallocating a
significant number of troops
and likely adjusting its Donbas
offensive after failing to make
a decisive breakthrough under
a plan Moscow has followed
since April.

“It has likely identified its
Zaporizhzhia front as a vulner-
able area in need of reinforce-
ment,” the UK. Defense Minis-
try said Monday. Russia’s
Defense Ministry didn’t re-
spond to a request to comment.

After months of Russian
forces making slow gains in
Ukraine’s east, the focus of the
war is moving south.

Ukraine has wused long-
range artillery and rocket sys-
tems to halt Russia’s advances

in the east, and apparently
limit Moscow’s ability to sup-
ply its front lines. Now, with
the help of Western weapons,
Ukraine says it is mounting a
counteroffensive to take back
the southern port city of Kher-
son, the largest population
center occupied by the Rus-
sians and the first city to fall.

On Monday, the Biden ad-
ministration authorized an ad-
ditional $550 million in U.S.
military aid for Ukraine, bring-
ing Washington’s security as-
sistance for Kyiv to more than
$8 billion since Russia’s inva-
sion. Earlier in the day,
Ukraine’s defense minister said
four additional Himars arrived,
and he thanked President Bi-
den and Defense Secretary
Lloyd Austin for strengthening
the Ukrainian army.

“We have proven to be smart
operators of this weapon,” Olek-
sii Reznikov wrote on Twitter.

Russia on Monday continued
to shell positions around the
regions of Donetsk, Kharkiv and
Zaporizhzhia, the Ukrainian
military said, areas that have
been under attack for months.

Meanwhile, Ukraine’s Gen-
eral Staff said it detected the
deployment of radar systems
across its border with Belarus,
a Russian ally that has served
as a key staging ground and
supply point for the invasion.
Russia moved some troops
into Belarus during its military
buildup ahead of its February
invasion, but Belarusian forces
haven’t entered the conflict.

Sept. 11 Strategist Was Seminal Figure of Modern Jihad

By JARED MALSIN
AnD NANCY A. YOUSSEF

Al Qaeda leader Ayman al-
Zawabhiri, who died Sunday in
a U.S. drone strike in Kabul,
was a founding member of the
jihadist movement and a key
strategist behind a decades-
long campaign of terror, in-
cluding the deadliest strike on
U.S. soil on Sept. 11, 2001.

He was 71 years old.

From his days as a young
medical student who organized
—  underground

OBITUARY Islamist cells in
AYMAN Cairo to his
AL-ZAWAHIRI years as Osama
1951-2022 bin Laden’s top

—— lieutenant in al
Qaeda, Zawabhiri was a seminal
figure of modern jihad as it
transformed from a movement
seeking to topple authoritarian
regimes in the Middle East to
waging war on the West.
Zawahiri helped steer the ji-
hadist movement toward a
confrontation with the U.S. that
he hoped would draw America
into costly wars in the Middle
East. That strategy led to the
9/11 attacks, which claimed
nearly 3,000 lives, and helped
prompt the American-led inva-
sions of Afghanistan and Iraq
in response, which resulted in
the deaths of hundreds of
thousands of people. Zawahiri
was the most important of bin
Laden’s advisers as they
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Ayman al-Zawahiri, right, with Osama bin Laden in Afghanistan in 2001. H

planned the 9/11 hijackings.

The FBI offered a reward of
up to $25 million for informa-
tion leading to his capture af-
ter he was indicted in connec-
tion with the 1998 bombings
of the U.S. embassies in Tan-
zania and Kenya, which killed
224 people.

After taking over the organi-
zation when American special
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forces killed bin Laden in 2011,
Zawabhiri presided over a trou-
bled period in al Qaeda’s his-
tory. Under his helm, al Qaeda
was eclipsed within the jihadist
world by Islamic State.
“Zawabhiri led from behind,
while bin Laden led from the
front,” said Fawaz Gerges, a
professor of international rela-
tions at the London School of

Economics and the author of
several books on al Qaeda and
jihadism. “Zawahiri was the
brain behind al Qaeda. He was
the nerve center.”

Zawahiri was born in Cairo
on June 19, 1951. He was
shaped at a young age by
President Gamal Abdel Nas-
ser’s crackdown on the Isla-
mist movement.

e would succeed bin Laden as al Qaeda’s leader in 2011.

At age 15, Zawahiri formed
his first underground cell
aimed at overthrowing the
Egyptian government and es-
tablishing a religious state. He
continued to organize in the Is-
lamist underground as a medi-
cal student and after he gradu-
ated and became a surgeon.

After Islamist militants as-
sassinated Egyptian President

UPPA/ZUMA PRESS

Anwar Sadat in 1981, Zawabhiri
was arrested in a dragnet. He
spent three years in prison
where he was tortured, hard-
ening his resolve to overthrow
the regime and seek revenge.

After encountering bin
Laden during the war in Af-
ghanistan on invading Soviet
troops in the 1980s, Zawahiri
gradually shifted his focus to
global jihad. Zawahiri became
the leader of a group of Egyp-
tians who would later form the
core of al Qaeda.

Zawabhiri viewed attacking
the U.S. as a way to capture
the imaginations of potential
followers in the Muslim world
and strike an ally of the Arab
regimes that he loathed. He
cited as justifications for his
violence against Americans
the war on Iraq and killings of
Iraqis in 1991 as well as the
presence of U.S. troops in
Saudi Arabia, which he viewed
as an occupying force in one
of Islam’s holiest locations.

In the years following 9/11,
Zawahiri paradoxically became
the face of a moderate wing of
the jihadist movement, in con-
flict with a branch that
emerged during the war in
Iraq following the U.S. inva-
sion in 2003. This newer, more
radical brand of jihad es-
poused by Islamic State
shifted the center of gravity
within the world of jihadism
away from al Qaeda.

Strike Kills
Leader of
Al Qaeda

Continued from Page One
dress, Mr. Biden said he ap-
proved the “carefully planned”
operation a week ago “after
being advised conditions were
optimal.”

“The United States did not
seek this war against terror. It
came to us, and we answered
with the same principles and
resolve that have shaped us for
generation upon generation,”
Mr. Biden said.

The Taliban seized power
during America’s final weeks
in the country after two de-
cades of war that began as a
U.S. effort to punish al Qaeda
for 9/11.

The Taliban have pledged to
prevent Afghanistan from be-
ing used as a haven for terror-
ist organizations, and claim
that they seek peaceful rela-
tions with all nations.

The revelation that al
Qaeda’s leader and family
moved to a safe house in one
of the most affluent parts of
Kabul soon after the Taliban
returned to power undermines

those claims. Taliban figures
“were aware of Zawabhiri’s
presence in Kabul,” the senior
Biden official said.

The strike comes nearly a
year after the chaotic U.S. mil-
itary withdrawal from Afghan-
istan that helped return the
Taliban’s most conservative
factions to power.

The White House said no
other casualties resulted from
the strike, which targeted
Zawahiri as he stepped out on
his balcony just after 6 a.m. on
Sunday.

There was no known re-
sponse from al Qaeda.

The Taliban condemned the
attack earlier Monday, calling
it a violation of international
laws and the agreement it
signed with the U.S. in 2020
that set the terms of America’s
withdrawal from Afghanistan.

“Such actions are repeti-
tions of the failed experiences
of the past 20 years and are
against U.S., Afghanistan and
the region’s interests,” said
Zabiullah Mujahid, the Tali-
ban’s chief spokesman.

The last U.S. drone strike in
Afghanistan one year ago
killed 10 civilian members of
an Afghan family, including
seven children, in the final
week of the American pres-
ence in the country. The oper-
ation was initially described
as successful. The U.S. later

admitted that the target was a
mistake.

A senior Biden administra-
tion official said Zawahiri was
killed by two U.S. Hellfire mis-
siles and that the intelligence
community has “high confi-
dence” in his identity.

Pentagon officials said they
had no knowledge of the
strike and the senior Biden
administration official de-
clined to specify which U.S.
agency was responsible. The
Central Intelligence Agency
declined to comment.

The president was first
briefed on plans for a strike

on July 1 by advisers including
CIA Director William Burns,
Director of National Intelli-
gence Avril Haines and Chris-
tine Abizaid, director of the
U.S. National Counterterrorism
Center, the administration of-
ficial said.

Mr. Biden made the decision
to order the strike at a July 25
meeting with top advisers, the
official said, in which all the
participants recommended go-
ing forward with it, a senior
administration official said.

The official said that for
several years, U.S. intelligence
agencies had been aware of a
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network of individuals who
supported the al Qaeda leader.

Intelligence agencies
tracked several members of
Zawahiri’s family, including his
wife and children, as they
moved to Kabul. The U.S. then
got confirmation that Zawahiri
himself was in Kabul.

As with the 2011 raid that
killed bin Laden, U.S. spy
agencies built a replica of the
house where Zawahiri was
staying, and brought it to
meetings with Mr. Biden and
his aides, the official said. Spe-
cialists used the model to con-
firm that Zawahiri could be

sed by al Qaeda in April, was announced by President Biden Monday.

killed in a missile strike with-
out collapsing the entire struc-
ture and killing civilians, in-
cluding members of his family.
A July U.N. report said
there are two likely succes-
sors to Zawabhiri: Saif al Adel,
a former Egyptian military of-
ficer and a Zawahiri confidant
who was involved in the 1998
embassy bombings, and Abdul
al Rahman al Maghrebi, Zawa-
hiri’s son-in-law and the re-
cent leader of al Qaeda in Af-
ghanistan and Pakistan.
—Alex Leary, Michael Gordon
and Esmatullah Kohsar
contributed to this article.

JIM WATSON/PRESS POOL



P2JW214000-4-A00800-1-------- XA

A8 | Tuesday, August 2, 2022

* %k k%

THE WALL STREET JOURNAL.

FROM PAGE ONE

Company
Remakes
Its Town

Continued from Page One

ity of life and cost of living,
rather than nearness to of-
fices. Some employers have
boosted salaries or added
signing bonuses to attract the
workers they need.

While the job market re-
mains tight, it is showing
signs of cooling amid high in-
flation and rising interest
rates. Wages and benefits con-
tinued to grow in the second
quarter, but the broader econ-
omy is slowing. Some big com-
panies have pulled back
spending or curtailed hiring as
they anticipate a slowdown.

Pella says it has an eye on
the long term in its bid to at-
tract more workers. The com-
pany says it needs hundreds of
workers to fulfill its growth
ambitions, which include dou-
bling annual revenue by 2025
from 2020 levels.

“We’ve got very high ambi-
tions in terms of where we
think the company can grow,”
says Chairman Adam Farver,
the great-grandson of the
company’s founders. “In order
to stay in the community, Pella
is going to need to grow.”

Charting the city’s future is
no small feat. The company
and the controlling share-
holder family set aside
roughly $30 million for com-
munity redevelopment be-
tween 2019 and the end of this
year and it isn’t clear how
much spending is needed to
reach their goals.

Iowa is among the states
where population growth lags
behind the national average
and low unemployment has
exacerbated the labor market
strain. Iowa’s unemployment
rate was 2.6% in June, declin-
ing for six straight months.

The destinies of the two
Pellas are intertwined—for
now. The city of Pella’s popu-
lation, however, has been little
changed for decades, and
some residents fear changes
brought by Pella, the company,
could wreck what makes the
small city special.

But not meeting Pella
Corp.’s needs makes it a flight
risk, potentially eroding the
local tax base, according to
city leaders. The city’s annual
budget is $47 million, a frac-
tion of the company’s annual
revenue of more than $1 bil-
lion. Pella Corp. is able and
willing to fund community
projects that otherwise might
never come to fruition, com-
pany executives say.

The steps Pella, the com-
pany, is taking evoke memo-
ries of old company towns,
where employers shaped

nearly every facet of commu-
nity life. It pays for the city’s
annual fireworks production
and its foundation donates to
a range of local causes.

Dutch roots

The city traces its roots to
immigrants from the Nether-
lands settling in the area in
1847, nearly 80 years before
Pete and Lucille Kuyper
founded the forerunner to
Pella—the Rolscreen Co. The
company moved to its now
hometown from Des Moines in
1926 and gained success sell-
ing window screens that roll
up and down. Despite the
close ties between the com-
pany and town, Rolscreen
didn’t take the name Pella un-
til 1992.

City proponents are careful
to maintain visible ties to
Pella’s Dutch heritage. One lo-
cal McDonald’s has fake shut-
ters on its windows and gables
decorating its roof, features
that meet local design guide-
lines. The visitor’s center is
housed inside a windmill, one
of several in town. This spring,
Pella planted 130,000 tulip
bulbs for its annual Tulip Time
festival.

The city’s main square—
dominated by a “Tulip Tower”
where each year a high-
schooler is crowned Tulip
Queen—is surrounded by
Dutch store fronts, housing
businesses from restaurants
and bike shops to a full-ser-
vice quilt shop.

Pella Corp.’s tastes, in some
instances, are more modern.
Some new construction funded
by the family shareholders’
group, including townhomes
and a grocery store, feature
few traditional Dutch design
features, raising the ire of
some residents. “If we’re going
to put up a building that’s
built from scratch, there’s no
harm in building it in a tradi-
tional Dutch aesthetic, right?”
asks Shawn Thomas, a mem-
ber of a group that works to
preserve the city’s historic
buildings. Still, he appreciates
the support the company has
given over the years. “Pella
puts a lot of money into this
town, and it’s put a lot of
money in the right places.”

The company says its de-
signs reflect its brand while
staying true to the city’s heri-
tage. Its headquarters campus,
which anchors the south end
of Main Street, features a
three-story, red-brick office
building, a product showroom
and factory that churns out
made-to-order doors and win-
dows.

Labor pool

Pella says it will take time
to increase its local workforce.
Currently, about 2,550 people
work for the company in the
town, but only about 640 live
there. The others live and

‘We’ve got very high ambitions
in terms of where we think the
company can grow.’

Chairman Adam Farver, great-grandson of the founders

commute in from neighboring
Iowa communities.

“We can make an invest-
ment now knowing that the
payback may not be next quar-
ter and maybe in a few years,”
says Mr. Yaggi, whose com-
pany employs roughly 10,000
workers across 14 states.

Pella executives say the
company tried more tradi-
tional solutions to boost its
ranks. It raised pay, automated
some tasks in factory work to
widen the appeal, and doubled
down on recruiting from the
local high school and college—
but with limited success. Tap-
ping a larger labor pool isn’t
easy. Some candidates relocat-
ing may fret about adjusting
to life in an overwhelmingly
white town with more than
two dozen churches and two
bars, they say. “We can bring
in all the amazing talent from
across the country, but if they
get here, and they don’t see
themselves reflected in the
community, they don’t feel at
home,” says Nicolle Picray, a
company spokeswoman.

Absent interventions from
Pella, Andrew Kreifels says he
wouldn’t have joined the com-
pany. Mr. Kreifels moved here
with his wife and two children
from suburban Detroit earlier
this year to run Pella’s strat-
egy and business development
team.

After rounds of interviews,
problems kept surfacing. He
couldn’t secure spots in local
child-care centers, ending up
on wait lists instead. Options
for local housing were limited,
he says, and the idea of at
least a 45-minute commute to
the office from Des Moines

wasn’t appealing. “If you’ve
got a dual-career household,
of your top 10 priorities, the
first five are child care,” says
Mr. Kreifels. “I vividly remem-
ber saying to my now-man-
ager, ‘It’s just too much, I
don’t think we can do it.””

Pella had a plan. The com-
pany offered him corporate
housing, a spacious colonial in
the city, for a year. It also re-
served two slots for the Kreif-
els’ children in a local daycare
center that the shareholder
family paid to renovate and
expand. Mr. Kreifels plans to
stay in the housing until next
spring when construction is
scheduled to be completed on
a home he and his wife pur-
chased in the city.

‘I would never
have imagined us
moving to a town
of this size.

Executives and city leaders
agree that a shortage of hous-
ing is a big barrier to growth.
On a typical weekday, 5,000 to
6,000 people pour into the city
for work at large employers
such as Pella and farming-
equipment maker Vermeer
Corp., Mayor Don DeWaard
says.

Employers nationwide, in-
cluding meat-processor JBS
USA Holdings Inc. and Walt
Disney Co., are focusing on
housing in an attempt to ad-
dress labor-market issues.

The shareholder family’s in-
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vestment arm bought 160
acres of farmland here for
Prairie Ridge, a development
aimed at creating more afford-
able homes. The median home
price in Pella is $339,750 as of
July, according to real-estate
brokerage Redfin Corp.

“If a house comes on the
market, it’s usually gone al-
most instantly,” says Mr. DeW-
aard, who worked as a local
real-estate developer before
being elected in 2019. He says
he recently sold his own house
through word-of-mouth before
it was officially on the market.
People relocating might spend
tens of thousands of dollars
over the asking price to snag a
home here, he says. “The odds
of someone staying in the job
are much higher if they live in
the community where they
work,” says Mr. DeWaard.

Pella, the company, is also
remaking the city to be more
attractive for out-of-state re-
cruits by covering construc-
tion and startup costs for
some businesses.

Poke bowls

One of those is Liberty
Street Kitchen, a contempo-
rary restaurant opened in 2019
that serves dishes such as
poutine, tuna poke bowls and
steak ramen stir-fry. Pella re-
cruited a Des Moines-based
hospitality organization to
take care of hiring and run-
ning the new establishment,
which sits inside a hotel along
a short, artificial canal.

Liberty Street Kitchen has
been a hit with Pella residents,
packed for lunch and dinner
most days. Like many busi-
nesses in town, the restaurant
is hiring. The hourly rate for
dishwashers starts at $14,
nearly twice the federal mini-
mum wage and $4 more than
the starting pay at Jaarsma
Bakery, just around the corner.

Jaarsma bakes Dutch letter
pastries, almond butter cake
and white walnut bars six days
a week, but owner Lisa Larson
says the pressure in the local
labor market is intense. Sev-
eral businesses along the town
square feature “Help Wanted”
signs. Ms. Larson, whose fam-
ily has owned the bakery for
five generations, says she has
lost four new hires to Pella in
the past year. “We get a lot of
people who move to town and
they work for us for a month
or not at all, before they’re
like, ‘Oh, I got the interview
for the job that I really
wanted’ and ends up being at
Pella Corp.,” she says.

Jason Bandstra, owner of
#DutchFix, a restaurant, says
he employs dozens of teens,
offering flexible hours and
short shifts to secure staffing.
“When we started this busi-
ness, my wife and I under-
stood that Vermeer and Pella
Corp. have exhausted the labor
force in this community, and
we were going to have to run

this place with high-school
kids,” he says.

Pella executives say there is
little overlap between its work-
force and the labor pool local
businesses are hiring from. The
company is offering $3,000
sign-on bonuses for some roles
on its warehouse and manufac-
turing operations team, ac-
cording to its website. It is also
seeking machinists, commer-
cial truck drivers as well as a
senior internal auditor.

Residents in Pella recognize
the benefits of having the
company deeply tied to the
city, says Ross Davidson, pas-
tor of Heartland Reformed
Church. “Companies coming
from somewhere else, you put
a factory in because you got
incentives, and when those in-
centives dry up, you find the
next best place,” says Mr. Da-
vidson, who moved here from
Michigan 20 years ago.

Heartland is one of Pella’s
smaller churches, but its con-
gregation of about 125 spans
generations and socioeco-
nomic backgrounds, Mr. David-
son says. There is division
among his members over
whether or how much Pella
should grow, and how growth
may change the town.

“When we moved here 20
years ago, you would never
see anyone cut their grass on
Sunday,” he says, as one exam-
ple of how Pella is changing.
“Now if I sit in the yard, on a
Sunday afternoon, I can just
see mowers running all over.”

Pella, the company, is
steadfast with its development
plans. It recently committed
$6 million to help the city
build a 90,000-square-foot
recreation center, with three
gyms, multiple pools and a
rock-climbing wall. These ef-
forts, executives say, will help
woo talent.

Mr. Kreifels is originally
from Iowa and never planned
to move back when he left 16
years ago. Before Detroit, he
lived in Philadelphia and Port-
land. “I would never have
imagined us moving to a town
of this size,” he says.

Pella has its advantages,
Mr. Kreifels says. He used to
spend as many as three hours
in his car every weekday be-
tween commuting to work and
ferrying his toddler to day-
care. It has been easier to
make friends than in the big
cities he’s previously lived in.

The scale of Pella Corp.’s
investments were confusing as
an outsider, Mr. Kreifels says,
but now that he’s a resident,
he understands why the com-
pany has been so proactive
about filling in gaps in the
town’s amenities. “The con-
versation with friends and
family is like, ‘these people
that you work for, why would
they do all that?”” he says.
“And then once you get here,
you realize, well, if they didn’t
do that, I probably wouldn’t
be living here.”
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The city traces its roots to immigrants from the Netherlands. Pella’s annual Tulip Time festival, left, attracts many visitors; right, a canal runs through a plaza in downtown.

England’s
Women
Deliver

Continued fromPage One

“This is what dreams are
made of,” Ms. Kelly said later.
“I can’t put into words what
this means to every single one
of these girls.”

That hasn’t stopped the
country from trying. In the
space of a weekend, the UK.
has gone gaga for the England
Lionesses. More than half a
century after the men’s team
won the World Cup, it took the
women to end the title
drought with a 2-1 victory over
Germany at London’s Wembley
Stadium on Sunday. When the

team awoke Monday morning,
possibly with a few sore heads,
they found that they were sud-
denly national heroes.

More than that, the Lion-
esses taught the nation that
rooting for England on the in-
ternational soccer stage could
actually be fun—instead of the
usual psychodramas support-
ers became accustomed to
with the men’s team. Decades
of traumatic defeats at World
Cups and European Champion-
ships had conditioned fans for
heartbreak, often caused by
Germany (or in the case of
Euro 2016, by lowly Iceland).

So when the release finally
came, England commemorated
it with a heaving celebration in
the middle of Trafalgar Square
and obligatory talk of royal
honors for the team.

“I was watching the games
more than I thought I would,”
said Matthew Johnstone, a 46-

year-old fan draped in an Eng-
land flag. “The men’s team
would have cracked under the
pressure.”

The Lionesses, however,
found that they had plenty go-
ing for them when it came to
getting the British public on-
side. They competed hard.
They wore their hearts on
their sleeves. And most impor-
tant, they won in plenty of
style. Over the six games of
the women’s Euros, England
scored 22 goals and conceded
just two. This is not normal
behavior for a team with the
Three Lions on its jerseys. If
football was coming home, in
the words of England’s favorite
soccer anthem, then it had
found the women to do it.

By Monday morning, they
were splashed across the front
of every English newspaper
and leading every major news
broadcast.

“Move over fellas,” read the
headline on the cover of the
Sun tabloid. “It’s come home.”

England’s performance in
the final reached a peak audi-
ence of 174 million viewers on
the BBC, plus 5.9 million on its
streaming services, the broad-
caster said. That made it the
most watched women’s soccer
match in UK. television history
and the BBC’s highest-rated
broadcast of the year so far.
(Reminder: This is also a year
in which the queen celebrated
70 years on the throne, British
weather went crazy, and a
prime minister resigned.)

The irony is that for much
of the past century, England
had done its level best to ig-
nore women’s soccer. In fact,
from 1921 until 1971, the pro-
fessional women’s game was
effectively banned, despite a
huge surge in popularity dur-
ing World War I and the years

that immediately followed it.

“The game of football is
quite unsuitable for females
and ought not to be encour-
aged,” the sport’s national gov-
erning body wrote at the time.

But since the formation of
the top-tier Women’s Super
League in England in 2010, the
game has seen record invest-
ment, as the elite men’s clubs
made genuine efforts to pro-
fessionalize the women’s
teams. Players gained access to
higher-level coaching, better
facilities and, for the most
part, no longer had to work
day jobs on top of their soccer
careers. It’s no surprise that
the list of WSL champions
reads like a roster of the rich-
est clubs in England—Man-
chester City, Chelsea, Arsenal,
and Liverpool.

The result was a more com-
petitive national team that had
the skill and the physical quali-

ties of full-time athletes. When
the Lionesses needed an extra
edge, though, they did what
English teams have been doing
for decades: They spent lav-
ishly to import talent from
abroad. England hired man-
ager Sarina Wiegman in 2021,
four years after she became a
European champion with her
native Netherlands. Since then,
she has coached 20 games. She
is still undefeated.

Before the legacy of this
tournament could be mea-
sured, the Lionesses had some
important business to attend
to. As the new toasts of Eng-
land, they needed to party all
of Sunday night.

“Crazy. Lots of music, lots
of dancing,” a slightly bleary
Ms. Wiegman said on Monday
morning. “English people can
drink.”

—Sara Ruberg
contributed to this article.
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Be Careful With Security Video

Easy-to-install smart cameras can help protect your home but don’t sacrifice anyone’s privacy

PERSONAL
TECHNOLOGY
NICOLE
NGUYEN

hen a thief emp-
tied my mailbox a
few years ago, I
scoured the
neighborhood so-
cial network
Nextdoor to see if it was part of a
trend. My feed was full of video-
doorbell footage, mostly of pack-
age pirates and wild parrots (yes,
wild parrots...in San Francisco). I
realized then just how many de-
vices were likely recording my
daily walk up and down the street.

Home surveillance cameras—
from Ring, Nest, Arlo and others—
are the eyes and ears of many
neighborhoods. Around 14% of U.S.
households with broadband have
installed an internet-connected
camera, according to research firm
Parks Associates. Their popularity
has drawn the attention of law en-
forcement (not to mention hack-
ers), which raises new issues for
people looking to set one up.

They are in demand in part be-
cause professional systems can
cost hundreds of dollars to install,
along with steep monthly fees. You
can buy a smart camera for as low
as $50, pay around $4 a month for
cloud storage and get activity-
based notifications on your phone.

Cameras are convenient for
knowing when packages are deliv-

ered or when the dog walker drops
off the pooch while you’re not
around. But they capture sensitive
data that’s sent from your home to
company servers—and you should
know how to protect your footage
from being seen or shared without
your permission.

Amazon.com Inc.-owned Ring
gave surveillance footage to law
enforcement 11 times this year
without a warrant or customers’
consent. The company said the re-
quests met its exception for emer-
gencies.

In the past, hackers with stolen
credentials broke into Ring camera
web portals and scared the living
heck out of unsuspecting families
with the devices’ two-way talk ca-
pabilities.

“Ring holds a high bar for itself
and deeply scrutinizes each emer-
gency request,” a spokeswoman
said. The company may provide in-
formation to law enforcement
when there is danger of death or
serious physical injury, such as a
kidnapping or attempted murder,
she said. “These emergency re-
quests are reviewed by trained
professionals who disclose infor-
mation only when that legal stan-
dard is met,” she added.

If you’re uncomfortable with a
company making that determina-
tion, there are settings you can en-
able to prevent sharing, as well as
platforms that make privacy the
default. Here’s what you should
think about when installing a
smart surveillance camera.

End-to-end encryption
When Ring, Google’s Nest or Arlo
send footage from the camera to
the company’s servers, that data is
automatically encrypted. Transla-
tion: It’s protected if a hacker
gains access to those servers.
However, the companies them-
selves can decrypt that data and—
if legally or morally compelled—
share it. A spokeswoman for
Alphabet Inc.’s Google said that to
date, the company has never given
camera data to authorities without

customer consent, but it reserves
the right to do so if it considers a
situation an emergency.

There is a method of protec-
tion, called end-to-end encryption,
that would hide videos from both
hackers and the companies. “It
means that only your device, for
example, your phone, can see the
video that is recorded,” said David
Choffnes, executive director of the
Cybersecurity and Privacy Insti-

tute at Northeastern University.

End-to-end encryption, while
recommended by Prof. Choffnes
and others, isn’t always an option.
Neither Google Nest nor Arlo of-
fers the ability to fully encrypt
camera videos. Ring has an opt-in
setting for many products, but not
its battery-powered models. A
spokeswoman confirmed that Ring
wouldn’t be able to decrypt such
videos for law enforcement.

There are, however, trade-offs
for turning on Ring’s end-to-end

Logitech’s Circle
View camera,
with end-to-end
encryption,
works with
Apple’s
HomeKit.

encryption. You can
view video only on authorized mo-
bile devices, not through your web
browser. Some features are dis-
abled, such as image previews
within notifications and the ability
to watch streams on other Amazon
devices.

On Apple Inc.’s HomeKit Secure
Video platform, end-to-end en-
cryption is the default. The service
requires an iCloud+ plan of 50GB
or higher, though the videos won’t
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eat into your allotted storage. You
need a home “hub” in the form of
a HomePod, iPad or Apple TV. And,
of course, everyone who wants ac-
cess to the camera streams must
use an Apple device.

There is a limited selection of
HomeKit devices. I like Eve’s in-
door cam for its slim profile, as
well as Logitech International SA’s
Circle View doorbell and camera
for face recognition and outdoor
use. Because all the footage flows
through the Home app, it’s fine to
mix and match brands.

Just remember that end-to-end
encryption is only as secure as
your devices. “If someone else can
access your device or your pass-
phrase—for example, a family
member, or even law enforce-
ment—they can see the videos,”
said Prof. Choffnes.

Outdoor vs. indoor

When you set up a camera out-
doors, often mounted at the door-
bell, see if it’s pointed at any area
that would be considered a private
space such as, for example, a
neighbor’s bedroom. Generally,
public roads and your own front
porch are OK. Set up zones that
trigger recordings only when
someone enters that space. (Ring,
Google Nest, Arlo and HomeKit de-
vices have this functionality.) Ring
users can also set up privacy
zones, which blackout areas from
your camera’s field of view, so
they aren’t recorded in videos.

Indoor cameras need slightly
different considerations. Many
people avoid putting them in bed-
rooms, for instance. These devices
will be watching your personal
spaces, so choose a brand with
strong security and end-to-end en-
cryption. Use activity zones and
automation—such as recording
only when you’re not at home or
on a schedule—to limit the amount
of footage collected.

Make sure you have a long,
unique password and two-factor
authentication protecting the cam-
era account, as well as a strong
passcode on your phone. With
your login, hackers could watch
and listen in on live video feeds of
your home.

Let everyone in your household,
including guests, babysitters and
housekeepers, know there’s a cam-
era around. (And, seriously, don’t
be creepy about where you put it.)

To post or not to post
Many brands let you clip record-
ings, which can then be posted to
social media. Ring even has its
own network, called Neighbors.

Even if you feel tempted to
shame a person you suspect of
wrongdoing, take a breath before
sharing. It’s legal to record some-
one in public, where there is no
expectation of privacy, according
to law nonprofit New Media
Rights. But the video could include
landmarks that reveal where you
live. And you should avoid situa-
tions that could risk leading to
wrongful accusations or mistaken
identity.

Ring has specific guidelines on
what’s allowed on its Neighbors
app. Sharing a video of a hit-and-
run is OK. Posting footage of
someone walking through an un-
fenced front yard isn’t.

Heads Spin Over Inherited IRASs

By AsHLEA EBELING

way to navigate the tax im-

pact of inheriting individual re-
tirement accounts has gotten more
complicated since the Internal Reve-
nue Service issued proposed new
rules in February.

The rules on inherited IRAs were
most recently changed in the 2019
Secure Act, which introduced a new
10-year payout rule for inherited ac-
counts. The previous rule said those
who inherited an IRA, Roth IRA or
401(k) could spread out withdrawals
over their lifetime.

Many tax professionals inter-
preted the new 10-year rule to
mean that these heirs could wait
until the 10th year before taking
any payouts, and that is what the
IRS said in a May 2021 revision to
Publication 590-B, a 69-page guide
to IRA distributions. But then, in
February, the IRS issued new guid-

__ance that would require heirs to

< take annual withdrawals in cases

= where the original owner died on or
3 after his required beginning date for
r; taking distributions.

The annual distributions are based
- on a formula that takes into account
£ the IRA balance and the age of the
recipient. The new guidance also ap-
plies to 401(k)s, but with those

F iguring out the most efficient
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even more restrictive payout rules.
Payouts from a traditional inher-

ited IRA are taxed like wage income.

The new guidance means that many

PEYTON FULFORD FOR THE

Margaret Rolo is worried about the potential penalties on an inherited IRA.

Americans inheriting an account will
inherit it during their working life,
and will therefore pay a much larger
tax bill, say accountants.

“It’s just horribly complex,” says
Michael Jones, a certified public ac-
countant in Plymouth, Minn,, who
wrote a book in 2014 about the tax
benefits of stretching out inherited
IRA payouts.

Taxpayers can either deal with
the new law and guidance by calcu-
lating the necessary amount each
year. Or, they can cash out in the
first year and pay one tax bill. Tax-
payers who fail to take a required

distribution are hit with a tax pen-
alty that is equal to half the amount
that should have been taken out.

“Maybe just go ahead and take
that vacation in France,” says Mr.
Jones.

Notably, spouses and certain
categories of heirs including dis-
abled individuals can still spread
out the withdrawals over their life-
time. And inherited Roth IRA own-
ers don’t have to take payouts un-
til the end of the 10-year period
because Roth IRAs don’t have an-
nual payout requirements.

Sy Goldberg, an attorney in Mel-

ville, NY, has a client whose mother
died in her 90s in 2021. The client
left two traditional IRAs, one
$105,000 and the other $35,000, to
her four grandchildren.

This meant there were then eight
separate IRAs, with each grandchild
needing to calculate their own life
expectancy, and take different distri-
butions in years one to nine. The
balance would be taken in the 10th
year, under the proposed rules.

“Grandma meant well, but the
plan backfired,” says Mr. Goldberg.

The grandchildren decided it wasn’t
worth the hassle, so they took lump
sum distributions, he says.

In public online comments on the
rules, some taxpayers and industry
groups including the Investment
Company Institute and the American
Institute of Certified Public Accoun-
tants, are urging the IRS to kill the
additional annual distribution re-
quirement or temporarily waive pen-
alties for people who inherited
money since 2019 but haven’t taken
distributions.

One anonymous taxpayer put it

succinctly: “Just leave it the way it
was plainly written as this is causing
too much confusion.”

The IRS says that it is reviewing
comments and will respond to them
in final rules. The proposed regula-
tions represent the IRS’s view of
the law.

“I read about the change and
started panicking about the penal-
ties,” says Margaret Rolo, of Rancho
Mirage, Calif, who hadn’t touched
her $400,000 inherited IRA from her
mother, who died in 2020.

Ms. Rolo says her financial ad-
viser has told her to hold out to see
how the final IRS rules play out. Tak-
ing a distribution in 2021, tacked
onto a high-income year, would have
meant a large tax bill, says Ms. Rolo.

Kathy Houser of Ann Arbor, Mich,,
handles tax filing for her family. She
said that after her husband, a sup-
ply-chain analyst, inherited a $50,000
IRA from his father in 2021, they
made a financial plan to start distri-
butions in year seven when he ex-
pects to retire, to minimize the tax
bite. The new guidance will stymie
their plan.

“I was an IT professional before |
retired and | can run a spreadsheet,
but even this is making my head
spin,” she says.

For 2020 heirs who skipped a
2021 distribution, Mr. Jones says
they should play it safe and make a
remedial distribution, file a Form
5329 to report the shortfall, and at-
tach a penalty waiver request.

For 2021 heirs who have to take
their first distribution this year, they
could hold off until closer to year-
end to see if the IRS or Congress
makes changes.
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Her Small Citroén Conquered the Alps

atty
Schwarze,
65, a re-
tired res-
taurant
owner who
lives north of Or-
lando, Fla., on her
1962 Citroén 2CV, as
told to A.J. Baime.

I FIRST FELL IN
LOVE with Citroén
2CVs when I was a
college student in
Norway in the 1970s.
I would get tired of
the never-ending
darkness in winter,
and I would go down
to Holland to take a
break. Tucked away
on side streets, I
would see 2CVs.

The 2CV was first
built in France after
World War II. It be-
came an icon of
French culture, but it
was also one of many
tiny cars built in
other countries in Eu-
rope during the post-
war years. At that time, resources
in Europe were scarce, and people
were destitute. But they needed
transportation. So companies
built these small, affordable cars.

Today, I have about 15 of them.
I have a BMW Isetta, a Messer-
schmitt, and a Heinkel, for exam-
ple—German microcars that get a
huge reaction when people see
them. I have small Fiats. I am en-
chanted by all these cars, but the
2CV has always spoken to me the
most. For years, I kept a 2CV in a

Ebarn overlooking Lake Lucerne in
= Switzerland. With my husband I
2would go for two or three weeks
c every year. We had a futon-like
&bed in the back of the car with
Zcurtains around the windows, and
£ we would tour the continent,

i sleeping in our car. We would

=< meet people all over who had

= their own 2CV stories.

g When I retired four years ago,
=1 wanted a grand adventure. I had
Znever been on a rally before, and I
= set my sights on the Liége-Bres-

cia-Liége. This rally was first held
in 1958, from Liége in Belgium to
Brescia in Italy and back, and it
was organized to prove that tiny
cars could travel long distances
reliably. My goal was to do this
rally in 2018 on a special 60t an-
niversary of the original rally. I
bought a 1962 2CV from a dealer-
ship in the Netherlands (the car
pictured here), and had it shipped
to the U.S. to have it prepped.

The original cost—which I now
cannot recall—was a fraction of
the ultimate cost. We had to scav-
enge for parts, and the guy re-
building the motor did some
things to give the car a boost of
torque for climbing mountain
passes. When it was ready, we
shipped it back to Europe, and I
convinced a girlfriend to go
with me.

We spent about 10 days driv-
ing, and it was a comedy of er-
rors. I am a Florida girl, so, to
me, a hill is a major phenomenon.
The Stelvio Pass [one of the high-

Patty Schwarze in her Citroén
2CV, which took her from
Belgium to Italy and back.

The mountain

pass ‘required us to
climb for hours in
second gear.

Introduced in Paris in 1948, the Citroén 2CV, aka the
Deux Chevaux (‘two horses’), is an icon of French
motoring. Ms. Schwarze nicknamed hers ‘Grey Area.

est mountain passes in Europe,
near the border of Switzerland
and Italy] required us to climb for
hours in second gear, winding
through hairpin after hairpin. My

girlfriend got motion sickness on
the switchbacks. We dodged bicy-
cle riders and Ducati motorcycles
going by at high speed.

The whole thing was one of

the most hair-raising experiences
of my life. But we finished that
rally, and I had the 2CV shipped
home to Florida. It remains with
me to this day.
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HBO’s ‘Industry’ Plays
To Generational Divide

By ELLEN GAMERMAN

any frightening
forces converge in
the finance drama

“Industry”: the screaming
bosses, the bad market bets,
the unrelenting pressures.
But perhaps scariest of all, at
least to their superiors, are
the 20-something strivers
ready to unseat their elders.

Generational tensions run
high between the old guard
and the young hungries in
the second season of the
HBO show. The series about
junior bankers at the fic-
tional London com-
pany Pierpoint & Co. funnels
this unease into the charac-
ter of Eric Tao, played by
Ken Leung. In the waters of
the trading floor, the 50-
year-old managing director
of cross product sales is
both shark and shark bait.

“Youth terrifies him,” one
up-and-comer says, “unless
he can control it”

What makes the show
even more sobering is know-
ing that its characters and
storylines are pulled from
real life, with creators Mickey
Down and Konrad Kay incor-
porating the headlines, their
own short finance careers
and interviews with finance
executives into the scripts.
The initial inspiration for Eric
came from a person once in
their banking orbit—a finance
executive they said is still un-
aware of the connection.

The world is emerging
from Covid in the show. At
Pierpoint, bosses don’t have
patience for underlings who
want to stay remote. The
drama revolves around
meme stocks, the real-
world trades that gained a
huge following on social
media. Eric’s white-table-
cloth business breakfasts
and clubby investor week-
ends don’t fit in a disrup-
tive landscape shaped by
brash newcomers, including
a billionaire who profits off
the pandemic.

The new season raises a
question: If experience isn't
always useful and the value
of seniority is no longer a

given, then what is the point
of an Eric?

“It's a very young person’s
game,” said Mr. Down, 33,
formerly of Rothschild & Co,
repeating what industry in-
siders told him about their
experiences in finance. “It's a
place where youth and drive
and that first flash of ambi-
tion is really rewarded.”

The show finds Eric fight-
ing for his job against three
rivals, all of whom he hired.
That includes his protégé at
the next desk, Harper Stern,
played by Myha'la Herrold.

The character Eric Tao confronts protégé Harper Stern.

The writers looked for
generational tensions and
found them around subjects
like wealth.

“The really big hedge fund
managers we spoke to said
that millennial recruits were
skittish about saying, ‘I want
to make money, it was con-
sidered sort of gaudy, a bit
nasty to have that mentality,
said Mr. Down, referring to
conversations he and the
team had with executives
while researching the show.
“The Gen Z recruits now
have absolutely no qualms
about saying they want to be
successful. They say, ‘I want

”

to get money.”

At one point, Eric is “pro-
moted” to a corner office
that he compares to a coffin.

“It tells you something
about how youth-obsessed
the culture is that we're talk-
ing about a 50-year-old man
like he is a dinosaur,” said
Jami O’Brien, 48, a writer
and executive producer of
the series.

Eric is both the voice of
the establishment and, as an
Asian man in a historically
white world, an outsider. He
swaggers with a baseball bat
at his desk but fights for his
team’s raises. A creature of
the trading floor, he cuts his
toenails into a wastepaper
basket like he’s in his own
bathroom.

“A lot of my friends who
are in finance say he gives
them PTSD,” said Mr. Leung.
“And then there are other
people who are like, ‘I would
have died to have a boss like
you.”

One key resource for the
actor: his son’s elementary
school carpool. A parent who
works in finance held morn-
ing meetings with his team
by phone while driving the
car. With permission, Mr. Le-
ung listened from the pas-
senger seat. “It just organi-
cally gave me a sense of
the texture of this world,”
he said.

SIMON RIDGWAY
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Comfortable
In Her Skin

Beyoncé returns with arecord that celebrates
the liberating spirit of dance music

rom her 2003 solo debut

album, “Dangerously in

Love,” through 2008’s “I

Am... Sasha Fierce,” the

singer born Beyoncé Gi-

selle Knowles was a criti-
cally acclaimed commercial power-
house with a run of culturally
ubiquitous chart hits, several of
which topped the Hot 100. But af-
ter her 2011 album, “4,” failed to
produce a top 10 single, she re-
booted her career in spectacular
fashion. Her self-titled 2013 LP
dropped without advance notice
and reinvented the idea of the “vi-
sual album,” with lush and expen-
sive videos for each of its tracks
issued concurrently with the mu-
sic. From that point on, she
seemed to focus less on hit-making
and more on building her brand as
a multimedia artist. Her 2016 fol-
low-up, “Lemonade,” was inspired
by such an array of sources—coun-
try music, underground film, writ-
ers including Toni Morrison and
Octavia Butler—that it became an
object of study in academia. She
transcended the music business
and became a culture industry
unto herself.

Beyoncé’s music since that
2013 breakthrough has touched on
pop, rock, R&B, country, rap, Afro-
beats and more. Her seventh solo
album, “Renaissance” (Parkwood/
Columbia), out now, is a different
kind of record, a focused concept
album about the liberating power
of dance music. It zeros in on a
handful of themes—personal liber-
ation, self-acceptance, the life-af-
firming nature of sensuality and
lust—and works them over repeat-
edly. Like Madonna’s 1998 album
“Ray of Light”—also the earlier
singer’s seventh LP, released when
she was 40 years old, Beyoncé’s
age now—*“Renaissance” is a
highly referential exploration of

club-music history that sounds
contemporary. The album is in
some ways a survey of dance
sounds from the past 45 years, as
it veers from disco to house to
techno to hyperpop and beyond.
“Renaissance” is all about flow;
there are modest peaks and val-
leys, but it stretches horizontally
rather than vertically, and the
tracks mix seamlessly without in-
terruption like a DJ set. The only
extended passage without heavy
percussion comes in the opening
minutes of “I'm That Girl,” a
warm-up tune that introduces the

The new album veers
from disco to house to
techno to hyperpop
and beyond.

idea of the album as an ecstatic
space for personal expression.
“Bring that beat in / I can breathe
again,” she sings partway through
the track. The drums kick in
shortly after and rarely let up over
the record’s hour.

“Cozy” features contributions
from producer Honey Dijon, and
it’s steeped in her style of propul-
sive, syncopated, Chicago house.
The coziness of the title refers not
to a physical place but the feeling
of being comfortable in one’s own
skin, an idea that crops up
throughout the record. “Alien Su-
perstar,” another early highlight,
ratchets up the tempo and reflects
the brighter sound of ’90s club
music, while “Cuff It” is pure
disco, with a guitar line from Nile
Rodgers that evokes the late-’70s
hits from his band Chic.

The middle section of the re-
cord slows the tempo
slightly and ups the
melodic quotient.
“Plastic off the Sofa”
is a seductive high-
light, while “Virgo’s
Groove” is luxuriant,
expansive post-disco.
The latter brings to
mind Janet Jackson’s
vibe-heavy 1997 mas-
terpiece, “The Velvet
Rope.” It’s the longest
track on “Renais-
sance”—almost as if
Beyoncé so enjoys the

effortlessly percolat-
ing beat she doesn’t
want it to end.

The experiments
in dance-music styles

] T —
o e

Beyoncé’s seventh solo LP, ‘Renaissance, out now, is a focused concept album.

continue in the record’s final
third. “Heated” rides the kind of
stutter-step Caribbean rhythm
that shows up in global pop
genres from Spanish-language reg-
gaeton to Nigerian Afrobeats, and
Beyoncé alternates singing with a
forceful rap informed by the
growling phrases of Jamaican
dancehall. The production on
“Pure/Honey” is steeped in the
shadowy and futuristic pulse of
techno and it’s more of a groove
than a song, as Beyoncé speaks
the lyrics and allows the 4/4 beat

to take center stage. The closing
track, “Summer/Renaissance,” has
a pulsing synth line and melody
borrowed from Donna Summer’s
“I Feel Love,” which is perhaps a
slightly obvious reference to any-
one who remembers that era but
is effective nonetheless.

The album’s only discernible
weakness is traceable to its over-
riding concept—by portraying the
thrill of forgetting your troubles
and losing yourself in music and
dance, it is by definition one-note,
filled with self-affirmation and re-

lentless positivity. Still, some of
the advance notice of the album
referred to it as “Vol. 1,” suggest-
ing we might hear more music
from Beyoncé soon, music that

could possibly take a different sty-
listic tack. Front to back, “Renais-
sance” is an album of stunning
consistency, a record that lays out
its parameters early on and fol-

lows them to the letter.

Mr. Richardson is the Journal’s
rock and pop music critic. Follow

him on Twitter @MarkRichardson.
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Down
1 Let off steam
2 Way off

3 Medieval Venice,
for one

4 Pitching stat

5 Neighbor of Md,
N.J. and Penna.

6 Belief in a higher
power

7 Poetic foot

8 Run away

9 In support of
10 Essentially

11 Sales
presentation aid

12 Craze

13 Key symbolized
by a bent arrow

18 Lab assistant of
film
19 Givein

24 Unit of
resistance

25 Salacious sin

26 Soprano-tenor
go-between

27 Former Yankees
superstar,
familiarly

28 Bum

29 Up to scratch?
30 Londoner’s lav
34 Mischievous imp

35 “That can't be
good...”

36 Do a laundry
chore

39 Plans for some
Srs.

40 “Spy vs. Spy”
magazine

41 Title role for
Welles

44 Sets ablaze

47 Component of
a certain cage

49 Unaccompanied

50 Headphones
output

51 “Teenage
Dream” singer
Perry

52 Penguins’
projectiles

53 Utterly
laughable

54 Potential REM
interrupter

57 Skilled

58 Dressmaking
measurement

60 Monthly
expense

61 Seeks info

63 Crank (up)

64 One of sixina
fl. oz.

65 Copying
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Watson Suspended for Six Games

An arbitrator levied the penalty against the quarterback after the NFL sought an indefinite ban

By ANDREW BEATON

leveland Browns quar-

terback Deshaun Watson

received a six-game sus-

pension from a neutral

arbitrator, the NFL said,
after allegations of sexual miscon-
duct during massage therapy ses-
sions first emerged over a year
ago.

The decision, made by former
U.S. District Court Judge Sue Rob-
inson, comes after a hearing in July
in which the NFL recommended
that Watson receive an indefinite
suspension that would last no
shorter than one year for violating
the league’s personal conduct pol-
icy. In her ruling, Robinson de-
scribed Watson’s behavior as “egre-
gious” while also admonishing the
NFL for seeking a stiffer punish-
ment in response to public out-
cries.

The ruling from the judge, who
was mutually appointed by the
league and NFL Players Associa-
tion, also isn’t necessarily final.
The NFL still has the option to ap-
peal her ruling, at which point the
decision would be made by com-
missioner Roger Goodell or some-
one he designates. That leaves an
avenue for the NFL to impose the
harsher discipline it originally
sought if Goodell deems the judge
was too lenient—a decision the
league is mulling.

“In light of her findings, the

league is reviewing Judge Robin-
son’s imposition of a six-game sus-
pension and will make a determina-
tion on next steps,” an NFL
spokesman said.

In anticipation of the decision,
the NFLPA had called on the NFL to
not do that, even though it is
within the league’s right based on
the collective bargaining agreement
between the two parties.

The league has three business
days to decide on the appeal.

“Every player, owner, business
partner and stakeholder deserves
to know that our process is legiti-
mate and will not be tarnished
based on the whims of the League
office,” the union said in a Sunday
statement. “This is why, regardless
of her decision, Deshaun and the
NFLPA will stand by her ruling and
we call on the NFL to do the same.”

Robinson’s 16-page ruling said
that the NFL produced sufficient
circumstantial evidence that Wat-
son knew the sexual contact with
the massage therapists was unwar-
ranted.

She found, “by a preponderance
of the evidence,” that Watson en-
gaged in sexual assault, as defined
by the NFL against four therapists.

Her decision to issue a six-game
suspension, rather than the year-
long one the NFL sought, was in
part based on his conduct being
“nonviolent,” she wrote, adding
that the suspension is the most sig-
nificant punishment ever for a

player for accusations of nonviolent
sexual conduct.

“Mr. Watson’s pattern of conduct
is more egregious than any before
reviewed by the NFL,” she wrote.

Among the aggravating factors
that led to the discipline, she
noted, was Watson’s “lack of ex-
pressed remorse.

For mitigating factors, she
brought up that he is a first-time
offender and cooperated with the
investigation.

Robinson also criticized the NFL

$345K

Amount of money Deshaun Watson
stands to lose for six missed games.

for seemingly attempting to seek a
more punitive discipline in re-
sponse to public opinion. “The NFL
is attempting to impose a more
dramatic shift in its culture with-
out the benefit of fair notice to—
and consistency of consequence
for—those in the NFL subject to
the Policy,” she wrote.

Over the past year-plus, more
than two dozen women have ac-
cused Watson of sexual assault or
misconduct during massages.

Watson has denied any wrong-
doing. In recent weeks, Watson has

settled most of the 24 civil lawsuits
against him, according to the plain-
tiffs’ attorney, Tony Buzbee.

Ever since the accusations
against him surfaced, the situation
has ushered in an uncomfortable
intersection of troubling off-the-
field behavior and on-the-field
drama.

Watson, 26 years old, broke
through as one of the NFL’s best
young quarterbacks with the Hous-
ton Texans after rising to super-
stardom at Clemson, where he won
a collegiate national championship.

Then last offseason, just as re-
ports emerged that Watson wanted
to be traded away from Houston,
the first lawsuit against him
landed. Quickly thereafter, addi-
tional lawsuits were filed.

For the Texans, this presented
an awkward predicament. Their
most valuable player wanted no
part of playing for them. Yet Wat-
son’s trade value was scuttled by
the uncertainty over his profes-
sional future because of his murky
legal situation.

That produced an unusual im-
passe last season. Watson had not
been suspended or been put on
paid leave by the NFL. He didn’t
want to play for the Texans. Hous-
ton seemed content for Watson to
be sidelined as his off-the-field sit-
uation progressed. He was simply
paid to sit out every game.

The stalemate finally broke
shortly after the season when a

The Browns traded for Deshaun
Watson and signed him to a fully
guaranteed $230 million contract.

Texas grand jury opted not to in-
dict Watson. That long-anticipated
decision was seen as paving the
way for a trade, and within days he
was on the move in exchange for a
tremendous haul. Cleveland sent a
package to Houston headlined by
three first-round picks, making
Watson the Browns’ quarterback of
the future. Shortly afterward, a
second Texas grand jury decided
not to bring charges against Wat-
son.

The optics of the deal for a
quarterback who still faced two
dozen civil lawsuits were especially
queasy because of the new contract
the Browns gave Watson. The
groundbreaking five-year deal was
worth a fully guaranteed $230 mil-
lion. It also had a reduced base sal-
ary in the first season, which has
the effect of reducing the financial
penalty for him if he’s suspended
for part of the year.

As a result of that new deal’s
structure, Watson stands to lose
just $345,000 for six missed games
on a deal that averages $46 million
a year.

Meanwhile, he received that con-
tract when it was still unclear at
what point Watson would actually
be available to play for the Browns
as the NFL’s investigation ap-
proached its conclusion.

Watson’s arbitration case was
the first under the NFL’s new col-
lective bargaining agreement,
which placed a high-profile deci-
sion in uncharted territory. Under
the deal, the case headed to the
mutually appointed arbitrator, Rob-
inson. If she decided there was no
violation of the personal conduct
policy, the case would have been
over. By suspending him for six
games, now either side can appeal
that decision to Goodell or some-
one he picks.

The NFL’s case against Watson
zeroed in on a handful of allega-
tions that the league believed were
provable and backed up by contem-
poraneous evidence. Given the
breadth of accusations against him,
the league sought an indefinite sus-
pension that would last a minimum
of one season, people familiar with
the matter said.

But Watson’s camp and the
NFLPA mounted a vigorous defense
of the quarterback. In addition to
challenging the credibility of the
cases, his side argued that such a
punishment would be far beyond
the precedent of past suspensions
for allegations of misconduct in
which someone was never charged
with a crime. Union lawyers even
brought up the discipline, or lack
thereof, the NFL has imposed
against team owners who have
been accused of wrongdoing.

A footnote from Robinson’s rul-
ing also referred to how the policy
should apply to owners as well.

“I note in this regard that the
Policy is equally applicable to play-
ers and team owners and manage-
ment,” she wrote. “The NFLPA
questions whether it is ‘fair and
consistent’ to severely punish Mr.
Watson for his nonviolent sexual
conduct and not even charge vari-
ous team owners who have been
accused of similar or worse con-
duct.”

JASON GAY

Bill Russﬂthe Man

He was a man. This is

what Bill Russell

sought as his epitaph;

He said it himself in

the closing sentence of

his crushingly pointed
1966 autobiography, “Go Up for
Glory.” That book remains one the
greatest sports books ever writ-
ten—brutally candid about his pro-
fession, teammates, coaches, and
the Black experience in America,
and published when he was still an
active basketball star, if you want
to know how worried Bill Russell
was about telling the truth.

He was a man. It was not a dec-
laration of modesty, but a demand
of basic respect. Russell, who died
Sunday at age 88, is inarguably
one of the greatest athletes in the
history of team sports, collecting
11 titles in 13 seasons with the
Boston Celtics. But Russell’s essen-
tial legacy is his lifelong insistence
on being rendered as a complete
human being, with all rights, privi-
leges, fears and frailties—“a man,
nothing more,” as he put it more
than five decades ago.

., He was ruthlessly honest. He

i came of age in Louisiana, then
EOakland, at a time when blunt rac-
Sism, segregation and vestiges of
g slavery were norms, and moved
Zfrom college (where the sport
§tried to curb his defensive domi-
£nance by widening the foul lane)
Zto the NBA in an era when a rival
= club owner could discuss quotas
£ and whether or not Black players

iy f}.\.

should be allowed to guard white
stars. Some stories are well
known—Russell and teammates
boycotting a game in Kentucky af-
ter being refused service at a res-
taurant; Russell returning to his
home in the Boston suburbs to
find it trashed, a racial epithet
scrawled in excrement on his wall.
There were other humiliations—
the way white coaches asked Rus-
sell to pal around with Black play-
ers, assuming they would be fast
friends; a restaurant guest flipping
Russell her keys, thinking he was
the parking lot valet; a Boston
neighborhood petitioning to try to
stop Russell and his family from
moving there.

He moved there, nevertheless.

More importantly, he told us
about it, in real time, because it
mattered. The world was changing
and Russell wanted to be a part of
it. He found kinship in Dr. Martin
Luther King Jr. and also Malcolm
X; he stood on the steps at the
March on Washington, but also
worried that the movement—he
preferred calling it “human
rights,” instead of civil rights—had
become too wide and complacent.
He bought a rubber farm in Libe-
ria and when a reporter asked him
if he intended to reject the U.S.
and move to Africa, responded:
“Yeah. Maybe I will. I'll get away
from you, anyway.” The reporter
published only the first part of the
quote, not the second.

Amid all of it, his Celtics teams

Bill Russell won 11 NBA titles in 13 seasons with the Boston Celtics.

won, and won, and won some
more—the most stirring run of
dominance in league history. Rus-
sell may have been singular as a
person, but as a player, he bought
fully into the brilliance of team-
work. Red Auerbach’s Celtics were

fluid and unselfish, and Russell
regularly sacrificed individual
glory for group accomplishment.
With those fistfuls of champion-
ship rings came a lifetime of
friendships with players like K.C.
Jones, Sam Jones, Tommy Hein-

sohn, John Havlicek, Frank Ram-
sey and Thomas “Satch” Sanders.
He stayed loyal to Auerbach, who
maneuvered to draft him and
hired him as the NBA’s first Black
coach, and Celtics owner Walter
Brown, who delighted in tweaking
the bigotries of his ownership
brethren.

Along the way, he was labeled
“difficult” and “prickly,” some-
times because he could be, but
more often because he refused to
varnish reality and play the role of
the grateful athlete. Russell didn’t
seek to make his audience com-
fortable, and here, it is possible to
see a link to current efforts to san-
itize American history and sand
the edges off of inconvenient
truths. There remains a spurious
notion that to teach—or even
raise—uncomfortable facts of rac-
ism, slavery and other sins is
somehow to condition people to
despise themselves or their coun-
try. We continue to mock athletes
who do not express proper grati-
tude and step into social issues
beyond their sport. Here we are, a
half-century later, still regulating
the lane.

Russell wouldn’t want to see
the edges sanded off his compli-
cated life, either. In death, Russell
has been hailed as a “giant,” but
he hated the term, because, taken
literally, it recalled “a whole world
of years when people made fun of
you or looked askance at you be-
cause you are different.” He would
grow to be 6 foot 10, made a case
as the greatest teammate ever,
and became one of the most cou-
rageous examples of the athlete as
a public citizen. But Bill Russell
wanted something more profound.
He was a man.
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From Pandemic to Pandemonium

The past two
years  were
the years of
the global
pandemic. So
far, 2022 is
looking like a

GLOBAL

VIEW year of global
By Walter ~ P31 d ?tmbo
Russell Mead ™™ €

gan with Rus-
sia’s invasion
of Ukraine and has gone on to
feature rising tensions be-
tween the U.S. and China, the
collapse of the Iran nuclear
deal, and a budding economic
crisis that has set off infla-
tionary spirals, financial pan-
ics and even political upheaval
around the world.

Trapped between rising
geopolitical tensions and dete-
riorating economic outlooks,
none of the world’s major
powers are in a good place to-
day. China, where aggressive
zero-Covid policies continue
to exact massive social and
economic costs, faces its grav-
est financial crisis yet as it
struggles to manage the big-
gest real-estate bubble in
world history. Japan’s foreign
minister told Washington
think-tankers last week that
the “logic of brute force” was
replacing the rule of law in
Japan’s part of the world even
as slow growth, demographic
decline and a weak currency
raise doubts about Japan’s
long-term prospects.

Rising food and fuel costs
pose major problems for In-
dia’s economy. With Pakistan
and Sri Lanka embroiled in
political and economic crises,
China pressing on the border,
Afghanistan on the boil, and

Myanmar’s civil conflict grow-
ing bloodier and more bitter,
India’s home region is less
stable than at any time since
Bangladesh’s war of indepen-
dence in 1971.

Europe is faring no better.
The war in Ukraine has
plunged the Continent into its
worst crisis in decades. Ger-
many is looking at the col-
lapse of the economic and
geopolitical assumptions that
have guided its policies and
underwritten its prosperity
since the end of the Cold War.
France can neither reform it-
self nor shape the political en-
vironment beyond its fron-
tiers. Brexit backers in the
U.K. had hoped that in a rap-
idly globalizing world a Brit-
ain freed from the constraints
of European Union regulations
could become a vital offshore
financial center enjoying close
relations with Russian and
Chinese firms. In today’s de-
globalizing world, that dream
has faded, and it isn’t clear
how or whether Britain can
make Brexit work.

The Biden administration
has so far struggled to rise to
the occasion. Sadly, that diffi-
culty could be with us for a
while. The president’s abys-
mal poll ratings and the pros-
pect of losing at least one
chamber of Congress in the
midterms limit the White
House’s political authority at
home and undercut its power
abroad. The combination of
bad domestic economic news
and challenging events over-
seas doesn’t bode well. Few
observers think that a belea-
guered administration can
pass many more $40 billion

aid bills for Ukraine through
Congress. How, in the absence
of such aid, Washington can
help Kyiv bring its war
against Russia to a successful
conclusion is a question with-
out easy answers.

Especially striking is the
virtual absence of strong
American economic leadership
at a time of global crisis. In
past world economic crises,
Americans such as Paul Vol-
cker, James Baker and Robert
Rubin provided crucial intel-
lectual and policy leadership.

Amid the latest crises,
governments pursue
national interests

above global values.

If the White House or the
Treasury Department has a
compelling and practical
agenda to put the global econ-
omy back on course, it has yet
to be revealed to an anxious
world.

Part of the problem is
structural. What Charles
Krauthammer called the “uni-
polar moment” in world his-
tory, the era of American su-
premacy that followed the
Cold War, is over, and it is
harder for any American pres-
ident to shape world events
when faced with active and
powerful adversaries out to
break up the American order.
But the problem is intellectual
as well. Too many of the
Obama veterans filling key Bi-
den administration posts are
still marinating in Obama-era

Planned Parenthood’s Politicized

By Erin Morrow Hawley

ince the Supreme Court

overturned Roe v. Wade

in June, abortion advo-
cates have been insisting that
pro-life laws threaten women’s
health. Yet Planned Parent-
hood’s own website has al-
ready debunked many of these
arguments, explaining that
treatments for medical condi-
tions such as ectopic pregnan-
cies and miscarriages aren’t
abortions.

Then Planned Parenthood
changed its website in mid-
July, promoting a false narra-
tive that proves many in the
abortion industry care more
about advancing a political
agenda than about women’s
health.

In July abortion advocates
argued at a congressional hear-
ing, in which I testified on the
other side, that laws protecting
the unborn threaten women’s
health by preventing physi-
cians from offering common
pregnancy treatments. Rep.
Ayanna Pressley (D., Mass.)
suggested that the treatment
for an ectopic pregnancy was
the same thing as an abortion.
Witnesses said that women
would be unable to access life-
saving medical treatment in
cases of emergency.

Yet Planned Parenthood’s
own website used to say,
“Treating an ectopic pregnancy
isn’t the same thing as an
abortion.” After abortion advo-
cates insisted that post-Roe
pro-life laws might interfere
with treatments for ectopic
pregnancy, Planned Parenthood
altered its medical definition to

fit the narrative. Today, its
website says: “The medical
procedures for terminating a
pregnancy in the uterus are
usually different from medical
procedures for terminating an
ectopic pregnancy.”

Planned Parenthood was
right the first time. Legally,
abortion is the intentional ter-
mination of a human life. The
treatment for an ectopic preg-
nancy isn’t an abortion be-
cause its purpose isn’t to end a
human life. Similarly, every
state provides that lifesaving

The group’s website
used to tell the truth
about treatment for
ectopic pregnancies.
I

treatment for a pregnant
woman isn’t an abortion.
When these tragic circum-
stances occur, a physician does
everything possible to ensure
the survival of both the
mother and the baby.

The argument that physi-
cians might refuse lifesaving
medical care due to fear of
prosecution is a red herring.
Physicians who provide emer-
gency medical care to a preg-
nant woman, or who treat an
ectopic pregnancy or miscar-
riage, don’t violate any state
abortion law. Many states,
such as Mississippi, leave the
question of lifesaving necessity
up to the physician’s good-
faith judgment. Further, while
only a fraction of OB-GYNs
perform abortions, procedures

to treat ectopic pregnancy or
miscarriage, while tragic, are
routine. Doctors can distin-
guish between tragic circum-
stances and intentionally end-
ing a pregnancy.

Planned Parenthood’s rever-
sal is consistent with other ef-
forts to suppress inconvenient
truths by adapting medical
terminology to advance politi-
cal purposes. The American
College of Obstetricians and
Gynecologists, an organization
of medical specialists who
bring unborn children into the
world, has long denied that
those children have a right to
life. ACOG’s position on abor-
tion is extreme. It is against
any legislative restrictions on
abortion.

In March 2022, ACOG re-
leased its Guide to Language
and Abortion. In the guide,
ACOG recommends avoiding
the word “baby” or the
phrase “unborn child.” ACOG
also insists on supporting
partial-birth abortion, reject-
ing the word “dismember-
ment” in favor of “dilation
and evacuation procedures”
(those terms mean the same
thing—the tearing apart of a
baby during an abortion pro-
cedure). The organization
even refuses to use the word
“woman” in its abortion pol-
icy. Finally, given the recent
passage of state laws protect-
ing unborn children after a
detectable heartbeat, ACOG
modified its guide to advise
OB-GYNs against referring to
a “heartbeat.” ACOG recom-
mends that doctors say “fetal
cardiac activity.”

Practicing obstetricians are

ideas that are even less suited
to conditions today than they
were five years ago.

To take just one example,
the mere existence of common
threats doesn’t inspire the na-
tions of the earth to common
action. The 2020 pandemic
made governments more na-
tionalistic and inward-looking.
So far, the pandemonium of
2022 is having the same ef-
fect. Countries respond to
threats like the Iranian nu-
clear program, climate change
and Russia’s attack on Ukraine
based on their assessment of
their national interests much
more than on their respect for
global values.

Both the Obama and Biden
administrations overvalued
the importance of sweet rea-
son in international affairs.
Foreigners, even friendly
ones, are often less im-
pressed by American argu-
ments about common inter-
ests and global goals than by
their assessments of Ameri-
can power, shrewdness and
will. Good intentions matter
less than success.

President Biden can still
put his administration, the
country and the world on a
more hopeful course. But you
can’t fix a problem until you
acknowledge you have one.
Until and unless Team Biden
can shake off the failed as-
sumptions and habits of the
Obama years, American for-
eign policy seems fated to
flounder as geopolitical and
economic storm winds con-
tinue to rise.

‘ William McGurn is away. ‘

Diagnosis

unlikely to take ACOG’s lan-
guage guide seriously. Imagine
a physician telling the excited
parents, “Look, here’s your em-
bryo’s fetal cardiac activity!”
That would be terrible bedside
manner, but it is also terrible
science. Basic biology confirms
that human life begins at con-
ception. Embryologists agree
that at fertilization a human
being emerges as a genetically
distinct member of the species
Homo sapiens, needing only a
proper environment to flour-
ish. ACOG’s wordsmithing is an
attempt to avoid humanizing
unborn children.

Pregnant women know that
the presence of a heartbeat is
significant. It is an assurance
that the most vulnerable part
of pregnancy has passed. Once
a child’s heartbeat is detected,
the risk of miscarriage drops
dramatically, to less than 2%
after eight weeks.

ACOG’s guidance is another
linguistic about-face. In 2017 it
opposed a House bill that, in
ACOG’s words, banned “abor-
tion after the detection of the
fetal heartbeat, which occurs
as early as six weeks gesta-
tion.” The new language is all
about politics.

That Planned Parenthood
and ACOG are willing to modify
medical terms shows they are
more committed to their poli-
tics than to providing women
with accurate medical informa-
tion or good healthcare.

Ms. Morrow Hawley is a se-
nior counsel for Alliance De-
fending Freedom and an asso-
ciate professor of law at
Regent University.

The Zelenskys’ Defiant Vogue Cover

By Melik Kaylan

he spectacle of
Ukraine’s president and

first lady being fea-
tured in Vogue along with a
glossy photo shoot by the ce-
lebrity portraitist Annie Lei-
bovitz has triggered outcry
from a predictable chorus of
Western scolds. How can the
Zelenskys indulge in such
frippery when there’s a war
on? Surely they have more ur-
gent demands on their time.
This is how they repay all our
donations? And, of course,
there’s the wokier fringe in-
veighing with heated objec-
tions to the heteronormative
nature of the pairing, not to
mention (gasp) the implicit
wife-as-helpmate symbolism.
Yet the actual profile and
interview, ostensibly centered
on Mrs. Zelensky (Olena Zel-
enska), comes across as sober,
gritty and thoroughly focused
on Ukraine’s struggles. Nor do
any of the photographs ap-
pear flamboyant or loudly

fashion-conscious. Lacking
any substantive cause, the
clamor seems to have been
largely provoked by the qui-
etly confident elegance on
display.

Vladimir Putin is also intent
on erasing this sort of image
of Ukraine, contending that
the country is merely a way-
ward part of Russia. Ukraini-
ans should take every oppor-
tunity to vreassert their

Western scolds echo
Putin’s scorn for
Ukraine’s love of life.

cultural particularity in dis-
tinction from their grimly
power-obsessed antagonists.
Ukraine, unlike Russia, doesn’t
feed its populace delusions of
empire in place of the good
life. One might think of it as
the Italy of the Russosphere,
not excluding its flaws and in-
efficiencies. Free expression,

fashion, food, cafes, good con-
versation, the habit of hope,
and attractive friendly folk are
common in Ukraine. There’s a
love of life and of making life
lovable, which is grievously
lacking in the colder, harder
wastes further north. Nobody
has to be dominated to make
survival more possible or plea-
surable for others. The fashion
industry is also a recognizable
force in Ukraine, one that is
noted in the world and ap-
plauded—beautiful models, a
vibrant art scene, design, aes-
thetic care and the like.

To put it another way, Mrs.
Zelensky’s message can be in-
terpreted as: Look, this is
what they’re out to destroy,
not just in us but in the
world—a love of beauty, the
dolce vita ethos.

The Kremlin believed that
Ukrainians were irredeem-
ably soft exactly because of
their penchant for the good
life, what the old leftist ideo-
logues would have deemed a
colonialist’s “feminized” view

of subject cultures.

It turned out that Ukraini-
ans of both sexes were willing
to fight and die to uphold
their culture. They refused to
let Mr. Putin erase them, and
not simply in terms of build-
ings or institutions but in the
enduring celebration of joy
and panache and good taste, a
provocative defiance to Rus-
sia, which considers itself the
height of culture. You can be
sure that the psychological
lesson isn’t lost on Moscow’s
nihilistic bullies.

Yet it seems to have been
entirely missed by the West-
ern killjoys who see the Zel-
enskys as violating a wartime
moral imperative to drape ev-
erything in a relentless gray.
They shouldn’t be helping Mr.
Putin wipe away Ukrainian
cultural traits simply because
they don’t conform to their
own.

Mr. Kaylan writes about
culture and the arts for the
Journal.

BOOKSHELF | By Joseph C. Sternberg

Whose Money
Is It Anyway?

The Fed Unbound

By Lev Menand
(Columbia Global Reports, 173 pages, $15.99)

interest rates by another three-quarters of a percentage

point. Federal Reserve Chairman Jerome Powell then
delivered an hourlong market-moving press conference,
replete with argle-bargle about neutral and terminal rates,
meeting-by-meeting adjustments, narrow landing zones and
much more. The average viewer was left with the impression
of a momentous event for the economy, while having very
little idea of what actually happened.

Don’t feel bad about that last bit, dear reader, since it’s not
obvious the Fed knows what’s going on either. In a very real
sense the Fed has lost control of those areas it ought to
manage, while constantly trying to expand its role into those
areas it ought not to manage.

This is the important story to emerge from Lev Menand’s
“The Fed Unbound: Central Banking in a Time of Crisis.”

On a monetary-policy book-

shelf weighed down with

thick, self-congratulatory

tomes from big-name prac-
titioners who too often
obscure more than they explain,
Mr. Menand delivers a minor
miracle of sorts: a short, crisp,
nuanced volume that will help
you understand what the Fed
is up to.

An associate professor at
Columbia Law School, Mr.
Menand comes with impeccable
credentials, having worked at

the Federal Reserve Bank of New

. York, in the Treasury Department
during the Obama administration and on the Biden-Harris
presidential transition team.

His argument is simple: Since the 1950s, the Fed has
steadily eroded its core authority over the American
monetary system, creating conditions that now make it
near impossible for the Fed to perform its central functions.
The problem is money creation. As Mr. Menand explains, the
Fed does not create most of the money in the U.S. economy.
The private sector does. The Fed has tolerated dangerous
changes in the way this is accomplished.

When you take out a mortgage, say, your bank credits your
account with dollars that did not previously exist. It’s a neat
trick, and the government comes into it mainly by way of
imposing constraints. The Fed can require your bank to
hold a certain proportion of previously existing dollars in
reserve against the new dollars it creates for your home
loan; the availability of these reserves would then limit your
bank’s ability to lend. The Fed also allows chartered, and
therefore regulated, banks to borrow from the central bank
when they’re in distress. This combination of a bank’s
submission to government rules and its access to Fed credit
gives other institutions the confidence to accept a bank’s
made-up digital money when a depositor transfers it
elsewhere in the economy.

Mr. Menand lists the good historical reasons for the
adoption of such a monetary system. Going back to England
in the 1690s, the ability to create new money was recognized
as both vital to economic expansion and too important to be
left solely to a government that could be foolish or corrupt.
Bank-led money creation, hemmed in by complex regulatory
and economic checks and balances, could provide the
economy with the money it needs to grow while allowing the
market to manage money’s allocation fairly and efficiently.

T he Federal Open Market Committee last week raised

There are many good reasons to decentralize
the power of money creation. But the Federal
Reserve has let things get out of hand.

The Fed has helped to erode this system by tolerating,
since the mid-20th century, the expansion of a wide range of
nonbank money creators. It has extended its lender-of-last-
resort backstop—the keystone of the monetary system—to
dollars created by money-market funds, insurers (such as
AIG), and even foreign entities via swap arrangements with
other central banks that lend Fed-credibility to dollars created
abroad. “The Fed was not built to manage a monetary system
that relies on these financial enterprises,” Mr. Menand writes,
“but unless it is willing to risk a Second Great Depression, it
is often pressed to rescue them when they get into trouble.”

Each intervention has stimulated even more growth in
nonbank money creation. As Mr. Menand notes, in 2008 non-
bank money accounted for $15 trillion of the U.S. money
supply, as compared to $7 trillion in traditional bank deposits
and $1 trillion in physical cash. The author could have added
that, in response to catastrophes such as the Bear Stearns and
Lehman Brothers implosions of 2008, Congress and regulators
have piled ever more costly regulations onto true banks.
This only further discourages money creation by the entities
that are supposed to be doing it, while encouraging more
money creation by entities that aren’t supposed to be doing it.

Despite occasional complaints, Congress has happily
allowed the Fed to facilitate the explosion of nonbank money
creation. Lawmakers bask in the benefits of a rapidly
expanding money supply, blame the Fed for bad inflationary
or recessionary outcomes, and disclaim the responsibility and
hassle of understanding or properly regulating the monetary
system, let alone devising an alternative.

What is to be done? Mr. Menand seems enthusiastic
about central-bank digital currency, which would allow
individuals to open new retail bank accounts directly with
the Fed. This would reregulate money creation (which the
Fed would do directly), but at the cost of the political and
economic problems that prompted the development of the
bank-led monetary order in the first place. The author’s plea
for Congress to create fiscal “stabilizers” to soften economic
downturns feels like part of a very different policy debate.
This might ease pressure on the Fed to act whenever reces-
sion threatens, but that’s separate from whether the Fed has
the proper authority to do what it already has done.

For now, a good start would be to refuse to bail out crypto
investors as those digital currencies collapse in value—thus
fencing off that new market outside the monetary system.
Any broader solution will have to run through Congress,
which will have to rebuild its own monetary-policy credibility
after supinely tolerating the Fed’s destabilizing expansion
of its remit. As hallowed as the concept of central-bank
independence has become, five decades of serial monetary
disasters are enough to make one suspect monetary
management is too important to be left to the Fed alone.

Mr. Sternberg, a member of the Journal’s editorial board,
writes the Political Economics column.
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Nancy Pelosi’s Taiwan Straits

ancy Pelosi seems determined to visit

Taiwan on her Asian trip this week, and

Beijing is promising an unspecified mil-
itary response if she does. We
hope the White House is ready
for all contingencies, but the
best response to China’s
growing threats would be at
long last to take the defense of
Taiwan seriously.

A largely symbolic visit by the Speaker of the
House isn’t a good reason to trigger a U.S.-
China showdown. But China has raised its
threats even beyond its usual bluster, and Presi-
dent Biden didn’t help by saying in public re-
cently that the Pentagon thinks it is the wrong
time for her visit. This encouraged Beijing’s
leaders to think they could stop Mrs. Pelosi if
they were even more obstreperous, which is
what they have become.

At this point Mrs. Pelosi almost has to visit
lest the U.S. appear to be backing down amid
China’s threats. That sign of weakness would
encourage more Beijing brinkmanship, and it
would echo throughout the region, especially
with our allies in Japan and Taiwan.

How China will respond if Mrs. Pelosi does
visit is impossible to predict. President Xi Jin-
ping might want calm ahead of his Communist
Party coronation for a third term this fall. Or
he may feel he needs to stir up nationalist fer-
vor against the U.S. to compensate for slowing
economic growth, a deflating real-estate bub-
ble, and public impatience with harsh Covid
lockdowns. Mr. Xi may also think now is the
time to teach the U.S. and Taiwan “a lesson,”
as Mao Zedong once said about his 1979 border
war with Vietnam.

A serious Chinese military intervention
would be a strategic watershed. That could in-
clude an attempt to intercept and perhaps ha-
rass Mrs. Pelosi’s plane, which we hope will
have a U.S. military escort as a deterrent. The
chances for miscalculation in that scenario
are high. In the worst case, China could de-
mand that her plane not land under threat of
being shot down. It isn’t clear how the U.S. pi-

A Chinese military
response will signal a

dangerous new era.
I

lots of her plane would respond.

This could be the first step in a Beijing quar-
antine strategy to declare that China has the
right to block or inspect any
aircraft or ship seeking to
land in Taiwan. China could
also let Mrs. Pelosi’s plane
land and later move to seize
Quemoy and Matsu, the off-
shore islands controlled by
Taiwan that triggered a geopolitical crisis in
the 1950s.

The fact that any of these scenarios have to
be taken seriously in Washington shows how
Taiwan has already become a dangerous U.S.-
China flashpoint. For 50 years the mutual un-
derstanding has been that China will wait for
peaceful reunification while the U.S. recognizes
one China and is ambiguous about defending
Taiwan. That is no longer holding. Mr. Xi wants
to unify China on his presidential watch, and
Beijing’s rhetoric and its military posture are
increasingly belligerent.

Mr. Biden was widely criticized this year and
last when he said in response to questions that
the U.S. would defend Taiwan. The White House
walked back those comments each time by say-
ing U.S. policy hasn’t changed. But intentionally
or not, the President was getting at the truth
of China’s changing intentions.

If China abandons its pledge of peaceful re-
unification—which it has made in diplomatic
communiques over the decades—that would be
cause for the Biden Administration to change
official U.S. policy to make clear that the U.S.
will defend Taiwan. This would require a far
more urgent and forceful policy of bolstering
and arming Taiwan to defend itself with a goal
of deterring a Chinese takeover.

Even if the Pelosi trip ends in anticlimax,
China’s military threats show that the status of
Taiwan and its protection are fast becoming
emergencies. U.S. officials say Mr. Xi has ad-
vanced his timetable for reunification from
later this decade to perhaps as little as 18
months. Taiwan, the U.S., and our allies can’t
wait if they want to deter a war.

Justice for al Qaeda’s Zawahiri

moved al Qaeda leader Ayman al-Zawahiri

from the terrorist battlefield. President Bi-
den said Monday evening that
Osama bin Laden’s longtime
deputy was killed Sunday in a
counterterrorism operation in
Afghanistan that others con-
firmed as a drone strike.

As Mr. Biden noted, the
strike brings another measure of justice for
the victims of the 9/11 attacks that killed
nearly 3,000 Americans on U.S. soil. The 71-
year-old Egyptian co-founded al Qaeda and
helped bin Laden build an operation that could
spread radical Islam and murder innocents
without remorse.

Mr. Biden praised the operation as a triumph
of U.S. intelligence, but Zawahiri eluded detec-
tion for more than two decades. The President
said he was located some months ago in Kabul,
the Afghan capital, as he sought to reunite with
his family. Perhaps he let his guard down after
the Taliban captured Kabul and drove the U.S.
out of Afghanistan last August.

][ t took nearly 21 years, but the U.S. finally re-

A U.S. drone strike kills
Osama bin Laden’s
former deputy in Kabul.

A Taliban spokesman condemned the strike,
but Zawahiri’s discovery in Kabul suggests
close collaboration between the Taliban and al
Qaeda. The Taliban provided
sanctuary to al Qaeda before
Sept. 11, 2001, and it’s impos-
sible to believe that Taliban
officials didn’t know Zawahiri
was in their midst. The Tali-
ban are giving safe harbor to
jihadists even if they aren’t joining their plots
to strike the U.S.

The strike was the first known U.S. anti-ter-
rorist operation in Afghanistan since the cha-
otic U.S. departure. It’s encouraging that the
U.S. could pull off the operation after the loss
of listening posts on the ground. But it’s no
guarantee that the U.S. can track the many al
Qaeda and Islamic State camps and agents still
operating in the country.

The strike should be a warning to the Taliban
that abetting al Qaeda is a bad survival strategy.
If terrorists based in Afghanistan plot and kill
Americans, the Taliban should understand that
their leaders will also be targets.

A Permitting Test for Democrats

are a bipartisan complaint. So we won-
der: Will Democratic Senators join their
Republican colleagues in vot-
ing to reverse a Biden Admin-

]P ermitting headaches for public works

Will they vote to repeal

Circuit Court of Appeals panel tossed a permit
for the Mountain Valley gas pipeline because the
Fish and Wildlife Service did not consider the
“cumulative” impact of non-
pipeline construction on two

istration rule that adds costly Biden rule th endangered species.

new roadblocks? a Bide u e that The judges said the agency
Alaska Sen. Dan Sullivan blocks pllbllC works? should have evaluated how the

plans to call for a vote as early S pipeline—in conjunction with

as this week on a resolution to

overturn a Council on Environmental Quality
change to permitting rules under the National
Environmental Policy Act (NEPA). Under the
Congressional Review Act, a simple majority of
both chambers can pass a resolution of disap-
proval to kill a rule.

Any Senator can also make a non-debatable
motion for a floor vote. While a President can
veto a resolution, it has the salutary effect of
compelling Members of Congress to endorse or
repudiate a regulation. Many Democratic Sena-
tors have been silent as the Administration tries
to strangle public works and private energy
projects via regulation. Now they will have to
take a position.

Finalized in April, the Biden rule rewrote
parts of a Trump Administration rule that
sought to ease regulatory barriers under NEPA.
The new rule gives federal regulators enormous
discretion over the scope of environmental re-
views under NEPA. The Biden rule summary says
it “clarifies that agencies have discretion to con-
sider a variety of factors” and aren’t limited by
their statutory authorities. In short, it empowers
regulators to do as they please.

One exception: The rule limits their discretion
to fast-track reviews. For instance, the rule re-
quires federal agencies to consider all of the “cu-
mulative” and “indirect” project effects, including
those created by climate change. Regulators have
to consider how a project in conjunction with
other unrelated activities affects land, air, water
and endangered species.

Some liberal federal judges have read such a
requirement into the law and used this as a pre-
text to block projects. Earlier this year, a Fourth

road improvement, urbaniza-
tion, water withdrawals, agriculture and cli-
mate change—could affect the logperch and
candy darter fish years into the future. Under
the Biden rule, federal agencies would have to
do this sort of evaluation for every large project
they review.

That could include chip-making factories re-
ceiving federal subsidies because they have
large land impact and require loads of water.
A report last fall by Georgetown’s Center for Se-
curity and Emerging Technology noted that
permitting obstacles could impede construction
of new semiconductor factories.

The Biden White House didn’t have to re-
write the Trump rule, and it did so precisely so
its regulators and courts find it easier to block
projects. There is no other justification for it.
The Manchin-Schumer bill gives federal agen-
cies an additional $375 million to “facilitate
timely and efficient environmental reviews.”
But the real reason regulators need more money
is because the Biden rule requires unnecessarily
extensive environmental analyses.

All 50 Senate Republicans are co-sponsors
of Mr. Sullivan’s important resolution. This vote
will be telling for West Virginia Sen. Joe Man-
chin, since his support would cause the resolu-
tion to pass with 51 votes.

But the vote will also be a signal of how
much Democratic support there is for permit-
ting reforms that Mr. Manchin says Democratic
leaders have pledged to vote on by the end of
September. That would require 60 votes to pass.
We’ll see how many Democrats really want new
public works and more energy by how many of
them vote for Mr. Sullivan’s resolution.

LETTERS TO THE EDITOR

Change Is Coming to the Practice of Medicine

Your editorial “Medical Education
Goes Woke” (July 27) is unfortu-
nately true. The recent walkout by
medical students at the University of
Michigan—prior to remarks given at
an initiation ceremony by a distin-
guished faculty member who hap-
pened to oppose abortion—indicates
a lack of character and respect that
bodes ill for the profession.

Also galling has been the response
of the medical establishment to the
Covid crisis, with its contradictory
policies and recriminations against
physicians who voiced reasoned op-
position to its pronouncements.

STEVEN H. BArRoN, M.D.
Newhall, Calif.

Your risk of diabetes, heart disease
and cancer depends on your ZIP
Code, education and income. We can’t
control a child’s asthma if his or her
apartment building doesn’t have a
decent heating, ventilation and air-
conditioning system. Even well-in-
sured black women have a higher ma-
ternal-mortality rate than white
women. The U.S. has a higher infant-
mortality rate than almost all other
developed countries.

We call these factors the social de-
terminants of health. This is life-or-
death medicine. Labeling it “woke”
undermines attention to these factors
affecting public and individual health.

ProF. KAREN ANTMAN, M.D.
Dean, Boston University Medical School

This woke culture isn’t confined to
medical schools. Maryland has now
instituted a requirement for a diver-

sity and equity course to renew a
medical license. I, therefore, will not
be renewing my license in September.
I wonder how many practitioners
nearing retirement will do the same.
REID FITZGERALD, M.D.
Easton, Md.

It must be difficult for the editorial
board to track and catalog all the wo-
keness breaking out these days. As an
engineer, I thought my profession
would keep this disease on the lib-
eral-arts and soft-sciences side of the
university. I was wrong.

A March 31, 2021, letter to the Ac-
creditation Board for Engineering and
Technology was sent by the Big 10+
Universities Deans of Engineering re-
garding diversity, equity and inclu-
sion. These included the dean of my
alma mater, the University of Michi-
gan, which has now embarked on an
“equity-centered engineering” philos-
ophy. God help us.

It appears the debacle of univer-
sity bias-response teams was insuffi-
cient. The university is dropping the
GRE exam, and for now the SAT as
well, as an admissions requirement.
The flagship “Alumni” magazine is
now “Alum.” Fundraising emails are
signed with preferred pronouns.

It is sad to see a great institution
succumb to such a disease. It was
even more painful to explain to the
dean why my donations were going
to zero, and that I would not be rec-
ommending the university as a desti-
nation for aspiring engineers.

MARK STRAUCH
Red Lion, Pa.

Straight Cash Aid Can Be the Greatest Help

In “The High Cost of Free Money”
(op-ed, July 19), Allysia Finley claims
that findings from a recent study on
cash transfers to the poor mean the
U.S. should “never again send out
cash with no strings attached.” This
study found that a group of 2,000
low-income Americans receiving ei-
ther $500 or $2,000 in one-time aid
during the pandemic experienced no
improvement compared with those
who received no aid, and worse out-
comes on several measures.

These results should be taken seri-
ously, and also placed in context. The
majority of the dozen or so U.S. stud-
ies on cash transfers have found posi-
tive effects. One decadeslong study
tracked children of mothers who re-
ceived welfare payments and found
that they were half as likely to be un-
derweight, earned 14% more as adults

and lived a year longer, on average,
than children of mothers who were
rejected from the program. A single
negative, short-term study run during
a pandemic doesn’t reverse the
weight of existing evidence.

These studies are expensive to
conduct in the U.S., but in emerging-
market countries there are hundreds
of robust evaluations of cash pay-
ments, making them the most studied
poverty intervention. There, the evi-
dence is even more overwhelming,
showing positive effects on earnings,
health and well-being. The U.S. cash-
aid debate should be focused on what
size and cadence has the biggest ef-
fect, not abandoning ship based on
the implications of a single study.

MicHAEL FAYE
President, GiveDirectly
New York

Memories of People Who Never Made It Home

In his 1993 ESPY award speech, de-
livered while dying of cancer, Coach
Jim Valvano extolled “three things we
all should do every day.” By his
lights, “Number one is laugh. You
should laugh every day. Number two
is think. You should spend some time
in thought. And number three is you
should have your emotions moved to
tears.” Bob Greene’s op-ed “A Friend
Lost to Lake Central Flight 527” (July

Do Us All a Favor and Thank
The Next Policeman You See

Regarding your editorial “Who
Wants to Be a Seattle Cop?” (July 20):
Even in southern Indiana, a squared-
away state trooper told me that re-
cruitment has become significantly
more difficult in recent years.

Young people who might have been
enthused to “serve and protect” now
see the rise in violent crime, exceeded
only by the alarming trend in disre-
spect for the law. This comes with
disrespect for the valiant men and
women, second-guessed constantly,
who place themselves in harm’s way
to see to it that we can continue to
enjoy our way of life. I always try to
thank any officer I see in uniform
when the chance presents itself. They
need to know that they are appreci-
ated before the question becomes:
Who wants to be a cop anywhere?

STEVEN KROHN
Evansville, Ind.

The ‘Prevailing Wage’ Trick

Regarding your editorial “Semicon-
ductor Subsidy Strings Attached”
(July 27): T have nothing against
unions. They have many positives, but
mandating that companies pay union
prevailing wages to construct new
semiconductor facilities is a decree
against free-market competition and a
clear exploitation of taxpayer dollars
to buy union votes. This is also an
open invitation for unions and politi-
cians to pad the definition of “prevail-
ing wage.” Pork for votes at its finest.

BILL BEGLIN
Cincinnati

Letters intended for publication should
be emailed to wsj.ltrs@wsj.com. Please
include your city, state and telephone
number. All letters are subject to
editing, and unpublished letters cannot
be acknowledged.

28) reminds me of an old friend lost
to a Montana highway, and puts a
check mark in the tears box.
JOHN GENTHER
Topeka, Kan.

Mr. Greene makes me think about
other men who died in 1967—in Viet-
nam. These men also missed all
those wonderful life experiences that
those of us who are left have known.
Men like my friend, Bob, the best
natural helicopter pilot I ever knew,
who would have had a wonderful fu-
ture but died there at 21, and never
had the chance. Yet a man is not
dead until he is forgotten. They are
not forgotten.

JIM BAKER
Little River, S.C.

Can’t Hide All the Bad News

Reading Philip Magness’s history
of the economic term “recession” in
textbooks and legislation (“A Reces-
sion by Any Other Name,” op-ed, July
28), I come to the conclusion that no
one in the Biden administration has
ever heard of the Streisand Effect.
This is when attempts to conceal or
censor information have the unin-
tended consequence of amplifying it.
The Biden team’s attempt to play
down our economic difficulties is am-
plifying the negative news. How long
will it take them to figure it out?

CHRIS CARDIFF
Alexandria, Va.

Pepper ...
And Salt
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OPINION

Mare Elias’s Curious Idea of ‘Democracy’

By David B. Rivkin Jr.
And Jason Snead

arc Elias, the leading

Democratic election

lawyer, complains that

“a dangerous theory

will have its day in

court” this fall. That’s rich—he was

instrumental in bringing it there by

litigating the case that raises it. But

his dire warnings have attracted

plenty of support. The headline of a

Washington Post op-ed by a trio of

legal scholars blares the threat of a
“body blow to our democracy.”

Moore v. Harper is the product of

a nationwide campaign, led by Mr.

Elias, to mow down state election

laws that make it easy to vote but

hard to cheat. That effort is a large

part of the reason the Supreme
Court felt the need to weigh in.

Democratic lawyers seek to
hijack elections via state
judges. The Supreme Court

has a chance to stop them.
1

After North Carolina gained a
House seat in the 2020 census, the
state’s Republican-controlled Legis-
lature drew a new congressional
map. Mr. Elias and his clients peti-
tioned state courts to toss out that
map as unduly partisan in violation
of the state constitution—a legal
theory the North Carolina Supreme
Court had rejected as unworkably
open-ended in 2015.

This time, citing a handful of
clauses plucked seemingly at ran-
dom from the North Carolina Consti-
tution, the state supreme court in-
vented a new, judicially enforceable

prohibition on so-called parti-
san gerrymandering. It used
this newfound power to toss
out the Legislature’s map and
replace it with one of its own
design, along the lines Mr.
Elias’s experts proposed.

Which brings us—and Mr.
Elias—to the U.S. Supreme
Court. The U.S. Constitution’s
Elections Clause provides that
the “manner” of conducting
congressional elections must
be “prescribed in each state by
the legislature thereof.” As Jus-
tice Samuel Alito has noted,
the clause “specifies a particu-
lar organ of a state govern-
ment.” It doesn’t assign this
authority to the state as a
whole. That necessarily limits
the power of state courts and
executive-branch officials to
override lawmakers’ handi-
work.

Until about a decade ago, state
legislatures were in the driver’s seat
on election laws. But as Republicans
took majorities in state capitals
around the country, Democrats
bowed out of the legislative process,
turning to state officials and state
courts instead. Through backroom
deals, they persuaded election offi-
cials to drop ballot-integrity regula-
tions, open up drop boxes, and
loosen deadlines. When deal-making
didn’t work, they asked state courts
to rewrite election laws wholesale,
typically based on vague language in
state constitutions like the declara-
tion in North Carolina’s constitution
that “all elections shall be free.”

The pandemic accelerated this
process in 2020. Through settle-
ments and litigation, Mr. Elias and
his colleagues wielded a massive
budget to sustain a campaign of liti-
gation that forced states to adopt

DISTRICET S

Democratic election-law priorities
against the will of the legislature.
Covid became an excuse to upend
the law, but the end result was wide-
spread chaos driven by ever-shifting
rules intended to benefit one side.

Harper v. Hall, as the North Caro-
lina case was styled in state court,
was the next logical step. If state
courts are willing to draft their own
election codes, why not their own
maps too? Never mind that years of
litigation had proved, as the U.S. Su-
preme Court observed in Rucho v.
Common Cause (2019), another case
from North Carolina, that there is no
“clear, manageable, and politically
neutral” legal standard for partisan-
gerrymandering claims.

That was a federal case, so it
didn’t address the limits on state
judges’ power. Moore gives the jus-
tices an opportunity to do so, with
respect to voting rules as well as re-
districting. The idea that honoring

=t
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the Constitution’s limits on state ju-
dicial power is a threat to democ-
racy is risible. When state legisla-
tures make laws governing federal
election law, their power is subject
to all the limitations of the U.S. Con-
stitution and federal statutes, in-
cluding the 15th Amendment and the
Voting Rights Act, which prohibit ra-
cial discrimination.

The shrillest critics of the appeal
in Moore assert that state legisla-
tures simply can’t be trusted and
have to be closely supervised by
state supreme courts. They point to
Donald Trump’s failed attempts to
work state legislatures to swing the
vote in his favor following the 2020
election, by disregarding the Elec-
tion Day result and appointing pro-
Trump electors. Yet no state legisla-
ture did Mr. Trump’s bidding. No
state election law on the books to-
day gives state legislatures an open-
ended power to disregard the popu-

lar vote and appoint
presidential electors, and
there’s no indication of any se-
rious attempt to enact such a
law.

Further, it would violate
federal law. Like the Elections
Clause, the Electors Clause,
which governs presidential
elections, gives state legisla-
tures power to set the “man-
ner” of choosing presidential
electors. But that power is
tempered by Congress’s au-
thority to set “the time of
choosing the electors.” Federal
law plainly states that presi-
dential electors “shall be ap-
pointed” on Election Day. So
although a state legislature has
broad leeway in setting the
rules for the presidential vote,
it can’t change the rules, or
nullify the voters’ decision, af-
ter Election Day. Moore won’t
change that.

Moore’s real threat is to partisan
election lawfare and the gravy train
that the Elias Law Group, 70 attor-
neys strong, is riding. The real
threat to democracy is cynical “vot-
ing rights” litigation brought to
sway election outcomes and the
many ways that it undermines the
administration of the vote and pub-
lic confidence in the electoral pro-
cess. And what could be fairer or
more neutral than following the
Constitution, or more democratic
than leaving the matter to elected
lawmakers?

MARTIN KOZLOWSKI

Mr. Rivkin practices appellate and
constitutional law in Washington. He
served in the White House Counsel’s
Office and Justice Department under
Presidents Reagan and George H.W.
Bush. Mr. Snead is executive director
of the Honest Elections Project.

‘Inflation Reduction Act’ Is an Insult to Used-Car Salesmen

FREE
EXPRESSION
By Gerard Baker

ness are so self-evidently ficti-

tious that even the most shame-
less of hucksters will recoil from
articulating them, so some proposi-
tions advanced in politics are so dis-
honest that even the most menda-
cious politician will avoid association
with them.

Then there’s the Inflation Reduc-
tion Act of 2022.

If you’ve ever been convinced by a
used-car salesman that the 20-year-
old rusting hulk out back with the
dodgy chassis and the blue smoke
pouring out of the exhaust is a “reli-
able pre-owned bargain,” you’re go-
ing to love the Inflation Reduction
Act.

This, you will know, is the new
name that has been conferred by
Senate Democrats and the White
House on the remnants of the old
Build Back Better bill, the vastly am-
bitious tax-and-spending measure
that was nearly foisted on an unsus-
pecting American public last year in

I ust as some claims made in busi-

the middle of a pandemic.

Like that lemon sitting at the back
of the dealer’s lot, it’s been given a
little touch-up, a fresh coat of paint,
a reduced price tag and a bright new
description. The master plan that
was going to save the planet from ex-
tinction a year ago has been repur-
posed as a fully functional inflation-
fighting weapon, laser-focused on
reducing price pressures in the
American economy.

I'm being a little unfair to used-
car dealers. Surely not even the most
opportunistic of charlatans would
take his customer for that kind of a
fool.

Start with the premise for the
principal claim in the bill—mamely
that the package of $739 billion in
tax increases and reduced outlays
and a little $433 billion in new
spending will produce a “historic”
$300-plus billion reduction in the
federal deficit over 10 years “to fight
inflation.”

True, deficit reduction should,
other things being equal, reduce ag-
gregate demand and inflation. We’ll
come to the economic wisdom and
plausibility of the specific measures
shortly, but it is worth noting that, in
the very first sentence of their sum-
mary, the Democrats hand up a self-

indictment of almost everything
they’ve been doing in the 18 months
since the party took the Senate and
the White House.

If a bill that reduces the deficit by
$300 billion over 10 years represents
“inflation reduction,” what are we to
make of a law Congress passed last
year that increased the deficit by an
estimated $1.7 trillion in less than
two years?

Democrats hide a power
grab behind a purported
solution to a problem they

themselves caused.
|

If we are in the business of renam-
ing legislative measures with a bill
that is going to reduce inflation
through deficit reduction, can we
now all agree to call the American
Rescue Plan of 2021—which added
six times as much to the deficit in
one-fifth of the time—the Inflation
Acceleration Act?

Then take a look at what the Dem-
ocrats’ new bill actually achieves in
deficit reduction.

Because the spending provisions

kick in more quickly than the reve-
nue-raising provisions, the bill would
actually increase the deficit in its
first few years. According to the
Penn Wharton Budget Model, it
would begin to reduce the deficit
only in 2027.

So the Inflation Reduction Act—
sold to Americans on the basis that it
will reduce the surging inflation the
Democrats themselves helped un-
leash—won’t even have any down-
ward effect on the deficit for five
years. I'm skeptical about the aver-
age lawmaker’s ability to predict the
inflation rate in five years, but if we
have to wait until 2027 to get on top
of the current cost-of-living crisis,
we are in trouble.

As for those tax increases that
kick in straightaway, especially the
minimum corporate tax rate, not only
are they outweighed by the spending
increases, but they make no sense at
all for an economy that is clearly
contracting at an alarming pace

Democrats claim that some mea-
sures, such as enabling Medicare to
negotiate drug prices, will tamp
down inflation. But that’s largely
speculative, and the independent
Penn Wharton analysis sees no over-
all impact on inflation.

Of course it doesn’t. That’s not

what the bill was ever intended to
do.

Tear off the absurd Inflation Re-
duction Act label, and behind it, you
will see—illuminated by the excited
glow of media coverage of the Demo-
crats’ premature victory laps—ex-
actly what it is: another large plank
in the Democratic plan to “re-engi-
neer “ the U.S. economy, with an-
other hefty expansion of govern-
ment, disappointingly enabled in
part, by the way, by congressional
Republicans, who cleared a path for
it by helping pass another bill, subsi-
dizing semiconductor producers.

The left’s increasingly shrill claims
of a climate “emergency” have al-
ways been a thin veneer to cover
their ambitions to take over large
swaths of the American economy.

It all amounts to a breathtaking
piece of policy-making chutzpah wor-
thy of the most unscrupulous sales-
man’s patter: Having created the in-
flationary mess in the first place,
Democrats now aim to con the coun-
try into believing that they’re clean-
ing it up, even as they steal a further
march in their plan to remake the
country.

If anyone thinks that’s what Amer-
ica voted for two years ago, I have a
used car to sell them.

What Happened to That ‘Emergency’ Covid Money?

By Allysia Finley

he White House is importun-

ing Congress for $31.4 billion

to buy more Covid-19 treat-
ments, tests and vaccines. Yet asked
last week whether President Biden
wanted Democratic leaders in Con-
gress to include the Covid money in
a budget-reconciliation bill, admin-
istration officials demurred.

Two days later, Senate Majority
Leader Chuck Schumer and West
Virginia Sen. Joe Manchin unveiled
a $739 billion reconciliation deal
dripping with climate grease. Some-
how the Covid money, which the
administration has insisted for
months is urgently needed, didn’t
make the cut. Is subsidizing Teslas
a higher Democratic priority than
protecting the vulnerable?

Possibly. But the truth that
should be increasingly apparent to
Americans is that Democrats con-

sider Covid an emergency only
when it’s politically convenient—
that is, when they can use it to at-
tack their political opponents or ex-
pand the size and scope of
government.

It’s worth rehashing the adminis-
tration’s grave warnings in March
about impending shortages of vac-
cines, tests and medications. Unless
Congress provided tens of billions
of more dollars pronto, the adminis-
tration warned, it wouldn’t be able
to procure booster vaccines, suffi-
cient treatments for immunocom-
promised individuals and desper-
ately needed antivirals.

The U.S. would also soon run out
of lifesaving monoclonal antibodies,
and tests could be in short supply
because the administration
wouldn’t have the funds to support
domestic testing capacity. Yet none
of the White House’s Chicken Little
warnings came to pass. Nor are
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they likely to this summer.

Only about three million of the
20 million courses of Pfizer’s antivi-
ral Paxlovid that the administration
has ordered since last November
have been prescribed. The adminis-
tration was late to place the orders,
which resulted in shortages during
the winter Omicron wave. But as
Pfizer has delivered more doses in
recent months, uptake has been
low.

One reason is Paxlovid is autho-
rized only for patients who are
deemed high-risk—Pfizer’s trial
didn’t show a statistically signifi-
cant benefit in younger patients
without health conditions—and
more than two-thirds of patients
over 65 are prescribed a drug that
interacts with the antiviral. Many
can’t quit their other medications
to take Paxlovid since they could
experience withdrawal.

Eli Lilly’s monoclonal antibody,
bebtelovimab, provides a treatment
alternative. Yet despite White
House warnings, there has been no
shortage of the drug. In late June,
Lilly said the existing U.S. supply
was expected to last through Au-
gust. At the same time, the admin-
istration ordered an additional
150,000 treatment courses at a cost
of $275 million to be delivered no
later than Aug. 5.

Meantime, hundreds of thou-
sands of AstraZeneca’s Evusheld
prophylactic treatment for immuno-
compromised patients are sitting on
shelves at hospitals and infusion
centers. The drug is intended to
protect patients who mount a weak
immune response to vaccines. While
the administration has ordered 1.7
million courses, only about 400,000
have been administered.

Some providers have also been
reluctant to prescribe it because of
the administration’s warnings about
shortages. The administration has
done little to promote it, prompting
AstraZeneca to launch an ad cam-
paign so the treatments don’t ex-
pire and have to be thrown out.
That’s what has happened to tens of
millions of mRNA vaccines in recent
months.

The White House calls for
another $31.4 billion. But
it isn’t in the Democrats’
reconciliation deal.

Administration officials pondered
recommending fourth shots for peo-
ple under 50 this summer so un-
used vaccines wouldn’t go to waste.
But last week they instead an-
nounced plans to make “bivalent”
boosters targeted in part at the
Omicron BA.4 and BA.5 variants in
September. The administration has
ordered 66 million doses from Mod-
erna ($1.74 billion) and 105 million
from Pfizer ($3.2 billion).

As for Covid tests, the adminis-
tration in May allowed U.S. house-
holds to order a third round of free
at-home kits because the govern-
ment’s supply exceeded demand.
Even so, officials still warned that
Congress’s “failure to provide addi-
tional funding for the nation’s
COVID-19 response” would crimp
domestic test manufacturing.

Yet most at-home Covid tests the
administration has procured were
made in China by iHealth Labs, a
California-based subsidiary of a

Chinese manufacturer. U.S. taxpay-
ers have no reason to support
China’s test-making capacity.

Now the administration is asking
Congress for tens of billions of dol-
lars for Covid. Republicans have re-
fused to pass more Covid spending
until the administration details how
it has spent the money in Demo-
crats’ $1.9 trillion American Rescue
Plan Act of March 2021, only $16
billion of which was specifically al-
located for vaccines and therapies.

Most of the money in the March
2021 measure went for transfer
payments such as stimulus checks,
child tax credits and enhanced un-
employment benefits. Yet the ad-
ministration has found spare
change in other funding buckets to
buy additional booster vaccines.
Where else is there spare change?
The administration won’t say.

It says it wants more money so it
can invest in next-generation antivi-
rals, nasal vaccines and a vaccine
that works against myriad future
variants. But if these projects were
truly important, the administration
would have pressed Mr. Schumer to
include them in the reconciliation
deal.

Instead, Mr. Biden and Demo-
crats seem to be setting up Republi-
cans to blame for any Covid prob-
lems that arise this fall, including
those that are the administration’s
fault. But good luck explaining to
Americans why building windmills
is a bigger imperative than fighting
Covid. The unavoidable conclusion
is they don’t even take seriously
their rhetoric that the virus still
constitutes an emergency.

Ms. Finley is a member of the
Journal’s editorial board.
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Tensions Are Rising in Balkans

Kosovo-Serbia border
dispute could further
test the EU’s ability
to manage security

By BoJAN PANCEVSKI

NATO and the European
Union scrambled to calm ten-
sions between Kosovo and Ser-
bia after a weekend flare-up that
some politicians and experts
fear could be used by Russia to
spark more instability in Europe.

On Sunday, NATO forces
tasked with securing Kosovo
threatened to intervene to pre-
vent a bureaucratic dispute over
cross-border trade from escalat-
ing beyond a war of words be-
tween Kosovo and Serbia. Koso-
var authorities said shots were
fired Sunday during a standoff
between Kosovar police and
ethnic Serbs near the Serbian
border but no one was hit.

Kosovo, once part of Serbia,
declared independence in 2008
following a brief and bloody
conflict that ended after the
North Atlantic Treaty Organiza-
tion bombarded Serbia to com-
pel its forces to retreat from its
former province. Friction be-
tween the two continues to run
deep, especially in northern Ko-
sovo, which is mainly populated
by ethnic Serbs and is largely
outside the control of Kosovar

|

Kosovo police patrol a road in Zupce after a disagreement involving cross-border trade with Serbia.

government in Pristina.

A renewed conflict between
the two neighbors could test
the EU’s ability to manage a
fresh crisis after the Russian in-
vasion of Ukraine has stretched
Europe’s capacity to handle se-
curity challenges, experts said.

Nearly 4,000 NATO troops
are stationed in Kosovo, a U.S.
ally, under a United Nations
mandate, while Serbia cooper-
ates closely with Russia and
shares deep cultural and reli-
gious ties with Moscow. The

spokesman for the NATO
forces there said Sunday that
they were ready to intervene
“if security was jeopardized.”
Russia will support Serbia
but wouldn’t get involved in a
conflict, a Kremlin spokesman
told Russian state media.
The unrest erupted after
ethnic Serbs blocked roads in
northern Kosovo on Sunday in
protest over a requirement to
use Kosovar car license plates
and documents. Prime Minister
Albin Kurti of Kosovo blamed

the tension on what he called
“illegal structures” from Serbia
that he said were deliberately
stirring trouble in his country.

Serbian President Aleksan-
dar Vucic told reporters Sun-
day that, “We will plead for
peace, but I'll tell you right
away: there will be no surren-
der and Serbia will win.”

The standoff was defused
late Sunday, when Mr. Kurti
agreed to postpone the admin-
istrative changes at the border,
which would be imposed by Ko-
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sovo as part of a reciprocal
pact with Serbia, for a month,
following a deal brokered by
EU’s chief diplomat Josep Bor-
rell. “Open issues should be ad-
dressed through EU-facilitated
Dialogue,” Mr. Borrell tweeted.

The dispute is part of a
simmering conflict between
Belgrade and Pristina across a
range of issues. The Trump
administration was the latest
U.S. government to attempt to
broker a comprehensive agree-
ment between the two parties,
but a tentative deal was aban-
doned after all three countries
elected new leadership.

Serbia’s bid to join the EU
largely has been derailed by its
inability to resolve the dispute,
a prerequisite for a closer rela-
tionship with the bloc. And
while the U.S. and most West-
ern nations recognize Kosovo,
others contending with their
own separatist movements,
such as Spain, have refused to
do so. Significantly, Russia and
China side with Serbia, blocking
Kosovo’s admission to the U.N.

The seemingly minor cause
of the latest conflict reflects the
volatility of the relations be-
tween the two countries as even
small administrative changes
are seen as a question of sover-
eignty, said Ivan Vejvoda, a per-
manent fellow of the Institute
for Human Sciences, a Vienna-
based think tank.

Financial Woes Roil Sri_

By SHAN L1
AND VIBHUTI AGARWAL

For many years, Trichlet
Decruz lived a comfortable life
in the capital of Sri Lanka. The
42-year-old traveled abroad
for vacations, dined out with
her family and spent freely at
the grocery store.

But all of that ended when
the economy nosedived this
year, and fuel shortages and
sky-high inflation crushed the
ship-repair business she runs
with her husband.

“We are devastated,” said
Ms. Decruz, who lives with her
husband and three sons. “We
can’t live the way we used to.
Not anymore.”

Sri Lanka’s financial woes
have ravaged the country’s
growing middle class, whose
rising incomes and spending
power had helped cement the
island nation’s reputation as an
economic bright spot in South
Asia. Even after the pandemic
devastated its tourism industry,
Sri Lanka’s per capita GDP of
$3,815 was still the highest for
the region, after the Maldives.

Anger over the crumbling
economy spurred many in the
middle class to join in mass
demonstrations, which political
analysts say was a tipping
point in the protest movement
that toppled the previous pres-
ident, Gotabaya Rajapaksa.
They are a key constituency
that Ranil Wickremesinghe, the
president elected last week by
Parliament, will have to placate
as he works to fix an indebted
economy with scarce revenue.

“The intensity of the public
dissatisfaction became more
amplified when the middle
class came out,” said Anush
Wijesinha, a Colombo-based
economist. “You had IT profes-
sionals, workers in the ser-
vices sector and in banks, com-
ing out not just for a one-day
protest but fairly consistently.”

Ms. Decruz and her hus-
band, Goodson Coonghe, say
their families did well from
their dried-fish business, a Sri
Lankan staple. But they struck
out with a new venture, spend-
ing the past decade building
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Lanka’s Middle Class
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Goodson Coonghe, right, and Trichlet Decruz have seen their income plummet this year. ‘We are devastated,” Ms. Decruz said.

up a company that provides re-
pairs and spare parts to ships.
In brisk times, they dispatched
four or five trucks carrying
gauges, valves and other
equipment to the country’s
four major ports every day.
But when depleted foreign
reserves left Sri Lanka unable
to pay for imports of essential
items, Mr. Coonghe said they
had to turn down work be-
cause there simply wasn’t
enough fuel to transport
goods. The costs of spare
parts have also doubled or tri-
pled. A former chief engineer
on cargo ships, Mr. Coonghe,
47, said their profit has
plunged to about 30,000 Sri
Lankan rupees a month, or
about $84, a tenth of their in-
come during normal times.
The declining fortunes of
the middle class will further
deepen the country’s economic
turmoil, said economist Nisha
Arunatilake of the Institute of

Policy Studies of Sri Lanka.
“The middle class is no longer
able to maintain their con-
sumption,” she said. Consumer
spending makes up about a
70% share of Sri Lanka’s GDP.

The family’s travails have
had a cascading effect. They
had 14 full-time workers, but
had to let them go. “We are
really struggling,” Mr.
Coonghe said. “We can’t man-
age. We can’t pay them.”

The biggest disruptions to
her daily routine, said Ms. De-
cruz, involve food shopping
and preparing meals.

Gone are the days of serving
chicken at least four times a
week. Meat is now no longer af-
fordable more than once a week,
and she has stopped regularly
buying milk and eggs. Their
family diet now mostly consists
of rice and fish curry, she said.

Ms. Decruz said that has
been hard for her sons age 6, 17
and 20. Despite her cutbacks,

her family’s monthly food bill
has shot up from 50,000 rupees
a month to a six-digit expense.

Stores have been running
out of imported cooking gas,
which many middle-class fami-
lies like Ms. Decruz’s used to
prepare food. Many Sri Lank-
ans turned to old-fashioned
methods of cooking.

“My mother doesn’t know
how to cook food on firewood,
even my grandmother doesn’t
remember,” she said.

She switched to an induction
cooker, but the 13-hour-a-day
power cuts mean she typically
cooks all three meals at once.

For her older sons, life re-
volves around lines. Instead of
hanging out in cafes, where
the price for a cup of coffee
has more than doubled, Snow-
son Coonghe, 17, said he in-
vites friends to keep him com-
pany in the queues that snake
around gas stations.

His older brother, Thomas

Coonghe, said his typical rou-
tine now consists of going to
work at the foreign-currency
trading company he co-founded,
and then standing in gas lines
all night, with a few hours of
sleep snatched at home or in-
side an auto rickshaw of some-
one else also in line. Before, re-
fueling was a weekly errand.

About half of his 35 em-
ployees can’t get to work reg-
ularly, he said. On work calls,
Thomas said he tries to hide
the fact that he regularly dials
in from a pump.

Despite all the penny-pinch-
ing, Ms. Decruz said they have
had to dip heavily into sav-
ings. They have sold off two of
their vehicles to keep their
business afloat. Ms. Decruz
also pawned some of her jew-
elry. They have only enough
reserves left to last for an-
other three or four months.
After that, “it will depend on
God’s grace,” she said.

WORLD WATCH

IRAQ

Iran-Backed Groups
Stage Counter Rally

Thousands gathered in Bagh-
dad on Monday for a counter-rally
called by Iran-backed groups
against their rival, an influential
cleric whose followers are staging
a sit-in inside the Iraqi Parliament—
only to withdraw hours later.

It wasn't immediately clear if
the pullback by supporters of the
Coordination Framework, an alli-
ance lead by Shiite parties close
to Iran, was a definite de-escala-
tion in their power struggle with
cleric Mogtada al-Sadr’s loyalists.

Mr. al-Sadr’s followers have
been camped out inside the Par-
liament in Baghdad's heavily for-
tified Green Zone since thou-
sands stormed the building on

Saturday, demanding reforms
and denouncing the Iran-backed
alliance. Mr. al-Sadr’s representa-
tives have called on supporters
in Iragi provinces to protest in
their cities and towns in support
of the Parliament sit-in.

Dueling protests between the
two major Shiite factions would
have raised the prospect of esca-
lating tensions and plunged Iraq
deeper into crisis.

The country has struggled
with a political vacuum for 10
months since federal elections
were held in October with no
one winning an outright majority
in Parliament, and tensions re-
main high.

Earlier Monday, Iragi security
forces erected concrete barriers
ahead of the street protests by
the Iran-backed groups.

—Associated Press

UNITED NATIONS

Officials Warn of
Nuclear Threat

The United Nations chief
warned the world that “humanity
is just one misunderstanding, one
miscalculation away from nuclear
annihilation,” citing the war in
Ukraine, nuclear threats in Asia
and the Middle East and many
other factors.

Secretary-General Anténio Gu-
terres gave the dire warning at the
opening of the long-delayed high-
level meeting to review the land-
mark 50-year-old treaty aimed at
preventing the spread of nuclear
weapons and eventually achieving
a nuclear-free world.

The danger of increasing nu-
clear threats and a nuclear catas-
trophe was also raised by the US,

Japan, Germany, the UN. nuclear
chief and many other opening
speakers at the meeting on the
Nuclear Nonproliferation Treaty.

U.S. Secretary of State Ant-
ony Blinken said North Korea
was preparing to conduct its
seventh nuclear test, Iran “has
either been unwilling or unable”
to accept a deal to return to the
2015 nuclear agreement aimed
at reining in its nuclear program,
and Russia is “engaged in reck-
less, dangerous nuclear saber-
rattling” in Ukraine.

He cited Russian President
Vladimir Putin’s warning after its
Feb. 24 invasion that any attempt
to interfere would lead to “conse-
quences you have never seen,”
emphasizing that his country is
“one of the most potent nuclear
powers.”

—Associated Press

MYANMAR

Military Junta
Extends Its Rule

The leader of Myanmar’s mili-
tary-installed government on
Monday announced the extension
of its mandate to rule for another
six months in preparation for an
election it has said will be held
next year.

The army seized power on Feb.
1 last year from the elected gov-
ernment of Aung San Suu Kyi. It
cited alleged fraud in the Novem-
ber 2020 general election, which
Ms. Suu Kyi's National League for
Democracy party won in a land-
slide, while the military-backed
party did poorly. The military ini-
tially declared that new polls would
be held a year after its takeover.

—Associated Press

Bulgaria
Looks Into
Blast at
Munitions
Facility

By GEORGI KANTCHEV
AND JOE PARKINSON

Authorities in Bulgaria are
investigating an explosion at
an ammunition depot owned
by an arms dealer who Bulgar-
ian officials say is a middle-
man for exports of munitions
to Ukraine.

The complex is owned by
Emilian Gebrev, who survived
a near-fatal 2015 poisoning, for
which Bulgarian prosecutors
charged three Russian citizens.

The blast took place early
Sunday at a munitions facility
near the city of Karnobat in
the east of the European
Union country. Nobody was
hurt and it wasn’t immediately
clear what caused the explo-
sion. Bulgarian authorities
didn’t return requests for
comment. Russia’s Foreign
Ministry didn’t respond to a
request for comment. Karno-
bat’s mayor, Georgi Dimitrov,
said authorities couldn’t enter
the premises for 72 hours af-
ter the blasts because of
safety regulations.

The blast is the latest in a
series of mysterious explosions
at weapons and armaments fa-
cilities in Bulgaria and the
Czech Republic over more than
10 years. Authorities in both
countries have linked the ex-
plosions to Russia and have
expelled Russian diplomats
over the cases. Moscow has
denied involvement.

Mr. Gebrev told Bulgarian
state radio that the blasts
weren’t due to human error.
The dealer, whose companies
have long distributed arms
across Europe and who has
previously denied exporting
weapons to Ukraine, said the
depots were housing old muni-
tions that wouldn’t be used on
the Ukrainian battlefield.

The blasts come as Bul-
garia, a former Soviet satellite
state with a sizable arms in-
dustry, has become one of the
major ammunition and weap-
ons exporters to Ukraine, offi-
cials say. Bulgaria is one of the
biggest exporters of Soviet-
type ammunition and weap-
ons, which Ukrainian officials
have requested to counter
Moscow’s forces.

Although Bulgarian authori-
ties have publicly denied export-
ing munitions to Ukraine, offi-
cials and armaments companies
have said Bulgarian arms manu-
facturers are increasingly send-
ing supplies to companies in
Slovakia and Poland, where they
are ferried across the Ukrainian
border. Russia has repeatedly
warned the West not to supply
Ukraine with weapons.

Tihomir Bezlov, a security
expert at the Sofia-based Cen-
ter for the Study of Democracy

Bulgarian authorities
have publicly denied
exporting munitions
to Ukraine.

said the weapons exports
made Bulgaria a natural target
for Russian “wet operations”
or violent sabotage. “Those
exports of Soviet-type muni-
tions have now become critical
for the war,” he said.

Mr. Gebrev has denied re-
ports that he supplies weapons
to Ukraine. He has said he
hasn’t exported weapons to
Ukraine after Moscow annexed
Crimea from Ukraine in 2014
and supported separatists in
the country’s East. Mr. Ge-
brev’s company that owns the
facilities, EMCO, didn’t respond
to requests for comment.

The export of weaponry has
created friction in Bulgaria—
where swaths of the population
retain strong economic and
cultural ties to Moscow—and
contributed to the collapse of
its governing coalition in June.
Shortly before, the government
expelled 70 Russian diplomats,
accusing them of using their
diplomatic role as a cover for
covert activities and spying.

Last year, Bulgarian prosecu-
tors linked six Russian citizens
who spent time in Bulgaria to
four explosions at arms depots
between 2011 and 2020. Some
of the depots housed munitions
by Mr. Gebrev’s EMCO, the
prosecutors said.
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Investors

Fear Quick
End to Rally

Economic and
earnings concerns
weigh on outlook
despite surge

By KAREN LANGLEY

Bearish investors aren’t
buying into hopes that July’s
rapid advance for stocks her-
alded the start of a new bull
market.

If anything, they say the
worst might be yet to come as
inflation remains high, the
Federal Reserve plans more in-
terest-rate increases and
stocks trade at valuations that
still don’t look cheap.

“We don’t think the market
has bottomed,” said David
Spika, president and chief in-
vestment officer at GuideStone
Capital Management. With
earnings expectations yet to
meaningfully decline, he said
that “We clearly have not
priced in a recession.”

That view is at odds with
the market’s sudden appetite
for stocks. After a punishing
first half, the S&P 500 rallied
9.1% in July, its strongest
month since November 2020.
The gains pared the index’s
year-to-date decline to 13%. On
Monday, the S&P 500 began
August by slipping 0.3%.

Although Fed Chairman Je-
rome Powell sounded warning
notes during his press confer-
ence last week, markets chose
to view them as being less
hawkish than many had

feared. That reinforced views
expressed in the bond markets
that while the Fed will con-
tinue to raise interest rates for
some time, it will then have to
quickly pivot and begin lower-
ing them.

Those with a more glass-
half-empty view believe mar-
kets are getting ahead of
themselves with such thinking.

Data last week showed the
economy contracted for a sec-
ond consecutive quarter, in-
tensifying debate over
whether the U.S. is headed
for—or already in—a reces-
sion. While analysts recently
made cuts to their forecasts
for corporate earnings, many
investors say they believe the
projections are still too high.

Investors this week will
parse the next round of earn-
ings reports from companies
including Caterpillar Inc.,
PayPal Holdings Inc., Star-
bucks Corp. and CVS Health
Corp. for clues about the mar-
ket’s trajectory. They also will
scrutinize the latest jobs re-
port to gauge how employ-
ment is holding up as the
economy shows signs of
weakness.

As everyone from portfolio
managers to corporate execu-
tives to central-bank officials
tries to gauge the path for-
ward, conflicting signals have
clouded the outlook.

Economic output has fallen
and the housing market has
cooled.

The bond market is flashing
a classic recession warning

S&P 500, performance this year S&P 500, monthly
oR performance
15% July 2022
Monday — +91%
-13.6%
-5 Last month
-10 Last week . . 1
2020 21 22
Index and share-price
15 TheS&P 500 just performance last week
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2020, clawing back S&PM
2 some of its recent 0
losses. But many
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signal: The two-year U.S. Trea-
sury note is trading at a
higher yield than that of the
10-year benchmark note as in-
vestors bet the Fed will raise

interest rates through year-
end but then switch to cutting
them.

At the same time, employ-
ers have been adding hun-

dreds of thousands of jobs
each month, rounding out a
picture that doesn’t look like
that of any recent U.S. reces-
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Estee
Lauder
In Talks
To Buy
Tom Ford

Estée Lauder Cos. is in
talks to buy luxury fashion
brand Tom Ford, according to
people familiar with the mat-
ter, in what could be a $3 bil-
lion or more deal representing
the cosmetics giant’s largest-
ever acquisition.

By Dana Cimilluca,
Cara Lombardo
and Ben Dummett

New York-based Estée Lau-
der primarily sells skin-care
products, cosmetics and per-
fume. Its brands include MAC,
Clinique, La Mer and Aveda.
With a market value of nearly
$100 billion, it has the where-
withal to do such a deal.

There are no guarantees the
two sides will reach an agree-
ment. Estée Lauder isn’t the
only suitor for Tom Ford, one
of the people said.

Closely held Tom Ford is
best-known for its menswear,
though it also sells womens-
wear and accessories as well
as a fast-growing, high-end
line of cosmetics and fra-
grances. Estée Lauder is espe-
cially interested in the beauty
business, with which it already
has a longstanding licensing
deal, and could potentially
look to license the clothing
lines elsewhere, the people fa-
miliar with the matter said.

Bloomberg News reported
in early July that Tom Ford

PleaseturntopageB2

Chicken Is Menu Star at Eateries

By HEATHER HADDON
AND PATRICK THOMAS

Whatever you come in hop-
ing to eat, restaurants want it
to be chicken.

Big chains are advertising it,
cooking up new flavors and
pushing poultry hard at the
register in these inflationary
times. Restaurant owners say
they can often make more
profit per order on white meat
than beef. And consumers are
still buying up crispy chicken
sandwiches, industry data
show.

Panera Bread, Popeyes
Louisiana Kitchen and other
chains have added new chicken
sandwiches to their menus in
recent months to attract con-
sumers. KFC, Wendy’s Co. and
Burger King have each spent
tens of millions of dollars ad-
vertising their chicken sand-
wiches on national television
this year, according to ad-mea-
surement firm iSpot.tv Inc.
McDonald’s Corp. and other
chain executives have pointed
to poultry items as a means to
boost sales among U.S. con-
sumers.

Panera Chief Executive Niren
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Panera has added new chicken sandwiches to its menu. A Panera test kitchen in Massachusetts.

Chaudhary said introducing the
chain’s first chicken-breast
sandwiches in March helped at-
tract more men looking for a
substantial meal than the com-
pany has traditionally at-
tracted, and the items are now
the chain’s most popular sand-

wiches.

“The chicken-sandwich cate-
gory is very crowded but there
was room, definitely,” Mr.
Chaudhary said.

Big U.S. fast-food chains
charged between roughly $1
and $7 for breaded chicken

sandwiches earlier this year,
according to market-research
firm NPD Group.

Carolina Gomez, a 22-year-
old salon receptionist from San
Antonio, said she eats chicken
sandwiches more than burgers,
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Self-Driving Truck Crash Raises

By KATE O’KEEFFE
AND HEATHER SOMERVILLE

On April 6, an autonomously
driven truck fitted with technol-
ogy by TuSimple Holdings Inc.
suddenly veered left, cut across
the I-10 highway in Tucson,
Ariz., and slammed into a con-
crete barricade.

The accident, which regula-
tors disclosed to the public in
June after TuSimple filed a re-
port on the incident, under-
scores concerns that the auton-
omous-trucking company is
risking safety on public roads in
a rush to deliver driverless
trucks to market, according to
independent analysts and more
than a dozen of the company’s
former employees.

A TuSimple spokesman said
safety is a top priority for the
company and that nobody was

injured in the accident.

TuSimple has long been seen
as a leader among robot-truck
developers. Launched in 2015, it
won the backing of partners in-
cluding United Parcel Service,
freight giant U.S. Xpress Enter-
prises Inc. and Volkswagen AG.
Today, the San Diego-based
company has operations in Ari-
zona, Texas and China.

The Federal Motor Carrier
Safety Administration, an
agency within the Transporta-
tion Department regulating
trucks and buses, has launched
what it described in a May 26
letter to the company as a
“safety compliance investiga-
tion” into TuSimple. The letter
referenced the accident.

The April incident involved a
rig with a TuSimple driver and
engineer aboard, and the com-
pany has repeatedly blamed the

accident on human error. But
details in the June regulatory
disclosure, along with internal
company documents, show
what autonomous-driving-sys-
tem specialists say are funda-
mental problems with the com-
pany’s technology.

An internal TuSimple report
on the mishap, viewed by The
Wall Street Journal, said the
semi-tractor truck abruptly
veered left because a person in
the cab hadn’t properly re-
booted the autonomous- driving
system before engaging it, caus-
ing it to execute an outdated
command. The left-turn com-
mand was 2 1/2 minutes old—
an eternity in autonomous driv-
ing—and should have been
erased from the system but
wasn’t, the internal account
said.

But researchers at Carnegie

Red Flags

Mellon University said it was
the autonomous-driving system
that turned the wheel and that
blaming the entire accident on
human error is misleading.
Common safeguards would have
prevented the crash had they
been in place, said the research-
ers, who have spent decades
studying autonomous-driving
systems.

For example, a safety
driver—a person who sits in the
truck to backstop the artificial
intelligence—should never be
able to engage a self-driving
system that isn’t properly func-
tioning, they said. The truck
also shouldn’t respond to com-
mands that are even a couple
hundredths of a second old,
they said. And the system
should never permit an autono-
mously-driven truck to turn so
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Toronto-Dominion

Nears Deal to Acquire
100-Year-Old Cowen

By CARA LOMBARDO

Toronto-Dominion Bank is
close to a more than $1 billion
deal to buy investment bank
Cowen Inc., according to peo-
ple familiar with the matter.

A deal valuing Cowen at
around $39 a share could be
unveiled as soon as Tuesday,
assuming talks don’t fall apart,
the people said.

New York-based Cowen’s
shares closed Monday at
$35.49, giving it a market
value of over $900 million,
while TD Bank’s is well over
$100 billion.

Buying Cowen would give
TD Bank a deeper presence in
investment banking as well as
the U.S., where it has been
rapidly expanding.

In addition to traditional in-
vestment-banking capabilities,

the over-100-year-old Cowen
provides investment research
and management.

Shares in Cowen have been
elevated since Bloomberg
News reported in early July
that TD Bank was studying a
possible deal for it.

Canada-based TD is an ac-
tive deal maker, having agreed
in February to buy First Hori-
zon Corp. for $13.4 billion.

That deal was Chief Execu-
tive Bharat Masrani’s first ma-
jor acquisition in the U.S. since
he took the role seven years
ago and the largest TD has
ever done. He has since sig-
naled the bank could be open
to more purchases.

Cowen is run by chairman
and CEO Jeffrey Solomon, who
joined Cowen Investment Man-
agement, formerly known as
Ramius.

Cowen would give TD a deeper investment-banking presence.

AIRLINES
A group led by Apollo
Global is in talks to buy
airfreight company
Atlas Air. B3
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China Evergrande said
a unit has been told to

honor a $1.1 billion
guarantee. B10
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Dollar Stores Attract
Anxious Shoppers

By RACHEL WOLFE

More Americans are em-
bracing frugality as they face
rising prices at every turn.

With energy costs up 41.6%
and groceries 12.2% more ex-
pensive than they were last
year, according to June’s Con-
sumer Price Index, many fami-
lies say that skipping vaca-
tions and restaurant meals is
no longer enough. They are
now finding ways to cut costs
on essentials.

One way they are doing so
is by relying more on dollar
and discount stores for gro-
ceries. Average spending on
grocery products at discount
chains increased 71% from Oc-
tober 2021 to June 2022, ac-
cording to analytics firm In-
Market. Over that time period,
spending on the same items in
grocery stores decreased by
5%. Many large consumer
brands—including Walmart
and Unilever—attest that their
prices aren’t going down
soon.

In San Antonio, Lily Penel-
ope is eating mostly canned
chicken, vegetables and pea-
nut butter from the Dollar
General down the street. Mx.
Penelope, who uses gender
neutral pronouns and has a
disability that makes them un-
able to drive, says they can no
longer afford the cost of gro-
ceries plus an Uber to and
from the HEB grocery store 3
miles away. Before January,
$120 covered a round-trip
Uber plus two weeks of fresh
ingredients for meals for them
and their wife, they say. Now,
the same trip costs nearly
twice as much.

Since Mx. Penelope’s dollar
store doesn’t sell fresh pro-
duce, they add spices and salt
to camouflage canned ingredi-
ents. “My health and the qual-
ity of my life has gone down,”
says Mx. Penelope, 26, who re-
lies on their wife’s call-center
income. “I'm in a position
where I’'m having to choose
between making meals I can
afford and putting my health
on the line.”

Roughly 2,300 Dollar Gen-

erals across the country cur-
rently stock fresh produce, out
of more than 18,000 total loca-
tions, according to a Dollar
General spokeswoman. “While
Dollar General isn’t a full-ser-
vice grocer, we consider our-
selves today’s general store by
providing nearby and afford-
able access to daily household
essentials, including the com-
ponents of a nutritious meal,”
she says. The company plans to
expand fresh produce to a total
of more than 10,000 stores in
the next several years.

Phoenix Kamlo, 41, has been
relying on the Family Dollar
for an increasingly large share
of groceries for his family of
five. “Everything in there is
super-duper sweet,” he says,
citing the high sugar content
of goods from tea to canned
fruit. “But it’s nearby, and it’s
cheap.”

Income from his Wichita,
Kan., tailoring and alterations
business has gone down in re-
cent months, he says. He sus-
pects his longtime customers
are more focused, like he is,
on affording enough to eat.

A spokeswoman for Dollar
Tree, which owns Family Dollar,
says the chain aims to comple-
ment, not replace, grocery
stores. She adds that most of
the 16,162 stores offer frozen
fruits and vegetables, along
with sugar-free options, fruit
juices, nuts, beans, whole wheat
products, eggs and milk.

Other households are buy-
ing in bulk or making do with-
out items they never used to
think twice about spending
money on. Sam’s Club mem-
bership income was up 10.5%
year-over-year, according to
parent company Walmart’s
May earnings call.

Lower-income families are
switching brands, saving less
and cutting what they can, ac-
cording to economists.

Watch a Video

. E Scan this code

- 1 for a video on
consumer
confidence and
fighting inflation.

Estée
Lauder
In Talks

Continued frompage Bl
was for sale.

Tom Ford’s beauty business
is considered a ultraprestige
brand, meaning it resonates
with the most discerning con-
sumers. Estée Lauder execu-
tives mentioned on its fiscal
third-quarter earnings call in
May that Tom Ford was
among a handful of brands
with double-digit sales growth
and highlighted especially
strong demand for such luxury
brands in China.

In 2005, Tom Ford con-
sulted for the company on a

fragrance, Youth-Dew Amber
Nude. It signed him to develop
and distribute fragrances and
cosmetics under the Tom Ford
Beauty brand soon after.

Mr. Ford, a Texas native,
founded his eponymous brand
after a long stint as creative
director at Gucci. A young Mr.
Ford was depicted in the 2021
film “House of Gucci,” which
chronicled the history of the
Gucci family and brand.

Estée Lauder has been an
active acquirer over the years,
but its deals have been rela-
tively small. It paid around $1
billion each to buy the rest of
Canadian beauty company
Deciem Inc. in 2021 and the
South Korean skin-care com-
pany Have & Be Co. in 2019. A
few years prior, it paid around
$1.5 billion for Too Faced Cos-
metics LLC.

—Ben Dummett
contributed to this article.

year pulled the plug on ads
that were set to promote
items such as fresh food and
clothing after it concluded
that inflation was first and
foremost on shoppers’ minds.
It quickly crafted new ads—re-
lying on footage from older
campaigns to save time—with
a simple message: Consumers
are getting squeezed, but Wal-
mart is keeping prices low.
William White, Walmart’s
chief marketing officer, said
the retailer’s latest commer-
cials aims to celebrate con-
sumers’ ingenuity and tenacity
in leaner times, rather than
remind them about the state
of the economy. “We knew

dubbed “Deflation” in which
Mr. Reynolds said the com-
pany would cut its prices for a
few months—while taking a
jab at other carriers.

“When they announced
they’d be raising prices due to
inflation, we decided to de-
flate our prices due to not hat-
ing you,” Mr. Reynolds said in
the spot.

Others are framing their
campaigns around high gaso-
line prices.

Bojangles, a U.S. restaurant
chain that specializes in Ca-
jun-seasoned fried chicken,
ran a promotion in April that
gave customers a $10 gas card
with the purchase of a 12-

chief of Bojangles, which is
owned by Durational Capital
Management LP and New
York private-equity firm Jor-
dan Co.

U.S. inflation reached its
highest rate in more than four
decades in June, fueled by
surging prices for energy,
housing and food.

Americans see inflation as
the biggest issue facing the
country, exceeding other con-
cerns such as healthcare af-
fordability and violent crime,
according to a recent Pew Re-
search survey, which polled
about 5,000 U.S. adults in
April and May 2022.

As talk of rising inflation

The word “inflation” ap-
pears six times in Outdoorsy’s
30-second online video ad that
shows people enjoying the
great outdoors.

Tally Technologies Inc., a
financial-technology company
whose app helps people con-
solidate all of their monthly
credit-card bills into one pay-
ment, is running a TV com-
mercial showing people medi-
tating while stressing about
their debt.

“Inflation, it’s killing me,”
says one of the men, while a
woman chimes in: “I know, 'm
totally freaking out.” A voice-
over plugs Tally’s app and loans
that help people get out of debt.

Chicken
Remains

Big Seller

Continued frompage Bl

pizza or other types of fast
food because she likes the vari-
ety of flavors and quality of op-
tions. Ms. Gomez says she buys
one from McDonald’s when she
is trying to save money and
opts for sandwiches from inde-
pendent restaurants when she
is looking for something differ-
ent. She fell for Popeyes after
its spicy sandwich debut in
2019. “Chicken sandwiches can
cater to almost everyone,” she
said.

U.S. consumers spent $2.4
billion on breaded chicken
sandwiches in the June quarter,
according to NPD. The research
firm said fast-food chains
dished up 678 million chicken-
sandwich servings during the
period, up 3% from the previ-
ous three months.

Industry-research firm Tech-
nomic Inc. said 138 restaurant
companies and convenience
stores introduced chicken-sand-
wich specials in the first half,
while 111 chains rolled out spe-
cialty-burger promotions.

Privately held Chick-fil-A
Inc. remains the dominant com-
petitor in the chicken-sandwich
category. The company’s 2,704
U.S. locations averaged $6.29
million in sales last year, Tech-
nomic said, more than any fast-
food chain and more than many
other sit-down chains.

Some chicken suppliers are
benefiting from the meat’s pop-
ularity, reporting rising profit
margins for the first half of this
year. Despite boneless, skinless
breast-meat prices nearly tri-
pling since the start of 2021,
demand from restaurants has
stayed hot in recent months.
Pilgrim’s Pride Corp., the sec-
ond-largest poultry company by
volume, said last week that the
appetite for chicken helped it
post a $643 million profit for
the first six months of this
year, compared with a $66 mil-
lion loss the same period a year
earlier.

Investors and Wall Street
analysts are bullish on contin-
ued demand for chicken. Shares
of Pilgrim’s Pride are up more
than 40% over the past 12
months.

Labor shortages in meat
plants and continued problems
hatching chicks among top
poultry companies have con-
strained chicken supplies, push-

National spending on TV ads that feature chicken

sandwiches in 2022*

KFC

Burger King

Wendy'’s

Popeyes

Chik-fil-A

McDonald’s

“Estimated

ing prices higher, according to
executives and analysts.

“The chicken-sandwich wars
continue to drive demand,” said
Diana Souder, a spokeswoman
for poultry processor Perdue
Farms Inc. During periods of
high inflation, consumers often
trade down to chicken from
pricier meat options, including
beef, she added.

After recovering from the
economic shock of the Covid-19
pandemic, restaurants have
been bringing more requests to
processors to help develop
chicken-sandwich ideas, said
David Bray, head of poultry at
Tyson Foods Inc., the largest
U.S. chicken supplier.

For example, poultry proces-
sors might develop a spicier
sandwich or tweak the appear-
ance so customers can see the
flakes of pepper in the breading
to stand out, some industry of-
ficials say.

Some chains are discovering
that merely offering a chicken-
sandwich option doesn’t guar-
antee success.

Starbucks Corp. stopped
selling a new breakfast chicken
sandwich over quality concerns
roughly a week after the item
made its national debut. Some
baristas said the middle of the
sandwich was cold even after
the fully cooked product was
heated up, resulting in com-
plaints. The company told em-
ployees in a notice in July to
throw out existing sandwiches
and warned that restaurants
would have temporary short-
ages of new ones. The company
voluntarily decided to yank the
sandwiches and the quality
concerns wouldn’t have led to
foodborne illness, Starbucks
said.

Burger King executives
hoped a hand-breaded chicken
sandwich introduced last year
would help attract higher-in-
come customers, but some
franchisees said the new offer-

Share of total
ad spend

e
. 31%
' 20%

' 35%

- 21%

'6%

Average sales per restaurant”

Chick-fil-A
$6 million

Popeyes KFC

2019 '20 21

Sources: iSpot.tv Inc. (ad spending); Technomic (average sales)

ing, called the Ch’King, hadn’t
generated much more sales
than the chain’s existing
chicken sandwich—and was la-
borious to make. The company

has since put its entire chicken
menu under review, said José
Cil, chief executive of Burger
King parent Restaurant
Brands International Inc.
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PepsiCo
To Take
Stake in
Celsius

By CONNOR HART

PepsiCo Inc. is investing
$550 million for a stake in the
company behind the Celsius
energy drink that has gener-
ated buzz on social media, ex-
panding the soda and snacks
company’s bet on the energy
drinks market.

PepsiCo made the invest-
ment as part of a deal with
Celsius Holdings Inc. that will
give the maker of Mountain
Dew and Gatorade a long-term
deal to distribute Celsius prod-
ucts. In 2020, PepsiCo paid
$3.85 billion to buy Rockstar
Energy, another energy drink.

Celsius is a sugar-free, caf-
feinated sparkling beverage
that markets itself as a
healthy alternative to other
energy drinks and diet sodas.
The company claims its prod-
ucts help burn body fat, and it
uses influencers, celebrities
and fitness instructors such as
Olympic snowboarder Shaun
White and model Sara Sam-
paio to promote the drinks on
TikTok and Instagram.

The company is publicly
traded and had revenue of
$314.3 million in 2021, up
from $130.7 million in the pre-
vious year, and ended last
week with a market capitaliza-
tion of $6.7 billion.

Shares of Celsius jumped
11% on Monday after the an-
nouncement to close at
$98.87. The shares are up al-
most 33% year to date.

PepsiCo is investing in
shares that were valued at $75
in the transaction, which is
below where Celsius shares
have been trading recently.
PepsiCo is acquiring convert-
ible preferred stock that gives
it the rights to 7.33 million
shares or the equivalent of an
8.5% ownership stake. The
preferred shares will pay a 5%
annual dividend.

Apollo-Led Group Nears Atlas Deal

By CARA LOMBARDO
AnD LAURA COOPER

A group led by Apollo
Global Management Inc. is in
advanced talks to buy air-
freight company Atlas Air
Worldwide Holdings Inc.,
people familiar with the mat-
ter said.

A deal could come soon, as-
suming talks don’t fall apart, the
people said. Details of the nego-
tiations couldn’t be learned.

Purchase, N.Y.-based Atlas
Air, with a market value of
roughly $2 Dbillion, serves
freight, commercial, charter
and military customers. In
2016, it announced an agree-
ment to provide air-transport
services to Amazon.com Inc. in
a deal that also gave the e-com-
merce giant warrants to pur-
chase shares in the company.

Atlas Air shares rose 12% on
Monday after The Wall Street

Purchase, N.Y.-based Atlas Air serves freight, commercial, charter and military customers.

Journal reported on the talks.

The deal would come amid
an overall slowdown in merg-
ers and acquisitions, including

for private-equity firms. Higher
interest rates have made fi-
nancing deals more expensive
and buyout loans harder to

lﬂ'—:_.l" oy .__ e

come by. But that hasn’t
choked off activity entirely, as
seen for example by an agree-
ment signed last week for Jet-

/

MAY JAMES/

Blue Airways Corp. to buy pas-
senger airline Spirit Airlines
Inc. in a $3.8 billion deal.

New York-based Apollo is
one of the world’s largest pri-
vate-equity  firms, with
roughly $500 billion in assets
under management. It is
known for seeking bargains in
sectors including media and
for its big lending arm.

The firm has a history of
investing in and around air-
craft. Its private-equity arm

% bought Sun Country Airlines
= in 2018 and the firm has since

invested in air-cargo handler
Swissport International AG as
well as Mexico’s flagship air-
line Grupo Aeromexico S.A.B.

Atlas Air was founded in
1992 and operates the world’s
largest fleet of Boeing 747
freighter aircraft, according to
its website. It is set to report
second-quarter results on Fri-
day.

‘Dudes’ to Feed Amazon’s

By LiLLIAN Rizzo

Amazon.com Inc. is looking
to draw in new audiences to
its “Thursday Night Football”
coverage by having a group of
guys known for their comedy
routines and trick shots call
some of its games.

This coming season will
mark the first time Amazon’s
Prime Video streaming service
has exclusive rights to the Na-
tional Football League’s Thurs-
day matchups. The company
hired acclaimed announcer Al
Michaels to host its main
broadcast, but is also planning
to offer different, simultane-
ous feeds in an effort to reach
Prime Video viewers who
might not be typical NFL fans.

One of these alternate
streaming feeds will be hosted
by Dude Perfect, a sports-com-
edy team known for perform-
ing trick shots and challenges—
like pitching a ball through the
open window of a moving car
or having professional-athlete
guests such as former quarter-

back Drew Brees perform simi-
lar types of stunts.

“It was essential we differ-
entiated ourselves,” said Marie
Donoghue, Amazon’s vice
president of global sports
video, of the company’s multi-
ple-feed strategy.

Amazon’s move comes as a
number of broadcasters have
experimented with alternate
feeds offering a less-serious
approach to football coverage.
Walt Disney Co.s ESPN had
success with its alternate
“Monday Night Football” tele-
cast last season on ESPN2, co-
hosted by brothers and former
NFL quarterbacks Peyton and
Eli Manning.

Paramount Global’s Nickel-
odeon has aired alternate tele-
casts of CBS Sports’ NFL cov-
erage, featuring digitally
imposed green slime monsters
on the field, with announcers
like CBS’s Nate Burleson and
Nickelodeon actors explaining
the rules of the game.

Amazon said the Dude Per-
fect alternate stream will ap-

pear multiple times through-
out the coming season. It will
be broadcast from their head-
quarters and studio in Frisco,
Texas, said Tyler Toney, one of
the members of Dude Perfect.
The group plans to have one
of the team’s five members
work the sidelines of each
game, Mr. Toney said.

During their broadcast, the
members of the Dude Perfect
team will sit around a desk
calling the game plays, Mr.
Toney said. But rather than sit-
ting still throughout the game,
the team will also be moving
throughout their headquarters
to do what they do best—chal-
lenges and stunts, he said.

“This will be an opportunity
for families to watch to-
gether,” Ms. Donoghue said.
“Dude Perfect is young, fun
and interactive.” Dude Per-
fect’s YouTube channel has 58
million subscribers, second
only to World Wrestling En-
tertainment among YouTube
sports channels.

One of the team’s early ideas

NFL Coverage

for the broadcast is “Dunk
Tank Drive,” in which there will
be two dunk tanks, one Dude
sitting in each. They will go
back and forth predicting the
next play. “Whoever gets it cor-
rect gets to throw a ball at the
opposing guy’s target to try
and dunk him,” Mr. Toney said.

Although Prime Video has

58

Millions of subscribers to Dude
Perfect’s YouTube channel

streamed “Thursday Night
Football” since 2019, it was a
simulcast of coverage from
Fox Corp.s Fox and the NFL
Network. This coming season
will be the first time the
games are available exclu-
sively on Prime Video.

The NFL has looked to ex-
pand its reach beyond cable

and broadcast networks. The
“Thursday Night Football” deal
with Amazon’s Prime Video—
which is used by 80 million U.S.
households, the company said—
was the NFL’s biggest step in
that direction. The league is
also in talks with Amazon and
Apple Inc. about acquiring the
rights for its Sunday Ticket
package when the current deal
with satellite broadcaster Di-
recTV expires after the 2022-23
season, The Wall Street Journal
previously reported.

Amazon’s coming “Thurs-
day Night Football” schedule
begins on Sept. 15, and the
company has yet to announce
which games Dude Perfect will
host in an alternate stream.
Amazon plans to make further
announcements for more al-
ternate feeds. There will also
be a Spanish-language alter-
nate stream, and all feeds will
be available on the social-me-
dia platform Twitch on top of
Prime Video.

Twitch is also owned by
Amazon.

EV Startup VinFast Hits U.S.
With Novel Pricing Strategy

By SEAN McLAIN

Vietnam’s Vingroup JSC be-
came a corporate juggernaut in
its home country, operating ev-
erything from luxury resorts to
hospitals, shopping malls and
supermarkets. Now, it wants to
break into the U.S. car market
with a little-known electric-ve-
hicle startup, called VinFast,
that has a novel way of pricing
its models.

The young Vietnamese car
manufacturer opened its first
U.S. showrooms in July in Cali-
fornia and is moving aggres-
sively to expand its operations
in the states, including a plan to
spend $2 billion to build a new
EV factory in North Carolina.

To fund its growth, VinFast
filed paperwork with U.S. regu-
lators for an initial public offer-
ing to be held later this year or
next, making it the latest com-
pany to test investors’ appetite
for seemingly out-of-nowhere
startups focused on the increas-
ingly competitive EV market.

“We are well on the way to
entering this market,” Craig
Westbrook, VinFast’s chief cus-
tomer officer, said of the retail
store openings in California.

VinFast is starting with six
outlets in California and plans
to open another two dozen loca-
tions in the state this year, be-
fore expanding to other U.S.
markets. The sites don’t sell ve-
hicles, but rather act as galler-
ies, where shoppers can browse
options and work with staff to
place reservations online.

The EV company, established
in 2017 in Vietnam, plans to sell
two all-electric sport-utility ve-
hicles in the U.S. to start: a mid-
size SUV, called the VF 8, that
starts at $40,700, and a larger
VF 9, starting at $55,500. U.S.
buyers can place orders now
with deliveries expected to start
at the end of 2022.

Unlike other rivals in the
U.S., VinFast has a unique busi-
ness model in which buyers pay
one price for the vehicle, but
then lease the battery for a
monthly fee. The company of-
fers two battery-subscription
plans, costing anywhere from
$35 to $160 a month, depending
on how much the owner wants
to drive, the model purchased

FREDERIC J. BROWN/AGENCE FRANCE-PRESSE/GETTY IMAGES

A VinFast at the company’s Santa Monica, Calif,, showroom.

and the type of battery. The fee
includes maintenance of the
battery and replacement when
charging capacity drops below
70% of its original capacity.

VinFast said the battery leas-
ing model brings the upfront
price of its vehicles down
$15,000 to $20,000, roughly on
par with what many gasoline-
powered models sell for today.
The company said it eliminates
risks for the consumer because
the service covers all repairs,
maintenance and replacement
costs, including swapping out
the battery for a newer one.

Like electric-vehicle makers
Tesla Inc., Rivian Automotive
Inc. and Lucid Group Inc., Vin-
Fast wants to sell its vehicles di-
rectly to consumers.

VinFast enters a contested
race by a host of new electric-
vehicle entrants, including Riv-
ian, Fisker Inc. and Polestar Au-
tomotive Holding UK PLC,
companies that are selling or
plan to sell similar electric mod-
els. It will have to contend with
more established rivals such as
Tesla and Ford Motor Co. that
have better brand recognition
and are investing billions of dol-
lars to expand their EV lineups.

Buyers so far have shown de-
mand is high for battery-pow-
ered vehicles with EV orders
outstripping supplies and wait
lists stretching out months, and
sometimes years, auto industry
executives say.

Still, convincing U.S. car
shoppers to take a chance on an
unknown brand from a country
not widely recognized as an
auto-manufacturing hub will be

a challenge, analysts say. Even
in Vietnam, VinFast remains a
relatively small player with the
startup selling only 36,000 vehi-
cles last year, or about 13% of all
vehicles sold in the country.

“We have never had a Viet-
namese company sell cars in the
U.S. and don’t know how that
will be received by Americans,”
said Michelle Krebs, an analyst
with Cox Automotive.

Some of the aspects of Vin-
Fast’s strategy, including battery
leasing, are untested with U.S.
car shoppers and it is unclear if
those consumers will embrace
it, she said. And Chinese car
makers have sought to set up a
retail network in the U.S. for
years, but failed despite experi-
ence making cars in their home
country, Ms. Krebs added. Mr.
Westbrook said VinFast thinks
its affordability play will reso-
nate with U.S. buyers, and the
battery-leasing program is key
to lowering ownership costs.

Vingroup, the diversified
conglomerate behind VinFast, is
a recognized name in Vietnam
with revenue of $5.58 billion
last year and major real estate
holdings and investments in
technology services. It traces its
origins to an instant-noodle
business that the current chair-
man, 54-year-old Pham Nhat
Vuong, established in Ukraine in
1993, which he later sold.

Mr. Vuong used the proceeds
from that sale to help establish
Vingroup, which grew to be-
come the country’s largest pri-
vate enterprise, accounting for
1.5% of Vietnam’s nominal gross
domestic product in 2021.
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The company’s user numbers suffered in part because Google changed its algorithm and people broke with pandemic-era online habits.

Pinterest to Watch Spending
As Advertising Market Softens

By SARAH E. NEEDLEMAN

Pinterest Inc.’s new Chief
Executive Bill Ready said he
was going to emphasize profit-
ability as he puts his imprint
on the company at a time
when the weakened digital-ad-
vertising market has dented
sales growth for the social-
media platform and its peers.

“I do not subscribe to a
growth-at-all-costs mentality,”
Mr. Ready said on a call with
analysts, adding he would
scrutinize spending to boost
profitability next year. “While
I believe we need to invest in
long-term growth, I also be-
lieve that constraints breed
creativity and can lead to even
better product outcomes.”

Mr. Ready on Monday got a
shot in the arm from activist
investor Elliott Management
Corp., which said it was now
the company’s largest share-
holder. The firm has taken a
stake of more than 9% in Pin-
terest, The Wall Street Journal
reported last month. Elliott is
known as one of Wall Street’s
toughest activist investors,
with a history of taking on
tech companies and others
and forcing changes such as
sales or executive shake-ups.

Elliott called Mr. Ready
“the right leader to oversee
Pinterest’s next phase of
growth.”

Pinterest global monthly
active users
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Mr. Ready said he viewed
Elliott’s investment as “a vote
of confidence.”

Shares in Pinterest rose
more than 20% in after-hours
trading following a period in
which investors had grown
downbeat on social-media
companies.

The San Francisco company
said revenue rose 9% to $666
million for the quarter that
ended in June, in line with
what analysts polled by FactSet
were expecting. Though Pinter-
est has been working in recent
years to move into e-commerce,
all its revenue still comes from
digital advertising.

Pinterest joins the expand-
ing ranks of tech companies
that are trying to keep a tighter
control on some spending and
has moved to slow the pace of
hiring significantly, finance
chief Todd Morgenfeld said in
an interview. Microsoft Corp.,
Facebook parent Meta Plat-
forms Inc. and Twitter Inc. are
among those to take similar ac-
tion in recent weeks.

The company on Monday is-
sued a muted sales outlook,
projecting mid-single-digit rev-
enue growth for the current
quarter, in part, Mr. Morgenfeld
said, as it anticipates a slow-
down in coming weeks. Wall

Street has been projecting
growth above 10%. The sales
forecast, the company said,
partly reflects a more difficult
exchange-rate  environment
from the strong dollar.

Last week, Google parent
Alphabet Inc. reported the
slowest quarterly sales growth
in two years. The following
day, Meta posted its first de-
cline in revenue. Both blamed
upheaval in the digital-adver-
tising market as a factor.

Pinterest operates a free
platform for sharing images
that inspire projects such as
planning weddings, complet-
ing home renovations and cre-
ating recipes. The company
has been struggling to recap-
ture the rapid growth it expe-
rienced during the pandemic
now that people are spending
more time offline.

Pinterest reported a net
loss of $43 million, or 7 cents
a share, compared with year-
ago earnings of $69 million, or
10 cents a share.

Pinterest said it had 433 mil-
lion monthly active users in the
second quarter, about the same
as in the first quarter and down
5% from a year earlier. The
company said its user numbers
suffered in part because Google
late last year changed its
search algorithm and as people
break with some of their pan-
demic-era online habits.

Activision Records
Earnings Drop as

(ramers Pull Back

By DENNY JACOB

Activision Blizzard Inc.s
sales and earnings fell in the
second quarter, the latest indi-
cator that pandemic-fueled
growth is slowing as consum-
ers are limiting their spending
in response to record inflation.

The videogame company,
which in January agreed to be
acquired by Microsoft Corp.
for $75 billion, recorded $1.64
billion in sales, a roughly 28%
decrease from $2.3 billion in
sales in 2021.

The Santa Monica, Calif.-
based company posted $280
million in net income for the
three months ended June 30,
down from $876 million in the
same period a year earlier. An-
alysts polled by FactSet ex-
pected $410.6 million.

Stripped of certain items
such as expenses related to
share-based compensation, ad-
justed earnings were 48 cents
a share, down from $1.20 a
share in the year-ago period,
matching analysts’ expecta-
tions.

A deal between Microsoft
and Activision would con-
tinue the software company’s
ascent as a powerhouse in
the business-computing sec-
tor and a rising giant in vid-
eogames under Microsoft

Chief Executive Satya Na-
della’s leadership.

Microsoft rushed into a
deal after The Wall Street
Journal reported that Activi-
sion CEO Bobby Kotick knew
about allegations of em-
ployee misconduct at the
company but didn’t brief the
board.

Activision has said the
Journal’s reporting created a
misleading picture of the com-
pany. Mr. Kotick has said he is
transparent with his board,
which issued a statement sup-
porting him.

Mr. Kotick, who is expected
to leave after the acquisition
is complete, could walk away
with as much as $520 million.
The deal is expected to close
in mid-2023.

Another major development
at Activision has taken place
in recent months: In May, a
small number of workers at
one of Activision’s studios
voted in favor of unionizing
with the Communications
Workers of America, a first for
a major U.S. videogame pub-
lisher.

A sense of how the broader
videogame market is faring is
expected to become clearer on
Tuesday with results from the
latest quarter from competitor
Electronic Arts Inc.

Payment Processors

Reach $4 Billion Deal

By WiLL FEUER

Global Payments Inc. said it
has agreed to buy payments
company EVO Payments Inc.,
in a deal that the companies
said gives EVO an enterprise
value of $4 billion.

Global Payments would pay
$34 a share for EVO in an all-
cash deal. Shares of EVO soared
23% to close at $33.71 a share.
Global Payments rose 4.6%.

EVO provides payment
technology and services and
operates in more than 50 mar-
kets and 150 currencies, ac-
cording to its website. The
much larger Global Payments
primarily provides technology
and point-of-sale services to
merchants and has a market

value of around $34 billion.

Both companies are based
in Atlanta.

Global Payments is active on
the deal front. In 2019 it struck
a roughly $22 billion deal for
Total Systems Services Inc.,
known as TSYS. Late the fol-
lowing year it held unsuccessful
talks to merge with Fidelity Na-
tional Information Services Inc.
in a deal that could have been
valued at around $70 billion.

EVO has a rapidly growing
international business, which
now makes up 62% of the
company’s total revenue.
Global Payments Chief Execu-
tive Jeff Sloan said the deal
would expand Global Pay-
ments’ presence in faster-
growth geographies.

Crash
Raises

Red Flags

Continued frompage Bl
sharply while traveling at 65
miles an hour.

“This information shows that
the testing they are doing on
public roads is highly unsafe,”
said Phil Koopman, an associate
professor at Carnegie Mellon
who has contributed to interna-
tional safety standards for au-
tonomous vehicles, referring to
the company’s disclosures.

Federal Investigation

TuSimple said that after the
accident, it modified its autono-
mous-driving system so that a
human can’t engage it unless
the computer system is fully
functional. A former TuSimple
engineer said the move was
long overdue. The TuSimple
spokesman, in response, said
the April accident was the only
one in which a company truck
was responsible for an accident.

The National Highway Traf-
fic Safety Administration is
joining the DOT agency investi-
gation into TuSimple. A copy of
the FMICSA letter, along with a
video of the accident, was
posted to a YouTube trucking
channel called The Asian Mai
Show.

TuSimple, in a Tuesday night
post on its website, acknowl-
edged the investigation. “We
take our responsibility to find
and resolve all safety issues
very seriously,” the TuSimple
post said, and it confirmed that
federal officials had visited the
company’s Tucson facility.

After years of delays in self-
driving vehicle development,
many investors are betting
trucking will beat passenger
cars to fully autonomous driv-
ing, largely because the high-
ways on which trucks typically
drive are easier than city roads

to navigate. Companies have
pitched autonomous trucks as
alleviating a shortage of drivers
while boosting profits in the in-
dustry. Roughly a half dozen
U.S. companies are focused ex-
clusively on building self-driv-
ing long-haul trucking technol-
ogy.

A crash is also significant
given the size of trucks relative
to other vehicles on highways.
NHTSA reported in June that
trucks accounted for only three
of the 145 reported accidents
among vehicles with autono-
mous-driving systems that have
occurred on publicly accessible
roads since July 2021. One of
those three trucking accidents
was the April TuSimple inci-
dent. So far, TuSimple’s rivals,
including Aurora Innovation
Inc. and Embark Technology
Inc., have refrained from testing
unmanned trucks on public
highways because the technol-
ogy hasn’t developed enough to
satisfy their own safety stan-
dards, according to public state-
ments by the companies and in-
vestor filings.

Don Burnette, chief executive
of autonomous-trucking startup
Kodiak Robotics Inc., said his
firm is leaving safety drivers in
the cab until he can confirm
that his trucks operate more
safely than an attentive human
driver.

TuSimple’s April accident in-
volved a truck with an engineer
and safety driver. But TuSimple
is also testing trucks without
drivers on public roads and an-
nounced in December 2021 that
it had completed one such trip
of 80 miles in Arizona. That
distance far exceeds those of
the handful of other companies
that have attempted driverless
runs, and TuSimple said it has
since logged hundreds of miles
more without any human in the
cab.

TuSimple’s founder, Xiaodi
Hou, a graduate of the Califor-
nia Institute of Technology who
holds a Ph.D. in computation
and neural systems, said the
December event showed the
company had cleared the final
technological hurdle ahead of

commercializing autonomous
trucks. “We have actually no
unconquered technical chal-
lenges on the table,” Mr. Hou
said in a March interview on
CNBC.

Safety Complaints

TuSimple had set a goal of
500 practice runs before
launching “Ghost Rider,” the in-
ternal name for the December
driverless run, according to
people familiar with the matter.
But it had conducted less than
half of those when it launched
the fully automated drive,
which it did without informing
its security teams. They learned
of the event only after it oc-
curred, one of the people said.
A TuSimple spokesman said the
company proceeded with the
driverless test “after addressing
any and all legitimate con-
cerns.”

TuSimple’s accident follows
years of management rebuffing
what some former employees
say were significant safety and
security complaints. In late
2021, a group of employees
raised some of these issues
with the legal department, ac-
cording to people familiar with

TuSimple had set a goal of 500 practice runs before launching ‘Ghost Rider.’

the matter. A presentation in-
cluded the company’s alleged
failure to check software regu-
larly for vulnerabilities and use
of unencrypted communications
to manage trucks, which could
provide an opening for hackers
to intercept data going between
engineers and the vehicles’ sys-
tems, the people said.

Safety drivers, meanwhile,
have flagged concerns about
failures in a mechanism that

The April accident
involved a truck
with an engineer
and safety driver.

didn’t always enable them to
shut off the self-driving system
by turning the steering wheel, a
standard safety feature, other
people familiar with the matter
said. Company management
dismissed the safety drivers’
concerns, the people said.

A TuSimple spokesman said
the company “actively solicits
and reviews flags, concerns and
risks our employees identify so

they can be addressed.”

TuSimple was the first au-
tonomous-trucking startup to
tap the public markets, listing
shares on the Nasdaq Compos-
ite Index in April 2021 with a
valuation of $8.5 billion. Other
rivals soon followed suit. Some
analysts worry that pressures
to deliver results to investors,
expecting near-term returns,
might come at the expense of
public safety. “The industry is
enormously incentivized to go
as fast as they can,” said Mr.
Koopman.

Personnel Changes

No self-driving trucking
company has commercially
ready trucks. In May, TuSimple
said it pushed back by a year its
anticipated delivery date to
2025. TuSimple missed its 2020
and 2021 revenue targets by a
wide margin, according to in-
vestor presentations. TuSim-
ple’s stock price is down more
than 86% from its peak, due in
part to investors souring in re-
cent months on companies that
won’t have significant revenue
for years.

Meanwhile, dozens of em-
ployees in key roles have de-

CASSIDY ARAIZA FOR THE WALL STREET JOURNAL

parted and Mr. Hou has moved
to consolidate control over the
company he started, according
to former employees. The
moves reflect his efforts to
avoid executives pushing back
on his rush to get products to
market, these people say. On
March 3, the company an-
nounced the departure of its
chief executive and said Mr.
Hou would take on that role.

Mr. Hou, the company’s larg-
est stakeholder, also became
chairman of the board. On June
21, TuSimple announced the de-
parture of Chief Financial Offi-
cer Patrick Dillon, who held that
position for about a year and a
half. No successor has been an-
nounced.

A TuSimple spokesman said
that while there have been
some personnel changes as Mr.
Hou assumes his position as
CEO, “TuSimple is building a
team of leaders with the right
experience to take us to the
next level.”

Ignored Concerns

People familiar with the mat-
ter say those who raised safety
concerns were ignored, or even
fired in some instances, which
the company spokesman de-
nied. John Lindland, once the
company’s top safety official,
said in a lawsuit filed in federal
court in California in March
2021 that he was wrongfully
fired after he refused to sign off
on safety standards that he said
the company had yet to meet.

“Essentially, Mr. Hou would
come up with an idea, instruct
his teams to execute the idea,
and then would test the idea on
public roads, bypassing all
safety standards and regula-
tions,” Mr. Lindland said in a
filing in the case, which is
pending.

The TuSimple spokesman
denied the allegations in the
suit and said at a company of
TuSimple’s size—about 1,400
full-time employees—there
were bound to be “a few former
employees who have made
complaints after being termi-
nated.”
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The lubricants business is to be sold in a $2.65 billion deal.

Aramco Agrees to Buy
Valvoline Products Line

By WILL FEUER

Valvoline Inc. said it had
agreed to sell its global-prod-
ucts business for $2.65 billion
in cash to Saudi Aramco, a
move that comes nearly a
year after Valvoline said it
planned to separate the seg-
ment from its retail-services
business.

Once the deal closes, Valvo-
line said it would own its
name brand for all retail ser-
vices globally, excluding China
and certain countries in the
Middle East and North Africa,
while Aramco would own the
Valvoline brand for all prod-
uct uses globally.

Valvoline said it would pro-

cure motor oil and other
products from its divested
global-products business
through a long-term supply
agreement.

Valvoline’s retail-services
segment operates quick-lube
service chains, while its
global-products segment sells
lubricants and other automo-
tive and engine-maintenance
products to automotive retail-
ers, installers and original
equipment manufacturers.

The company’s shares fell
2.7% on Monday to $31.35.

In May, The Wall Street
Journal reported that Aramco
had approached Valvoline
about a potential takeover of
its lubricants business.

Ben & Jerry’s Seeks Hearing

By SAABIRA CHAUDHURI

Ben & Jerry’s is seeking a
fresh court hearing to block
Unilever PLC’s sale of the ice-
cream maker’s Israeli unit af-
ter mediation talks between
the brand and its parent com-
pany failed.

The brand on Monday filed a
letter with the U.S. District
Court in Manhattan asking the
court to hear its request for a
preliminary injunction. The
move came after several days
of negotiations with Unilever
that ended last week, said a
person familiar with the matter.

Ben & Jerry’s sued Unilever
last month seeking to block
the sale of its Israeli business
to a licensee, saying the deci-
sion to sell was made without
the approval of the brand’s in-
dependent board of directors.

The brand and Unilever
then agreed to adjourn a hear-
ing on the injunction in favor
of a two-week mediation pro-
cess that ended on Thursday.

Tensions between Unilever
and Ben & Jerry’s have been
high since the brand said last
year it would end sales in Jew-
ish settlements in the West
Bank and East Jerusalem.
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PUBLIC NOTICES

PLEASE TAKE NOTICE that the Court-appointed Receiver for the estate of Direct Lending Investments, LLC, Direct
Lending Income Fund, L.P., ("DLIF"), Direct Lending Income Feeder Fund, Ltd., ("DLIFF"), DLI Capital, Inc., DLI Lending
Agent, LLC, DLI Assets Bravo LLC (in Receivership) (collectively “DLI Receivership Entities”), the Joint Official
Liquidators of Direct Lending Income Feeder Fund, Ltd. (in official liquidation) (together with DLI Receivership Entities
“DLI Entities”), and the Party Investors of the DLI Entities (collectively “Claimants”) have reached an agreement
to settle all claims asserted or that could have been asserted against Deloitte & Touche, LLP, Deloitte Tax LLP, and
Deloitte & Touche LLP (Cayman Islands) (collectively, the “Deloitte Entities”) by Claimants or any DLIF Investor that
does not exclude itself from the Settlement (“Participating DLIF Investors”), that are based upon, related to, or in
connection with the professional services provided by the Deloitte Entities to the DLI Entities, among other Released
Claims (the “Amended Settlement Agreement”). All capitalized terms not defined in this notice are defined in the
Amended Settlement Agreement.

Pursuant to the Amended Settlement Agreement, the Deloitte Entities will pay the amount of $31,000,000
("Settlement Amount”) to be deposited into escrow account(s) for DLIF Investors; for DLIFF; and for the payment
of Court approved attorneys’ fees. Counsel for Party Investors seek to be paid attorney’s fees of up to $4.65 million
that will be deducted from the Settlement Amount (“Net Settlement Amount”). As part of the Amended Settlement
Agreement, the Receiver has requested entry of a final order approving the Settlement from the United States District
Court, Central District of California, Securities and Exchange Commission v. Direct Lending Investments, LLC, Case No.
19-cv-02188-DSF-MRW (“SEC Action”).

Investors have the right to exclude th Ives from the Amended Settlement Ag pursuant to the procedures
described in the notice to be sent to Investors ("Opt-out Notices”). The deadline to opt out is September 6, 2022. If the
Court in the SEC Action approves the Settlement, Claimants and Participating DLIF Investors will be eligible to receive
their portion of the Net Settlement Amount as determined by the distribution method approved by the Court in the
SEC Action. A separate portion of the Net Settlement Amount will be distributed by the JOLs of DLIFF in accordance
with Cayman Islands law. Claimants and Participating DLIF Investors will release any claim or cause of action of
every nature and description against the Released Deloitte Entities, whether arising under federal, state, statutory,
regulatory, common, foreign, or other law, based upon, arising out of, or related in any way to (a) professional services
provided to the DLI Entities, (b) the conduct, transactions, or occurrences set forth in any of the pleadings in the
Related Actions, () the Related Actions, (d) the conduct and subject matter of the Mediation between the Parties, the
Settlement negotiations, and the negotiation of the Amended Settlement Agreement. Claimants and Participating
Investors will be barred from pursuing a lawsuit or seeking monetary or other relief against the Deloitte Entities
in the United States related in any way to the professional services provided by the Deloitte Entities to the DLI
Entities. Additionally, Claimants and DLIF Participating Investors agree, and by order of the Court in the SEC Action
will be required to, reduce the amount of any final verdict or judgment they obtain against any Third Party by an
amount that corresponds to the percentage of responsibility of the Released Deloitte Entities for common damages.
However, where the law governing such final verdict or judgment ("Other Governing Law") requires a reduction in a
different amount, the final verdict or judgment shall be reduced by an amount as provided by Other Governing Law.
If a DLIF Investor excludes itself, that Investor will not be entitled to receive any portion of the Settlement Amount,
but keeps any right to sue or continue to sue the Deloitte Entities on claims related in any way to the professional
services provided by the Deloitte Entities to the DLI Entities. If a DLIFF Investor excludes itself, that Investor will
retain any claims it may have against the Deloitte Entities and any rights it has to share in the distribution proceeds
as determined under Cayman Islands law. Specific information regarding these rights and options, and how to exercise
them, is provided in the applicable Opt-out Notices.

The Court in the SEC Action will hold a hearing to consider whether to approve the Amended Settlement Agreement and
enter the Order Approving Settlement at 1:30 p.m, on October 3, 2022, in Courtroom 7D of the United States District
Court for the Central District of California, First Street Courthouse, 350 West 1st Street, Los Angeles, California 90012.
The Court will consider whether the Settlement is adequate, fair, and reasonable. If you wish to object to the Amended
Settlement Agreement or appear at the hearing, you must email a written objection to TeamDLI@stretto.com. on or
before September 6, 2022. Specific information on objecting is provided in the Opt-out Notices and the Amended
Notice of Proposed Settlement (collectively “Notices”).

Complete copies of the Amended Settlement Agreement, the proposed Order Approving Settlement, and other
settlement documents are available on the Receiver’s website: http://case.stretto.com/dli or by emailing: TeamDLI@

stretto.com or by calling: 855-885-1564.
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FIRST LIEN MORTGAGES

InvestWithLYNK.com

(410) 258-3903

INVESTMENT OPPORTUNITY

Leading A/V Sales, Systems Design,

Integration, & Rental Company
The Company is a leading dealer that offers
audio/video/film  equipment  sales, ~system
design, integration, rentals, and support services.
Reputation of a knowledgeable and reliable
supplier of all types AV equipment, production
and broadcast.

Business may be sold together with Property
Business Valuation 4.5MM | Property 21MM
Anthony@VentureCapricorn.com
512-660-8885
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Staffing & Information
Technology Firms

If interested, please contact Rick at
rick89875@gmail.com
(703) 674-4580
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28 Lots / 39.14 acres Hacienda
Heights, CA. Privately Owned F/C
Land Value $6.5M
Seeking 25-50% Partner
or Full Sale
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702-210-4201
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$8.5M Home Diamond Bar CA
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Trial Begins in Federal Suit
To Block Publishers’ Merger

By JAN WOLFE

WASHINGTON—Trial pro-
ceedings kicked off in the Jus-
tice Department’s antitrust
challenge to Penguin Random
House’s planned acquisition of
rival publisher Simon & Schus-
ter, a test for the Biden admin-
istration’s efforts to limit cor-
porate consolidation.

“This proposed merger
must be stopped,” Justice De-
partment lawyer John Read
said in his opening statement
Monday. “It would, in the de-
fendants’ own words, cement
Penguin Random House’s dom-
inance.”

Daniel Petrocelli, Penguin
Random House’s lawyer, coun-
tered that the merger would
“only enhance the fierce com-
petition” that exists in the
publishing industry.

U.S. District Judge Florence
Pan has set aside three weeks
for the nonjury trial. It could
take months before she issues
her ruling on whether the
publishing merger, valued at

more than $2 billion, should
proceed.

The trial will include testi-
mony from big names in the
publishing industry, including
Stephen King, a bestselling Si-
mon & Schuster author who is
slated to testify Tuesday in
support of the Justice Depart-
ment’s lawsuit.

The case is part of the Biden
administration’s push to be
more aggressive in challenging
deals that it believes will sup-
press competition. A different
team of Justice Department
lawyers separately went to
trial Monday in a lawsuit seek-
ing to block UnitedHealth
Group Inc. from acquiring
health-technology firm Change
Healthcare—a proceeding un-
folding in the same courthouse
in Washington, D.C.

The German media com-
pany Bertelsmann SE, which
owns Penguin Random House,
agreed in November 2020 to
buy Simon & Schuster from
ViacomCBS—now called Para-
mount Global.

Penguin Random House, al-
ready the result of a 2013
merger, is the largest book
publisher by revenue. If al-
lowed to acquire Simon &
Schuster, Penguin Random
House would dominate the
U.S. publishing industry with

$2B

Size of the Penguin Random
House-Simon & Schuster deal

revenues twice that of its next
closest competitor, the Justice
Department has said.

“That would be good for
Penguin Random House but
bad for the marketplace of
ideas and bad for the authors
who contribute to that mar-
ketplace,” Mr. Read, the gov-
ernment lawyer, said during
his opening remarks. Together
Penguin Random House and

Simon & Schuster accounted
for 31% of all print books sold
in the U.S. through July 16, ac-
cording to book tracker NPD
BookScan.

The Justice Department al-
leges the merger will hurt
competition in what it de-
scribes as the market for an-
ticipated top-selling books,
ones acquired from authors
through advances of at least
$250,000.

Penguin Random House and
Simon & Schuster argue the
$250,000 number is an arbi-
trary one that encompasses
about 1,200 books annually, or
about 2% of all books published
by commercial publishers.

“We’re talking about a tiny
increment of the overall mar-
ket,” Mr. Petrocelli said Mon-
day, adding that industry in-
siders don’t consider
anticipated top-sellers as a
separate, distinct market in
which publishers compete.

“No one in the publishing in-
dustry has heard of this before,”
he said. “It does not exist.”

The company has faced protests from its unpaid suppliers at its Beijing headquarters and other locations as it ran out of cash to pay them.

Misstresh Highlights Troubles

Facing Chinese Online Grocers

By RAFFAELE HUANG
AND SHEN Lu

China’s online grocery-de-
livery market, where big tech-
nology companies and start-
ups once fiercely competed, is
facing a blow as companies
grapple with continuous losses
and cash shortages com-
pounded by a slowing econ-
omy and tighter regulations.

Missfresh Ltd., one of
China’s top grocery-delivery
companies, said last week
that it has shut down its main
business of same-day, grocer-
ies delivery. Hundreds of em-
ployees, accounting for most
of Missfresh’s workforce,
have lost their jobs, according
to employees who were laid
off. Missfresh also has faced
protests from its unpaid sup-
pliers at its Beijing headquar-
ters and other locations in re-
cent weeks as it ran out of
cash to pay them, according
to former employees and sup-
pliers.

The company, once valued
at $3 billion, said last week
that an expected equity invest-
ment of about $30 million
didn’t come through. Miss-
fresh had agreed on the in-
vestment with a local coal-
mining company, Shanxi
Donghui Group, earlier last
month.

The troubles at Missfresh,
known for its pink-shirted
workers dashing on motor-
bikes to deliver groceries, is
the latest example of the scars
that China’s yearlong regula-
tory assault has left on its
tech sector. It also under-
scores the cooling investor en-
thusiasm for the sector—as
consumer demand weakens,
room is shrinking in China’s
startup space for those that
continue to burn cash without
turning a profit.

Grocery delivery has be-
come a much sought-after
business in China since

mid-2020, when the pandemic
spurred demand for buying
fresh groceries and other
household supplies online. E-
commerce companies includ-
ing Alibaba Group Holding
Ltd., Meituan and Pinduoduo
Inc. ran their own services or
supported smaller startups.

But many have struggled to
turn a profit after burning
cash to build storage and de-
livery networks and offering
heavy subsidies.

Last summer, Alibaba-
backed Beijing Shihui Technol-
ogy Co. started closing busi-
nesses in 2,000 cities and
townships after being fined
about $450,000 by Chinese
regulators for inappropriate
marketing and pricing behav-
iors, former employees said.
JD.com Inc. also started cut-
ting staff from its grocery-
shopping unit in March, cur-
rent and former employees
said. Ride-hailing firm Didi
Global Inc.’s e-grocery unit,
Chengxin Youxuan, was among
the business units that cut
thousands of employees begin-
ning last year.

Before the latest round of
layoffs, Missfresh had also cut
around half of its workers
since late last year, former
employees said.

Globally, in recent years, in-
vestors have poured billions of
dollars into online grocery de-
livery, including companies
such as Philadelphia-based
Gopuff. But for many compa-
nies, losses have been heavy
given the high cost of adver-
tising and courier payments.
Executives and backers of the
companies have said losses to-
day are investments in a
promising prize.

Founded in 2014, Missfresh
was the first Chinese e-gro-
cery firm to go public. It
raised about $273 million in
an initial public offering on
the Nasdaq Stock Market in
June 2021. Missfresh, backed

Missfresh share price

since IPO

$14
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Source: FactSet

by Tiger Global Management
and Tencent Holdings Ltd., ran
a network of small warehouses
in neighborhoods throughout
the country’s big cities. That
enabled groceries and other
daily supplies to be delivered
as quickly as half an hour from
when orders were placed.

Missfresh had spent hun-
dreds of millions of dollars
each year to develop order-ful-
fillment infrastructure and ca-
pability, including adding
small warehouses. It operated
more than 600 such miniware-
houses in 17 Chinese cities in
China as of September. The
same-day delivery service con-
tributed to about 85% of its
revenue for the first nine
months of last year.

The company had been re-
porting losses since 2018. The
latest quarterly results it has
released were for the July-
September 2021 quarter. In
April, Missfresh said it
couldn’t release its 2021 an-
nual report and set up an in-
dependent audit committee to
conduct a review of some
transactions. The review con-
cluded in July that certain rev-

enues were recorded inaccu-
rately.

Missfresh posted a loss of
more than $468 million for
the first nine months of last
year. The company’s costs and
losses ballooned in the first
half of this year, former em-
ployees said.

As of September, the com-
pany said it had $479 million
in cash and other liquid assets,
while its short-term liabilities
totaled $500 million.

Profitability largely de-
pended on the number of or-
ders received by a single mini-
warehouse, former employees
and industry analysts said.
They said most of Missfresh’s
miniwarehouses didn’t get
enough orders to break even.

The company didn’t respond
to a request to comment.

Missfresh said in its state-
ment last week that it was
temporarily closing its flag-
ship miniwarehouse service. It
will still operate three smaller
businesses including the next-
day delivery service, for which
Missfresh commissions JD.com
to supply products and deliver
orders.

Since late last year, Miss-
fresh has approached compa-
nies including JD.com and
shareholder Tencent for fund-
ing, but most were reluctant
to pour in extra investment,
having lost confidence in the
sustainability of its business,
people familiar with the mat-
ter said.

JD.com, Tencent and Shihui
didn’t respond to requests to
comments.

More than 99% of Miss-
fresh’s market capitalization
has evaporated since the com-
pany’s IPO. American deposi-
tary shares of Missfresh have
traded below $1 each since
late April. Nasdaq has warned
the company that it could face
delisting in November if its
performance fails to improve
in the coming months.

ALY SONG/REUTERS
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Consumer Rates and Returns to Investor

Selected rates
Five-year ARM, Rate

U.S. consumer rates

A consumer rate against its

benchmark over the past year
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Florence Savings Bank 3.00%

_ S-year 4.00% Florence, MA 800-644-8261
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St. Petersburg, FL 800-718-2265
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Country/currency inUS$  perUS$ (%)  Country/currency inUS$  perUS$ (%
Americas Vietnam dong .00004281 23360 2.2

Argentina peso .0076131.8822 28.4  Europe
Brazil real 1928 5.1864 -6.9  CzechRep.koruna  .04167 24.000 9.7
= Canada dollar 7788 1.2841 1.6  Denmarkkrone 1378 7.2554 10.9
Treasury yield curve  Forex Race Chile peso 001121 89170 47 Euroareaewro 10263 .9744 10.8
Yield to maturity of current bills, Yen, euro vs. dollar; dollar vs. Colombiapeso .0002354259.33 4.8  Hungary forint .002557 391.15 205
notes and bonds major U.S. trading partners Ecuador US dollar 1 1 unch Iceland krona .007394 135.24 4.2
Mexico peso .049020.3909 =0.5  Norway krone 1038 9.6365 9.4

Tradeweb ICE Monday Close 3.00% Uruguay peso .02456 40.7150 =8.9  Poland zloty 2174 4.5991 14.2

/\v/\ 24% Asia-Pacific Russiaruble 01587 63.000-15.8
2.40 . Swedenkrona .098810.1179 11.8
12 WSJ Dollar Index Australiandollar 7026 1423334 o i otandfrane 10529 9498 4.
1.80 China yuan 1477 67688 B83 o eyiia 0559 17.9022 34.4
: Hong Kong dollar 1274 7.8502 0.7 N ) ’ ' g
N Ukraine hryvnia .0271 36.8500 34.7
One year ago 1.20 0, India rupee .01267 78.948 6.0 UK q 12251 8163 104
: Euro Indonesiarupiah .0000674 14842 41 PO o : .
060  -12 M Japan yen 007598 13161 143  Middle East/Africa
Yen Kazakhstantenge .002082 480.36 10.4  Bahraindinar 2.6529 3770 unch

\ o1y 1000 24 .l Macau pataca 1236 8.0910 0.7  Egyptpound .0527 18.9695 20.7

1 36 1 2357102030 Malaysiaringgit 2246 4.4525 6.9  Israel shekel 2971 3.3659 8.3
N 2021 2022 NewZealanddollar  .6334 15788 8.0  Kuwaitdinar 32621 3066 13
month(s) year§ Pakistan rupee .00418 239.450 359 Omansulrial 25973 3850 ..
maturity Philippines peso .0181 55375 8.6 Qatarrial 2747 3.641-0.04
Sources: Tradeweb ICE U.S. Treasury Close; Tullett Prebon; Dow Jones Market Data Singapore dollar 7261 13773 21  SaudiArabiariyal .2663 3.7558 0.02
. . South Koreawon .0007647 1307.75 10.0  South Africarand .0605 16.5278 3.7
Corporate Borrowing Rates and Yields Srilankarupee 0027548 363.00 789 .
Taiwan dollar 03318 30.142 87 Close NetChg %Chg V1D (hy
— Yield (%) — — 52-Week — Total Return (%) Thailand baht 02769 36.120 8.7 WSJDollarindex 97.24 -0.42-0.43 8.58
Bond total returnindex Close  Last Weekago High Low  52-wk 3-yr
Sources: Tullett Prebon, Dow Jones Market Data
U.S. TreasuryBloomberg ~ 2220.200 2.840 3.020 3.550 0.780 -8.194 -0.411
U.S. Treasury Long, Bloomberg3700.280  3.060 3.200 3.630 1.720 -17.465 -1.977 COmmodities
- - — Monday — 52-Week YTD
Aggregate, Bloomberg 2073.660 3390 3.570 4.140 1340 -8.668 -0.258 Close Netchgn ac}o’ Chg  High Loe\: %Chg  %chg
Fixed-Rate MBS, Bloomb ) g : : 590 6323 -0.

Ixed-Rate MBS, Sloomberg 2030840 3350 3350 4240 1590 6323 0316 | ity W27 221 203 126448 8312 1943 1337
nghYleIleO,ICE BofA 3178.151 7.136 7504 8427 3.210 —7689 0964 Refinitiv/CCCRBIndex 286.11 '596 _2.04 32959 20696 32.62 2312
Muni Master, ICE BofA 568458 2455 2593 3.191 0.697 -5933 0534 Crude oil, $ per barrel 9389 -473 -A480 12370 6232 3L76 2484
EMBIGlobal Jp Morgan 773859 7286 7.648 8085 4516 -16888 3523 | Naturalgas$/MMBtu ~ 8283 0054 066 9322 3561 11050 12206

Gold, $ per troy oz. 1769.00 610 035 2040.10 1699.50 -270 -3.20

Sources: J.P.Morgan; Bloomberg Fixed Income Indices; ICE Data Services




P2JW214000-1-B00800-1-------- XA

THE WALL STREET JOURNAL.

B8 | Tuesday, August 2, 2022 *
COMMODITIES wsj.com/market-data/commodities
Contract Open Contract Open Contract Open
FUtures ContraCts Open _ High hilo Low  Settle Chg interest Open _ High hilo Low  Settle Chg interest Open _ High hilo Low  Settle Chg interest
Metal & Petroleum Futures Zeptttl L_132_(3é)3|£)1 igdéozgmb 182.100‘b 100 A0 e g?:tiss Frallizclfgms)l 'éaOFélzs 000, 1:;fZléng Lz oo 2hene gle“rt‘i S&ifz?go(cngfi?;soXindejww 00 4120.50 -13.00 2,300,477
attie-Live -40), s, cents per |b. - X ; $ per p s . i . -13. ,300,
o i EOTfo“ L ettle Chg i tope”t Aug 136300 137.000 136.275 136775 325 25763  Sept 10541  1.0585 10523 10559 0016 44595 ~ Dec 415100 416350 411450 4137.50 -13.00 32,360
open - High filo Low - Settle 9 IMErest ot 141900 142.925 141900 142625 400 110903  Dec 10614 10662 10610 10642 0018 272 MiniS&P Midcap 400 (CME)-$100 xindex
Copper-High (CMX)-25,000 bs; $ per Ib. Hogs-Lean (CME)-40,000 Ibs; cents per b. Australian Dollar (CME)-AUD 100,000; $ per AUD Sept 251450 252450 248370 251390  -50 53,587
Aug 35805 3.5805 3.5340 35520 -0.0320 1446 pyg 120.000  120.600 119350 120450 -200 20966  Aug 6982 7049 6971 7023 0026 133  Dec 251970 -80 1
Sept 35750 35970 35120 35425 -0.0310 110320  Qct 96.100  97.000 95.025  96.825 -.400 90,075  Sept 6995 7052 6973 7026 0026 164,987  MiniNasdaq100 (CME)-$20 xindex
Gold (CMX)-100troy 0z; $ per troy oz. Lumber (CME)-110,000 bd. ft, $ per 1,000 bd. ft. Mexican Peso (CME)-MXN 500,000; $ per MXN Sept 1298100 1310875 1285175 1296250 -9.00 257,012
Aug 1763.90 1772.50 175570 1769.00 610 14456 Sept 529.80 54520 vV 51410 53420 710 1603  Aug 104899 10 Dec  13010.00 13177.75 12929.00 13036.25 -8.75 3,597
Sept 1767.70  1777.00 1759.70 177270 580 3,910 Nov 549.10 56440 Vv 533.80 557.70 10.30 474 Sept 04862 04897 04850 04867 198,256 Mini Russell 2000 (CME)-$50 x index
Oct 1772.20 1781.80 176410 1777.60 610 38994  Miilk (CME)-200,000 Ibs, cents per Ib. EUFO (CME)-€125,000; $ per € Sept  1888.00 1897.10 1854.80 188540 .10 560,706
Dec 1782.50 179250 177430 178770 590 388333  jyly 253 2254 25 25 01 4265  pug 10220 10285 10207 10264 0033 2027  Dec 187770 190210 186150 189210 .80 3,991
Feb'23  1793.10 1803.20 1788.00 179960 610 9,669  sept 2027 2082 2013 2050 19 5287  gept 10258 1.0310 10240 10288 0033 661,393  Mini Russell 1000 (CME)-$50 xindex
April 180170 1813.60 179880 181070 620 6433  Cocoa (ICE-US)-10 metric tons; $ per ton. Sept  2254.60 2277.20 2249.60 226410 -4.80 14,279
Palladium (NYM) - 50 troy 0z, $ per troy oz. Sept 2328 2,355 2312 2339 16 110,406 U.S. Dollar Index (ICE-US)-$1,000 x index
Aug 2198.60  69.70 Dec 2374 2,410 2367 2,390 17 92,457 - . Sept 10573 105.92 10511 10534 -44 57,79
Sept 2123.00 2226.00 208550 2199.40 69.70 5,489 Coffee (ICE-US)-37,500 Ibs; cents per Ib. Mini DJ Industrial Average (CBT)-$5 x index Dec 105.40  105.41 104.83  105.02  -.46 764
Platinum (NYM)-50 troy oz; $ per troy oz. Sept 21755  222.20 21040 213.20 -4.00 83,300 Sept 32827 32938 32602 32767 -58 73,666
Aug 89670  11.80 85  Dec 21400  218.80 207.25 21000 -380 63145  Dec 32793 33019 32700 32849 -57 454 Source:FactSet
Oct 889.10  911.00 883.10 90160 1180 66,998  Sugar-World (ICE-US)-112,000 bs; cents per b.
Silver (cMx)-5,000 troy oz, $ per troy oz. Oct 17.58 1765 v 17.20 17.60 .06 329,125
Aug 20.280  20.400 20250 20322 0.166 110 March23 1774 1776 V1734 1772 03 192934 i
Sept 20335 20510 20065 20362 0165 10515  Sugar-Domestic (ICE-US)-112,000 bs; cents perlb. Bonds | wsj.com/market-data/bonds/benchmarks
Crude Oil, Light Sweet (NYM)-1,000 bbls; $ per bbl. Sept 33.52 1,092
Sept 9846  98.65 9242 9389 -473 282371  Cotton (ICE-US)-50,000 Ibs; cents per Ib. s
Oct 96.44  96.74 90.96 9239 -436 160,709  Oct 10238 102.38 99.13 10029 -2.84 129 Tracklng Bond Benchmarks
Nov %517 9520 8983 0134 396 94211  Dec 9658 9676 9280 9406 -268 108131 | Returnoninvestmentand spreads over Treasurys and/or yields paid to investors compared with 52-week
Dec 9375  93.85 8366 9029 -358 205627  Orange Juice (ICE-US)-15000 Ibs;cents per Ib. ) . P
June'23 8686 8754 8317 8499 -260 145764  Sept 17170 172.30 16765 1010 -190 7282 | Nighsandlows for different types of bonds
Dec 8290  83.50 7953 8138 -224 126773  Nov 16610  166.95 163.65 16665 -.10 1,980 Total Total
NY Harbor ULSD (NYM)-42,000 gal; $ per gal. return - YTDtotal — Yield(%) —  retum  YTDtotal — Yield (%) —
Sept 35422 35584 34017  3.4400 -.1090 78,183 Interest Rate Futures close return (%) Index Latest Low High close return (%) Index Latest Low High
R oline-NY RBOB ooy s ool 33089 =095 36207 yitra Treasury Bonds (CBT)-$100,000; pts 32nds of 100% Broad Market Bloomberg Fixed Income Indices Mortgage-Backed Bloomberg Fixed Income Indices
Gasoline-NY RBOB (NYM)-42,000 gal; $ per gal.
Sept 31070 3.1133 29101 29981 -1151 99990  Sept 157060 160-010  156-010 159-300 1-20.0 1,308,796 208084 5.5 Mortgage-Backed 3350 1590 4.240
oct 28515 28652 26356 27430 -1222 41171 Dec 158-060  159-200 155-300 159-220 1-20.0 7 | 2073.66 -7.7| U.S. Aggregate 3390 1.340 4.140 : . g . .
Natural Gas (NYM)-10,000 MMBtu; § per MMBu. :e’;as“"{gf’lggsijs"_mlooro%‘j{;;gz"izglez‘i]‘)% 2201153000 | U'S-Corporate Indexes Bloomberg Fixed Income Indices 204344 -45] Ginnie Mae (GNMA) 3370 1610 4.250
ot L 7S B PSS Dec w0 w410 142150 144060 220 928 | 303339 -1 U.S. Corporate 4280 1910 4990 122637 5.6 Fannie mae (FNMA) 3340 1580 4.240
: ! ‘ ' | ’ Treasury Notes (CBT)-$100,000; pts 32nds of 100% ) '
T:r:I’B gg;; 2?;;’ ;géz gzgg g;‘; ?ggéé Sept 121-020 121-190 120-270 121-115 7.0 3,528,638 2870.60 -6.6' Intermediate 4,040 1.260 4820 1879.18 -5.9' Freddie Mac (FHLMC) 3.340 1570 4.240
April 4823 5014 4823 4982 039 67g3 D¢ 121060112185 120275 121125 8010576 | g19067 -179] Long term 4690 2900 5310 56846 5.6 Muni Master 2455 0697 3191
Ma 4750 agm 4676 4809 029 65821 5 Yr. Treasury Notes (CBT)-$100,000; pts 32nds of 100%
Y : i i - ) ' Sept  113-245 113-317 113197 113260 273939686 | 605.18 109 Double-A-rated 3630 1650 4370 403.09 5.2 7-12year 2372 0.699 3.237
5 Dec 114-002 114017 113-230 113-287 35 2,788
Agriculture Futures 2Yr. Treasury Notes (CBT)-$200,000; pts 32nds of 100% 800.80 -11.8| Triple-B-rated 4620 2110 5320 45439 -7.6] 12-22year 3032 1030 3.753
Corn (CBT)-5,000 bu; cents per bu. Sept  105-077 105-085 105051 105-065  -91992027 | High Yield Bonds ICE BofA -10. 22-plus year
Sept 619.75  621.50 50425  607.00 -9.25 336,488  Dec 105-076 105-076 105-076 105-071 -9 264 igh T n o 43348 _-107| pusy 3045 1488 4302
Dec 62375 625.00 597.25  609.75 -10.25 621,720 30 Day Federal Funds (CBT)-$5000,000;100 - daily avg. 47673 -8.6| High Yield Constrained 7.495 3.830 8.931  Global Government J.P. Morgan'
Oats (CBT)-5000 bu; cents per bu. Aug 97.6675 97.6700 97.6650 97.6675 -.0025 364,255 -
Sept 44800  448.00 43525 44050 -7.50 623 Oct 97.0900 97.1050 970850 97.0950 0050 258845 | 43877 -129| Triple-C-rated B 6893 1507 560.02 6.6 Global Government 2,010 (.720 2.560
Dec 44300 44325 42800 43525 -775 1658  10Yr.Del. Int. Rate Swaps (CBT)-$100,000; pts 32nds of 100% p ah Vi 784.78 6.4 Canada 2730 1230 3500
Soybeans (CBT)-5,000 bu; cents per bu. Sept 95-305  96-120 95-140  96-080  16.0 14,074 317815 85| High Yield 100 1136 3200 84277 : l = .
Aug 1650.00  1650.00 1577.75 1594.25 -42.75 2,635 Three-Month SOFR (CME)-$1,000,000;100 - daily avg. 411.25 -10.6| Global High Yield Constrained 7,923 4.019 9.062  373.49 -8.0| EMUS 1594 0.163 2.562
Nov 1477.50 1481.00 139550 1406.00 -6250 320,749  June  98.0625 98.0625 98.0600 98.0600 .0000 690,931 — -
Soybean Meal (CBT)-100 tons; $ per ton. Dec 96.7250 96.7650 967000 967400 -.0050 1045083 | 312.23 -10.5| EuropeHighYield Constrained 6,258 2304 7.457  699.31  -8.0] France L1410 0.080 2330
Aug 499.10 50110 481.00 487.00 -830 1553  Eurodollar (CME)-$1,000,000;pts0f100% . ; . r
Dec 42050 42140 39660 39930 -19.20 182,262  Aug 97.0850 97.0900 97.0625 97.0725 -.0100 104,407 U.S Agency Bloomberg Fixed Income Indices 50074 67| Germany 0780 0410 1740
Soybean Oil (CBT)-60,000 Ibs; cents per Ib. Sept 96.6850  96.7100 96.6600 96.6900 -.0100 991,439 | 1748.52 -4.8| U.S Agency 3.060 0640 3670  286.93 -2.6| Japan 0.630 0.260 0.710
Aug 68.60  68.60 6519 6623 -237 925  Dec 96.3350 963850 96.3100  96.3550 .. 1,640,423
Dec 6581 6597 6262 6326 -240 132991  March23 965200 965550 964800 96,5150 -0150 1091660 | 153818  -4.0] 10-20years 3020 050 3630 545.86  -8.4| Netherlands 1.080 090 2.030
Islec;lgh RICtlaégigT)—Z,f:gzcwt.ﬁDerlcf\)lt/;.g s 2 s m 3632.39 -13.4[ 20-plus years 3600 1890 4190  922.28 -11.1| UK. 2110 0720 2.740
me t(caggoo()bﬂ-ﬂ et 1695 1697 B T Danese Yen (CME)-¥12500,000;$ per 100¥ 23277 88| Yankee 3980 1510 4610 773.86 -15.8| Emerging Markets * 7.286 4516 8.085
a -5, . . S 4 ’
Sept 812.75 82%.;?1 Sper ;8125 800.25 -7.50 129,676 Aug 7514 7606 7496 .7595 .0087 1,034 “Constrained indexes limit individual issuer concentrations to 2%; the High Yield 100 are the 100 largest bonds Inlocal currency & Euro-zone bonds
Dec 83150 838.25 800.25 819.00 -675 91,548  Sept 7533 .7628 7514 7614 0087 226,674 | *EMBIGlobal Index Sources: ICE Data Services; Bloomberg Fixed Income Indices; JP.Morgan
Wheat (KC)-5,000 bu; cents per bu. Canadian Dollar (CME)-CAD 100,000; $ per CAD
Sept 878.00  886.50 84525 86650 -8.00 70214  Aug 78017832 77797785 -.0021 257 . .
Dec 8500 89300 275 gm00 70 syzae st o osew osesL o o777 7 -0 349 | Global Government Bonds: Mapping Yields
Cattle-Feeder (CME)-50,000 Ibs; cents per b. British Pound (CME)-£62500; $ per £ .
Aug 179.450 180.325 179125 179.650 1075 6919  Aug 12186 1.2296 12163 12258 .0078 985 | Yijelds and spreads over or under U.S. Treasurys on benchmark two-year and 10-year government bonds in
selected other countries; arrows indicate whether the yield rose(a) or fell (¥) in the latest session
H . . Country/ Yield (‘) Spread Under/Over U.S. Treasurys, in basis points
CaSh Prlces | wsj.com/market-data/commodities Monday, August 1,2022 Coupon (%) Maturity, inyears Latest(@)2 -1 0 1 2 3 4 "Previous Monthago  Yearago Latest Prev  Yearago
These prices reflect buying and selling of a variety of actual or “physical” commodities in the marketplace— 3.000 US.2 2909 A | : ¢ (e @ 2897 2843 0188
separate from the futures price on an exchange, which reflects what the commodity might be worth in future 2.875 10 2.605V 2642 2901 1.239
months. 2750 Australia 2 2.440 2440 2.508 002  -4720 444 -16.6
Monday Monday Monday 1.250 10 3.069 3.069 3.604 1191 M 46.0 41.8 -3.7
Iron Ore, 62% Fe CFR China-s 1129 Wheat,Spring14%-pro Mnpls-u 10.0750
m Shredded Scrap, US Midwest-s,m na. Wheat,No.2 soft red,St.Louis-u 8.2175 0.000 France 2 0.169 ¥ 0195 0451 -0.713 A% -268.8  -90.0
Coal CAplc,12500Btu12S02-rw 176150  Steel HRCUSA, FOB Midwest Mill-s 840  Wheat-Hard-KC(USDA) $ perbu-u 3353 2.000 10 1329 v 1.389  1.797 -0.101 -128] -126.3  -132.9
Coal PwdrRvrBsn 8800Btu,0.8502-rw 16350  Battery/EV metals Wheat,No1soft white,Portld OR-u 9.
anLncamscoanssszn o [T 2 ™ 0% 0260 0510 -0.757 BTN 2624
BMILithium Hydroxide, EXW China, =565%-vw 69925 Boof g 1.700 10 0777 v 0.814 1.233 -0.459 -183.2 | -183.7  -168.7
Gold, per troy oz BMI Cobalt sulphate, EXW China,>205%-vm 9909 eef,carcass equiv. index - -
Engelhard industrial 177800 BMiNickel Sulphate, EXW China >22%vm 5364 choice 1-3,600-900 Ibs.-u 23334 0.000 ltaly 2 1222 v 1403 1.010 -0.452 -169.0) 1481 -64.0
Handy &Harman base 177240 BVIFaeGaphie FOBChia-100Vesh 4S5ty 795 Select13600-900Ibs-u 0713 | 0,950 10 2869 ¥ 3.050 3099 0628 B 260 398 -60.0
Handy & Harman fabricated 1967.36 . . Broilers, National comp wtd.avg-uw 14322
LBMA Gold rico AM 175890 Fibers and Textiles Butter, A Chicago-d 29875 | 0005  Japan2 -0.085 ¥ -0.082 -0.066  -0.125 BLLNG -296.6  -313
LBMA Gold Price PM “UBM BulaplOozA0-inchNYydnw 07825 Geolreeseaieneaod I 1 o909 10 0186 A 0183 021 0020 EIFEEE 2468 -1208
Krugerrand,wholesale-e 1836.69  Cotton,11/16 std lw-mdMphs-u 1.0929 h hir i ! -
Maple Leaf-e 185435 Cotlook A Index-t “BLA  (eontatn dhicadolb-d 1ol | 0000 spain 2 [0AE7W 0534 0765 -058 EIPH 2350 Il
'\AAme_rican Eagle-e %2;‘71';’; Hideshvy native steers piece fob-u N Coffee Colombian, NY-y 28776 2.550 10 1.862 v 1.928 2.268 0270 -7471 <723 -95.8
lexican peso-e . - A, ! I g
At Tate  woolbsstapleTerdeluw N Eggs,arge white.Chicago-u 330 | 0125 UK 2 1672V 1713 1674 0061  [ERD 1171 127
Austria phil-e 185035 Grains and Feeds Flour,hard winter KC-p 21.85
ustriap - : Hams,17-20 Ibs,Mid-US fob-u 1.2 4.250 10 1.809 v 1.861  2.087 0.568  -30.0 M -79.0  -66.0
Silver, trpyoz._ Barley,top-quality Mnpls-u na. Hogs,lowa-So. Minnesota-u 113.50 - b deweb ICE LS a
Engelhard industrial 204000  Branwheat middlings, KC-u 199 porkbellies,12-14 Ib MidUS-u na. Source: Tullett Prebon, Tradeweb ICEU.S. Treasury Close
Handy & Harman base 20.3550 Corn,No. 2 yellow,Cent IL-bp,u 6.5600 Pork loins,13-19 Ib MidUS-u 1.3450
Handy & Harman fabricated 254480 Corngluten feed Midwest-uw 1920  SteersTex.-Okla.Choice-u na. corporate DEbt
LBMA spot price 164700 Corngluten meal Midwest-uw 660.0  Steers feeder,Okla. City-uw 186.50 . - ; ingi . i ifi
(US$ equivalent) *20.0650  Cottonseed meal-uw 388 = Prices of firms’ bonds reflect factors including investors’ economic, sectoral and company-specific
Coins,wholesale $1,000 face-a 19261 Hominy feed Cent IL-uw 185 Fatsand Oils expectations
Other metals Meat-bonemeal, 50% pro Mnpls-uw 425 Degummed cornoil,crude wtd.avg-uw  63.0000 - H
LBMA Platinum Price PM %889.0 Oats,No.2 milling, Mnpls-u 4,8250 Grease,choice white,Chicago-h 0.7400 InveStment grade sPreads that tlghtened the most... - o
Platinum,Engelhard industrial 911.0 Rice, Long Grain Milled, No.2 AR-uw  33.00 Lard,Chicago-u na. ., o ) Spread, in basis points
Palladium,Engelhard industrial 2200.0 Sorghum,(Milo) No.2 Gulf-u na. Soybean ol crude;Cent! IL-uw 0.7160 Issuer Symbol Coupon (%) Yield (%) Maturity Current  One-daychange  Last week
Aluminum, LME, $ per metricton ~ *2452.0 SoybeanMeal,Cent ILrail,ton48%-uw  502.30 Tallow,bleach;Chicago-h 0.8100 , -14
Copper,Comex spot 3.5520 Soybeans,No.1yllw IL-bp,u 15.0300 Tallow,edible,Chicago-u na. Morgan Stanley ms 4.000 3.46 July23,'25 65 13 87
Kraft Heinz KHC 6.500 5.39 Feb.9,40 227 - n.a.
KEY TO CODES: A=ask; B=bid; BP=country elevator bids to producers; C=corrected; D=CME; E=Manfra, Tordella & Brookes; H=American Commodities Brokerage Co; RY . b 4,27 -12 12
K=bi-weekly; M=monthly; N=nominal; n.a.=not quoted or not available; P=Sosland Publishing; R=SNL Energy; S=Platts-TSI; T=Cotlook Limited; U=USDA; V=Benchmark Royal Bank of Canada 3.625 il May 4, ik 3
Mineral Intelligence; W=weekly; Y=International Coffee Organization; Z=not quoted. *Data as of 7/29 Sumitomo Mitsui Financial SUMIBK 3.364 3.98 July12,27 132 -12 n.a.
Source: Dow Jones Market Data
Dominion Energy South Carolina 5.250 460  Marchl,’35 202 -11 n.a.
ING Groep INTNED 4625 414 Jan.6,'26 148 -9 150
Borrowing Benchmarks | wsj.com/market-data/bonds/benchmarks Altria Mo 5375 612 Jan.31,'44 293 -9 309
ifi i G . i 1, -9 a.
Money Rates August1,2022 Pacific Gas and Electric PC 3.150 5.30 Jan.1,'26 259 n.a
Key annual interest rates paid to borrow or lend money in U.S. and international markets. Rates below area -And spreads that widened the most
guide to general levels but don’t always represent actual transactions. Credit Agricole ACAFP 4.375 486 March17,'25 205 19 n.a.
Week  —52-WEEK— Week  —52-WEEK— | DeutscheBank DB 4.162 412 May 13,25 130 13 n.a.
. o ) Latest ago High  Low Latest ago High  Low | UBS UBS 4125 4.06 Sept. 24,25 124 13 117
Juneindex From (%
o . i High 2.4500 1.7000 2.4500 0.0900 | Peachtree Corners Funding Trust 3.976 3.96 Feb.15,'25 114 10 n.a.
level  May22 June’21 Policy Rates
Euro zone 050 000 050 0.00 Low 2.3000 1.5500 2.3000 0.0200 . 9
U.S. consumer price index Switzerlnd 025 025 025 000 C9 2:3300 15600 23300 0.0500 | ApPle AAPL 437 B Moy 13,45 2 ®
Allitems 296311 137 91 Britain 125 125 125 o010 Offer 2:3500 1.6000 23500 0.0600 | Athene Global Funding 3205 503 Marchg,'27 237 8 236
Core 294.680 0.74 5.9  Australia 135 135 135 010 Treasury bill auction Credit Suisse cs 4,550 5.07 April 17,726 240 8 245
= . 4weeks 2.140 2.120 2.140 0.020 | HSBC Holdings HSBC 3.900 4,07 May 25,26 140 8 131
International rates S;ernlghtrezu;;hasless 231 ogp 13weeks 2490 2520 2.520 0.035 ¢ d
Week —52Week— I : 26 weeks 2:850 2.920 2.920 0.0% | High-yield issues with the biggest price increases...
Latest ago High Low us. government rates Secondary market ) ) Bond Price as % of face value
Discount Issuer Symbol Coupon (%) Yield (%) Maturity Current  One-daychange  Last week
Prime rates 250 175 250 025 onmieMae Navient NAVI 6750 773 Junel5, 26 96780 153 92755
us. 550 475 550 3.25 : : : -2 30-year mortgage yields avien o : c une 5 g . :
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Other short-termrates Intesa Sanpaolo ISPIM 5.710 6.31 Jan. 15,26 98.150 0.92 95.682
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g-?]%?]ttn %%; %(2)3 g% 88? 10-year 275 294 336 122 | Secured Overnight Financing Rate Ford Motor Credit 4134 493 Aug.4,'25 97.813 075 96.259
Smonth 286 247 247 005 OV 35 33 364 178 227 152 228 003 | DishDBS 7750 M uy12 R o lﬁiogg
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Evergrande Told

To Honor Guarantee

By REBECCA FENG

Embattled property devel-
oper China Evergrande Group
said one of its units has been
told to honor a $1.1 billion
guarantee, revealing yet an-
other large financial obligation
that wasn’t previously dis-
closed.

Evergrande, in a regulatory
filing on Sunday, said one of
its subsidiaries in China had
provided counter guarantees
to an unnamed entity by
pledging its shares in
Shengjing Bank Co., a re-
gional lender based in the city
of Shenyang, the capital of
northeastern Liaoning prov-
ince.

The pledged shares repre-
sent Evergrande’s entire 14.6%
stake in the Chinese bank,
which is listed in Hong Kong.
They were part of a convo-
luted financial arrangement
where the unnamed entity
provided guarantees in July
2021 for borrowers that were

ultimately controlled by Ever-
grande.

Those borrowers defaulted
on their loans, causing the un-
named entity to come up with
7.3 billion yuan, equivalent to
$1.1 billion. It then filed for ar-
bitration against the Ever-
grande subsidiary that pro-
vided the counter guarantees.

Evergrande said it received
an arbitration ruling on July
25 that said the entity “has
the priority to receive com-
pensation from the sale of the
shares” in Shengjing Bank.

The world’s most indebted
property developer defaulted
on its U.S. dollar bonds in late
2021, and has been taking heat
from its international credi-
tors. Bondholders have ex-
pressed frustration over how
large sums of money have
been leaving Evergrande to
pay previously undisclosed ob-
ligations, potentially hurting
investors’ recovery prospects.

Last month, Evergrande
ousted its chief executive offi-

cer and chief financial officer
after revealing that its prop-
erty-services arm had pledged
the majority of its cash to help
third parties borrow money.
The funds were then diverted
back to Evergrande.

When those third-party
borrowers defaulted on their
loans, banks seized roughly $2
billion of the property-services
company’s cash. A group of
Evergrande’s offshore credi-
tors are demanding further ex-
planations from the company
about how the arrangements
came about, the Journal re-
ported last week.

On Friday, Evergrande
mapped out the rough con-
tours of a debt-restructuring
plan, saying international
creditors could end up with
debt backed by its key assets
outside of China, including its
property-services arm and its
electric-vehicle business.

The company didn’t indi-
cate how much of its roughly
$20 billion of international

The developer sald one of its units has been told to honor a $11 billion guarantee.

debt will be written down, but
promised fair treatment of
creditors and their claims. Ev-
ergrande had more than $300
billion in liabilities as of June
2021. It has promised to unveil
an offshore restructuring plan
before year-end.

Evergrande first bought
shares of Shengjing Bank in
2016, when the real-estate gi-
ant was expanding aggres-
sively and investing in non-

core assets that included a
soccer team and a bottled-wa-
ter plant. By 2019, it had be-
come the bank’s largest share-
holder with a 36% stake.
Shengjing Bank in turn lent
money to Evergrande.

Last year, Evergrande un-
loaded about a fifth of the
bank to a state-owned firm in
a deal valued at about $1.5 bil-
lion. At that time, Shengjing
Bank demanded that Ever-

grande use proceeds from the
sale to repay what the devel-
oper owed it.

“The presence of undis-
closed guarantees is very con-
cerning but not entirely sur-
prising to us,” said Nicholas
Chen, an analyst at debt-re-
search firm CreditSights.
“These guarantees, if enforced,
would dramatically reduce the
recovery rates of offshore
bondholders,” he said.

HSBC Posts Jump in Profit, Aims
To Restore Pre-Covid D1V1dends

By JosH MITCHELL
Anp ELAINE YU

Global banking giant HSBC
Holdings PLC said it would re-
sume paying full dividends to
investors as early as next year
and warned that its top share-
holder’s push to split up the
company would jeopardize
profit and growth.

Profit at the London-based
lender rose 62% in the second
quarter from a year earlier to
$5.5 billion, the company said
Monday. The bank said it re-
ceived a boost from rising in-
terest rates worldwide, which
increased the money the bank
earns on loans to businesses
and consumers.

Executives  said  they
strongly opposed a push by
Ping An Insurance (Group)
Co. of China—the company’s
largest shareholder—to poten-
tially split off the company’s
Asian operations from its
other businesses around the
world. Such a move would un-
dermine the bank’s goal of be-
ing an international bank that
connects global regions and
limits costs by avoiding dupli-
cate tasks.

“We just really struggle to
come up with any form of
value case that we could put
in front of shareholders,” Chief
Financial Officer Ewen Steven-
son said Monday, pointing to
the costs and complexities of
separating HSBC’s Asia busi-
ness, including tax impacts,
losing group purchasing power
and a significant risk to the

HSBC'’s quarterly profit/loss

2Q 2022
$5.5 billion

$6 billion
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The global banking giant said it received a boost from rising interest rates worldwide.

rest of the group derating.

In a slide presentation to
investors, the bank circled the
words “world” and “interna-
tional finance partner” on the
first page.

“The board firmly believes
that as these results clearly
demonstrate, HSBC’s strategy is
working,” Chairman Mark
Tucker told investors in Hong
Kong. Chief Executive Noel
Quinn said the bank’s current
strategy is the safest and fastest
route to generate more divi-
dends and returns, pushing back
against calls for an Asia spinoff.

HSBC is the largest Euro-
pean-based bank by market
value, according to FactSet. It
makes most of its profit before
tax in Asia, where it continues
to shift resources as part of a
broad growth plan. Hong Kong
and mainland China are two of
its most important markets.
“Our international connectiv-
ity remains our greatest
strength,” Mr. Quinn said.

The bank said it would pay a
cash dividend of 9 cents a share
for the first half—up from 7
cents last year. It intends to re-
turn to paying quarterly divi-
dends in 2023, but said these
would be initially lower than
the 10 cents per share it used
to pay quarterly through 2019.
A move by the Bank of England

in 2020 to shore up the finance
system as the pandemic un-
folded temporarily prevented
banks such as HSBC from pay-
ing dividends.

“We understand and appre-
ciate the importance of divi-
dends to all of our sharehold-
ers,” Mr. Quinn said. “We will
aim to restore the dividend to
pre-Covid-19 levels as soon as
possible,” he said.

HSBC is set to hold an in-
formal meeting of sharehold-
ers on Tuesday in Hong Kong,
which will be attended by the
bank’s senior management, in-
cluding Mr. Tucker and Mr.
Quinn.

The bank said higher inter-
est rates helped lift its second-
quarter revenue by 2% to
$12.8 billion. HSBC makes a
significant share of its profit
from interest, relative to other
banks, and has said it expects
a boost from rising interest
rates, driven by central banks
around the world aiming to
tamp down inflation. When in-
terest rates rise, banks are
typically able to lift the rates
they charge consumers and
businesses by more than their
own funding-costs increase,
widening their profit margins.

The company said it ex-
pects the money it makes on
interest rates—net interest in-

come—would rise to $31 bil-
lion this year and $37 billion
next year, from roughly $27
billion in 2021. That income
would offset expected losses
from loans as economies slow
and costs associated with
higher inflation.

HSBC’s reported profit was
boosted by a $1.8 billion de-
ferred tax gain. It recorded
$448 million in expected
credit losses—nearly a third of
which is a charge related to
China’s property downturn—
adding to its provisions for
souring loans in China and
Russia.

Executives said they are
seeing few, if any, signs of dis-
tress from the bank’s custom-
ers. On the retail side, it
serves mainly affluent custom-
ers, said Mr. Stevenson, and
“they’re all sitting quite liquid
with good cash reserves at the
moment.”

He added that corporations’
finances are unusually healthy
given the slowing economy.

HSBC’s shares in London
rose 6% on Monday, adding to
the 14.5% jump this year
through Friday and outper-
forming the FTSE 100 stock
index.
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Arena Investors Raises $930 Million

By MARIA ARMENTAL

New York-based investment
firm Arena Investors has
raised $930 million for its lat-
est opportunistic investment
strategy, seeing potential deal
targets in the economic down-
turn.

“We’re really at the preci-
pice of some material changes
as we enter into recession,”
said Dan Zwirn, Arena’s chief
executive and chief investment
officer. Mr. Zwirn started
Arena, which focuses on dis-
tressed debt and credit mar-
kets, with support from Cana-
dian asset manager Westaim
Corp. in 2015.

Arena’s credit-oriented in-
vestments can include asset-

backed debt and collateralized
loan obligations, according to
a regulatory filing.

The firm’s transactions
range from $5 million to $50
million and typically fall
within the $10 million to $20
million range, according to
Parag Shah, an Arena manag-
ing director who heads mar-
keting and client services.

The firm began raising com-
mitments for its latest fund,
Arena Special Opportunities
Partners II LP, and related vehi-
cles about a year ago with a
goal of collecting $750 million
and an investment minimum
set at $15 million. In addition
to some new participants, all
investors in a predecessor fund
committed cash in the latest

fundraising, the firm said.
Arena’s predecessor fund
closed in December 2020. The
firm used the fresh capital to
make credit-oriented invest-
ments in industries hurt by
the Covid-19 pandemic and
said that through June it has
produced an estimated net re-
turn of 144 times invested
capital. Last month, the firm
said in a securities filing that
it had about $3.53 billion in
regulatory assets under man-
agement at the end of April.
Looking back at the past
decade in the markets, Mr.
Zwirn describes himself as a
“careful contrarian and strong
believer that everything has
some historical reference.” He
said he expects to see difficult

conditions develop in the mar-
kets similar to the hedge-fund-
prompted liquidity squeeze in
1998.

A correction period has be-
gun that may help deflate a
technology asset bubble that
has built up in recent years,
Mr. Zwirn said.

“Trillions of dollars have
been invested to create hun-
dreds of billions of dollars of
value in the technology mar-
kets,” he said. But in some
cases companies sacrificed
profitability in favor of growth
that has proved unsustainable
even as it supported higher
valuations, Mr. Zwirn said.

“So that whole process is
now unwinding in a kind of
cataclysm,” he said.

Centerview Bankers
Form Advisory Firm

By Dana CIMILLUCA

A pair of investment bank-
ers is leaving Centerview
Partners to start a firm fo-
cused on advising technology
companies on mergers and ac-
quisitions.

The men, veteran deal mak-
ers David Handler and David
Neequaye, have secured the
backing of two well-connected
firms on Wall Street, Consello
and 25madison, according to
people familiar with the mat-
ter. Both will have minority
stakes in the new M&A and
strategic-advisory boutique,
which is to be focused on
technology, media and tele-
communications companies
and called Tidal Partners.

Merger advisory can be a
highly profitable business.
Centerview, which has become
one of the most successful in-
dependent firms since its
founding 16 years ago, in a
good year brings in well over
$1 billion in revenue. The firm,
which has more than 500 pro-
fessionals, last year brought in
three senior bankers from
Bank of America Corp. to run
its tech practice.

Technology eclipses all
other sectors as a generator of
deals—and fees for bankers,
with more than $400 billion of
transactions struck in the U.S.
alone so far this year, accord-
ing to Dealogic.

M&A activity overall is in
the doldrums, with volatile
markets and an uncertain eco-
nomic outlook causing a major
slowdown in deal activity this
year. But it is widely expected
that the current downturn will

prove to be temporary, with
companies continuing to seek
combinations to gain scale, ef-
ficiency and competitive ad-
vantage.

Mr. Handler made a name
for himself advising clients in-
cluding Cisco Systems Inc. and
Qualcomm Inc. (He is also the
chairman of Penn National
Gaming Inc.) Mr. Neequaye is
a founding member of the tech
practice at Centerview, ac-
cording to its website. He pre-
viously worked at UBS Group
AG, as did Mr. Handler. He has
worked with clients including

The veteran deal
makers secured the
backing of two well-
connected firms.

Cisco and Motorola.

Consello, which focuses on
merger advisory, investing and
helping companies with busi-
ness development, among other
activities, was started by PR
veteran Declan Kelly. Its part-
ners include NFL great Tom
Brady, and it also counts for-
mer Qualcomm CEO Steve Mol-
lenkopf and Elon Musk lawyer
Alex Spiro as senior advisers,
according to its website.

Tidal and Consello have an
exclusive partnership to work
jointly on select big-cap-client
assignments.

25madison is a venture firm
whose chairman, Michael Lyn-
ton, holds the same title at so-
cial-media company Snap Inc.

Binance Arm Delists
Cryptocurrency Cited
By SEC as a Security

By PauL VigNnA

Binance.US, the U.S.-based
arm of crypto exchange Bi-
nance, delisted a small crypto-
currency in the wake of the
Securities and Exchange Com-
mission’s investigation into in-
sider trading at rival Coinbase
Global Inc.

Binance on Monday said it
was delisting the AMP token as
of Aug. 15. The cryptocurrency
trades for less than a penny
with a market value of less than
$400 million, according to Coin-
MarketCap. Despite its size,
AMP looms large because it was
one of nine cryptos cited by the
SEC as unregistered securities
as part of its investigation of in-
sider trading at Coinbase.

The crypto industry has
grown up without clear defini-
tions of the assets within it and
regulations for trading. The SEC
has informally said the two larg-
est tokens, bitcoin and ether,
aren’t securities. However, both
the current SEC chairman, Gary
Gensler, and his predecessor,
Jay Clayton, said that most
cryptocurrencies meet the legal
definition of a security, poten-
tially putting crypto exchanges

in the position of selling unreg-
istered securities.

Binance said its decision was
based on the fact that AMP was
the only one of the nine crypto-
currencies in the insider-trading
case that trades on its platform.
“We operate in a rapidly evolv-
ing industry and our listing and
delisting processes are designed
to be responsive to market and
regulatory developments,” Bi-
nance wrote in a blog post.

Coinbase previously said it
conducted an internal investiga-
tion of the insider-trading alle-
gations and provided informa-
tion about the people allegedly
involved to the Justice Depart-
ment. “Coinbase takes this type
of illicit behavior super seri-
ously,” said Paul Grewal, the
company’s chief legal officer.
“We have zero tolerance for it.”

While seven of the nine
cryptos cited by the SEC trade
on Coinbase, the company is
adamant it doesn’t list securi-
ties. In a blog post last month,
Mr. Grewal said Coinbase has
an SEC-reviewed process for
determining whether an asset
is a security, and for that rea-
son the assets have been de-
termined to not be securities.
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Stocks See-Saw but End Day Lower

Some traders now
expect Federal
Reserve to raise rates
more slowly

By CAITLIN MCCABE
AnD P1a SINGH

Stocks closed slightly lower
to start a new month of trad-
ing after finishing July with
their best month since 2020.

Major indexes spent much
of Monday’s session flitting
between gains and losses be-
fore falling in the afternoon.
The S&P 500 fell 11.66 points,
———  or 0.3%, to
MONDAY’S 4118.63. The
MARKETS Dow Jones In-
— dustrial Average
shed 46.73 points, or 0.1%, to
32798.40. The technology-fo-
cused Nasdaq Composite In-
dex lost 21.71, or 0.2%, to
12368.98.

Stocks fell sharply early
Tuesday in Asia as traders re-
acted to possible volatility in
the region resulting from the
trip to Taiwan of Speaker
Nancy Pelosi (D., Calif.). The
CSI 300, an index tracking
mainland Chinese stocks, was
down 2.3%, while Hong Kong’s
Hang Seng Index was down
3% and Japan’s Nikkei 225
was down 1.6%. S&P 500 fu-
tures fell 0.4%.

U.S. stocks have mounted a
furious recovery in recent
weeks, boosted by positive
signals from earnings and ex-
pectations that the Federal
Reserve may not need to raise
interest rates as aggressively
as once thought, spurring a
rally in government bonds
alongside stocks.

“The market’s beginning to
price in the end of Fed tight-
ening rather quickly, and I
think it’s going to be disap-
pointed. I think the market’s a
bit ahead of itself here,” said
Thomas H. MacCowatt, part-
ner at Williams Jones Wealth
Management.

Last week, officials ap-
proved another 0.75-percent-
age-point interest-rate in-
crease. But traders are now
betting that the size of rate
increases will be smaller for
the rest of the year.

“This has been a very rapid
repricing of bond and equity
markets,” said Edward Park,
chief investment officer at
U.K. investment firm Brooks
Macdonald. “I fear, however, it
might be a bit premature
based on what was said out of

———
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Shares of Boeing rose 6.1% after the plane maker temporarily avoided a strike at three defense manufacturing plants and cleared a regulatory hurdle.

the Federal
week.”

Mr. Park noted that Mon-
day’s weakness in stock fu-
tures suggested investors are
likely taking a breather after
the S&P 500 finished Friday
with a 9.1% gain for July. He
added that traders are in
“wait and see” mode ahead of
Friday’s jobs report. Econo-
mists surveyed by The Wall
Street Journal expect the U.S.
economy to have added
250,000 jobs in July, down
from 372,000 in June.

Strong employment is the
remaining pillar propping up
consumer sentiment and stop-
ping the economy from seeing
a “full-blown recession,” said
Aoifinn Devitt, chief invest-
ment officer of Moneta.

“We are probably well
poised for another good end
to the summer,” Ms. Devitt
said.

Not all investors are feeling
optimistic after July’s market
rally, however.

“We expect to have more
pain ahead, more downside
from here, even if it may take
a few weeks to materialize,”
said Chris Wilde, managing
director at NEIRG Wealth
Management.

Mr. Wilde noted the recent
drop in the 10-year real yield,
which represents what inves-
tors earn from government
bonds after adjusting for in-
flation, as a sign that the mar-

Reserve last

Index performance Monday
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ket remains in a “very tenu-
ous spot.”

Enthusiasm among individ-
ual investors for riskier as-
sets, such as big-name tech
stocks, are also stopping the
market from hitting a bottom,
he said.

Investors’ expectations for
a less aggressive Fed have
been evident in federal-funds
futures, which are used by
traders to place bets on the
course of interest rates.

Such futures on Monday
morning showed a nearly 69%
probability that the Fed will
raise its interest rate by half a
percentage point in Septem-

M Nasdaq Composite

lp.m. 2 3 4

ber, up from 44% last week,
according to CME Group. They
also are assigning a smaller
probability to a 0.75-percent-
age-point increase compared
with a week ago.

Shifting expectations for
central-bank policy for the
rest of the year have scram-
bled other areas of financial
markets in recent days, up-
ending some trades that have
flourished this year. The dol-
lar, for example, which has
staged a prolonged rise in
2022, fell on Monday for a
fourth consecutive session,
with the WSJ Dollar Index los-
ing 0.4%.

The Japanese yen, mean-
while, advanced again, rising
1.2% against the dollar. The
yen’s recent rise has chal-
lenged a popular trade on
Wall Street this year: betting
against the Japanese currency.

The dollar also fell against
the euro and British pound.

In the bond market, the
yield on the 10-year Treasury
note traded at 2.605%, down
from 2.642% Friday.

The yield on the benchmark
note has come down signifi-
cantly from its closing high of
3.482% reached in June.

The yield on the two-year
Treasury note, meanwhile,
traded at 2.909%, compared
with 2.897% Friday, to keep
the yield curve inverted.

That market signal, which
occurs when short-term Trea-
sury yields trade higher than
long-term yields, is often seen
as a predictor of a recession.

Boeing gained $9.76, or
6.1%, to $169.07 after the
plane maker temporarily
avoided a strike at three de-
fense manufacturing plants
and cleared a regulatory hur-
dle for resuming deliveries of
its 787 Dreamliner.

American depositary shares
of Alibaba added 97 cents, or
1.1%, to $90.34 after the com-
pany said it would work to
stay listed on the New York
Stock Exchange.

The Securities and Ex-
change Commission on Friday

added Alibaba to a list of Chi-
nese companies at risk of be-
ing delisted from the U.S. ex-
changes if their auditors can’t
be inspected before spring
2024.

EVO Payments increased
$6.37, or 23%, to $33.71 after
Global Payments said it
would buy the payments-tech-
nology company and pay $34
a share in an all-cash deal.
Global Payments shares rose
$5.66, or 4.6%, to $127.98.

PerkinElmer rose $7.70, or
5%, to $160.87 after it an-
nounced it will sell its ap-
plied, food and enterprise ser-
vices business to private-
equity firm New Mountain
Capital for $2.45 billion.

In energy markets, Brent
crude lost 3.8% to $100.03 a
barrel.

Overseas, the pan-continen-
tal Stoxx Europe 600 finished
down 0.2%.

AUCTION RESULTS

Here are the results of Monday's Treasury auctions.
Allbids are awarded at a single price at the market-
clearing yield. Rates are determined by the difference
between that price and the face value.

13-Week 26-Week

$150,495,507,800 $128,732,595,800
$62,447,681,800 $48,570,665,400
$1,303,219,000 $1,509,721,200
$259,000,000  $294,000,000
99.370583 98.559167
(2.490%) (2.850%)
2.541% 2.932%
61.58% 60.07%
912796N96 912796XT1

Bothissues are dated Aug. 4, 2022. The 13-week bills

mature on Nov. 3, 2022; the 26-week bills mature on
Feb.2,2023.

Applications
Accepted bids
"noncomp

" foreign noncomp
Auction price (rate)

Bids at clearing yield accepted

Investors

Fear Rally
To End Fast

Continued frompage Bl

sion. After the Fed raised in-
terest rates last week, Mr.
Powell cited job growth as he
dismissed worries that the
economy is in a recession.

Recent earnings reports
have raised concerns, however,
that consumers might begin to
buckle as inflation remains at
a four-decade high.

Walmart Inc. warned last
week that elevated prices for
food and fuel were causing
customers to pull back, forcing
the country’s largest retailer
to cut prices to reduce mer-
chandise levels.

Walmart lowered its profit
outlook for the second quarter
and fiscal year, sending its
shares down 7.6% in the next
session.

“Some might argue that the
market is already down so
much, isn’t it already antici-
pating these negative estimate
revisions?” said Ellen Hazen,
chief market strategist and
portfolio manager at F.L.Put-
nam Investment Management

Co. “I think Walmart tells you
that no, that was actually still
a surprise.”

Analysts have been trim-
ming their earnings expecta-
tions for the year. They now
anticipate that profits from
S&P 500 companies will grow
by 8.9% in 2022, down from
projections for 10.2% growth
at the end of June, according
to FactSet.

Given current earnings ex-
pectations and the stock-price
declines this year, many inves-
tors say the market looks
fairly valued after a period of
trading at lofty valuations.
The S&P 500 traded last week
at about 17 times its projected
earnings over the next 12
months, roughly in line with
its average over the past 10
years, FactSet data show.

But others worry that ana-
lysts have been too timid in
cutting their profit forecasts
as the economy slows and
monetary policy tightens, sug-
gesting that stocks might not
be so reasonably priced after
all.

“With earnings at risk, our
concern is that the P/E isn’t
really reflecting reality,” said
Saira Malik, chief investment
officer at Nuveen. “If earnings
decline, then your P/E is actu-
ally higher than it looks.”

For signs that the stock
market might soon find a bot-

tom, investors are scrutinizing
signals from the Fed. Many be-
lieve stocks will struggle to
sustainably advance until the
central bank halts its rate-rais-
ing campaign.

Others are looking for indi-
cations that the market has
come to expect company prof-
its will be lower than today’s
forecasts suggest.

Jimmy Chang, chief invest-

ment officer at Rockefeller
Global Family Office, said a
shift in monetary policy fea-
tures prominently on his list
of potential reasons to become
more positive about risk as-

sets such as stocks.

“At a minimum you want
the Fed to be neutral, not
tightening,” Mr. Chang said.
“That’s the bare minimum, and
we’re not there yet.”

SEC Charges Crypto Platform

By Vicky GE HuaNG

The Securities and Ex-
change Commission said Mon-
day that it charged 11 individ-
uals with creating and
promoting a fraudulent plat-
form that operated as a global
crypto pyramid and Ponzi
scheme.

The platform in question,
Forsage, raised more than
$300 million from millions of
individual investors worldwide
since it was launched in Janu-
ary 2020. Forsage’s four

founders—Vladimir  Okhot-
nikov, Jane Doe (also known
as Lola Ferrari), Mikhail Ser-
geev, and Sergey Maslakov—
were among those charged
and were last living in Russia,
the Republic of Georgia and
Indonesia, according to the
SEC complaint.

Forsage purportedly al-
lowed millions of individual
investors to enter into trans-
actions via smart contracts, or
self-executing computer pro-
grams, created by the found-
ers and operated on the

Ethereum, Tron, and Binance
blockchains.

The SEC said the founders
raised funds from individual
investors in the U.S. and
across the world through the
“unregistered offer and sale of
securities in Forsage.”

To amplify its reach to po-
tential investors, the SEC said
Forsage also engaged U.S. in-
dividuals to aggressively pro-
mote the platform on social
media and its own website,
members of a network that
calls itself “Crypto Crusaders.”

Forsage With Ponzi

The network had more than
75,000 subscribers from its
YouTube channel and Face-
book group, according to the
SEC.

However, the SEC said, For-
sage has “no apparent source
of revenue other than funds
received from investors,” and
the primary way for investors
to make money was to recruit
others into the scheme.

The SEC described For-
sage’s business model as a
“textbook pyramid and Ponzi
scheme.”

Forsage couldn’t be reached
to comment.

In September 2020, the Se-
curities and Exchange Com-
mission of the Philippines is-
sued a cease-and-desist action
against Forsage for operating
as a fraud. In March 2021, the
Montana Commissioner of Se-
curities and Insurance fol-
lowed suit.

But the defendants alleg-
edly continued to promote the
scheme while denying the reg-
ulators’ claims in several You-
Tube videos and elsewhere,

Scheme

according to the SEC.

Two of the promoters who
were charged by the SEC,
Samuel D. Ellis and Sarah L.
Theissen, didn’t admit or deny
the allegations. They agreed to
settle the charges and to be
permanently enjoined from vi-
olating federal securities laws
and engaging in certain fur-
ther conduct.

Both Mr. Ellis and Ms.
Theissen also agreed to pay
civil penalties subject to court
approval, according to the
complaint.

RANDALL HILL/REUTERS
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