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What’s

News

Business & Finance

usk fired several Twit-

ter executives after com-
pleting his takeover of the
company, according to people
familiar with the matter, cap-
ping an unusual corporate
battle and setting up the so-
cial-media platform for po-
tentially broad change. Al, Bl

4 The U.S. economy grew
in the third quarter but
showed signs of a broad slow-
down as consumer and busi-
ness spending faltered. Al

# Mortgage rates topped
7% for the first time in 20
years, the latest milestone in
a climb that has all but para-
lyzed the housing market. Al

# The ECB raised interest
rates by three-quarters of
a percentage point but sig-
naled mounting concerns
about economic growth. A6

4 Amazon projected sales in
the current quarter would
be far below expectations.
Its shares slid after hours. Al

@ Credit Suisse plans to
cut thousands of jobs and
raise around $4 billion in
fresh capital as it funds a
retreat from Wall Street. Bl

@ Apple reported record
revenue for its latest quar-
ter, continuing a pan-
demic-fueled streak. Bl

4 Meta Platforms lost a
quarter of its market value
on Thursday in the wake
of its earnings report. Bl

¢ The Nasdaq and S&P 500
posted declines of 1.6% and
0.6%, respectively, while
the Dow gained 0.6%. B11

4 Intel has embarked on a
cost-cutting push as the chip
maker tries to navigate a
drop in demand for PCs that
has weighed on earnings. Bl

World-Wide

—  ————

4 The Biden administration
unveiled a new defense
strategy, casting China as the
greatest danger to American
security and calling for an ur-
gent effort to build the mili-
tary capabilities to deter Bei-
jing in the decades to come. A4

# Russia said it could target
U.S. commercial satellites if
they are used to help Ukraine,
expanding its threats of re-
prisals to a new theater. A8

4 The Justice Department
and the SEC are investigating
whether Tesla misled con-
sumers and investors about
how its advanced driver-assis-
tance system performed. A2

4 High interest in early
voting across America is
signaling that this year’s
elections could meet or
possibly exceed 2018’s re-
cord midterm turnout. A4

4 A Tennessee man re-
ceived a 7%-year prison
sentence for dragging a po-
lice officer into a mob of ri-
oters during the Jan. 6, 2021,
attack on the U.S. Capitol. A3

4 Lawyers for Trump ap-
peared in court for a closed-
door proceeding as prose-
cutors press for the return
of what they believe to be
more government docu-
ments in his possession. A4

4 Sen. Menendez is fac-
ing a Justice Department
investigation, according to
a representative for the
New Jersey Democrat. A3

4 The DOJ is investigating
how poultry companies pay
their chicken farmers, the
latest move to clamp down
on a system that has been
criticized by some farmers. B2
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Economic output grew in the third quarter, driven by energy
exports. Consumer spending, business investment and the
housing market faltered, signs of a broader slowdown.
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Economy Grows Amid Risks

By SARAH CHANEY CAMBON

The U.S. economy grew in
the third quarter but showed
signs of a broad slowdown as
consumer and business spend-
ing faltered under high infla-
tion and rising interest rates.

Gross domestic product—a
measure of goods and services
produced across the nation—
grew at a 2.6% annual rate in
the third quarter after declin-
ing in the first half of the year,
the Commerce Department

said Thursday.

Trade contributed the most
to the third quarter’s turn-
around as the U.S. exported
more oil and natural gas with
the Ukraine war disrupting
supplies in Europe. Consumer
spending, the economy’s main
engine, grew but at a slower
pace than in the prior quarter.

Businesses slashed spend-
ing on buildings, however, and
residential investment fell at a
26.4% annual rate, the depart-
ment said.

U.S. stocks ended the day
mixed after the data and some
earnings reports. The Dow
Jones Industrial Average
gained 0.6%, helped by Cater-
pillar results. The S&P 500 fell
0.6% and the tech-focused
Nasdaq lost 1.6%.

Economic uncertainty is
growing and many economists
are worried about the possibil-
ity of a recession in the com-
ing 12 months. They expect
the Federal Reserve’s efforts
to combat high inflation by

raising interest rates will fur-
ther weigh on the economy.
“The overall state of the
economy is deteriorating and
a lot of it is just the weight of
elevated inflation and higher
interest rates,” said Richard F.
PleaseturntopageA6

@ ECB raises rates by another
0.75 POINt.cnveermsseresssersssssssssesens A6

@ New jobless claims increase
slightly but remain low....... A6

@ Heard on the Street: Can
demand withstand rates?.. B12

Mortgage Rates Hit 20-Year High

By BEN EISEN

Mortgage rates topped 7%
for the first time in 20 years,
the latest milestone in a rapid
climb that has all but para-
lyzed the housing market.

The rate on a 30-year fixed
mortgage averaged 7.08% this
week, according to a survey of
lenders by mortgage giant
Freddie Mac.

Just seven weeks ago, the
rate was below 6%. A year ago,
it was just over 3%.

The last time mortgage
rates were this high, the dot-
com bubble had recently
burst. Rates were on the way
down. They were in the middle
of a four-decade stretch in
which they mostly fell, under-
pinning the growth of the
modern mortgage market and

boosting the rate of home-
ownership.

Interest rates reversed
sharply this year, pushed up
by the Federal Reserve’s ag-
gressive rate increases meant
to curb inflation.

The monthly cost of bor-
rowing to buy a home has
surged because of the addi-
tional interest buyers must
pay at higher rates. That is on

top of a pandemic housing
boom that pushed prices up
sharply.

A buyer who puts 20%
down on a median-priced
home would have a monthly
payment of $2,300, according
to listings website Real-
tor.com. That is up nearly 80%
from a year ago, when the
monthly payment was $1,300.

PleaseturntopageA6

Musk
Acquires
Twitter,
Fires

Its Chiefs

Billionaire completes
deal for social-media
platform that he has
pledged to transform

By LAUREN THOMAS
AND ALEXA CORSE

Elon Musk fired several
Twitter Inc. executives after
completing his takeover of the
company, according to people
familiar with the matter, cap-
ping an unusual corporate bat-
tle and setting up one of the
world’s most influential social-
media platforms for poten-
tially broad change.

Mr. Musk fired Chief Execu-
tive Parag Agrawal and Chief
Financial Officer Ned Segal af-
ter the deal closed, the people
said. Mr. Musk also fired Vi-
jaya Gadde, Twitter’s top legal
and policy executive, and Sean
Edgett, general counsel.
Spokespeople for Twitter
didn’t comment.

Hours after those actions,
Mr. Musk tweeted: “the bird is
freed” in an apparent refer-
ence to Twitter, which has a
blue bird as its logo.

Mr. Musk first agreed to
buy Twitter in April for $44
billion, then threatened to
walk away from the deal, be-
fore reversing course again
this month and committing to
see through the acquisition.
He previously indicated un-
happiness with some of the
top ranks at Twitter, at one
point responding to a tweet
from Mr. Agrawal with a poop
emoji. He also used the site to
mock Ms. Gadde, the top legal
boss, tweeting an image over-
laid with text that repeated
allegations Twitter had a left-
wing political bias.

It wasn’t immediately clear
who would step into the top
positions left vacant by Thurs-
day’s exits. CNBC earlier re-
ported the departures of Mr.
Agrawal and Mr. Segal.

The deal, in which Twitter
will again become a private
company, adds to Mr. Musk’s

PleaseturntopageA2

¢ Madison Avenue isn’t sold on
Musk’s Twitter takeover..... Bl

Putin
Denies
Nuclear
Threat

Russian President
Vladimir Putin said
at a policy
conference in
Moscow on
Thursday that his
country had no
intention of using
nuclear weapons
in Ukraine,
suggesting it was
speculation. A8
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Brace Yourself,
Phillies Are

In Series

* * *

Markets tremble
when Philadelphia

team wins

By WiLLIAM POWER

The Philadelphia Phillies are
in the World Series. Hold on to
your wallets.

When Philadelphia baseball
teams do well, in a pattern that
has held for a century, financial
markets tend to strike out. It
started with the old Philadel-
phia Athletics (before they left
town). Their 1929 championship
preceded the stock crash and

PleaseturntopageA2

Prisoner Swap
Intensified Rivalry

— ————

The arrest of a Chinese executive to stand
trial in U.S. opened a new era of acrimony

4:30 a.m., Sept. 25, 2021,
Tianjin, China

A pair of prison vans ap-
proached the terminal at
Tianjin Binhai International

By Drew Hinshaw,
Joe Parkinson
and Aruna Viswanatha

Airport carrying two Canadi-
ans, blindfolded and disori-
ented from 1,019 days in cap-
tivity. On the moonlit
tarmac, an unmarked U.S.
Gulfstream jet waited to take

them home. Nearby, the Ca-
nadian ambassador paced
the carpeted lounge.

Fifteen time zones away,
an Air China Boeing 777
stood ready at Vancouver In-
ternational Airport. Armed
officers of the Royal Cana-
dian Mounted Police kept
watch in the terminal. A Chi-
nese executive in Manolo
Blahnik heels strode past
them, carrying a bag with a
Carolina Herrera dress
shaded the same vibrant red

PleaseturntopageAl2

Amazon Lowers
Forecast for Sales

By SEBASTIAN HERRERA

Amazon.com Inc. projected
sales in the current quarter
would be far below expecta-
tions, sending its stock plung-
ing and offering the latest
stark sign of how shifting eco-
nomic forces are battering
tech giants that thrived during
the pandemic.

The company said Thursday
that sales in the third quarter
that ended in September rose
15% from a year earlier, while
net income was $2.9 billion—its
first quarterly profit in 2022,
though still a 9% decline from
the same period last year.

The e-commerce giant jolted
investors with its projection for

revenue of $140 billion to $148
billion in the current period—
analysts had expected more
than $155 billion, according to
FactSet. Amazon, which said
the estimate includes a sizable
hit from foreign-exchange fac-
tors, also said it anticipated op-
erating income of anywhere be-
tween zero and $4 billion,
reflecting the uncertainty loom-
ing over what is traditionally
its biggest quarter of the year

Pleaseturntopage A4

@ Apple reports record revenue,
beating estimates.....emmmeees Bl

¢ Meta loses a quarter of its
market Value.......esmmssees Bl

@ Nasdaq, S&P 500 fall amid
tech firms’ earnings........ B11
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Red-hot market in
Austin, Texas, cools
down, giving buyers
the upper hand. m1

SPORTS
Women’s soccer ends
year marked by
growth—and specter
of old problems. A16
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U.S. Probes Tesla Statements on Autopilot

Justice Department,
SEC examine if firm
misled public about its
driver-assistance tech

By DAVE MICHAELS
AND REBECCA ELLIOTT

WASHINGTON—Federal
prosecutors and securities
regulators are investigating
whether Tesla Inc. misled con-
sumers and investors about
how its advanced driver-assis-
tance system performed, ac-
cording to a person familiar
with the matter.

The Justice Department is
looking at statements that
Tesla and its executives made
about the safety and function-
ality of the system known as
Autopilot, the person said. The
Securities and Exchange Com-
mission is conducting a simi-
lar civil investigation, people
familiar with the matter said.

Tesla didn’t respond to re-
quests to comment.

The company’s Autopilot
system is among the most
well-known advanced driver-
assistance systems and comes
standard on new Teslas. The
technology helps drivers with
tasks such as steering and
maintaining a safe distance
from other vehicles on the
highway, but doesn’t make
cars autonomous.

The U.S. auto-safety regula-
tor and the California Depart-
ment of Motor Vehicles also
have been stepping up scru-
tiny of Autopilot.

Tesla tells drivers using
Autopilot to pay attention to
the road and to keep their
hands on the wheel, but the
company’s public messaging
has at times appeared incon-
sistent with that guidance.
Some, including the California
DMV, have said the language
Tesla uses to describe its
technology risks giving driv-
ers an outsize impression of
its capabilities.

The Justice Department’s
criminal investigation involves

A Tesla vehicle with Autopilot in Westminster, Calif,, in March.

authorities in Washington and
San Francisco, the person said.
The SEC has authority to civ-
illy enforce investor-protec-
tion laws.

The SEC’s probe hasn’t
been previously reported. Reu-
ters earlier reported the Jus-
tice Department’s criminal in-
vestigation.

A Justice Department

spokeswoman and an SEC
spokeswoman declined to
comment.

The National Highway Traf-
fic Safety Administration, the
federal auto-safety regulator,
launched an investigation of
Autopilot last year after a se-
ries of crashes involving Tes-
las and first-responder vehi-
cles stopped at emergency
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scenes. The agency recently
escalated that probe. This
summer, the California DMV
accused Tesla of falsely adver-
tising its vehicles as autono-
mous. Tesla has requested to
be heard on the matter, re-
cords show.

Tesla has said driving with
Autopilot engaged is safer
than doing so without it. The
company points to internal
data showing that crashes
have been less common when
drivers were using Autopilot,
though some researchers have
criticized Tesla’s methodology.

The SEC and Justice De-
partment have a long history
of investigating Tesla and its
chief executive, Elon Musk.
Tesla in 2018 settled an inves-
tigation that alleged Mr. Musk
misled shareholders—through
statements he wrote on Twit-
ter—about his ability and
plans to take Tesla private for
$420 a share.

Tesla and Mr. Musk settled
the claims by paying $20 mil-
lion each, and Mr. Musk was

forced to step down as the
company’s chairman. He also
agreed to have company law-
yers pre-approve any of his
tweets that related to material
information such as Tesla’s
new products, performance,
projections and potential ac-
quisitions or mergers.

Tesla has said in securities
filings that federal prosecutors
also investigated Mr. Musk’s
take-private tweets and corpo-
rate statements about the pro-
duction rates for its Model 3
vehicle. Prosecutors haven’t
sought any more information
on those subjects since Tesla
last provided records in May
2019, the company said.

The SEC has also investi-
gated Mr. Musk over his tardy
disclosure of his personal
stake in Twitter Inc., as well
as Tesla share sales by Mr.
Musk and his brother, Kimbal
Musk, made around the time
that Mr. Musk polled Twitter
about whether he should un-
load 10% of his stake in the
electric-car maker.

Musk

Completes
Twitter Buy

Continued from Page One

expansive business reach,
which also includes running
Tesla Inc., the world’s most
valuable car maker, and rocket
company Space Exploration
Technologies Corp., or SpaceX,
among other endeavors.

Mr. Musk, who had become
Twitter’s largest individual
shareholder, previously said he
would pay for the acquisition
mostly with cash, some con-
tributed by co-investors, and
$13 billion in debt.

There were signs this week
indicating that Mr. Musk was
moving closer to acquiring the
social-media platform by Fri-
day’s 5 p.m. deadline. Banks
started sending money back-
ing the deal, The Wall Street

Journal reported. Mr. Musk
also changed his Twitter bio
to “Chief Twit,” showed him-
self walking into the San Fran-
cisco headquarters of the so-
cial-media platform, and
issued a statement on Twitter
explaining his vision for the
site to advertisers.

Closing the deal ends a
monthslong saga of whether
Mr. Musk would or wouldn’t
purchase the company. The
deal also puts one of the

$13B

Debt that will be used to
finance the acquisition

world’s most prominent so-
cial-media platforms under the
control of the world’s richest
person, with implications for
the future of online discourse.

A self-described free-speech
absolutist, Mr. Musk has

Twitter’s offices in San Francisco, which Mr. Musk visited this week.
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pledged to limit content mod-
eration in favor of emphasiz-
ing free speech. However, that
approach risks causing con-
flicts with some advertisers,
politicians and users who
would prefer a more moder-
ated platform.

In a message to advertisers
on Twitter on Thursday, Mr.
Musk said he was buying the
company to “have a common
digital town square, where a
wide range of beliefs can be
debated in a healthy manner.”
He said Twitter “cannot be-
come a free-for-all hellscape,
where anything can be said
with no consequences!”

Mr. Musk said the platform
must be “warm and welcoming
to all” and suggested it could let
people “choose your desired ex-
perience according to your pref-
erences, just as you can choose,
for example, to see movies or
play video games ranging from
all ages to mature.”

Mr. Musk’s decision to go
through with the Twitter take-
over came two weeks before a
trial in Delaware was set to be-
gin over the stalled deal. The
judge agreed to pause the litiga-
tion, granting a request by Mr.
Musk for more time to complete
the takeover. The judge gave
Mr. Musk until Oct. 28 to follow
through, or said she would
schedule a November trial.

Mr. Musk offered in April to
buy Twitter for $54.20 a
share—higher than the com-
pany was valued at the time.
In the months since the deal
was struck, Twitter has faced
efforts by Mr. Musk to aban-
don the deal, a whistleblower
complaint in which Twitter’s
former head of security ac-
cused the company of security
and privacy problems, and un-
successful talks to negotiate a
lower price with Mr. Musk.

—Erin Mulvaney
contributed to this article.

U.S. WATCH

CALIFORNIA

Developer in College
Scam Dies by Suicide

Robert Flaxman, a Southern
California real-estate developer
who pleaded guilty to a federal
fraud conspiracy charge for
cheating to get his daughter into
college, has died.

Mr. Flaxman, 66 years old,
died Oct. 20 by suicide, accord-
ing to the Los Angeles County
Medical Examiner-Coroner.

Mr. Flaxman, chief executive of
Costa Mesa, Calif-based Crown
Realty & Development, was
among more than three dozen
parents charged in the Varsity
Blues investigation in 2019. He
admitted to conspiring to fix his
daughter’s ACT score.

He was sentenced in October
2019 to one month in prison, one
year of supervised release, 250
hours of community service and
ordered to pay a $50,000 fine. He
served his time at a federal
prison in Arizona in 2019.

—Melissa Korn

HOLIDAY PREP: A harvest was un

WASHINGTON, D.C.

GOP Report on Covid
Origin Points to Lab

The Covid-19 pandemic that
has killed millions worldwide
“was most likely the result of a
research-related incident” in
China, and not natural transmis-
sion of a virus from animal to
human, a new report by Republi-
cans on the Senate health com-
mittee concludes.

The study cites details about
the early spread of the SARS-
COV-2 virus, which causes Covid;
the fact that no animal host has
been identified nearly three
years into the pandemic; and
troubled biosafety procedures at
labs in the Chinese city of Wu-
han to buttress its conclusion.

The 35-page report by Repub-
lican committee staff acknowl-
edges that definitive conclusions
about the pandemic’s origins are
impossible without more evi-
dence. China has repeatedly de-
nied a lab leak was involved.

—Warren P. Strobel

Phillies
Spell
Doom

Continued fromPage One
Great Depression. In 1980, the
Phillies won their first World
Series, and a recession raged
right through 1983, when the
team again got to the final
round and lost. The Phils won
the World Series a second time
in 2008, and boom: a home-run
financial crisis.

Now, the scrappy Phils will
be back on the big stage against
the favored Houston Astros,
and it is as if this struggling
economy already knew it was
going to be in trouble.

“The Astros must save
America’s economy,” tweeted
one follower of the finance-fo-
cused Morning Brew newsletter,
which commented on the his-
torical phenomenon in Septem-
ber, even before the Phillies had
made the playoffs. Another la-
mented the Phillies’ victory on
Sunday over the San Diego Pa-
dres, which vaulted them into
the World Series: “PADRES
COULD HAVE STOPPED THE
INCOMING RECESSION.”

Of course, this analysis has
as much scientific basis as the
team’s claim that the Phillie
Phanatic mascot is a large
flightless bird from the Galapa-
gos Islands.

But investors, especially in

rough markets, like to think
there is dark magic causing
their pain (rather than simply
the fundamentals of the econ-
omy or their bad bets). And
sports fans don’t mind anything
that seems to throw a little cold
water on Philadelphia. So now,
we have the Phillies Indicator.
In 2008, when the Phils were
on their way to a championship,
the Philadelphia Inquirer won-
dered if a victory could be a
“harbinger of economic doom.”
Locally based analysts at seri-
ous-minded Moody’s Econ-
omy.com postulated then that
the team’s success could be a
“leading economic indicator.”
Mark Zandi, chief economist
at what is now called Moody’s

i i

The Phillies celebrate the victory that took them to the World Series and could doom the economy.

Analytics, speculates that be-
cause the Phillies have won the
World Series so few times,
when they do, “It is clear some-
thing is off the rails in the cos-
mos.” As a Philadelphia native,
he says he will cheer a Phillies
championship, “but I will also
be buckling in.”

Morning Brew tweeted about
the Phillies quirk on Sept. 21,
then revisited the topic as the
team continued to win. Neal
Freyman, its managing editor,
says he knew the thing had
traction when his mother
called, reporting that the topic
was just brought up at a busi-
ness meeting by colleagues, un-
aware that her son gets some of
the credit/blame.

In sports and markets, he
says, “A lot of people are super-
stitious and like to cling on to
narratives and try to explain
the unexplainable.”

What does Citizens Financial
Group Inc. think? The Phillies’
stadium, Citizens Bank Park, is
named after its retail banking
arm. Might winning at baseball
mean losing at finance?

“Coincidences are interest-
ing, but sliding into a possible
downturn has nothing to do
with the Phillies,” says Bruce
Van Saun, chairman and chief
executive officer of Citizens, af-
ter praising the team’s grit. “We
look forward to hosting a World
Series victory while continuing
to root for our economy.”

MICHAEL REAVES/GETTY IMAGES

The Phillies declined to com-
ment. (Baseball teams get su-
perstitious during a positive
run.)

Sam Stovall, chief equity
strategist at investment-re-
search firm CFRA Research in
New York, notes there is a re-
verse correlation here. Phillies
pain might mean stock gains.
The markets did well, rising
14.6%, in 1964—that awful base-
ball year for Philadelphia when
the team blew an almost-sure
berth in the World Series, scar-
ring a generation of fans.

Mr. Stovall has a soft spot
for fanciful indicators. His late
father, Robert Stovall, popular-
ized the Super Bowl Predictor,
which predicts a given year’s
stock market based on results
of the Super Bowl. Stocks seem
to go up for the year when an
original National Football
League team wins, and down if
the winner is originally from
the old, premerger American
Football League (which is why
the many wins by the New Eng-
land Patriots are bearish for
stocks).

The indicator hasn’t worked
as well in recent years, but it
nonetheless has been right after
41 of the 55 Super Bowls, a 75%
rate. That is better than a lot of
economists’ predictions.

Phillies supporters, mean-
while, think the team should
keep winning without apology.

Ruben Amaro Jr., a former
Phillies player and general man-
ager, now a baseball commenta-
tor, says, “The world needs Phil-
lies joy in times of financial
stress.”

BRIAN SNYDER/REUTERS

OBITUARY

Goldberg, a Figure
In Clinton Scandal, 87

Lucianne Goldberg, a literary
agent and key figure in the 1998
impeachment of President Bill
Clinton over his affair with Mon-
ica Lewinsky, has died at 87.

Ms. Goldberg’s son, Jonah
Goldberg, posted Thursday on
Twitter that his mother died
Wednesday at her home.

Ms. Goldberg, a conservative
activist whose agency special-
ized in right-wing books, gained
national prominence for advising
her friend Linda Tripp to secretly
tape Ms. Tripp’s conversations
with Ms. Lewinsky, a former
White House intern who had
been involved in a sexual rela-
tionship with Mr. Clinton.

Ms. Tripp’s 20 hours of tapes
of her conversations with Ms.
Lewinsky were crucial to special
prosecutor Kenneth Starr’s in-
vestigation of Mr. Clinton over
his affair with Ms. Lewinsky.

—Associated Press
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Health
Premiums
Are Poised
To Rise

By ANNA WILDE MATHEWS

The average cost of em-
ployer health coverage for a
family this year is about
$22,000, a figure similar to
last year’s total, according to a
new survey that shows up-
ward pressure on healthcare
costs hasn’t yet broadly trans-
lated into higher premiums.

That will likely change next
year, as insurers renegotiate
contracts with hospitals and
other medical providers that
are seeking higher reimburse-
ments to cover their own ris-
ing expenses for labor and
other supplies.

UnitedHealth Group Inc. and
Elevance Health Inc., parents of
large health insurers, said on
earnings calls earlier this month
that they were seeing inflation-
ary trends and taking steps to
price coverage accordingly.

Premiums for many individ-
ual and small-business plans
are also expected to rise
sharply next year.

For 2022, annual premiums
for an employer-provided fam-
ily plan were $22,463, which
wasn’t a statistically significant
change from $22,221 last year,
according to an annual survey
of employers by the nonprofit
Kaiser Family Foundation.

Employees paid $6,106 of
the total this year, with the
rest of the cost borne by the
employers, according to the
Kaiser survey. The amount of
the employee contribution was
$5,969 in 2021.

The average cost of an em-
ployer health plan for an indi-
vidual for 2022 was $7911,
compared with $7,739 last year.

The Kaiser survey found
that employers, grappling with
a tight labor market in many
fields but relatively steady
premiums, held off on signifi-
cantly raising deductibles.

The survey was conducted
between February and July
2022 and drew responses from
2,188 employers.

Average annual premiums for
employer-provided health
insurance

Family coverage
$22,463 (2022)

$20,000

15,000

10,000 Single coverage

$7,911(2022)
5,000
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Source: Kaiser Family Foundation

New York Tent Holds Few Migrants

With Venezuelans kept
in Mexico, fewer buses
arrive from the South;
complex to stay open

By ALiciA A. CALDWELL
AND JiMMY VIELKIND

A tent complex that New
York City opened last week for
up to 1,000 migrants is hous-
ing fewer than 50 people as
the flow of publicly funded
buses from border states to
the north has slowed.

Mayor Eric Adams ordered
the relief center on Randalls
Island to be built at a cost of
$325,000 soon after he de-
clared a state of emergency
earlier this month. Mr. Adams
said thousands of migrants ar-
riving on buses chartered by
the state of Texas and the city
of El Paso were overwhelming
New York’s social services.

The shelter complex’s open-
ing on Oct. 19 coincided with a
drop in the number of Venezu-
elan nationals entering the
U.S. illegally after the Biden
administration announced an
agreement to expel many of
them to Mexico, according to
border aid groups. Most mi-
grants who have traveled
north on buses in recent
months came originally from
Venezuela, in part because the
government-sponsored rides
brought them to cities with
large Venezuelan populations.

The slowdown has given a
reprieve to Democratic-run
cities including New York, Chi-
cago and Washington, D.C.,
that have in recent months
called for federal action to
manage the tens of thousands
of migrants sent on buses by
officials in Texas and Arizona.

The Republican governors
of those states have said that
the burden of caring for mi-
grants should be shared by
communities whose leaders
support President Biden’s bor-
der policies.

As of Wednesday morning,
there were 40 people in the
84,000-square-foot Randalls Is-
land complex, which has about
500 cots for single men in each
of two large tents in a stadium
parking lot, according to a per-

son briefed on its operation.

A Times Square hotel that
the city converted on Oct. 14
into a relief center for migrant
families is housing 218 fami-
lies with 759 individuals, the
person said.

Mr. Adams, a Democrat,
said Wednesday that his ad-
ministration wouldn’t release
exact figures but said the
number of arriving buses had
slowed from as many as eight
a day to one every few days.

“Clearly, the decompression
strategy is helping New York
City, Washington and Chi-
cago—we were receiving the

brunt of those buses in the
northern part of the country,”
Mr. Adams said.

The city established the
Randalls Island center as a
more efficient way to screen
arriving migrants and ease
crowding in the city’s estab-
lished shelter system. The mi-
grants pushed the population
of the city’s shelter system to
record levels, prompting offi-
cials to rent rooms in dozens of
hotels. More than 21,000 mi-
grants seeking asylum have en-
tered New York City’s shelter
system since the spring, and
16,000 are currently in shel-

ters, a city spokeswoman said.

One charter bus with mi-
grants arrived Tuesday, Mr.
Adams said. No buses with mi-
grants arrived at Manhattan’s
Port Authority Bus Terminal
on Sunday or Monday, accord-
ing to Power Malu, whose
group Artists Athletes Activ-
ists provides food, clothes and
other aid to migrants.

In Washington, assistance
groups didn’t receive any
buses last week, a significant
slowdown from the summer
months, when roughly 50 to
100 migrants were arriving on
a near daily basis, according
to aid workers there.

The city of El Paso, Texas,
announced last week that it
was no longer sending charter
buses to New York and Chicago,
a practice it started in late Au-
gust. The city ended its busing
program when the Biden ad-
ministration announced the re-
turn policy for Venezuelans.

Last week, four state-char-
tered buses with migrants left
Del Rio, Texas, but only one
has departed this week, said
Tiffany Burrow, who operates
a respite center for migrants
in the border city.

K

Amy Fischer, an official
with the Migrant Solidarity
Mutual Aid Network in Wash-
ington, said her aid group no-
ticed a slowdown in migrant
arrivals shortly before the Bi-
den administration announced
an agreement with Mexico
earlier this month to add Ven-
ezuelans to the list of people
who can be sent back across
the border under Title 42, a
public-health law put into ef-
fect during the pandemic. De-
tails of the plan emerged be-
fore it was announced by the
U.S. and Mexico.

Previously, most Venezue-
lan migrants who illegally en-
tered the U.S. were released in
the country to await a deci-
sion on their requests for asy-
lum, a process that can take
years.

The federal government
hasn’t yet released data on ap-
prehensions of migrants who
crossed the border illegally in
October.

New York City officials said
they plan to keep the Randalls
Island complex open so they
are better prepared if the
number of migrants arriving
on buses increases again soon.

Capitol Rioter Who Assaulted Officer Gets 7% Years

By JAN WOLFE

WASHINGTON—A Tennes-
see man received a 7%-year
prison sentence for dragging a
police officer into a mob of ri-
oters on Jan. 6, 2021, the sec-
ond-most severe punishment
handed down for a defendant
linked to that day’s attack on
the Capitol.

Calling him one of the
“most serious offenders” dur-
ing the Capitol riot, U.S. Dis-
trict Judge Amy Berman Jack-
son imposed the 90-month

sentence on Albuquerque
Cosper Head during an emo-
tional court hearing Thursday
in the District of Columbia.

Mr. Head, a 43-year-old
construction worker, pleaded
guilty in May to participating
in a group attack on Michael
Fanone, a former Washington
Metropolitan Police Officer.
Mr. Fanone has spoken exten-
sively about the attack and the
injuries he sustained, includ-
ing a heart attack and a trau-
matic brain injury.

According to a recent Jus-

tice Department court filing,
Mr. Head “forcibly dragged Of-
ficer Fanone into the riotous
mob” and “continued to re-
strain Officer Fanone while an-
other rioter applied a Taser to
the base of the officer’s skull.”

Judge Jackson called Mr.
Head’s actions “some of the
darkest acts committed on one
of our nation’s darkest days,”
adding that he went after the
officer like he was “prey” and
a “trophy.”

Mr. Head will receive credit
for time spent in custody since

his arrest in April 2021.

The Justice Department had
asked Judge Jackson to im-
pose the maximum potential
sentence of 96 months, citing
Mr. Head’s criminal history,
which includes convictions for
domestic violence and approx-
imately 45 arrests.

Mr. Head’s lawyer, G. Nicho-
las Wallace, argued unsuccess-
fully for a 60-month sentence,
saying his client was “embar-
rassed and remorseful” and
has accepted responsibility for
his actions.

Mr. Head’s fiancée, who
cried in the courtroom gallery
during the hearing, wrote a
letter to the judge describing
the harm Mr. Head’s arrest has
caused their daughters.

Mr. Head declined to ad-
dress the court.

Kyle Young, another man
who joined in the attack on
Mr. Fanone, received a seven-
year sentence at a hearing last
month. Another man who as-
saulted police on Jan. 6,
Thomas Webster, is serving a
10-year prison sentence.

Sen. Menendez Under

Federal Investigation

By JAMES FANELLI
AND CORINNE RAMEY

The Justice Department is
investigating Sen. Bob Menen-
dez, according to a representa-
tive for the New Jersey Demo-
crat, five years after federal
public-corruption charges
against him fell apart.

“Senator Menendez is
aware of an investigation,”
said Michael Soliman, a politi-
cal consultant and adviser to
Mr. Menendez, adding that he
didn’t know the scope of the
probe. “As always, should any
official inquiries be made, the
senator is available to provide
any assistance that is re-
quested of him or his office.”

It is unclear what conduct
the Justice Department is ex-
amining, or if the matter is re-
lated to the previous case
against Mr. Menendez. It is
also unclear how long the
probe has been under way.

A spokesman for the U.S.
attorney’s office in Manhattan,
which is leading the investiga-
tion, declined to comment.

The investigation was re-
ported earlier by the news site
Semafor.

In 2015, Mr. Menendez and
a Florida ophthalmologist, Sal-
omon Melgen, were indicted
on charges in an alleged brib-
ery scheme. Prosecutors al-
leged Mr. Menendez accepted
about $1 million in gifts from
Mr. Melgen in exchange for
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Sen. Bob Menendez (D., N.J.)

helping the ophthalmologist
with Medicare-billing disputes
and visa applications for his
girlfriends.

A federal judge declared a
mistrial in 2017 after the jury
said it couldn’t reach a ver-
dict.

Prosecutors initially said
they would retry the case. Af-
ter a judge acquitted Mr. Me-
nendez and the doctor of some
charges, the Justice Depart-
ment in 2018 said it wouldn’t
retry the case on the remain-
ing counts.

The department at the time
said it made the choice be-
cause of the partial acquittal
and its impact on the evidence
admissible in a retrial.

©2022

=
©
)
23
<3
<
o~
&}

L .

-

-—

‘GRAFTS

THE MOST FABULOUS JEWELS IN THE WORLD

&

OSCAR B.CASTILLO FOR THE WALL STREET JOURNAL (2)



P2JW301000-4-A00400-16DDF61078D

A4 | Friday, October 28, 2022

PWILCI01112HTGKRFAMI12345¢6728901XX

* %k kK

THE WALL STREET JOURNAL.

U.S. NEWS

SAUL LOEB/AGENCE FRANCE-PRESSE/GETTY IMAGES

President Biden discussing national security with senior defense officials at the White House this week.

Defense Strategy Casts
China as Greatest Threat

Administration warns
Beijing is seeking to
erode U.S. alliances,
has cyberattack ability

By MiCHAEL R. GORDON
AND BRETT FORREST

The Biden administration
unveiled a new defense strategy
Thursday, casting China as the
greatest danger to American se-
curity and calling for an urgent,
concerted effort to build the
military capabilities to deter
Beijing in the decades to come.

The strategy document
warns that China is seeking to
undermine U.S. alliances in the
Indo-Pacific, is engaging in co-
ercive activity on Taiwan and
is posing a potential threat to
the U.S. homeland through its
ability to mount cyberattacks
against the U.S. industrial base
and the system used to mobi-
lize American forces.

“The PRC remains our most
consequential strategic com-
petitor for the coming de-
cades,” Defense Secretary
Lloyd Austin wrote in the in-
troduction to the strategy, re-
ferring to the People’s Republic
of China. “I have reached this
conclusion based on the PRC’s
increasingly coercive actions
to reshape the Indo-Pacific re-
gion and the international sys-
tem to fit its authoritarian

preferences, alongside a keen
awareness of the PRC’s clearly
stated intentions and the rapid
modernization and expansion
of its military.”

The national defense strat-
egy, which is mandated by Con-
gress, is issued every four years
as the Pentagon plans what
forces to develop for the future
and sets priorities among a
multitude of potential threats.

The document was released
along with two companion re-
views: one on the U.S.’s nu-
clear doctrine and programs,
the other on efforts to protect
American territory and forces
from enemy missiles.

The defense strategy de-
scribes Russia as an “acute”
threat because of its invasion of
Ukraine and bellicose hints that
it could employ nuclear weap-
ons. The formulation suggests
that Russia is a major worry but
a more transitory danger than a
rising China with its large econ-
omy and growing military.

Both China and Russia, the
document notes, pose a
greater threat to the U.S.
homeland than foreign terror-
ists because of their cyberwar-
fare and space capabilities,
which the strategy document
said could threaten the defense
industrial base, the military
mobilization system and Global
Positioning System technology
“that support military power
and daily civilian life.”

The Trump administration’s
national defense strategy, is-
sued in January 2018, similarly
presented China and Russia as
the two principal threats con-
fronting the U.S. But Biden ad-
ministration officials said their
document took the Trump-era
strategy as a starting point
and is giving greater emphasis
to China’s ambitions.

An array of former officials
from Democratic and Republi-
can administrations, as well as
lawmakers, are questioning
whether the Pentagon is mov-
ing quickly enough to restruc-
ture the armed forces and pre-
pare for the decade ahead.

“The issue confronting the
Defense Department now is
less about strategy formula-
tion than strategy execution,”
said Jim Mitre, who helped
prepare the 2018 defense
strategy and now serves as di-
rector of the International Se-
curity and Defense Policy Pro-
gram at Rand Corp., a
nonpartisan research organi-
zation. “The principal problem
is whether the department can
make the necessary changes to
execute its strategy in time.”

At issue isn’t only whether
the Pentagon will field the
new cutting-edge weapons it
says will transform the U.S.
military’s ability to defend al-
lies and partners in the Pacific
by the 2030s. There is also
concern among the former of-

ficials and military-affairs spe-
cialists about the Pentagon’s
ability to deter Chinese ag-
gression over the next five
years—when China’s military
is projected to be more capa-
ble but before the U.S. fields
those new technologies and
armaments and strengthens
its regional posture.

“A critical piece of the de-
terrence puzzle is still missing:
a focused Department of De-
fense-wide effort to dramati-
cally accelerate and scale the
fielding of new -capabilities
needed to deter China over the
next five years,” Michéle
Flournoy, the top policy official
at the Pentagon during the
Obama administration, and Mi-
chael A. Brown, a former se-
nior Defense Department offi-
cial from 2018 to 2022, wrote
last month in Foreign Affairs.

“The Pentagon is develop-
ing both offensive and defen-
sive capabilities that will take
decades to design, build, and
deploy. But emerging dual-use
technologies are changing the
character of warfare much
faster than that,” they wrote.

A senior Defense Depart-
ment official, in a briefing to
reporters Thursday, rejected
that criticism, saying that the
billions of dollars the Penta-
gon is spending on military
readiness shows that it is at-
tentive to the need to “manage
risk in the near term.”

Early Voting Signals
High Midterm Turnout

By CHAD DAy

High interest in early vot-
ing across America is signaling
meet or possibly exceed 2018’s
record midterm turnout.

More than 13 million ballots
election through Wednesday, a
higher pace of early voting
than seen across many states
data from the U.S. Elections

Project and
2 ()2 2 the Associ-

Overall,
ELECT'ON votes cast

by mail are
ballots reported by election of-
ficials countrywide, though
some states such as hotly con-
people are voting early in per-
son—are bucking that trend.

People who study elections
of several factors pointing to-
ward robust midterm turnout,
including a highly polarized
expansion of early voting in
key states and higher turnout
in the previous cycles creating
in the habit of casting ballots.

Numerous surveys, includ-
ing The Wall Street Journal’s
poll, have found voter enthusi-
asm is high, with Republicans
having an edge over Demo-
90% of respondents said they
would definitely vote this year.
About 57% of those surveyed
tion as more important than
past midterms.

Because of how early vote
2018, it is difficult to compare
this year with the same point
in time four years ago. But

that this year’s elections could
had been cast in the general
four years ago, according to

ated Press.
making up the majority of the
tested Georgia—where many
say the high early vote is one
and enthusiastic electorate,
a larger pool of voters who are
latest and a recent NBC News
crats. In the Journal’s poll,
in the NBC poll rated this elec-
statistics were reported in
historical numbers from the

AP and political-data firms
suggest this year’s early vote
is at least 1 million and poten-
tially 3 million higher than it
was 12 days out from Election
Day in 2018.

If those patterns continue
through Election Day, the 2022
election would be the third in a
row with high turnout.

“We’ve had back-to-back re-
cord turnouts for modern elec-
tions. It makes sense then that
we have entered this period of
higher turnout,” said Michael
McDonald, a political-science
professor at the University of
Florida who leads the U.S.
Elections Project.

Across the country, more
registered Democrats than Re-
publicans have already voted,
data from states with party
registration and tracked by the
U.S. Elections Project show.
That is likely a sign that GOP
supporters are more likely to
wait until Election Day to cast
their ballots, while Democrats
are more comfortable voting
by mail or early in person.

Some familiar trends are
surfacing in the available pub-
lic data, which is incomplete
because not all states release
the same information about
early voting trends.

States with closely watched
Senate races are seeing in-
creases in early voting com-
pared with past years either as
aresult of hotly contested races,
expanded early voting or both.

In Pennsylvania—where mail
voting was expanded in 2019
and Democratic Lt. Gov. John
Fetterman faces celebrity sur-
geon Mehmet Oz in a tight Sen-
ate contest—more than 685,000
ballots had been cast through
the mail as of Wednesday. That
is four times more than the
roughly 167,000 that were cast
in 2018 before the state law
changes, according to the AP.

—Joshua Jamerson
contributed to this article.
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Prosecutors, Trump Lawyers in Hearing on Documents

By SADIE GURMAN
AND ARUNA VISWANATHA

WASHINGTON—Donald
Trump’s lawyers appeared in
federal court for a closed-door
proceeding Thursday, as pros-
ecutors press for the return of
what they believe to be more
government documents in the
former president’s possession
and step up efforts to inter-
view people close to him, ac-
cording to people familiar
with the matter.

The lawyers, Jim Trusty,

Evan Corcoran and Lindsey
Halligan, declined to comment
as they left the courthouse in
Washington.

The Justice Department’s in-
vestigation into the potential
mishandling of classified docu-
ments at Mr. Trump’s Mar-a-
Lago resort has launched a
number of legal disputes since
Federal Bureau of Investigation
agents in August removed more
than 11,000 documents, includ-
ing roughly 100 marked as clas-
sified, from the Florida resort.

Prosecutors have been

seeking to compel Mr. Trump
to provide any remaining doc-
uments, prompting his legal
team to discuss a range of op-
tions, people familiar with the
matter have said. Those in-
clude hiring an outside firm to
conduct a search and certify
that no additional documents
remain, and launching a legal
challenge to the Justice De-
partment’s demand.
Thursday’s hearing in
Washington was likely related
to that ongoing dispute, ob-
servers said. A Justice Depart-

ment spokesman declined to
comment. A spokesman for
the former president didn’t re-
spond to a request for com-
ment. Mr. Trump and his aides
have previously criticized the
government’s  investigative
tactics as overly aggressive,
including those taken in recent
weeks outside the public eye.

In addition to investigating
whether anyone misused clas-
sified documents, prosecutors
have said they are examining
whether anyone tried to ob-
struct the investigation and

the government’s efforts to re-
trieve the material.

In recent weeks, a senior
Justice Department official told
Mr. Trump’s lawyers that law-
enforcement officials don’t be-
lieve they captured all the gov-
ernment documents the former
president took with him as he
left office, The Wall Street
Journal reported. Investigators
have expressed concern that
Mr. Trump took documents on
flights as he traveled from Mar-
a-Lago to his other properties
in New York and New Jersey.

Federal prosecutors, mean-
while, have hit some road-
blocks in their inquiry, as peo-
ple close to Mr. Trump and
some who worked for him
have refused to answer inves-
tigators’ questions.

Prosecutors are seeking to
compel one close associate,
Kash Patel, to answer a range
of questions including about
Mr. Trump’s claim that he de-
classified the documents be-
fore he left the White House,
according to a person familiar
with the matter.

Amazon
Drops Sales
Forecast

Continued from Page One
because of holiday shopping.

The company’s shares fell
about 12% in after-hours trad-
ing following the results to
trade near $97. At that level
Amazon’s valuation is below
$1 trillion, which it first hit in
2018.

The disappointing outlook
capped an extraordinary several
days that also saw shares
plunge in other tech giants after
their results showed worsening
conditions in a range of areas.

Shares in Facebook parent
Meta Platforms Inc., already
battered over the past year,
dropped nearly 25% on Thurs-
day after it reported its sec-
ond revenue decline in a row a
day earlier. Microsoft Corp.’s
stock also fell after it deliv-
ered on Tuesday its worst net

income decline in more than
two years and the weakest
revenue growth in over five
years. Google parent Alphabet
Inc. similarly disappointed in-
vestors with slowing sales.
These tech companies
flourished during the pan-
demic, as life and work sud-
denly shifted more to the in-
ternet, pushing up sales and
spurring the already fast-
growing companies to acceler-
ate hiring and investment.
Now, one after another, en-
gines that drove that growth
are sputtering. Sales of per-
sonal computers and other gad-
gets are falling and consumers,
walloped by inflation, are
broadly trimming their spend-
ing. Companies are tightening
their outlays on everything
from digital ads to IT services.
“There is obviously a lot
happening in the macroeco-
nomic environment, and we’ll
balance our investments to be
more streamlined without
compromising our key long-
term, strategic bets,” Amazon
Chief Executive Andy Jassy
said Thursday.
In the third quarter, Ama-

Amazon’s quarterly net
profit/loss

3Q2022

$15 billion $298B
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Sources: S&P Capital 1Q; the company

zon’s online store sales rose
7% to $53.48 billion after fall-
ing in recent quarters. The
segment includes product
sales primarily on its flagship
site and digital media content.
Its online sales got a boost
from its annual Prime Day
sale, which this year fell in the
third quarter; last year it was
in the second quarter.

While still the nation’s larg-

est online store, Amazon’s e-
commerce division has strug-
gled to grow this year. The
company in the second quarter
reported a 4% year-over-year
drop in its online stores seg-
ment. That marked the largest
drop since the metric was first
disclosed in 2016.

This year, Amazon’s e-com-
merce machine—which has
grown at breakneck speed for
decades—has been showing
signs that it could be entering
a phase of slower growth. Af-
ter a multibillion-dollar infra-
structure build-out and hiring
spree, it now has to contend
with high inflation and con-
cerns about a recession weigh-
ing on consumer spending.

Chief Financial Officer
Brian Olsavsky said Thursday
that the company has entered
a period of caution.

“We are preparing for what
could be a slower growth period
like most companies. We are
going to be very careful on our
hiring,” Mr. Olsavsky said. “We
certainly are looking at our cost
structure and looking for areas
where we can save money.”

He said Amazon is “seeing

signs all around that people’s
budgets are tight, inflation is
still high.”

Analysts said the challenges
Amazon faces in e-commerce
could linger.

Amazon has the largest
share of online commerce,
about 38%, but its market
share has plateaued in recent
years, according to research
firm Insider Intelligence. Ana-
lysts said the company size has
made it unlikely for the e-com-
merce unit to grow at the same
rate it once did. Amazon is also
dealing with increased compe-
tition from Walmart Inc., Tar-
get Corp. and others.

Mr. Jassy has shifted toward
cost-cutting. The company cut
back on subleasing millions of
square feet of excess ware-
house space and putting off
openings of new facilities while
earlier thinning out its hourly
workforce through attrition.

The company enacted a hir-
ing freeze through the end of
the year at its corporate retail
division, the segment that
drives its core sales and is re-
sponsible for a large part of its
slowdown this year. It has also

paused hiring among some
teams at its Amazon Web Ser-
vices cloud-computing division.

While Amazon’s earnings
continue to be aided by Ama-
zon Web Services and its ex-
panding advertising business,
growth slowed in the cloud
business. AWS had sales of
$20.5 billion in the third quar-
ter, a 27% rise but one of the
lowest rates of growth the unit
has had in recent quarters.

Amazon’s advertising reve-
nues rose 25% to $9.5 billion.

The company heads toward
the end of the year with added
problems. After needing fewer
blue-collar employees earlier
in the year, it has looked to
add over 100,000 hourly work-
ers at its warehouses to meet
the expected holiday season
demand. Still, that strategy
has come with a cost. Amazon
recently said it would spend
$1 billion to raise average
starting salaries to $19 an
hour nationwide.

Amazon’s own Jeff Bezos
recently said it is time to “bat-
ten down the hatches,” refer-
ring to warning signs of a re-
cession.
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ECB Raises Rates by Anot

Policy rate of L5% is
highest in more thana
decade; Lagarde sounds
caution on growth

By Tom FAIRLESS
AND CHELSEY DULANEY

FRANKFURT—The Euro-
pean Central Bank raised in-
terest rates by three-quarters
of a percentage point for the
second time in a row Thurs-
day, but signaled mounting
concerns about economic
growth, prompting investors
to bet that the bank will soon
reduce the scale of its rate
hikes.

The bank said in a state-
ment that it would increase its
policy rate to 1.5%, the highest
level in more than a decade. It
also moved to limit payments
it makes to eurozone banks
that tapped its ultracheap
loans during the Covid-19 pan-
demic, a move that is ulti-
mately expected to raise bor-
rowing costs for eurozone
companies.

At a news conference, ECB
President Christine Lagarde
said the bank would likely
raise rates further over the
coming meetings. But she also

sounded a cautious note on
the deteriorating growth out-
look for the eurozone econ-
omy, and emphasized that the
ECB had already made sub-
stantial progress in phasing
out easy money.

Investors, watching closely
for signs that central banks
such as the Federal Reserve
will pivot away from large in-
terest-rate increases, took
those comments to mean that
the ECB could soon ease back
on rate rises.

Bond yields on European
government debt fell sharply
as investors priced in lower
future borrowing costs. The
German 10-year bond yield fell
to 1.976%, down from 2.193%
before the decision. The Ital-
ian yield fell to 4.047%, down
from 4.436% earlier in the day.

Investors were pricing in a
peak ECB rate of around 2.5%
next year after the news con-
ference, down from 2.8% be-
fore it, according to Refinitiv
data. They are now betting on
a smaller, half-percentage
point at the ECB’s December
meeting.

In Australia and Canada,
policy makers recently slowed
the pace of interest-rate rises,
saying they wanted to assess
the impact of the actions
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ECB chief Christine Lagarde sees progress in phasing out easy money.

taken so far. “If we do too
much, we could slow the econ-
omy more than needed,” Can-
ada’s central-bank governor,
Tiff Macklem, said at a news
conference Wednesday.

Fed officials are expected to
increase interest rates by 0.75
percentage point for the
fourth time in a row at their
meeting Nov. 1-2, and are
likely to debate then whether
and how to signal plans to ap-
prove a smaller increase in De-
cember, The Wall Street Jour-
nal reported last week.

“There’s a bit of confirma-

tion bias at play. We’ve been
talking about a Fed pivot, a
Bank of Canada pivot,” said
Antoine Bouvet, a senior rates
strategist at ING. “Markets are
starting to think, ‘Is this it?
Have we seen the peak in cen-
tral bank hawkishness?’ ”
The ECB has moved less ag-
gressively than the Fed to
raise interest rates this year.
That reflects the region’s
weaker recovery from the
Covid-19 pandemic, the hit to
activity dealt by the Ukraine
war, and concerns about eco-
nomic fragility in Southern
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European nations such as It-
aly.

Investors expect the Fed to
raise its policy rate to almost
5% next year, roughly double
the peak rate expected of the
ECB, according to Refinitiv
data. Inflation in the eurozone
was 9.9% in September, com-
pared with 8.2% in the U.S.

“I think there is a real dan-
ger the ECB is going too dov-
ish, too soon, undoing the
work [it] has done this far,”
said Gareth Jandrell, a fund
manager at M&G Investments.
“This could mean having to

hike for longer, potentially go-
ing higher and prolonging the
interest-rate cycle.”

Around the world, central
banks including the Fed are
trying to gauge how much
more they need to do to curb
inflation without causing un-
necessary pain to businesses
and households.

Higher borrowing costs fil-
ter through the economy with
a lag, meaning that this year’s
rate increases will probably
take years to fully affect con-
sumer prices.

Ms. Lagarde said ECB offi-
cials would focus on that lag
time in determining how much
higher to raise borrowing
costs.

She warned that the euro-
zone economy would weaken
further over the coming
months, and unemployment
could rise, as high inflation
depressed spending and pro-
duction.

Unlike the Fed, the ECB
hasn’t yet started shrinking its
vast holdings of government
debt, a particularly sensitive
question for the ECB given the
indebtedness of some Euro-
pean  governments. Ms.
Lagarde said the ECB would
decide on how to reduce its
bondholdings in December.

Higher rates have pushed potential buyers out of the housing market. Above, a
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Mortgages
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That has tripped up would-
be buyers like Pat Nerney and
Kait Hardiman. Since the
spring, they have been looking
for a bigger home in Tampa,
Fla., to prepare for the birth of
their second child.

The rise in rates has re-
duced the amount they can
offer on the new house by
more than $100,000, Mr. Ner-
ney said.

They haven’t been able to
find a house that meets both
their criteria and budget.

Mr. Nerney said they have
made multiple offers at below
asking price, but haven’t got-
ten sellers to cut prices by
more than a few thousand dol-
lars. The deals fell through.

“The seller is stuck on a
price,” he said. “The people

trying to buy are stuck with
whatever their budget is.”

The housing market is at
the center of the Fed’s efforts
to curb inflation by jacking
up interest rates. Home
prices rose quickly last year
and helped drive up overall
inflation. But higher rates
have pushed potential buyers
out of the market.

In September, existing-
home sales fell 24% from a
year earlier, and new-home
sales were down 18%.

Home prices are starting
to slip on a month-over-
month basis, though it does
little to offset the increased
costs of buying. Prices are
still rising compared with a
year ago.

By one measure, the rise in
rates over the past several
weeks has been the fastest on
a percentage basis in records
going back half a century.

That speed has been par-
ticularly destabilizing, mort-
gage lenders and real-estate
agents said.

“Everyone is like, ‘I don’t
know what to do so I’'m just
not going to do anything,” ”
said Ralph DiBugnara, senior
vice president at residential
lender Cardinal Financial,
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who is based in New York
City. “People are just fearful.”

Sales are still happening,
albeit at a slower pace.

Some who have waded in
said they prefer the calmer
clip of this year’s market
compared with last year’s,
when homes were selling
sight-unseen and bidding
wars were common.

“The volume has definitely
slowed but people are defi-
nitely still looking for homes,”

While home sales
are still happening,
they are occurring
at a slower pace.

said John Hastings, senior
loan officer at Intercap Lend-
ing in Colorado Springs, Colo.

He said about a third of his
prospective clients had de-
cided to wait out the rise in
mortgage rates.

Buyers who do move ahead
with purchases are turning to
adjustable-rate  loans in
greater numbers. Others are
using loans that lower the rate
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‘For Sale’ sign outside a home in Bethesda, Md.

for the first couple of years.

But the drop-off in buyers
has taken the steam out of
what was a hot market.

John Hussey started think-
ing about selling his home in
Massachusetts in April, but by
the time he got some repairs
done and got it on the market
in June, rates were higher and
the market had cooled.

His real-estate agent rec-
ommended he sell it for
$30,000 less than they dis-
cussed previously. He thought
there might be a bidding war
because of the lower price,
but he ended up getting one
offer at asking price. He ac-
cepted.

He closed in September
and moved to be closer to
family in the Chicago area.
“There’s a lot of built-in
stress,” he said.

Since then, the market has
continued to slow down.

“All of my listings right
now are just sitting on the
market,” said Alison Wil-
liams, a Redfin Corp. real-es-
tate agent in the Sacramento,
Calif., area. “They are well
over 30 days on the market.
Six months ago, four days on
the market would have been a
long time.”

New Unemployment Clalms Increase Slightly

By DaviD HARRISON

U.S. worker filings for job-
less benefits edged higher last
week, but remained near his-
torically low levels.

Initial jobless claims, a
proxy for layoffs, increased to
a seasonally adjusted 217,000
last week from 214,000 the
week before, the Labor De-
partment said Thursday.
Claims are up from earlier this
year but remain near their
prepandemic 2019 weekly av-
erage of 218,000, when the la-
bor market also was histori-
cally strong.

The four-week moving aver-
age for jobless claims, which
smooths out weekly volatility,
rose slightly to 219,000 last
week.

The job market is healthy but has shown signs of modest cooling.

Continuing claims, a proxy
for the number of people seek-
ing continuing unemployment
benefits, increased to 1.44 mil-
lion in the week ended Oct. 15

from 1.38 million a week ear-
lier. Continuing claims are re-
ported with a one-week lag.
The U.S. job market re-
mains healthy but has shown
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signs of modest cooling, ac-
cording to other recent Labor
Department reports. Job
growth slowed in September,
with  employers adding
263,000 jobs, down from Au-
gust’s increase of 315,000 and
the monthly average gain of
more than 400,000 during the
first half of the year.

The unemployment rate fell
to 3.5% in September from
3.7% in August, matching a
half-century low that was last
reached in July, as the number
of people in the labor force
fell.

Job openings declined in
August to their lowest level
since the summer of 2021. But
many businesses have contin-
ued to hire, citing struggles
with staffing shortages.

GDP Grew

But Cracks
Appear

Continued from Page One
Moody, chief economist at Re-
gions Financial Corp. “I don’t
think that we’ve seen the full
effects of higher rates work
their way through the econ-
omy, so that’s why we have
pretty low expectations for the
next several quarters.”

The U.S. isn’t the only part
of the world facing economic
challenges. The European Cen-
tral Bank raised its key inter-
est rate on Thursday to 1.5%
from 0.75% as it too attempts
to tame inflation in a region
teetering close to recession.

One of the sectors most
sensitive to interest rates—
housing—is showing signs of
pain. Home sales posted their
longest streak of declines in 15
years, and the average rate on
a 30-year fixed-rate mortgage
eclipsed 7% Thursday for the
first time in more than 20
years.

Economists don’t expect the
third-quarter rise in exports to
endure, given a stronger dollar
and weakening global econ-
omy. Many point to final sales
to private domestic purchas-
ers, a measure of consumer
and business spending that
gauges underlying demand in
the economy, as a sign of a
broader economic slowdown.
That inched up at a 0.1% an-
nual rate in the third quarter
after it rose 0.5% in the sec-
ond quarter and increased
2.1% in the first quarter.

Some of the economic slow-
down this year reflects a re-
turn to a more normal rate of
growth after the economy last
year expanded at an unusually
fast pace of 5.7% as it re-
bounded from earlier pan-
demic disruptions.

The trajectory of the econ-
omy largely depends on how
consumers fare in the coming
months.

High inflation and rising in-
terest rates haven’t done much
to weaken the health of the
U.S. consumer, Bank of Amer-
ica Corp. Chief Executive Brian
Moynihan said in a recent
earnings call. The company’s
data show consumers continue
to spend more. They also have
more money in the bank than
before the pandemic.

Consumers are benefiting
from a tight labor market. Em-
ployers are holding on to the
workers they have, with job-
less claims remaining low last
week. Many businesses are
also ramping up pay as they
struggle with staffing short-
ages.

“Wage growth is up, which
is good for consumers, and
that helps their balance
sheet,” said Mark Begor, CEO
of the credit-reporting com-
pany Equifax Inc. on an earn-
ings call this month.

“Obviously, inflation is a
bad guy, and it is hurting lots
of consumers. But even with
inflation, consumers are still
out there spending and travel-
ing and doing all the things
that they do in their lives,” he
said.

Still, consumers might be
starting to crack.

Many are tapping into pan-
demic savings and turning
more to credit cards to finance
spending, said Kathy Bostjan-
cic, chief U.S. economist at Ox-
ford Economics. But with
higher interest rates, “There’s
really a limit to how much
consumers can rely on their
credit cards,” she said.

Some companies—particu-
larly in sectors that benefited
from a consumer-goods binge
earlier in the pandemic—are
seeing a consumer pullback.
Sales are down about 25% so
far this year from the same
period in 2021 at Altus Brands
LLC, which manufactures and
sells accessories for hunting,
shooting and outdoor recre-
ation, said Gary Lemanski,
owner of the Grawn, Mich.,
company.

Many of the factors that
spurred a sales surge in 2020
and 2021—such as consumers’
extra cash from government
stimulus, their time at home
to go out in the woods and
their lack of ability to spend
money on services including
travel—have since faded, he
said.

Inflation is causing many
consumers to cut back on dis-
cretionary purchases, which

26.4%

The decline in residential
investment in the quarter

include products Altus sells,
such as electronic ear muffs
for hearing protection that can
go for $200 to $250, Mr. Le-
manski said.

“I talk with a lot of folks,
and you just hear it over and
over again: It’s tougher to
make ends meet,” he said.

Many technology compa-
nies are feeling the effects of a
slowing economy. Facebook
parent Meta Platforms Inc.
posted its second revenue de-
cline in a row, as the social-
media company wrestles with
tough macroeconomic condi-
tions that are weighing on ad-
vertiser spending. Microsoft
Corp. said it expects a sharp
decline in personal-computer
sales and the dollar’s strength
to continue to weigh on
growth.

Inflation is denting some
consumers’ appetite for big-
ticket purchases. Most people
said it is a bad time to buy a
car or large household goods
such as furniture, refrigerators
or stoves, with a large share
attributing their viewpoint to
high prices, University of
Michigan survey data show.

CarMax Inc., a used-car re-
tailer, reported a profit drop
of more than 50% in its most
recent quarter as tough eco-
nomic conditions weighed on
consumers.

“This quarter reflects wide-
spread pressure the used-car
industry is facing,” said Wil-
liam Nash, the company’s chief
executive, on an earnings call.
Higher prices, climbing inter-
est rates and low consumer
confidence “all led to a mar-
ketwide decline in used-auto
sales,” he said.




P2JW301000-0-A00700-1-------- BP

THE WALL STREET JOURNAL. Friday, October 28, 2022 | A7

BREITLIN

1884
4

— CHROMOMETER —
CHROMOMAT




P2JW301000-4-A00800-16DCF63078D

A8 | Friday, October 28, 2022

* %k k%

THE WALL STREET JOURNAL.

WORLD NEWS

Moscow Threatens U.S. Satellites

Senior official says
commercial systems
will be targeted if they
are used to help Kyiv

By ANN M. SIMMONS
AND MicAH MAIDENBERG

MOSCOW—Russia said it
could target U.S. commercial
satellites if they are used to
help Ukraine, expanding its
threats of reprisals to a new
theater that could hit closer to
home for American interests.

Russian President Vladimir
Putin, meanwhile, said at a pol-
icy conference in Moscow on
Thursday that his country has
no intention of using nuclear
weapons in Ukraine, suggest-
ing it was speculation. Mr. Pu-
tin again framed the worsening
friction between Russia and
the U.S. in terms of what he
sees as a cultural war in which
the West is trying to impose its
will on the rest of the world.

“We have never said anything
on our own initiative about the
possible use of nuclear weapons
by Russia,” he said, “but only
hinted at it in response to state-

ments made by the leaders of
Western countries.”

His remarks came as ten-
sions between Russia and the
U.S. continue to build, this time
after Konstantin Vorontsov, a
senior official in Russia’s For-
eign Ministry, told a meeting of
the First Committee of the
United Nations General Assem-
bly on Wednesday that if U.S.
satellites were used to aid Kyiv,
they “could be a legitimate tar-
get for a retaliatory strike.”

It couldn’t be immediately
determined whether Mr.
Vorontsov’s referred to physi-
cal strikes or disabling them
through cyberattacks.

Mr. Vorontsov, who is dep-
uty director of the Russian
Foreign Ministry’s Department
for Nonproliferation and Arms
Control, didn’t name any busi-
ness, but Elon Musk recently
pledged that his company
SpaceX would continue to
fund access for the Ukrainian
government to its Starlink sat-
ellite-internet system.

In addition, American satel-
lite operators such as Viasat
Inc., Maxar Technologies Inc.
and Planet Labs PBC have con-
tracts to provide services to

different U.S. national-security
agencies. Representatives from
those companies either de-
clined to comment or didn’t
have a comment.

“We’re going to continue to
pursue all means to expose, de-
ter and hold Russia accountable
for any such attack should that
occur,” said John Kirby, coordi-
nator for strategic communica-
tions at the White House Na-

Putin, meanwhile,
says he doesn’t
intend to use nuclear
weapons in Ukraine.

tional Security Council.
Asked whether Russia has
the capabilities to conduct
such an attack, Mr. Kirby said,
“The Russians have been try-
ing to pursue antisatellite
technology and capabilities.”
Starlink has emerged as an
important tool for the Ukrai-
nian military, keeping troops
connected on front lines of the
war where regular service isn’t

available. Ukrainian officials
have praised the system, point-
ing to instances where Starlink
provided connections after
cruise-missile attacks damaged
infrastructure, but have at
times been wary of Mr. Musk.

Earlier this month, he
tweeted that Crimea had been
part of Russia since 1783 until
1954, when Moscow transferred
the peninsula to the Ukrainian
Soviet republic before illegally
annexing it in 2014. He further
annoyed some Ukrainians by
tweeting that victory in a total
war with Russia was unlikely
because it has more than three
times Ukraine’s population.

A range of Pentagon agen-
cies, meanwhile, have been
placing orders to use Mr.
Musk’s SpaceX satellite capa-
bilities despite a recent dispute
between the two sides over the
funding of satellite-based in-
ternet services for Ukraine,
government documents show.

Mr. Musk has indicated that
SpaceX has faced Russian at-
tempts to disrupt Starlink,
which permits users with a
company terminal to access in-
ternet connections via a grow-
ing fleet of satellites in orbit

relatively close to Earth. In a
tweet earlier this month, he
said Starlink had come under
“relentless jamming attacks.”

SpaceX didn’t respond to
requests for comment.

Viasat, a Carlsbad, Calif.-
based company, has said that
it faced a deliberate cyberat-
tack in late February on part
of one of its networks that af-
fected several thousand cus-
tomers in Ukraine and tens of
thousands of others across Eu-
rope. In May, the Danish De-
fense Ministry said it and al-
lies believed that Russia was
behind that attack.

Some analysts said the
statement from the Russian
official is significant.

“It is a threat and a sort of
escalation that can turn space
into a battlefield earlier than
anticipated,” said Arne SoOn-
nichsen, coordinator for re-
searchers on security and
technology in outer space
called SichTRaum at Univer-
sitdt Duisburg-Essen in Ger-
many. While Russia might
have the technology, it likely
doesn’t have enough missiles
or killer satellites to cause se-
rious damage, he said.

Russia Intensifies Strikes, Cutting Oft Power

By Ian LovETT

Kyiv residents are facing
prolonged blackouts, after
Russian airstrikes again hit
the Ukrainian electric system
overnight, further degrading
the country’s ability to keep
the lights on.

Yasno, a Ukrainian energy
company, wrote on Facebook
on Thursday that Russia had
again hit the power grid in the
Kyiv region Wednesday night.
Overall system capacity was
now down 30% in the area, the
company said.

“The destruction is seri-
ous,” Yasno wrote. “Almost
half of Kyiv may remain with-
out light.”

Since Oct. 10, Moscow has
hammered the Ukrainian elec-
tric system, with scores of
cruise missiles and Iranian-
made drones hitting electric
stations nationwide. More
than a third of the system’s
overall power-generation ca-
pacity has been damaged, ac-
cording to Ukrainian officials.

The attacks have rapidly re-
made life in central and west-
ern Ukraine, which until this
month had been relatively in-
sulated from the fighting in
the east and south.

On Thursday, Yasno warned
that the previous rolling-
blackout schedule is now irrel-
evant: “The outages will last a
lot longer and affect a lot
more consumers.”

The dropping temperatures
make Ukraine’s electrical sys-
tem an urgent problem, and
Ukrainian President Volod-
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A barista spoke with a customer during a Kyiv power outage. Moscow has hammered electric systems across Ukraine.

ymyr Zelensky has appealed to
allies for economic aid to help
repair the grid.

This week, Iryna Veresh-
chuk, a deputy prime minister,
asked Ukrainian refugees who
left the country not to return
until the spring, to minimize
the power-grid demands.

“We need to survive the
winter,” she said.

Meanwhile, in the east of
the country, the fighting con-
tinued around Bakhmut, which
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Moscow has been pushing to
seize for weeks.

“The craziness of the Rus-
sian command is now most
visible there,” Mr. Zelensky
said of Bakhmut. “Day after
day for months, they drive
people there to death, concen-
trate the maximum power of
artillery strikes there.”

In the Kherson region, in
the country’s occupied south,
the Russian-installed governor,
Volodymyr Saldo, said 70,000

civilians had been moved from
the west bank of the Dnipro
River, as Russian forces pre-
pare to fight Ukrainian troops
advancing toward the city.
He said utilities would con-
tinue to work on the west side
of the river, and no one would
be forced to evacuate. He also
played down the possibility,
which he and other Russian
officials had raised earlier this
month, that the Kakhovka dam
could be destroyed and flood

the region.

“Saldo’s apparent retraction
of his own warnings may sug-
gest that he seeks to quell anx-
iety accompanying the mass
movement of civilians and Rus-
sian military and occupation
elements across the Dnipro in
order to preserve his own abil-
ity to rule,” wrote the Institute
for the Study of War, a Wash-
ington-based think tank.

—Ann M. Simmons
contributed to this article.

Israel and
Lebanon
Sign Pact

By AARON BOXERMAN
AND SHAYNDI RAICE

JERUSALEM—Israel and
Lebanon signed a U.S.-medi-
ated maritime border agree-
ment Thursday, representing a
rare example of economic co-
operation between the two
countries that are still techni-
cally at war with one another.

The accord, which has been
in the works for a decade, will
allow Israel to quickly follow
through on its commitment to
sell gas to the European Union,
which is searching for new en-
ergy sources following Russia’s
invasion of Ukraine. It also
could provide a new source of
income for Lebanon, which is
facing economic disaster amid
high inflation and poverty.

Israel and Lebanon have
fought two major wars and
don’t have diplomatic relations.

“This agreement creates
hope, opportunity and eco-
nomic stability on both sides
of the border,” said Amos
Hochstein, the State Depart-
ment’s top mediator on the
deal, in Beirut on Thursday.

Israel and Lebanon began
talks to settle the dispute in
2010, as both countries hoped
to extract natural gas in the
eastern Mediterranean. In 2013,
the Karish gas field was discov-
ered adjacent to both coun-
tries. Another gas field, Qana,
was later found farther north.

The deal gives Israel con-
trol of the Karish field. The
Qana gas field will now be in
Lebanon’s control. Israel will
maintain a stake in Qana gas
located in its territory and get
17% of future gas profits via a
bilateral pact with TotalEner-
gies SE, the field’s operator.

Israeli Prime Minister Yair
Lapid said the deal marked a
rare diplomatic achievement.
“It is not every day that an en-
emy country recognizes the
State of Israel, in a written
agreement, in view of the inter-
national community,” he said.

Lebanese officials have de-
nied the agreement amounts to
any recognition of Israel,
which occupied a swath of the
country’s south from 1985 to
2000. The countries don’t have
an agreed-upon land border
but are committed to a cease-
fire along what is known as the
Blue Line, a boundary drawn
by the United Nations after Is-
raeli forces withdrew from
southern Lebanon in 2000.

Mr. Lapid signed the deal in
Jerusalem and Lebanese Presi-
dent Michel Aoun signed in Bei-
rut. Delegations led by senior
officials headed to a U.N. base
on the Israel-Lebanon border to
formally hand over the agree-
ments under U.S. mediation.

Energean PLC, the field’s
operator, began pumping gas
from Karish Wednesday after
Israel gave the green light.

Soaring Prices Spark Protests in Europe

By BoJAN PANCEVSKI
AND NOEMIE BISSERBE

A wave of protests trig-
gered by skyrocketing living
costs and a looming recession
is sweeping across Europe,
testing the resolve of govern-
ments that have so far main-
tained unity in their costly
economic war with Russia.

The public backlash against
high prices for electricity and
heating as temperatures begin
to fall also is fueling tensions
between European capitals over
richer nations’ larger relief
packages, which poorer neigh-
bors say are distorting the mar-
ket and compounding the crisis.

On Thursday, thousands of
people took to the streets
across France to demand higher
wages. Striking teachers, rail-
way and health workers staged
marches in dozens of cities, in-
cluding Paris, snarling traffic
and disrupting public transport.

In Belgium, the Czech Re-
public, Hungary and Germany,
tens of thousands have
marched in recent weeks, de-
manding pay raises to offset
inflation, more state support,
government intervention in
the energy market and, in
some instances, an end to
sanctions against Russia.

Despite measures to sup-
port households and busi-
nesses totaling €264 billion
($266 billion), according to
Brussels-based think tank
Bruegel—by far the largest
such package in Europe—Ger-

Toe.

D

My

S Y

Marchers in Berlin push for energy independence from Russia.

many has seen weekly protest
rallies since the end of the
summer, many of them con-
centrated in the country’s for-
mer communist east.

Popular support for Ukraine
remains high across Europe
and the protests in France ha-
ven’t targeted Paris’s Ukraine
policy. Yet demonstrators in
eastern Germany have been
more political, demanding an
end to Western sanctions
against Russia in a warning to
Europe about the political
risks it could face should Mos-
cow’s war on Ukraine drag on.

The unrest in Germany’s
east partly reflects old regional
grievances and a local political
culture that has long cultivated
affinities with Russia. A solid
majority of German voters still
strongly support Kyiv and the
Russia policy of Chancellor
Olaf Scholz’s government, ac-
cording to recent polls.

Centrist political parties,
unions and civil-society organi-
zations largely have steered
clear of the anti-sanctions pro-
tests in the east. But the Alter-
native for Germany, or AfD, a
far-right, pro-Russia opposition
party and organizer of some of
the demonstrations, has bene-
fited from the mood. Its rat-
ings have risen to 15% from
10% at the time of the invasion
in February, according to Polit-
ico’s aggregate of polls, its
highest in nearly three years.

The German protests have
been widespread but compara-
tively small. Yet some moder-
ate parties and union leaders
have begun organizing rallies
in the rest of the country to
demand more state aid for
people, in a sign that eco-
nomic discontent—if not oppo-
sition to supporting Ukraine—
is spreading despite the
government’s relief measures.
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“This is merely the silence
before the storm—the discon-
tent is great, and people do not
have any sense that the govern-
ment has a plausible strategy to
master the crisis,” said Manfred
Giillner, head of Forsa, a pollster.

Nine percent of Germans say
Mr. Scholz has a coherent strat-
egy to overcome the energy cri-
sis, Mr. Giillner said, at a time
when three-quarters of all
households are trying to reduce
their energy consumption. The
AfD is now attracting voters
from established parties, as well
as traditional nonvoters, he said.

“Different far-right groups
are trying to recruit people at
the rallies, and this is what
worries me,“ said Georg Maier,
interior minister of Thuringia,
an eastern German state.

While government subsidies
will cushion the impact of rising
energy prices on households and
small businesses, many manu-
facturers have throttled produc-
tion because of rising costs.

Most French people support
sanctions against Russia and
weapons deliveries to Ukraine,
according to surveys. But Euro-
pean leaders fear the economic
stress could undermine public
support for these policies or the
governments that back them.

Public-sector workers strug-
gling with inflation might not
understand why the govern-
ment can’t afford to raise their
pay when it can send hundreds
of millions of euros in military
equipment to Ukraine, one
French official said.
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China Maintains

Lockdown Policy
In Covid Fight

By WENXIN FAN

HONG KONG—China showed
1o signs of easing its zero-Covid
policies that are taking a heavy
toll on its economy, as fresh
cases disrupted businesses in
major cities and food supplies in
a remote northwestern region.

On Thursday, the central
Chinese city of Zhengzhou,
which is home to Foxconn
Technology Group, the largest
iPhone assembler, said the vi-
rus was spreading quickly
there and identified 50 affected
areas. The city reported 69
cases over the past three days.

Foxconn said a small num-
ber of its workforce tested
positive for Covid-19 but that
its operations were relatively
stable. It noted a rumor circu-
lating that 20,000 workers
tested positive isn’t true.

In Beijing, the Universal Re-
sort theme park shut Wednes-
day after the government pub-
lished the contact-tracing
history of two positive cases

that showed the people had
been at the theme park. The
park, which is part owned by
Comcast Corp., said it would
quickly work to disinfect, test
staff members and resume op-
erations.

Meanwhile, a lockdown in
the city of Xining disrupted food
supplies there. On Wednesday,
officials in the city of 2.5 million
laid out efforts to provide meat
and vegetables for residents,
while asking them to bear with
efforts to stamp out the virus.

The official number of cases
across China is small in com-
parison to waves of the virus
that have hit elsewhere in the
world. On Thursday, China re-
ported more than 1,200 cases.

Yet, policies that include
lockdowns, mass testing and
government quarantines have
magnified the impact. As of
Monday, slightly more than
200 million people were af-
fected by some degree of lock-
downs in 28 cities, according
to investment bank Nomura.

Workers register people for Covid-19 tests in Beijing. Leaders have given no clear indication of when Covid restrictions might ease.

China’s Communist Party has
vowed to stick to its Covid
strategy, and has given no clear
indication of when it might shift
away from it. At the Communist
Party congress last week, leader
Xi Jinping defended the poli-
cies, saying they had “protected
the people’s health and safety

to the greatest extent possible.”
There has been some easing
of measures in recent months.
In June, China shortened the
length of compulsory quaran-
tine for travelers from overseas
and close contacts of positive
cases to seven from 14 days.
But there also are signs Bei-

jing is preparing for a long Covid
fight. Health officials have urged
local governments to build quar-
antine hospitals to prepare for
rebounding infections.

Chinese medical officials
have said a higher vaccination
rate among its citizens could
help the country to phase out

the current policies. This week
the city of Shanghai started a
small-scale program offering
an inhalable Covid vaccine.
Developed by CanSino Biolog-
ics Inc., the vaccine takes the
form of a mist, and is provided
as a free booster dose to those
who have been vaccinated.

Tehran Shifts Blame for Terrorist Attack to Protesters

By SUNE ENGEL RASMUSSEN

Iran’s top military com-
mander on Thursday blamed
protesters demonstrating
against the country’s clerical
rule for a deadly terrorist at-
tack in southern Iran where a
gunman killed 15 people, prom-
ising to punish anyone who
threatened public security.

The explicit linking of the
protest movement and the ter-
rorist attack, for which Iranian
authorities have presented no
evidence, could signal an even
more brutal crackdown by se-
curity forces against demon-
strations that appeared to kick
into a new gear Wednesday,
with tens thousands of people
filling the streets.

Already, human-rights
groups say, more than 200
protesters have been killed in
clashes with security forces
since the protests erupted in
mid-September following the
death in police custody of
Mahsa Amini, a young woman
detained for allegedly violat-
ing the country’s Islamic dress
code. The protests have
evolved from calls for an end
to the mandatory headscarf
into demands for downfall of
the Islamic Republic and its
system of governance.

The Iranian government has
announced that more than 500
protesters would be brought
to trial this week, the first ma-
jor legal action by authorities
to suppress the unrest.

Maj. Gen. Mohammad Bagh-
eri, chief of staff of Iran’s
armed forces, said some of the
protesters were deceived by
Iran’s enemies into causing
unrest, and that the perpetra-
tors of Wednesday’s attack on
a mosque in the southern city
of Shiraz would pay a price.

“The rioters and the de-
ceived, who undoubtedly are at
fault for this major crime,
should know that the Iranian
people’s peace, security and
the protection of their lives are
the red lines for the patient,
powerful and devoted armed
forces,” the official IRNA state
news agency reported him as
saying. “Domestic and foreign
planners of this savage crime
will soon be ambushed by the

Islamic Republic’s police, intel-
ligence and security forces,
and will be punished for their
disgraceful actions.”
Parliament speaker and for-
mer Revolutionary Guard com-
mander Mohammad Qalibaf on
Wednesday said protesters
had “prepared ground for the
enemies’ plots by creating un-
rest in the past weeks.”
Iranian Supreme Leader Ali
Khamenei on Thursday said
security organizations, think
tanks, the judiciary and propa-
ganda activists, as well as or-
dinary Iranians, should unite
against protesters who were
disrespectful to people’s lives.
Mr. Khamenei didn’t men-
tion the protesters in connec-
tion with the shooting in Shi-

raz, but said when the roots of
the attack had been found,
“the perpetrator or perpetra-
tors of this heinous crime will
certainly be punished.”
Islamic State on Wednesday
claimed responsibility for the
Shiraz attack, but without pro-
viding evidence of planning it
as it has in other attacks in
the region, such as footage of
the assault or a testimony by
the alleged perpetrator.
Iranian President Ebrahim
Raisi partly shifted blame be-
yond the extremist group.
“Islamic State took respon-
sibility for this humiliating
and malicious act, but ques-
tions are raised as to who cre-
ated Islamic State, who sup-
ported this group and who

unleashed them to kill the
people of the region?” IRNA
reported Mr. Raisi as saying.
State media has reported the
attack was perpetrated by one
person who was wounded and
apprehended and later fell into
a coma caused by his injuries.
There have been no signs of
involvement by Islamic State
or other extremist groups in
the protest movement.
—Aresu Egbali
contributed to this article.

Watch a Video

vy E Scan this code
for a video on
how protests
have spread
across lIran.
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Iragi Parliament Speaker Mohammed al-Halbousi, center, on Thursday announced lawmakers’
support for Muhammed al-Sudani, right, as the country’s new prime minister, ending a long standoff.

IRAQ

New Premier Named,
Ending an Impasse

Parliament chose Muhammed
al-Sudani as prime minister,
aligning Baghdad more closely
with Iran amid deep public un-
rest over rampant corruption
and lack of jobs.

Mr. Sudani and his cabinet
were approved under tight secu-
rity, breaking a yearlong impasse
between a bloc of Iranian-backed
factions promoting him and sup-
porters of Mogtada al-Sadr, a
Shiite cleric whose followers de-
layed the formation of the gov-
ernment for months with violent
protests and gunbattles. Mr.
Sadr’s faction won the most
votes in last October’s election,
but he and his bloc withdrew
from the political process after
he failed to form a coalition.

The 52-year-old Shiite former
labor minister is the choice of Mr.
Sadr’s Iran-backed rivals, the Co-
ordination Framework, which con-
trols the most seats in the Iraqi
legislature. Mr. Sudani is close to
former Prime Minister Nouri al-
Maliki, whose ties to Tehran
while in office strengthened the
power of Iranian-backed militias
and intensified sectarian violence.

Mr. Sudani has little interna-
tional experience, and U.S. offi-
cials have tried to figure out if
his selection will shift Irag’s for-
eign and security policy.

—David S. Cloud

EGYPT

IMF to Loan Cairo
$3 Billion for Economy

The International Monetary
Fund reached an agreement to
lend $3 billion to Egypt, its lat-
est effort to help emerging mar-
kets hit by the war in Ukraine
and global inflation.

Egypt has been hurt by the
war in particular because it had
sourced the majority of its
wheat imports from Russia and
Ukraine. The Egyptian pound be-
gan depreciating amid waning
investor confidence in the econ-
omy this year and came under
further pressure as the U.S. dol-
lar strengthened.

The international creditor said
the $3 billion amount, extended
over 46 months, was to safe-
guard Egypt’s economy and help
it deal with external shocks. It
said it could lead to another mul-
tiyear financing package of about
$5 billion by unnamed interna-
tional and regional partners, add-
ing that Egyptian authorities had
requested an additional $1 billion
under a newly created IMF facility.

The announcement came after
the Central Bank of Egypt said it
was moving to a more-flexible
currency regime and raised key
interest rates by 2%. Those
moves led the pound to drop
about 15% to a record low against
the U.S. dollar. The pound is down
32% against the dollar this year.

—Chao Deng

HONG KONG

Activist’s Supporters
Jailed for Sedition

Two supporters of a promi-
nent Hong Kong pro-democracy
activist were given jail sentences
for clapping and uttering com-
ments in the public gallery dur-
ing one of her courtroom appear-
ances, reflecting the widening
range of authorities’ efforts to
eliminate dissent in the city.

A pastor and a retiree were
convicted of sedition for their
behavior at the January sentenc-
ing of one of the city’s leading
China critics, lawyer Chow Hang-
tung. Ms. Chow, an organizer of
vigils commemorating 1989's Ti-
ananmen Square massacre who
has been in jail since last year,
has faced multiple charges and
court appearances that have
drawn supporters.

Pastor Garry Pang Moon-
yuen, the founder of an online
church, was also convicted of
another charge related to com-
ments he made on YouTube crit-
icizing Hong Kong’s justice sys-
tem. He was sentenced to a
year in prison. Chiu Mei-ying, 68
years old, was sentenced to
three months in jail, but was
granted bail pending an appeal.

The case was the first under
Hong Kong's national security
crackdown that targeted court-
room behavior by supporters of
activists.

—Selina Cheng

KEVIN FRAYER/GETTY IMAGES

IRAQI PARLIAMENT/AGENCE FRANCE-PRESSE/GETTY IMAGES
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Prisoner
Swap Stirs
Acrimony

Continued from Page One

as China’s flag and trailed by
an entourage of lawyers, aides
and diplomats who called her
Madam Meng. She, too, was
headed home.

One of the most significant
prisoner swaps in recent dip-
lomatic history was under
way, after a top-secret negoti-
ation that was three years in
the making.

When Meng Wanzhou was
arrested in Canada in 2018,
she was chief financial officer
of China’s Huawei Technolo-
gies Co., a telecommunications
giant founded by her father
that was poised to win the
race to build 5G networks in
most of the world’s largest
economies. Canadian authori-
ties took Ms. Meng into cus-
tody in Vancouver, British Co-
lumbia, on behalf of the U.S.,
which had filed bank-fraud
charges against her.

The detention of the 50-
year-old celebrity business-
woman, and U.S. efforts to ex-
tradite her for trial in New
York, transformed her into a
national martyr in China and a
symbol of America’s growing
hostility to its nearest rival.

Days later, the two Canadi-
ans were seized in retaliation
for Ms. Meng’s arrest. Michael
Kovrig, 50, was on leave from
Canada’s Foreign Ministry to
work for the International Cri-
sis Group in Hong Kong. Mi-
chael Spavor, 46, ran a busi-
ness that helped students,
athletes and academics visit
North Korea. During their in-
carceration and harsh treat-
ment, the two men were sym-
pathetically shorthanded in
news reports and by Western
leaders as “the two Michaels.”
Both men denied wrongdoing.

The arrests marked a turn-
ing point in the growing
power competition between
the U.S. and China, helping
shift it from mutual wariness
to full-blown animosity. Unlike
last century’s Cold War be-
tween the U.S. and Soviet
Union, the prisoner skirmish
reflected a U.S.-China battle
for control of the international
flow of data and, ultimately,
primacy in global commerce.

Negotiations to free the
prisoners strained relations
between China, U.S. and Can-
ada. Each nation navigated its
own security concerns and do-
mestic political pressures. The
U.S. pressed Chinese leader Xi
Jinping to release the two Ca-
nadians and cited their arrest
as evidence of Beijing’s disre-
gard for the international
rules-based order. Mr. Xi saw
Ms. Meng’s detention as an-
other underhanded attempt by
the U.S. to contain his coun-
try’s advance.

Mr. Xi penned more than
100 notes about her case, and
he discussed the Michaels
with two U.S. presidents. He
refused to free them until Ms.
Meng was released.

This account is based on in-
terviews with current and for-
mer U.S., Canadian and Chi-
nese officials, lawyers and
prosecutors, former Huawei
officials, people familiar with
Ms. Meng’s legal team and her
staff, as well as current and
former diplomats of the three
countries. It draws from court
documents, real-estate and
corporate records, classified
diplomatic cables, unpublished
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photographs and notes of gov-
ernment officials involved in
the negotiations.

A spokesman for the Chi-
nese consulate in New York
declined to answer questions.
A Chinese Foreign Ministry
spokesman has said that
Messrs. Kovrig and Spavor
were detained and tried in ac-
cordance with Chinese law,
and their case was unrelated
to Ms. Meng’s arrest.

First to fall

Meng Wanzhou planned to
spend only a few hours in Van-
couver when she touched
down on Dec. 1, 2018. She
checked suitcases packed with
presentation material for
meetings in four countries.

The Huawei CFO also
booked a stop in Buenos Aires,
where she would join her fa-
ther, Ren Zhengfei, Huawei’s
billionaire founder. Mr. Ren
had once announced that none
of his three children was vi-
sionary enough to succeed
him. Ms. Meng, who criss-
crossed the world represent-

ing her father’s empire,
seemed determined to prove
him wrong.

Around the time Ms. Meng
walked into Hong Kong’s inter-
national airport, word of her
itinerary passed over a secure
line to the Palacio Duhau ho-
tel, site of the Group of 20
summit in Buenos Aires. A
White House lawyer took the
call in a soundproof tent set
up in a suite. Afterward, the
lawyer woke up John Bolton:
Ms. Meng was en route.

Mr. Bolton, then-national
security adviser in the Trump
administration, knew Ms.
Meng’s arrest could disrupt
the summit’s marquee event
that evening, a dinner between
President Donald Trump and
Mr. Xi. Yet Mr. Bolton, a long-
time China hawk, felt it was
worth the risk. The president
didn’t yet know about the
plan.

Federal prosecutors had a
sealed indictment against Ms.
Meng and Huawei for bank
fraud, alleging she had helped
disguise the company’s busi-
ness dealings in Iran. The evi-
dence was in a PowerPoint
presentation Ms. Meng
showed an executive of HSBC
Holdings PLC in the back room
of a Hong Kong restaurant in
2013. Huawei, she claimed in
her presentation, wasn’t vio-
lating U.S. sanctions on Iran.

The charge was narrow, but
it would serve a broader na-
tional security objective—to
help Washington convince U.S.
allies Huawei couldn’t be
trusted.

Ms. Meng’s extradition re-
quest had arrived from Wash-
ington on a password-pro-
tected file that Canadian
authorities needed more than
a day to unlock. The delay
meant Canadian Prime Minis-
ter Justin Trudeau, also at-
tending the G-20 summit in
Buenos Aires, was told of the
request only around the time
officers took positions at the
Vancouver airport’s Gate 65.

At 11:18 a.m., Cathay Pacific
Flight 838 rolled to a stop at
the terminal gate. Two border
guards escorted Ms. Meng to a
counter where another guard
combed through her luggage.
At the police station, Ms.
Meng was fingerprinted.

Messrs. Trump and Xi were
dining on Argentine sirloin,
accompanied by a 2014 Mal-
bec. The goal of the dinner
was to reach a truce in an es-
calating U.S.-China trade war.
Neither man appeared aware
of Ms. Meng’s arrest. Mr. Bol-
ton, seated near Mr. Trump,

Clockwise from top, Dennis
Rodman, left, Michael Spavor,
third from left, and North
Korean leader Kim Jong Un in
2014; Meng Wanzhou in 2020;
Vina Nadjibulla and Michael
Kovrig before his arrest.

didn’t mention it.

Mr. Xi learned shortly after,
according to Chinese govern-
ment officials, and it struck
him as deceptive and an in-
sult. He had just agreed to buy
more U.S. food and energy.

Mr. Trump questioned Mr.
Bolton days later at a White
House Christmas dinner, ac-
cording to people familiar
with the conversation. “Why
did you arrest Meng?” the
president said. “Don’t you
know she’s the Ivanka Trump
of China?”

Michaels arrested

Mr. Xi was briefed on the
arrest when he returned to
Beijing on Dec. 6. Chinese offi-
cials had a list of Canadian
names and proposed two for
him to select.

Two days later, a call came
to the Canadian embassy from
a man stopped while trying to
board a 2 p.m. flight to South
Korea from a city in China’s
northeast. “I'm being ques-
tioned,” Michael Spavor said.

Huawei offered to
deliver its 6G
equipment faster
and cheaper.

That night, the embassy got
another call, this one about
Michael Kovrig. He had been
walking in Beijing when he
was bundled into a vehicle.

For hours, embassy officials
waited to hear from the two
men. Finally, the office fax ma-
chine spat out missives an-
nouncing the detention of two
Canadians suspected of threat-
ening national security.

Canada’s ambassador met
with officials in Beijing, who
asked for Ms. Meng’s release.
“He who ties the knot must
untie it,” one of them said.

A month later, Mr. Trudeau
cemented his government’s
position at a snow-drenched

cabinet retreat in Quebec. Ar-
rests of innocent Canadian cit-
izens wouldn’t force Ms.
Meng’s release. “Canada can-
not be bullied,” he said.

To free Ms. Meng, Huawei
assembled a team of more
than a dozen lawyers, includ-
ing some of the corporate
world’s highest-paid.

Elevating a six-year-old
PowerPoint presentation to a
charge of bank fraud was an
overreach the Justice Depart-
ment would regret, according
to Ms. Meng’s lawyers. U.S.
prosecutors were confident. If
Ms. Meng wanted to plead
guilty, they were ready to talk.
Otherwise, they would see her
in court.

The White House had a lot
riding on the case. Huawei
was on the other side of a con-
test for control of 5G, the
wireless network slated to
ferry data to billions of de-
vices worldwide. It was a fight
the U.S. didn’t want to lose.

Huawei was offering to de-
liver its 5G equipment—anten-
nas, base stations and rout-
ers—more quickly and less
expensively than its Western
competitors.

U.S. national security offi-
cials were convinced of a dan-
ger other nations thought
could be managed—that Hua-
wei was assembling the archi-
tecture China could use for
surveillance worldwide.

Chinese leader Xi Jinping, left, and Canadian Prime Minister Justin Trudeau at the G-20 summit in Osaka, Japan, on June 29, 2019.

In 2009, U.S. cyberspies had
infiltrated the company’s net-
works. FBI analysts, worried
Beijing could use those same
networks to spy, alerted their
bosses. Defense Department
officials urged U.S. telecom
companies to steer clear of
Huawei. A 2012 congressional
investigation concluded China
could use Huawei equipment
for espionage but didn’t find
clear evidence it had.

By the time of the Trump
administration, Huawei had
built a seemingly insurmount-
able lead over its rivals. An
analysis that circulated among
intelligence officials warned
Huawei would control 80% of
the global market for 5G
equipment. National security
officials feared that would
hand China a surveillance tool
with the potential to collect all
manner of secrets, from the
blueprints of nuclear plants to
military plans of the North At-
lantic Treaty Organization.

Defense officials and diplo-
mats reached out to America’s
closest foreign partners and
pushed for Huawei bans. The
company challenged the
Trump administration to re-
veal the evidence it claimed to
hold, material the U.S. said
was secret.

Huawei, which denied any
involvement with espionage,
said it was a Chinese success
story whose founder was mo-
tivated not by rivalry with
America but admiration for it.

Mr. Ren, a former army en-
gineer, started out in 1987
selling telecom switches from
an apartment in Shenzhen,
China. In his telling, a 1993
Greyhound bus trip across the
U.S. stirred grand ambitions.

In Dallas, Mr. Ren recalled
visiting the 60,000-acre head-
quarters of Texas Instruments
Inc. for a daylong tour. He
hired a taxi to drive around
the Silicon Valley research fa-
cility of International Business
Machines Corp. so he could
calculate how many square ki-
lometers it encompassed.

A quarter-century later, his
company had a smartphone
brand that sold more units
than Apple Inc.

As Huawei grew, it was
stalked by allegations—from
former employees, rivals and
U.S. officials—that its advance
relied on deceit. The company
denied any wrongdoing. It set-
tled lawsuits with competitors
that accused it of stealing
trade secrets, among them
Cisco Systems Inc. and Quintel
Technology Ltd.

Paperwork for search war-

rants and interview notes
piled up in a Justice Depart-
ment office in New York. Some
companies were afraid China
would retaliate if they took
Huawei to court, feeding a
view at the department that
Huawei’s competitive advan-
tage was impunity.

HSBC ended up providing
investigators with evidence for
the Justice Department’s first
case, which originated in the
Brooklyn, N.Y., office.

Prosecutors in April 2017
served Huawei with a sub-
poena to answer questions
about whether it conducted
business in sanctioned coun-
tries, and company executives
halted travel to the U.S.

In August 2018, prosecutors
readied an indictment against
Huawei and Ms. Meng. They
kept it under seal until she
landed in a country within
their reach.

Madam’s mansions

U.S. officials had hoped
Canada would keep Ms. Meng
behind bars until her extradi-

FROM PAGE ONE

tion. The billionaire’s daughter
was a flight risk, prosecutors
argued during her December
2018 bail hearing.

Instead, a judge granted her
bail, set at 10 million Canadian
dollars, equivalent to $7.5 mil-
lion, and imposed a curfew
from 11 p.m. to 6 a.m. Other-
wise, she was free to roam.

Ms. Meng resided in a $12.3
million, seven-bedroom villa,
one of two homes she owned
in the city. She had daily
Zumba classes and yoga work-
outs. Personal chefs prepared
meals. A florist arranged bou-
quets for the dining table.

On March 6, 2019, three
months after her arrest, body-
guards and TV cameras fol-
lowed Ms. Meng into court for
her extradition hearing.

On the courthouse steps,
protesters opposing Beijing’s
crackdown in Hong Kong set
fire to a Chinese flag.

The court hearing lasted
just a few minutes, marking
the start of a protracted legal
battle. Each time Ms. Meng
went to court, she passed a
Chinese nurse holding pictures
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of Messrs. Kovrig and Spavor
to protest their detention.

In the northeastern city of
Dandong, on the North Korea
border, Michael Spavor lived
with some 20 other inmates in
Cell 315. At night, they slept
side by side like sardines. It
was sweltering on hot days
and cold after dark. Meals
were meager and unchanging:
cabbage, eggs and rice.

Mr. Spavor, a Calgary native,
traveled to South Korea at age
21 and taught English. He be-
came fascinated with the au-
thoritarian state of North Ko-
rea and began arranging tours.
In 2013 and 2014, he planned
three trips for Dennis Rodman,
the former Chicago Bulls bas-
ketball star who had his own
interest in the secretive coun-
try and its leader, Kim Jong Un.

Mr. Kovrig had gone to Bu-
dapest after college in the
mid-1990s, joining a wave of
Westerners who flooded into
once-closed Central European
countries. He worked as a re-
porter and sang in a punk
band before joining Canada’s
diplomatic service.

Fluorescent lights glowed
24 hours a day in Mr. Kovrig’s
windowless cell at Beijing’s
No. 1 Detention Center. For al-
most six months, he was con-
fined without a whiff of fresh
air. He devised a daily workout
of push-ups, six-minute planks
and 7,000 steps.

Prison authorities spent the
first months of Mr. Kovrig’s
incarceration conducting in-
terrogations that stretched to
10 hours. Over and over, they
questioned his work at the Ca-
nadian embassy in Beijing.

In June 2019, after more
than 150 days in prison, Mr.
Kovrig was allowed to send a
batch of letters home. The em-
bassy sent copies to his wife
in Toronto.

Vina Nadjibulla, a 44-year-
old international security ana-
lyst, met Mr. Kovrig while they
were studying international
relations at Columbia Univer-
sity in 2001. The couple had
separated by the time of Mr.
Kovrig’s arrest, but Ms. Nad-
jibulla put her life on hold, fly-
ing between Toronto, Wash-
ington and Ottawa to petition
officials who could help free
Mr. Kovrig. In June, Mr.
Trudeau invited Ms. Nadjibulla
to his office, and she read
from her husband’s letters.

“If there is one faint silver
lining to this hell, it’s this:
trauma carved caverns of psy-
chological pain through my
mind,” one letter said. “I find
myself filling those gulfs with

a love for you and for life that
is vast, deep and more pro-
found and comforting than
what I’'ve ever experienced.”

About a week later, Mr.
Trudeau arrived in Osaka,
Japan, for the G-20 summit.
He set out to lobby the one
person who could release his
two countrymen—Mr. Xi, the
most powerful Chinese leader
since Mao Zedong.

In meetings with Western
leaders, Mr. Xi seldom joked
and rarely smiled. He usually
began with a monologue of
talking points almost identical
to his public statements. He so
resolutely stuck to scripted re-
marks that his interpreter
simply read aloud from a pre-
pared English text. When fin-
ished, Mr. Xi would ask, “Don’t
you agree?”

Through the first half of
2019, Mr. Trudeau had failed
to get an audience with Mr. Xi.
The Chinese reply to Mr.
Trudeau was frustrating: It
would breach protocol for Mr.
Xi, a head of state, to speak
with Mr. Trudeau, merely the
head of government of Can-
ada, whose head of state was
Queen Elizabeth II.

Beijing expressed itself
through trade restrictions.
China blocked shipments of
Canadian canola oil at its
ports. In May, it barred pork
from two of Canada’s top
slaughterhouses. Three days
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ahead of the G-20 summit, it
stopped all Canadian meat
from entering China.

Mr. Trudeau asked Mr.
Trump to speak up for Messrs.
Kovrig and Spavor when the
U.S. president met with the
Chinese leader at the summit.

In their meeting, Mr. Trump
handed Mr. Xi a sheet of paper
that listed the names of Amer-
icans being held in China. The
names, written in Chinese and
English, also included Michael
Spavor and Michael Kovrig.

“It would be a great ges-
ture,” Mr. Trump said with a
stroke of flattery, if China
could help these people get
home.

Scanning the names, Mr. Xi
pointedly noted that the last
time the two leaders had met
was the day of Ms. Meng’s ar-
rest.

Mr. Trudeau got his opening
by chance. Chile was a guest at
the G-20 meeting, but its rep-
resentative didn’t attend a
scheduled assembly. That left
Canada seated alphabetically
between China and Brazil—Mr.
Xi next to Mr. Trudeau.

The Canadian prime minis-
ter passed a note, handwritten
in Chinese, to Mr. Xi. “We
have to communicate,” it said.
Mr. Trudeau proposed they se-
lect two confidants to begin
backchannel talks.

The two men stepped to the
side of a conference floor, ex-
changed pleasantries through
a translator and clasped
hands.

Days later, Dominic Barton,
the former global managing
partner of consulting firm
McKinsey & Co., carried a
folder into a gated state guest-
house in Beijing. His meeting
was unofficial and secret. He
told his secretary he was on
vacation.

The 60-year-old Canadian
had risen in the slipstream of
China’s economic miracle, and
through more than a decade
living and working in the
country had ties with Chinese
entrepreneurs, executives and
party leaders.

Mr. Barton wasn’t a diplo-
mat. Yet Mr. Trudeau believed
he could break the diplomatic
logjam and bring home the
two Michaels.

The silver-haired executive
smiled at a pair of Foreign
Ministry officials when he en-
tered his first meeting. A Com-
munist Party official began
reading from a stack of pages,
pausing with dramatic effect
for the translator to catch up.

“You have arrested Madam
Meng.”

“You are lapdogs of the
United States.”

One by one, the
world’s wealthiest
countries cut ties
with Huawei.

Mr. Barton interrupted, and
the ministry official, ap-
pointed by Mr. Xi, looked up
and flipped back to the first
page. Then he began rereading
from the beginning. For three
hours, the official read from
an invective-laced script, cir-
cling back to the top each time
Mr. Barton protested.

Mr. Barton held his tongue
through the last hour of hec-
toring. At the end of the meet-
ing, Mr. Barton asked if
China’s Foreign Ministry
would attend a second meet-
ing in Ottawa. No, the official
said. But the Canadians were
welcome to return to Beijing.

That was the only good

news Mr. Barton had for the
prime minister.

“OK,” Mr. Trudeau said in
their phone call. “Well, that’s
something.”

Weeks later, Mr. Barton was
named Canada’s ambassador
to China. His first test was a
meeting with Mr. Xi in Bei-
jing’s Great Hall of the People.
The ambassador delivered a
short speech in his halting
Mandarin during an exchange
that lasted barely a minute.

“My mission here is to re-
solve this issue,” Mr. Barton
said. “I want to get Madam
Meng and our people home.”

“I didn’t know you spoke
Mandarin,” Mr. Xi said.

“I don’t..that’s the only
Mandarin I know,” the execu-
tive replied.

Mr. Xi smiled. “It takes two
people to repair a relation-
ship,” he said.

China’s foreign minister,
Wang Yi, then offered his own
rough-edged advice.

“You got a lot of work to
do,” Mr. Wang said, slapping
Mr. Barton’s back. “You better
exercise hard!”

Shortly after, Mr. Barton
made his first visit to a Chi-
nese prison. Guards escorted
him past an interrogation
room holding a metal chair
with straps.

He met Mr. Spavor in a re-
ception room. Mr. Spavor,
struggling with sleep, looked
numb. “How long will this go
on?” he said. “Every day I
wake up, and it’s the same.”

Mr. Barton also went to the
Beijing prison to see Mr.
Kovrig, who was livid and ges-
turing at guards he said were
abusive. They had taken away
his glasses, citing rules
against metal objects.

He also demanded to know
about his release. “When will
this get done?”

No deal

After several videoconfer-
ence calls through the spring
of 2020, John Demers, assis-
tant attorney general for na-
tional security, told Canadian
diplomats that the Justice De-
partment was considering a
deferred prosecution agree-
ment: Prosecutors wouldn’t
move forward with charges if
Ms. Meng pledged not to com-
mit other federal crimes.

The sticking point was that
Ms. Meng would have to admit
wrongdoing. Her lawyers said
she would never agree because
she had done nothing wrong.

In China, Mr. Barton
couldn’t get calls returned,
even from longtime acquain-
tances. The mission wasn’t
just faltering, he confided to a
colleague. It was lurching to-
ward humiliation.

Ms. Meng, her legal team
and Huawei were so confident
of a win that they had her
bags packed and chartered the
787th Boeing 787 ever made, a
commemorative Dreamliner
jet that would bring her home
from Vancouver.

Days before Ms. Meng’s
May 27, 2020, court hearing,
her assistants staged a re-
hearsal for a planned photo on
the steps of British Columbia’s
Supreme Court building. Hua-
wei colleagues and household
staff joined Ms. Meng, flashing
victory signs in front of an
imagined crowd of supporters.

On the day of the hearing,
they were met instead by a
jeering crowd. The judge de-
clined the extradition appeal.

Ms. Meng wasn’t interested
in the U.S. prosecutors’ offer.
The Chinese executive told her
lawyers she was willing to re-
main in Vancouver for years, if
necessary, while her legal

team fought the U.S. extradi-
tion. The company’s reputa-
tion was at stake.

That summer, Huawei
swept past Samsung Electron-
ics Co. to become the world’s
top smartphone maker. As
chief financial officer, Ms.
Meng had to protect the em-
pire her father had built.

But Huawei was already tip-
ping.

Mr. Trump, who began re-
ferring to Huawei as “Spy-
way,” signed off on new export
restrictions in 2020 that
blocked the company from
buying computer chips pro-
duced with U.S. tools. The re-
strictions extended to manu-
facturers wusing American
technology worldwide. Huawei
started to run low on chips it
needed to churn out smart-
phones, which made up
around half its revenue.

Canada discussed the arrest
of Messrs. Kovrig and Spavor
at NATO counterintelligence
briefings. Western leaders who
spoke with Mr. Trudeau heard
about the harrowing prison
conditions.

One by one, the world’s
wealthiest countries gravi-
tated toward the U.S. position
and cut ties with Huawei.

In July 2020, the UK. an-
nounced it would ban the
company from its networks by
2027. Two weeks later, France
said it would stop renewing li-
censes for Huawei 5G equip-
ment, effectively barring the
company. By fall, the U.K. Par-
liament’s defense committee
said it would accelerate the
Huawei ban.

Mr. Trump lost the 2020
presidential election, and as
the clock ticked down to a new
administration, Huawei’s head
of public affairs in North
America, Vincent Peng, called
Mr. Barton before Christmas.
He said Huawei would try its
luck with Joe Biden.

Mr. Xi came to see the case
as an obstacle to restoring
U.S.-China ties. He felt his
country had demonstrated suf-
ficient resolve against Western
provocation.

In early September Ilast
year, Mr. Barton was sum-
moned to the U.S. Embassy
safe room to read transcripts
of a call between Messrs. Bi-
den and Xi. The two leaders
had again pressed each other
to release the prisoners.

It was, according to Beijing,
“the consensus of the two
presidents.”

Last word

Mr. Barton was wrapping
up a visit in Qinghai, China,
when an aide handed him a
phone and said, “Xie Feng
wants to speak to you now!”

Mr. Xie, a vice foreign min-
ister tapped by Mr. Xi to end
the prisoner standoff, spoke
through a translator. The snag
in the deal was how the U.S.
would characterize Ms. Meng’s
wrongdoing. Mr. Barton offered
a suggestion, and Mr. Xie cut
him off, breaking into English.

That’s good, he said.

Ms. Meng wouldn’t explic-
itly admit to lying—only that
the statements she had made
to HSBC were “untrue.”

On Sept. 24, Ms. Meng
pleaded not guilty to the in-
dictment and accepted the de-
ferred prosecution agreement.
Huawei has pleaded not guilty
to the bank fraud and other
charges in the U.S. case.

The same day, Mr. Barton in
consecutive video calls spoke
with the two Michaels. “You’re
going home,” he told them.

—Jonathan Cheng, Jacquie

McNish and Bob Mackin Jr.
contributed to this article.

Michael Kovrig embracing his wife, Vina Nadjibulla, in Toronto on Sept. 25, 2021, following his release from incarceration in China.

FRANK GUNN/THE CANADIAN PRESS/ASSOCIATED PRESS



P2JW301000-0-A01400-1-------- XA

NETFLIX (3)

FOCUS FEATURES (2)

Al4 | Friday, October 28, 2022

THE WALL STREET JOURNAL.

ARTS IN REVIEW

History
Muddied in

he Trenches

crash course

on World War

I might in-

clude Stanley

Kubrick’s

“Paths of
Glory,” Barbara Tuch-
man’s “The Guns of Au-
gust,” Paul Fussell’s “The
Great War and Modern
Memory,” and Erich Ma-
ria Remarque’s “All Quiet
on the Western Front.”
Based on his own trauma-
tizing experiences as a
young German soldier in
the trenches of France,
Remarque’s 1929 novel
now gets its first Ger-
man-language adaptation
courtesy of Netflix and director
Edward Berger. Fully understand-
ing the war—who does?—may not
be necessary in appreciating the
disturbing, moving and some-
times too-beautiful production.
But that production certainly puts
a Teutonic tweak on history,

sometimes to outrageous effect.
Can a concrete room filled with
the corpses of innocent young Ger-
man recruits—who have all just
been gassed—suggest anything
other than the death camps of
World War II? And is the point of
such a scene a foreshadowing? A

Felix Kammerer, left and above; Aaron Hilmer, Adrian Griinewald and Albrecht Schuch,

S, L = - .
- T, = T

top, in the new film version of the classic Erich Maria Remarque novel

critique about the consistency of
human brutality? Worse, a distri-
bution of guilt for atrocities to
come? The scenes that have been
added and are not in the book in-
clude the signing of the Treaty of
Versailles aboard the fabled Com-
piégne Wagon—with the vindictive
French generals, including Ferdi-
nand Foch (Thibault De Montalem-
bert), jamming their ruthless
terms down the throats of the
peace-seeking Germans led by
Matthias Erzberger (Daniel Briihl).
These sequences sanctify the his-
torical position that the onerous
terms of the treaty are what led to
Hitler and the Holocaust. Just for

good measure, one of the conclud-
ing murders in the film is commit-
ted by a French farm boy, aveng-
ing a theft of duck eggs by two
starving German soldiers.

Many think of “All Quiet on the
Western Front” as the German
“Red Badge of Courage,” for fairly
good reason. Both are works
about war that are antiwar be-
cause they strip their characters
of virtually everything but fear. It
doesn’t matter what side anyone
is on. It doesn’t even matter that
“Courage” author Stephen Crane
never saw combat. The point of
both is that the hellishness of bat-
tle—as experienced by those who

actually fight it—makes dispens-
able such luxuries as dignity,
honor and even civilization.
There is much of that in Mr.
Berger’s film. Paul Biumer
(played by the spectacular new-
comer Felix Kammerer) and his
co-combatants Kat (Albrecht
Schuch), Kropp (Aaron Hilmer)
and Tjaden (Edin Hasanovic) all
harbor noble ideas until thrust
into combat. And starvation. And
the stupidity of trench warfare as
prosecuted by generals less con-
cerned about the bloodbath than

A German-language
Netflix adaptation
of ‘All Quiet on the

Western Front.

whether their croissants are
fresh. The battle scenes are be-
yond anything that could have
been achieved by Lewis Milestone
in his famous 1930 adaptation of
the book, or the 1979 TV version
directed by Delbert Mann. The ef-
fects are appalling. So is the gore.
The cinematography by James
Friend may be breathtaking for
some, especially when the smoke
rising up across No Man’s Land
becomes both gray from gunfire
and pink with blood. In one scene,
the combined elements of what
was then state-of-the-art weap-
onry are brought
down on Paul’s
company: machine
guns, aircraft and
tanks, the rumble
of which sends the
rats scurrying
through the
trenches, with the
soldiers soon to
follow.

Messrs. Berger
and Friend like
their drone shots,
which are very ef-
fective at times,
providing the Pi-
eta-like disposition
of dead men
across a cratered
expanse of battle-
ground, or captur-
ing the vastness of
the waste created
by a war that
might have been
over in months if
the military high
command on both
sides hadn’t had
20th-century armaments and
19th-century thinking. “Be fair to
your enemy,” the film’s Erzberger
warns the French generals (who
were, as Tuchman and others
have told us, incompetent swine).
“Otherwise he will hate this
peace.” That may have been so,
but where that line of dialogue
tries to lead us is to a contempt-
ible conclusion, though it may
help explain why other Germans,
until now, have avoided making
this particular movie.

e,

All Quiet on the Western Front
Friday, Netflix and select theaters

‘ARMAGEDDON TIME” is a curi-
ously excitable title for a slice-of-
life tale about an ordinary boy
growing up in 1980 New York, but
then again, 12-year-olds are curi-
ously excitable people. Everything
is a discovery; adulthood beckons
while childhood limits. The internal
push-and-pull provides for ample
dramatic possibilities.

Writer-director James Gray
thoughtfully explores some of
them in an autobiographically in-
spired picture in which he barely
alters his name in creating a
screen counterpart, Paul Graff
(Banks Repeta). In the weeks lead-
ing to the 1980 presidential elec-
tion, Paul, a boy from a smart,
striving middle-class Jewish family
in Queens, N.Y, is something of a
misfit in school, where he has a
tendency to act up in mischievous
but basically harmless ways.

Paul’s story is so banal that it
scarcely seems worthy of being dra-
matized. Yes, he has a close rela-
tionship with his wise grandfather
(Anthony Hopkins) and his practical
mom (Anne Hathaway). His father
(Jeremy Strong) can be strict, and
beats his son for severe transgres-
sions, but that tendency was unre-
markable at the time. Where the
film comes alive isn't in any of the
material about Paul, but rather in its
observations about the kid's best
friend, a black classmate named
Johnny, played with great humanity
by Jaylin Webb. Johnny is mischie-
vous in exactly the same ways as
Paul, but it’s clear from the start
that the system is steering him to-
ward a very different future.

The way Mr. Gray depicts how a
white youth and a black one can
commit nearly identical infractions
and be treated by the adults
around them sympathetically in

FILM REVIEW | KYLE SMITH

A Tale of Two Boys

The paths of two friends—one white, one black—gradually diverge

one instance and harshly in the
other is completely plausible, espe-
cially for the time and place, and
it'’s also infuriating. Paul’s family
are decent, honorable people, proud
liberals who would describe them-
selves as enlightened about the
plight of black people. And yet they

upbraids Johnny because he as-
sumes it was the black boy who
broke classroom protocol. Matters
grow more alarming from there.
The way Johnny becomes increas-
ingly marginalized and endangered
through the course of the film is
one of the most haunting sto-

are also racists. Mr. Gray (whose
credits include “Ad Astra” and “The
Immigrant”) is forensically detailed
about the sometimes-invisible
workings of prejudice. At one point,
when both Paul and Johnny are be-
hind a teacher’s back and Paul
plays the clown to get a laugh
from the classroom, the teacher

rylines I've witnessed at the mov-
ies this year.

Yet the film falters in its depic-
tion of the grandfather character;
Anthony Hopkins seems like the
wrong man to play a half-Ukrainian
Jew who fled from Hitler. More-
over, his character is too much of
an idealized stock figure, brought

on at intervals to dispense sagac-
ity, especially about the virtues of
tolerance. The way Mr. Gray de-
vises tear-jerking scenes around
the elderly paterfamilias is all too
predictable.
The film’s title is a dry double-

entendre that nods both to a song

Banks Repeta and Jaylin Webb,
left; Banks Repeta and Anthony
Hopkins, above

covered by the Clash (“Armagideon
Time” was the B-side of the single
“London Calling,” a major hit of the
time) and remarks made by Ronald
Reagan prior to the presidential
election: On several occasions he
said, “We may be the generation
that sees Armageddon.” Clips of
Reagan’s public appearances play

in the background of the film, with
a foreboding air. A man who is ask-
ing for the keys to the nuclear ar-
senal is not the kind of person who
should be saying this kind of thing,
and Reagan’s political opponents
thought he seemed almost to wel-
come a massive conflict with the
forces of communism. Through the
eyes of the Graff family, who seem
obviously to be liberal Democrats,
Reagan appears not only irrespon-
sible but beholden to a specifically
Christian type of doomsday vision.
They picture a 1980s America
guided by nutty televangelists, and
their disgust with Reagan is palpa-
ble. To his credit, Mr. Gray doesn’t
direct the audience what to think
about this tendency.

As a time capsule of the mo-
ment, both the film’s thematic con-
cerns and its look are dead-on. The
production design, by Happy Mas-
see, is uncanny, perfectly recaptur-
ing the dingy, dismal, worn-out ap-
pearance of middle-class life in the
Carter era. And “Armageddon
Time” is one of the few recent
films that makes Trump references
that are organic rather than forced.
Though Donald Trump does not
appear, his father Fred (John Diehl)
does, and with justification; Mr.
Gray attended the Kew-Forest pri-
vate school, on whose board Don-
ald’s sister Maryanne Trump (Jes-
sica Chastain) served. Ms.
Chastain, in the intentionally grat-
ing mode of a sort of televangelist
of business, delivers a speech
that’s meant to be a disturbing
harbinger of a new era of rapa-
cious capitalism. If Armageddon
isn’t quite what happened econom-
ically to the U.S. in the 1980s, “Ar-
mageddon Time” is nevertheless a
sincere effort to wring meaning
out of memory.
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Roads, Bridges and Much Debate

Ralph Fiennes plays domineering urban planner Robert Moses in David Hare’s information-heavy but inert play at the Shed

New York

hen you consider that

Robert A. Caro found

more than a thousand

pages of material

worth exploring in
“The Power Broker,” his Pulitzer
Prize-winning biography of Robert
Moses, the road-and-bridge-
builder who shaped the contours
of New York City and state per-
haps more than any man, it is be-
wildering to discover how little
palpable drama the distinguished
playwright David Hare has man-
aged to wrest from the life of Mo-
ses in “Straight Line Crazy.”

In truth, Moses’s complexity,
and the capaciousness of his leg-
acy, may be the root of the prob-
lem. Even with Ralph Fiennes, one
of our finest stage actors, portray-
ing Moses, the play often comes
across as an information-shoveling
talkathon. Those who made it
through the book will learn noth-
ing new—although the activist and

Point-scoring takes
center stage in the play
about the notorious New
York City figure.

writer Jane Jacobs (Helen
Schlesinger), one of Moses’s foes,
makes a few brief appearances
here, as she does not, oddly, in
Caro’s book. But even those with
just a glancing knowledge of the
man, or a curiosity about him, are
likely to find the play less than
riveting, mostly a staged debate
about the pros and cons of Moses’s
achievement.

The first act takes place in 1926,
when Moses’s base of operations
was on Long Island, where he began
grabbing up all available land—and
some that wasn’t available—to cre-
ate public parks and beaches, and
the means by which people from
the city could travel to them: hun-
dreds of miles of highways. Mr.
Fiennes’s Moses, unabashedly arro-
gant, has a fierce dynamism as he
browbeats his engineers and assis-

tants, bulldozing his way past ob-
stacles, mainly the entrenched op-
position from the wealthy with
baronial Long Island estates.

The supporting characters—a
casually imperious Guy Paul as
Henry Vanderbilt, leader of the
anti-Moses grandees; Moses’s
chief assistant, Finnuala Connell
(Judith Roddy, solid in a bland
role); the engineer Ariel Porter
(Adam Silver, ditto)—chiefly are
human sounding boards or
prompters who allow Moses to
pour forth his ambitions and his
history. Moses gets most of the
good if tidily pithy lines: “Once
you have a reputation for getting
things done, then you can get
things done.” Of the people he is
ostensibly working to liberate
from the stifling city: “We must
advance their fortunes without
having any respect for their opin-
ions.”

The directors, Nicholas Hytner
and Jamie Armitage, are stymied
by the play’s lack of notable action
or forceful conflict. It mostly takes
place in Moses’s planning head-
quarters, where designs are dis-
played on easels; while Mr.
Fiennes’s domineering Moses ani-
mates the proceedings, his under-
lings mostly stand in the back-
ground, scarcely more ambulatory
than those easels.

A welcome injection of energy
arrives when Gov. Al Smith (Danny
Webb) bustles into the room. Fill-
ing the office with the rumpled,
proudly vulgar air of a man of a

Clockwise from top: Adam Silver as Ariel Porter, Ralph Fiennes as
Robert Moses, Alisha Bailey as Mariah Heller; a scene from ‘Straight
Line Crazy’; Judith Roddy as Finnuala Connell and Mr. Silver

much lower class than Moses,
Smith has come to see whether it’s
true that Moses has begun em-
barking on his highways without
Smith’s permission. Mr. Webb’s
performance has a tangy punch as
Smith and Moses square off like
two bulldogs spoiling for a fight.
Mr. Fiennes’s Moses, previously
mostly an eloquent lecturer or
fierce layer down of the law, here
finally reveals flickers of insecu-
rity, knowing that Smith can aid or
destroy his ambitions; the play
leaps into churning life.

Unfortunately the vigor sub-
sides in the second act, set mostly
in Moses’s New York City head-

quarters in 1955. Here we see the
lion in winter, beginning to show—
in his deadened eyes, and volatile
fits of rage or contempt—the scars
of 30 years of relentless scheming
and strategizing.

Now it’s his antagonists, with
Jacobs joined by the actor and ac-
tivist Shirley Hayes (Alana Ma-
ria), who grab their airtime.
Which is unhappily what their at-
tacks on Moses’s vision for the
city feel like: the opposing team
getting its innings. Jacobs: “First,
he has this insane idea that the
answer to the problem of too
many cars is more cars. And sec-
ond, he’s convinced the answer to

the problem of congestion on our
roads is more roads.”

Even Moses’s underlings have
begun to kick at their idol’s feet of
clay. A new hire, a young black
woman named Mariah Heller (Al-
isha Bailey)—an unlikely employee
given her boss’s racism—trains her
fire on his “slum clearance” meth-
ods: “You knocked down buildings
full of Puerto Ricans and Mexicans

and Negroes, and you did it be-
cause to you they weren’t real
people. They were just dirt which
had to be cleared out the way.”

Finally the previously loyal
Finnuala takes her turn at the met-
aphorical lectern, rapping Moses
for his treatment of his wife, now
an institutionalized alcoholic, and
his habit of ignoring that Ariel has
multiple sclerosis, among a long
list of grievances: “There’s a bias
in everything this office does, and
it’s a bias towards the better off.”

Mr. Hare has long been a bril-
liant theatrical analyst of people
and institutions that hold the levers
of power, but here even an often-
dazzling turn by Mr. Fiennes cannot
disguise that the playwright is over-
matched by the sheer size of Mo-
ses’s monumental, and still contro-
versial, achievements.

Straight Line Crazy

Griffin Theater at the Shed, 545 W.
30th St, New York, $49-$139,
646-455-3494, closes Dec. 18

Mr. Isherwood is the Journal’s

theater critic.
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SPORTS

By LINDSEY ADLER

he World Series that be-
gins on Friday isn’t just
a matchup of ball
clubs—it’s a clash of
aesthetics.

The Houston Astros are de-
signed to play clean, consistent
baseball. The Philadelphia Phillies
carry a cloud of chaos as their 27th
man, the type of team that could
either get beaten up on or create a
chasm in the careful plan their op-
ponents map out against them.

It’s the type of pairing that
makes the unpredictable nature of
baseball such a crucial element of
the sport. Houston won 106 games
and moved steadily through their
regular season to reach the post-
season, where they have so far
swept the Seattle Mariners and
New York Yankees in their first
two series.

Philadelphia spent the year tee-
tering on the brink: They fired a
manager midseason, clawed their
way to finishing in third place in
the NL East, then claimed a wild-
card spot—in Houston, of all
places—in their third-to-last game
of the season.

Yet here they both stand on the
game’s biggest stage, hoping to
prove in the best-of-seven series
that their formula for winning is
the one that works.

The 87-win Phillies’ ascension to
the World Series provides an im-
mediate examination of MLB’s new
postseason formula, which ex-
panded from 10 teams to 12 as a
result of the most recent collective
bargaining negotiations. If the sea-
son had been played under the
2021 postseason, Philadelphia
would have missed the playoffs by
two games. Now, they’re four wins
away from planning a parade,
bringing about a new era in a
growing baseball debate: Do the
playoffs identify MLB’s best team,
or just the one that figures out
how to win games at the right
time?

“You get in the playoffs, any-
thing can happen,” said Phillies
manager Rob Thomson. “You get
on a roll and you have a little bit of
good fortune and some lucky
bounces, things just kind of keep
going and snowballing in your fa-
vor.”

“Expanding the playoffs, it
brings in a lot of revenue, so I
don’t think it’s going to go back-
wards,” said Astros ace Justin Ver-
lander.

This World Series pits a peren-
nial contender in Houston against
a team that just snapped an 11-year
playoff drought. It puts two-time
MVP Bryce Harper in a Fall Classic
for the first time in his 11-year ca-
reer, and will allow Verlander, the
future Hall of Famer, to go for his
second ring after putting together
another Cy Young-favored season
at 39 years old. It will feature Phil-
lies homegrown ace Aaron Nola,
who endured a handful of ugly sea-
sons for the organization to get to
this point. It may extend a break-
out moment for Houston’s rookie
shortstop, Jeremy Pefia, who rose
from being named Carlos Correa’s
replacement at the start of the sea-
son to the ALCS MVP.

World Series Is Consistency vs. Chaos

The Astros are a 106-win juggernaut while the Phillies spent the year teetering on the brink

[T
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Justin Verlander, above, is seeking his second World Series ring, while Bryce
Harper, right, is in the Fall Classic for the first time in his 11-year career,

“Houston, it’s a really good
team,” said Harper. “They know
how to win. They’ve been there be-
fore. Good pitching staff. I think as
a team, we don’t care who we play.
We just want to go in there and do
our job.”

This is, for the Astros and the
Phillies, the pinnacle of the work.
By the time the series begins on
Friday night, each team will have
had four days off to enjoy the sat-
isfaction of earning their respec-

Do the playoffs identify
MLB’s best team, or just
the one that wins at the
right time?

tive pennants. The focus will turn
to the wins they can accomplish
now, rather than the ones that
granted their admission to this
chance at a championship.

“As you saw, they don’t quit,”
Astros manager Dusty Baker said
of the Phillies. “You get this far,
you know they’ve got the same be-
lief over there that we have over
here. I'm sure it’s going to be a
great series.”

On paper, the most likely out-
come seems obvious: Houston is a

fundamentally sound team, led by
stellar defense, exceptional pitch-
ing, and a contact-driven offensive
approach. They were the best de-
fensive team in the American
League by Statcast’s Outs Above
Average metric, the best team ERA
in the AL (2.90), and had the sec-
ond-lowest strikeout rate in MLB
while still hitting for power. They
have shown this October an ability
to consistently win tight games—
six of their seven wins in the ALDS
and ALCS were decided by two
runs or less.

“The thing about this team is
that they don’t panic,” said Baker.
“They never panic. They try to find
a way.”

Meanwhile, their opponents
from Philadelphia are built on
hard-hitting, frequently wild field-
ing, and skilled-but-volatile pitch-
ing. They were the second-worst
fielding team in MLB by Outs
Above Average over the course of
the full season, though their infield
defense improved by September.
The Phillies hit for a higher aver-
age than the Astros, with a compa-
rable on-base percentage and slug-
ging percentage—but they strike
out nearly three times as often as
they walk.

Philadelphia got to this moment
through the newly expanded post-
season format, knocking out three
teams (St. Louis, Atlanta, and San

Diego) with better regular-season
records along the way. Houston
dismantled two of their most fa-
miliar opponents in the Mariners
and Yankees, putting together one
of the least-taxing seeming walks
to the World Series in recent his-
tory.

“As we have seen in the playoffs
time and time again, the hot team
is really difficult to beat in gen-
eral,” said Verlander.

The Astros have burned a steady
flame all year while the Phillies
have taken off like a forest fire in
recent weeks. Cold teams don’t get
this opportunity to compete for a
championship, but the blazes have
burned in different ways to lead to
this World Series.

The Phillies have won games all
season long by seemingly finding
their big moments, but their sus-
ceptibility to sloppiness is a tough
trait to bring to a matchup against
the Astros, who have shown a
knack for punishing their oppo-
nents for making mistakes.

“It’s a thought process that you
have,” Baker said. “Saying, ‘Hey,
boys, here’s our break. ”

This matchup might prove to be
meticulousness versus mayhem, a
study of styles as much as a series
of ballgames. Despite their diver-
gences, the Astros and Phillies will
enter this moment with something
in common: An opportunity to win
their way to a World Series cham-
pionship.

NWSL Ends Year Marked by Growth—and the Specter of Old Problems

BY RACHEL BACHMAN
AND LouisE RADNOFSKY

RARELY HAS A SPORTS LEAGUE
been so high and so low all at once.
The National Women’s Soccer
League, soon to cap its 10th year in
existence, set attendance records in
2022, made leaps in viewership and
revenue and is fielding bids to ex-

pand.

But the league is also absorbing
investigative reports that document
a long pattern of abuse of players
and the failure of league officials to
address it. The reports haven’t just
weighed on athletes, but also cast a
potential cloud over the league and
its future.

The NWSL’s upside and its risks
will be on full display in Saturday’s
championship game at Audi Field
in Washington, D.C.

One one side of the ball will be
the Kansas City Current, whose
ownership group has been heralded
as a model for its investment in
women’s facilities. The franchise
was sold and relocated from Utah
following the previous owner’s re-
ported use of racist language and
criticism of a racial-justice protest
involving players on his Major
League Soccer team.

On the other side will be the
Portland Thorns, whose owner,
Merritt Paulson, helped build one
of the world’s most commercially
successful women’s sports fran-
chises but stepped down from his
CEO role while apologizing for his
failure to warn other teams about
an allegedly abusive coach.

In the face of a difficult year,
NWSL athletes “just want to focus
on their trade, which is what all of
us sort of strive for in our work.
And that’s what I hope the champi-

onship’s about,” NWSL
commissioner Jessica
Berman said.

Berman took over
last March, following
turmoil spurred by a
fall 2021 story in the
Athletic that alleged
that then-North Caro-
lina Courage coach
Paul Riley had sexually
coerced players several
years earlier while
coaching the Portland
Thorns. Riley, who was
fired, has denied hav-
ing sex with players.

Earlier this month, a
U.S. Soccer-commis-
sioned report by for-
mer acting U.S. Attor-
ney General Sally Q.
Yates detailed years of
abuse and misconduct
across the sport. Now
the league is dealing
with the fallout.

A group representing fans of the
Thorns and MLS’s Portland Tim-
bers has called for Paulson to sell
both teams. But there will be no
awkward trophy lift if the Thorns
win on Saturday: Paulson won’t be
at the game, Berman said. Three fe-
male executives will be there in his
place, a spokesman for the teams
said.

Calls for owners to sell are pre-
mature, Berman said, since the
league and the NWSL Players Asso-
ciation have yet to conclude their
own joint investigation. Those find-
ings are expected out by the end of
the year, said Berman, a former la-
bor lawyer who previously worked
as an executive at the NHL and Na-
tional Lacrosse League.

In the wake of the Yates report,

a large question mark going for-
ward is the risk to the NWSL of
lawsuits. League and federation of-
ficials were aware of serious allega-
tions against coaches, but did little
to prevent them from continuing to
work with athletes, the report
found.

Lawyers who have won large
settlements for abused athletes in
other sports saw several ways for
NWSL players to pursue claims
against their teams, the league, and
U.S. Soccer.

Berman didn’t directly comment
on potential litigation risks.

“Right now our focus is really on
the future of the league and doing
everything in our power to put in
place the systemic reform that we
believe is required based on what

Portland Thorns players celebrate during a NWSL semifinal win over the San Diego Wave.

we learn in the investigation,” she
said.

One potential hurdle—the short
statute of limitations in most states
for adult victims to sue over inci-
dents that occurred years ago—
soon will fall in New York, the
home of the NWSL league office af-
ter its relocation this year from
Chicago.

Starting in November in the
state, adult victims of sexual as-
sault will have a one-year window
to sue their alleged abusers, re-
gardless of when the acts occurred,
as part of a law passed earlier this
year, said John Manly, who repre-
sented dozens of gymnasts sexually
assaulted by U.S. national gymnas-
tics team doctor Larry Nassar.

But establishing a connection to

AMANDA LOMAN/GETTY IMAGES

New York to access the new law
could still pose a second hurdle.

U.S. Soccer remains based in
Chicago. A federation representa-
tive said it hadn’t been sued for
anything related to NWSL miscon-
duct or abuse and declined to com-
ment further.

Inside the NWSL’s stadiums,
nearly all signs are trending up.
Ticket revenue increased 125% from
last year, according to the league,
thanks in part to large crowds for
two expansion teams in California.
San Diego Wave FC set the league
attendance mark with 32,000 at a
September game against Angel City
FC. The four top playoff-game at-
tendance figures in league history
all happened this month, with an
average of 22,756 across four cities.

Viewership of regular-season
games on Paramount+ increased
29% over last year, and league
sponsorship revenue is up nearly
90% over last year, the league says.
The NWSL didn’t lose any sponsors
after the Oct. 3 release of Yates’s
report, Berman said.

She said she anticipated receiv-
ing five to 10 “meaningful bids” to
land one of two 2024 NWSL expan-
sion teams, based on discussions
she has had with interested groups.

The Yates report did trigger
questions and due diligence from
prospective owners, Berman ac-
knowledged, but said many were
already aware of the abuse allega-
tions from earlier reporting.

“The right groups are still very
much engaged,” she said. “We need
people around the table who are
willing to face down the challenges
that women face in society, and are
willing to do the hard work to
solve those challenges in the
NWSL.”

FROM TOP: TROY TAORMINA/USA TODAY SPORTS; BILL STREICHER/USA TODAY SPORTS
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OPINION

The ‘Ranked Choice’ Scam

Would  you
prefer halibut
or salmon or
moose burg-

ers, in what

order, and
POTOMAC Dased  on
WATCH what sche
By Kimberley 18 0dds? Be-
A Strassel lieve’ it or not,

that’s a real

voting guide
to Alaskans this election year.
And it’s a warning to voters in
Nevada and nine cities and
counties across the U.S. being
asked this election to adopt
ranked-choice voting: Walk
away. Better yet, sprint.

Take it from someone liv-
ing through the hell that is
Alaska’s election system. Two
years ago, left-leaning out-
side groups quietly funded
Alaska liberals (posing under
the vanilla title Alaskans for
Better Elections) backing a
ballot initiative to do away
with the state’s perfectly
good election system. It was
replaced with a “top four”
primary and a ranked-choice
general election.

Most Alaskans didn’t know
what they were voting for,
since the initiative was a mind-
numbing 25 pages of single
type, and its boosters tucked
the voting part into the garble.
The initiative instead led with
a provision claiming it would
eliminate “dark money” (dou-
bly offensive given its own
cloaked funding). Even with all
this subterfuge, it barely
passed.

Proponents of this system
yammer on about how it ex-
pands choice, decreases po-
larization and forges consen-

sus. Alaskans can confirm the
opposite is true. Here’s what
the system really produces:
mass confusion, lower-quality
information, and increased
voter bitterness given the
system’s coercion.

The state got its unex-
pected first interaction with
this regime when Rep. Don
Young died in March. The en-
suing special “open” primary
featured 48 candidates, run-
ning as Republicans, Demo-
crats, Libertarians, indepen-
dents, “nonpartisans,”
“undeclared” and (no joke)
Santa Claus. All this “choice”
served only to deny Alaskans
useful information about any
one candidate. Choice be-
comes malevolent when it
eliminates meaningful debate,
denies voters information,
and lards ballots with no-hope
candidates that distract from
serious ones.

Four candidates advanced,
then one withdrew. (Santa
Claus finished sixth.) After
ensuing chaos as to what to
do in such a scenario, a state
judge barred the fifth-place
winner from advancing. So
Alaskans had only three op-
tions in the special general
election.

The Division of Elections
began carpet-bombing resi-
dents with “how to” guides
that managed the impressive
feat of making ranked-choice
more bewildering. Alaskans
for Better Elections released
a video comparing the pro-
cess to choosing dinner:
“Moose burgers are my first
choice, but if can’t have
those, then I choose grilled
salmon as my backup.”

But what if you don’t want
a “backup” politician? That
gets to the real problem with
ranked-choice—it’s coercive.
It forces voters to play its
complex game or risk not be-
ing counted. Alaska is a Re-
publican state, and two of
the three candidates who ad-
vanced—Sarah Palin and
Nick Begich Jr.—are Republi-
cans. They split the vote in
the first round of counting,

Alaskans know the
truth about this
confusing, coercive

voting system.
I

giving Democrat Mary Pel-
tola more votes than Ms. Pa-
lin. Mr. Begich was then
eliminated. Half his voters
went to Ms. Palin. Only
about a quarter went to Ms.
Peltola, but it was enough to
push her over 50% of those
who ranked either her or Ms.
Palin.

Yet notice the numbers
don’t add up. About 20% of
Mr. Begich’s supporters
didn’t put a second choice—
either in confusion or pro-
test. (A full 35% of Palin vot-
ers didn’t.) Those voters
didn’t want Ms. Peltola—they
wouldn’t mark her name—but
for refusing to play the game,
their punishment was to be
stuck with her anyway. Thus
does a state that Donald
Trump won by 10 points, and
in which 60% of the voters
chose first a Republican, end
up with a Democratic repre-

sentative. Consensus? Hardly.
The word is “rigged.”

The end of polarization?
As Alaskans gear up to do all
this again, witness the non-
stop political attack ads.
They are as vicious as they
come. Add to this voter fury
that this time they are being
asked to rate moose burgers
against halibut against pizza
against salmon in the House
race (again), a Senate race, a
governor’s race and races for
state House and Senate. The
sample ballot looks like a de-
ranged SAT. Fold in contin-
ued public bitterness that lib-
eral groups targeted Alaska
to be a ranked-choice guinea
pig, sold the initiative decep-
tively, and are spinning the
results with juked analysis
and polls.

Residents snarfed to see
Bruce Botelho (a long-ago
Democratic state attorney
general, now with Alaskans
for Better Elections) insist in
a piece in the Hill that Alas-
kans love this hot mess. They
roll their eyes to read the
mainstream media gloss on
the project, quoting the out-
fits trying to foist the same
on other unsuspecting voters.
The better gauge comes from
pollster Ivan Moore of Alaska
Survey Research, who told
Alaska Beacon that his num-
bers show conservative vot-
ers dislike ranked-choice vot-
ing by a 6-to-1 margin.

As for the lower 48 pundi-
tocracy flacking for the sys-
tem, come on up and stand in
voting lines with Alaskans to
see how happy they are with
this debacle.

Write to kim@wsj.com.

Living Among the Dead in Manhattan

HOUSES OF Halloween is

WORSHIP a memento
By Faith mori, a re-
Bottum minder of
death. It’s
also an oc-

casion for neighbors to give
candy to children and for
college kids to dress up and
drink. But the tradition
started as the hallowed eve
before All Saints’ and All
Souls’ Days: the disturbing
moment we remember that
in the midst of life, we are in
death.

And good thing, too. A life
lived among the dead is both
thicker and deeper. “The
communion between the liv-
ing and the dead is an in-
credibly foundational princi-
ple,” explains Rabbi Mark
Gottlieb, dean of the Tikvah
Summer Institute at Yale
University. “By insisting that
the dead are a part of that
community, we enlarge both
our discourse and our sense
of what truly matters.”

Even Manhattan hasn’t
eliminated all of its cemeter-
ies and old ghosts. Despite
the late 19th- and early
20th-century efforts to ban-
ish graveyards in the name
of public health and some
vague sense of modern prog-
ress, at least nine grave-
yards can still be found on
the island.

Among them is the New
York City Marble Cemetery in
the East Village, with monu-
ments marking the under-
ground vaults between tall
ivy-covered trees. There’s also
Old St. Patrick’s Cathedral,

between Mott and Mulberry
Streets, with its gray crypts
wrapped in the protection of
a red brick wall.

Perhaps the most beauti-
ful is Trinity Church Ceme-
tery, near Wall Street. Cre-
ated in 1697, it’s where such
figures as Alexander Hamil-
ton and the steamboat inven-
tor Robert Fulton are buried.
Although hemmed in by the
glassy skyscrapers of the fi-
nancial district, the old mar-
ble, slate and granite head-
stones somehow fit the small
space. A brick path drifts
through the grass. “Sleep,
Lovely Babe, and take thy
rest,” reads the 1731 head-
stone of Nicholas Ellsworth,
who died at age two, with a
skull and two flowers carved
above.

Less attractive, and per-
haps for that reason starker
in its reminder of the dead,
is the Third Cemetery of the
Spanish Portuguese Syna-
gogue, on 21st St., between
Sixth and Seventh Avenues.
Stuck between nondescript
yellow and red brick build-
ings, it almost looks like a
backyard lot, with a Citi bike
station in front. But through
the curled pig-iron fence
passersby can see the simple
white gravestones set be-
neath five trees.

The ancient cities were
built around the dead, the
great scholar of Greek and
Roman urban life, Fustel de
Coulanges, argued in the
1860s. Attempting to turn
their backs on death, modern
cities have thinned down the

human experience to nothing
more than the present. Each
small appearance of the dead
in a city, each ghostly intru-
sion of the departed into our
busy lives, reminds us that a
connection to the past thick-
ens the present. Our lives are
built on the contributions of
those who came before us,
the things they built and the
promises they made, explains
Pastor David Benke, a Lu-
theran leader in New York.

Cemeteries, especially
on Halloween, remind
us of our mortality

and roots in the past.
|

We are bound, he says, “to
the dreams and hopes of
those who preceded us,” be-
cause they “connect us to the
bigger story, . . . to what I
would call perpetual care.”
There’s a temptation to
think about life only through
the lens of the present and
future. But “the presence of
the dead is very palpable,
and a graveyard is the mate-
rial expression of that social-
ity or that communion,” in-
sists Rabbi Gottlieb. The
result is that cemeteries
have an important effect on
urban life. In all the city’s
bustle, the cemeteries are
there: a quiet presence that
demands reflection. “When
the graveyard is in the mid-
dle of the city, you can keep
whistling” past it, says Rev.

Gerald Murray, pastor of
Holy Family Catholic Church
on 47th St. “But one day the
whistling is going to stop.
It’s good to have that visual
impact of a graveyard. It hu-
manizes the city in a way
that little else can do.”

Halloween is a Christian
adaptation of Celtic pagan
harvest festivals, particularly
Samhain, in which the Celts
would dress up in costumes
to ward off ghosts. In the
late Middle Ages, the Octo-
ber night was taken as the
moment at which constraints
on ghosts were weakest, be-
fore the holiness of the
saints drove them back at
dawn. Imported to America
in the 19th century, Hallow-
een became a kind of unseri-
ous harvest festival, mixed
with elements of the Ger-
mans’ Walpurgis Night and
the Mexicans’ Day of the
Dead.

Among all the rest, Hal-
loween can be a somber yet
useful occasion. The quiet
breaths of New York’s ceme-
teries serve as reminders of
the past: murmurs that tell
us we must die, and that the
dead are still among us.
Graveyards are “a good re-
minder,” Father Murray
notes. “People nowadays
would say, ‘No, that real es-
tate is too valuable for a
graveyard.” ” We should say
instead, “No, money can
wait.”

Ms. Bottum is an assistant
editorial features editor at
the Journal.

Rolling Stone Gathers No Facts

By Stephen Moore

rtists once aspired to be

“on the cover of the

Rolling Stone.” But
what was once a fun pop-cul-
ture magazine has evolved
into a dreary leftist propa-
ganda outlet. In August I was
the target of a fact-free hit
piece designed to defend
President Biden’s legally dubi-
ous and economically indefen-
sible student-loan forgiveness
plan. The article was titled
‘Deadbeats’ Don’t Pay Debts,
Says Trump Fed Pick Held in
Contempt for Not Paying
Debts.”

In 2019 President Trump
announced that he was nomi-
nating me for a seat on the
Federal Reserve Board of Gov-
ernors. I withdrew from con-
sideration after I came under
personal attack on a variety
of fronts. Rolling Stone’s Ryan
Bort resurrected one of those
attacks for an ad hominem re-
buttal to my criticism of the
student-loan policy.

Mr. Bort wrote that at the

time Mr. Trump selected me,
I “owed $75,000 in taxes, ac-
cording to a claim filed by the
IRS a year earlier.” That was
supposed to make me a
“deadbeat” and somehow vin-
dicate Mr. Biden’s student-
debt plan.

But I didn’t owe $75,000.
The Internal Revenue Service
owed me money. Mr. Bort was
referring to a dispute I had

The magazine claims
I failed to pay a tax
debt. It was the IRS

that owed me money.
I

with the IRS that was unre-
solved when Mr. Trump se-
lected me. On May 10, 2019, a
week after I withdrew from
consideration for the Fed po-
sition, the IRS sent me a
check for $84,392.34 for
overpayment of taxes dating
back to 2014. (I had to spend
thousands of dollars in legal

and accounting fees to win
my appeal. So much for the
Democrats’ claim that “if you
pay your taxes, you have
nothing to worry about,” as
justification for hiring some
75,000 more IRS agents.)

Mr. Bort never contacted
me to ask for my side of the
story; he simply repeated a
three-year-old account from
the Guardian, a leftist British
publication. Even when I
showed his editors the IRS re-
fund check, they refused my
demand for an apology and
retraction. Instead they added
a sentence acknowledging the
IRS refund and recast the
headline to focus on an ali-
mony dispute that my ex-wife
and I settled years before Mr.
Trump selected me for the
Fed.

Rolling Stone has a history
of making reckless and de-
famatory accusations in fur-
therance of a political agenda.
In 2014 it published a fabri-
cated story of gang rape at a
University of Virginia frater-
nity house, and last year it

ran a fictitious article titled
“Gunshot Victims Left Wait-
ing as Horse Dewormer Over-
doses Overwhelm Oklahoma
Hospitals, Doctor Says.” The
former led to a grudging re-
traction and multiple law-
suits, the latter to another re-
written  headline:  “One
Hospital Denies Oklahoma
Doctor’s Story of Ivermectin
Overdoses Causing ER Delays
for Gunshot Victims.”

In my case, the magazine’s
deputy general counsel wrote
to me that “even if you later
resolved the dispute favorably
. . . this does not render our
report false.” Apparently this
assault on my integrity was
too good to check—a standard
more suited to partisan attack
ads than to journalism.

Mr. Moore is an economist
with FreedomWorks and a
former economic adviser to
Donald Trump. His Ilatest
book is “Govzilla: How the Re-
lentless Growth of Govern-
ment Is Devouring Our Econ-
omy.”
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The Customs
Of the Countries

License to Travel

By Patrick Bixby
(California, 230 pages, $24.95)

Battle of Agincourt in 1415, tells his army that anyone

who doesn’t wish to soldier on will be allowed to return
home from France: “He which hath no stomach to this fight,

/ Let him depart; his passport shall be made, / And crowns
for convoy put into his purse.”

Henry’s reference to a passport, it turns out, is a bit of an
anachronism. As Patrick Bixby notes in “License to Travel,”
the word passeport did not emerge in French until 1420,
five years after Agincourt, to “denote a certificate for the
free circulation of merchandise.” The term entered English
as “pasportis” and came to signify a safe-conduct pass later
in the 15th century, but the first record of it in the form that
Shakespeare uses appears in John Baret’s English-Latin-
French dictionary of 1574.

In “License to Travel,” Mr. Bixby, a professor of English at
Arizona State University, explores the passport’s linguistic
journey and much else. Presented as a cultural history of the

ubiquitous document, the book

is more broadly about changing
customs of travel and the ways in
which nation-states have permit-
ted and restricted the movement
of people. The author offers an
impressive survey and a goad to
further reading.

Mr. Bixby examines the pre-
history of the passport as we know
it today. In the Book of Nehemiah,
the eponymous narrator requests
letters of safe passage from Persia’s
Artaxerxes I in order to travel to

Judea and rebuild the walls of
Jerusalem. Excavations at the
Athenian Agora have unearthed “a number of terra-cotta
tokens” from the 4th century B.C. “for official couriers and
private individuals sent out from Athens to military head-
quarters across the region.” In Han China (202 B.C.-A.D. 220),
travelers were required to carry a passport (zhuan) that
identified its holder and listed his physical characteristics.

Though certificates of this sort were often employed as
practicalities throughout the next two millennia, the
requirement to hold a passport was not always clear. In
Europe during the mid-18th century, the era of the “Grand
Tour,” there were still no firm and uniform standards:
“Travel documents could take the form of a government-
issued safe conduct pass or a semiformal letter from some
high-ranking individual,” Mr. Bixby notes, “though they
were almost invariably a single large sheet of paper, with a
watermark and a seal to assert their authenticity.” Visitors
typically acquired these documents upon their arrival in
the host country—sometimes at a considerable price.

Frederick Douglass was not granted a U.S. passport until
1886, a half-century after he escaped from slavery. When
he was suspected by authorities of supporting John
Brown’s raid on Harpers Ferry in 1859, Douglass was
forced to flee to Canada and then to England for a spell.
The great abolitionist had hoped to visit France, but the
country had tightened its entry requirements after an
assassination attempt on Napoleon III. “Leaving nothing
to chance,” Mr. Bixby relates, “the traveler applied for the
necessary documentation by writing to the US minister to
the United Kingdom.” Douglass was denied a passport on
the grounds that he was not an American citizen. (This
was soon after the infamous Dred Scott decision.)

When he finally received his passport, on the eve of his
honeymoon with his second wife, Helen Pitts, Douglass still
recalled the official who rejected his request for a license
to travel: “This man is now dead and generally forgotten, as I
shall be; but I have lived to see myself everywhere recognized
as an American citizen.” His travels would take him through
Dijon, Lyon, Avignon, Marseille, Genoa, Pisa, Rome, Naples
and through the Suez Canal on to Cairo and beyond.

I n Shakespeare’s “Henry V,” the king, on the eve of the

A wide-ranging cultural history of
the passport—from the Old Testament
to World War I to the Schengen Area.

Still, at the turn of the 20th century, a privileged sort of
traveler could expect few obstacles when going abroad. Mr.
Bixby quotes the Austrian novelist Stefan Zweig: “Before
1914 the earth had belonged to all,” Zweig wrote in his
memoir “The World of Yesterday” (1942). “People went
where they wished and stayed as long as they pleased.
There were no permits, no visas, and it always gives me
pleasure to astonish the young by telling them that before
1914 I traveled from Europe to India and to America without
passport and without ever having seen one.”

World War I entrenched the passport requirement on a
broad scale. In America, the Wartime Measure Act, signed
into law by Woodrow Wilson in 1918, made it “unlawful for
any citizen of the United States to depart from or enter...
the United States unless he bears a valid passport.” The
League of Nations, established under the auspices of the
postwar Paris Peace Conference, drew up uniform standards
that passport booklets should measure 15.5 by 10.5 centi-
meters and contain 32 pages, 28 of which would hold visa
stamps.

“License to Travel” moves swiftly through various tumults
of the 20th century, including Varian Fry’s efforts to spirit
Jewish and anti-Nazi refugees out of the south of France
during the Holocaust and Leon Trotsky’s assassination in
Mexico by Ramon Mercader, who infiltrated Trotsky’s circle
with the aid of a forged Canadian passport. Along the way
there are cameos from Hannah Arendt, Ai Weiwei, Langston
Hughes, Paul Robeson, Elon Musk, Slavoj Zizek, Willa Cather,
Gertrude Stein, Sun Ra and Marc Chagall. At times his
attempt to encompass so much material leads Mr. Bixby to
stretch the theme a little thin.

The later sections take stock of the global refugee crisis
and the role of the passport in an era of pervasive surveil-
lance technologies. “Now, more than ever,” Mr. Bixby con-
cludes, “we are our documents: they tell the world who
we are, where we come from, and where we can go.” Ours is
not the world of Stefan Zweig.

Mr. Shull is a books editor at the Journal.
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The Court and Racial Preferences

great triumph of 20th-century Ameri-

can government was the Civil Rights

Act of 1964. It broke the back of Jim
Crow and reasserted the prin-
ciple that no one should be
discriminated against for his
race. The Supreme Court has
a chance to reaffirm that vital
American principle on Mon-
day when it hears challenges
to the admissions practices at
Harvard and the University of
North Carolina (Students for Fair Admissions
v. Harvard College and SFFA v. University of
North Carolina).

The case is an important moment for Ameri-
can law but even more for the country’s social
and political future. America is becoming in-
creasingly diverse. Yet rather than assimilate
this melting pot with race-neutral principles,
many in our political class want to divide Amer-
ica into racial categories, allocating jobs, bene-
fits and even elections based on race.

The Biden Administration is trying to embed
this practice across the federal government and
impose it on the private economy. This is a de-
structive trend that will inevitably lead to more
racial balkanization and enmity.

* * *

The Supreme Court has too often assisted
this racial division, notably in education. The
seminal mistake was the 1978 Bakke decision
in which a plurality opinion by Justice Lewis
Powell opened the door to racial preferences.
Universities pushed that door wide open,
which the Court ratified in the misbegotten 5-4
Grutter v. Bollinger decision in 2003.

Justice Sandra Day O’Connor predicted for
the majority in Grutter that racial preferences
wouldn’t be necessary in admissions in 25
years, but 19 years later they are even more
pervasive. The plaintiffs in Harvard and UNC
argue that the schools violate Title VI of the
Civil Rights Act, which bars recipients of fed-
eral aid from discriminating by race. The Four-
teenth Amendment’s equal protection clause
also prohibits states, including public universi-
ties, from discriminating by race.

Grutter’s great mistake was carving out an
exception for colleges to use race in admissions
to achieve a diverse student body. The Court set
some guardrails, including that race may only
be a “plus” factor, cannot "unduly harm” non-
minority applicants; and must be considered
alongside “all” forms of diversity. Universities
were also required to consider race-neutral al-
ternatives and to ensure that racial preferences
are “limited in time.” But the Court said—wink,
wink—it would be “presumed” they are acting
in “good faith.”

Evidence uncovered from Harvard and UNC
shows they aren’t. Like most colleges, Harvard
uses “holistic” admissions reviews that include
nonacademic and subjective criteria. Applicants
are assigned academic, extracurricular, athletic,
personal and overall ratings. But the personal
ratings seem to reflect racial bias, and they are
weighted heavily in the overall scores.

Applicants with similar academic qualifica-
tions thus have hugely disparate admission
rates. The plaintiffs show that only 22.2% of
Asian-Americans who rate in the top 10% aca-
demically received a high personal score com-
pared to 34.2% of Hispanics and 47% of blacks.

The Justices can
reassert the principle
that discriminating
by race is illegal.

Do these differences owe to conscious prejudice
or what the left calls “implicit” bias?

Asian-Americans in the top 10% academi-
cally have a 12.7% chance of
getting into Harvard com-
pared to 15.3% for whites,
31.3% for Hispanics, and 56.1%
for blacks. Harvard can’t ex-
plain the large disparities if
race is merely one factor
among many, or why admis-
sions officials apparently be-
lieve Asian-Americans have personal attributes
that make them less worthy.

UNC’s admissions also demonstrate racial
disparities that suggest bias. According to one
statistical analysis, an out-of-state Asian-
American in the fourth highest academic decile
has only a 6.5% chance of admissions com-
pared to 57.7% for a black. Another analysis
finds that a white, out-of-state male with 10%
odds of admission would have a 98% chance
if he were black.

Online chats among admissions officers also
show that UNC held non-Asian minorities to
lower admissions standards—what George W.
Bush once called the soft bigotry of low expecta-
tions. “If its brown and above a 1300 [SAT] put
them in for [the] merit/Excel [scholarship],” one
officer wrote. Another: “Stellar academics for
a Native Amer/African Amer kid.”

Both colleges claim they don’t put undue em-
phasis on race. Yet a district court judge found
that race was “determinative” for at least 45%
of Harvard’s admitted black and Hispanic appli-
cants. If Harvard eliminated racial preferences,
the black share of its undergrad class would fall
to 6% from 14% and to 9% from 14% for Hispan-
ics. Race is a triple-plus factor.

Colleges could instead adopt race-neutral
policies that still benefit minorities as public
universities in nine states have done. For in-
stance, Harvard could reduce alumni legacy
preferences that primarily benefit affluent
whites and give more weight to economic back-
ground. California schools have managed this
without great rancor since voters there barred
government discrimination by race in a refer-
endum in 1996 and again in 2020.

* * *

The Harvard and UNC cases prove that Grut-
ter was wrongly decided and unworkable.
There are no substantive reliance interests that
would argue against overturning it. Colleges
could abandon racial preferences tomorrow
without overhauling their admissions process.
Many no doubt would devise race-neutral ways
to admit minority applicants.

Grutter’s misplaced hope was that eco-
nomic mobility would render racial prefer-
ences obsolete. Instead, colleges have helped
to cover up the failures of K-12 public educa-
tion, which disproportionately harms black
and Hispanic children. Rather than leading to
more racial comity, Grutter has bred division
and resentment. This may explain why a ma-
jority of Americans in most polls say they
want race-neutral government policies and
admission standards.

By ruling that racial preferences in admis-
sions are illegal, the High Court can send a
powerful message that discriminating by race
is contrary to American principles and destruc-
tive to social harmony.

Impeaching Larry Krasner

rogressive district attorneys have pre-

sided over a resurgence in urban crime,

and the demand for a political correction
is rising. The latest DA in the
dock is Philadelphia’s Larry
Krasner, and on Wednesday
Republicans in the state House
filed articles of impeachment
against him.

Mr. Krasner won election
in 2017 with the help of
George Soros, and crime has
surged on his watch. On Monday a bipartisan
House committee faulted the district attorney
and his policies for contributing to “a cata-
strophic rise in violent crime at the expense
of public safety.”

On Tuesday Charles Cherry, age 30, became
the thousandth person slain in Philadelphia
since Jan. 1, 2021. That’s up from 535 murder
victims over the same period in 2016-2017.
This year robberies with a gun are up 160%
and aggravated assaults involving a gun are
up 62% compared to the same period in 2017,
the year before Mr. Krasner took office.

Philadelphia police data show that so far this
year at least 1,938 people have been shot. That
includes “eight victims of non-fatal shootings
who have not yet celebrated their sixth birth-
days,” the committee report notes.

Under Mr. Krasner, “criminals know that
their likelihood of getting caught with a gun
is slim and, even if they get caught, they feel
that they can leave without severe (or any)
consequences,” according to an analysis
commissioned by the Philadelphia Police De-
partment and quoted in the House commit-
tee’s report.

In a statement to the Philadelphia Inquirer
Monday, the DA’s office said the committee re-
port “fails to establish a connection between
reported crime incidents and Krasner’s poli-
cies because one doesn’t exist.”

But then why the spike in crime? Mr. Kras-
ner announced upon taking office that he’d
no longer seek cash bail for some 25 of-
fenses, including driving under the influence,
retail theft and some drug offenses. Last year

Crime has surged under
Philly’s progressive
district attorney, who
won’t change policies.

67% of all offenses and 70% of violent of-
fenses in Philadelphia were withdrawn or
dismissed, compared to 35% and 51% respec-
tively in 2017. The House
committee acknowledged
that these statistics combine
cases when Mr. Krasner’s of-
fice decided not to prosecute
and cases subject to judicial
dismissals.

Yet it also flags “a trou-
bling trend” in Mr. Krasner’s
handling of gun crimes. His office decided not
to prosecute in 18% of cases in 2019 and 21%
of cases in 2020, “compared to the respective
statewide averages of 8% and 10%.”

The House articles of impeachment claim
Mr. Krasner’s “lack of proper leadership” is a
“direct and proximate cause of the crisis” in
Philadelphia and accuse him of being “derelict
in his obligations to the victims of crime.” They
also claim Mr. Krasner has “at every turn, ob-
structed the efforts” of the House committee
investigating the spike in crime.

Under the Pennsylvania Constitution, the
impeachment standard is “misbehavior in of-
fice,” and an impeached official is disqualified
from holding office again. Pennsylvania re-
quires two-thirds of the Senate for conviction,
which would require a bipartisan vote.

Mr. Krasner dismisses impeachment as par-
tisan politics and an attempt to “erase Phila-
delphia’s votes.” Last week he also compared
Republican criticism of lawlessness in Phila-
delphia to “the Southern strategy” he claims
the GOP used and accused Republicans of en-
gaging in “coded and racist messaging.” That
resort to racial politics may surprise black
residents of Philadelphia who are the most
frequent victims of gun violence.

Whether to impeach Mr. Krasner is a politi-
cal question, and Republicans will have to con-
sider that Mr. Krasner won re-election last
year with nearly 70% of the vote. But crime
continues to surge, and Mr. Krasner refuses
to change the policies that encourage it. His
damage to Philadelphia and to the victims of
crime is undeniable, impeachment or not.

LETTERS TO THE EDITOR

Missing From the U.S. Military’s New Pitch

The op-ed by the secretaries of the
Army, Air Force and Navy (“Uncle
Sam Wants You for a Military Job
That Matters” by Christine Wormuth,
Frank Kendall and Carlos Del Toro,
Oct. 25) is an interesting piece of re-
cruiting. What’s left out is that those
same secretaries would rather have
critical race theory taught to our ser-
vicemen than work to create a war-
rior ethos.

I got out of the Navy because I re-
ceived an honor code at the Naval
Academy but saw many admirals vio-
late it while speaking to Congress
and the public. That said, there are
many benefits to serving our country,
and I would do it again in a heart-
beat—if I could just be young again.

CMDR. HAL DanTONE, USNR (RET.)
Kingsville, Texas

The secretaries may rest assured
in one regard: Veterans are already
conveying their stories of service to
young Americans. Unfortunately, I
doubt former service members are
winning over the next generation of
recruits with tales of inept bureau-
cracies that hamper the core military
mission at every turn, whole days
lost to stale online training on crip-
pled computer networks and a risk-
averse culture that smothers personal
initiative. Neither will they with sea
stories of unaccountable payroll er-
rors, eroded standards of conduct,
maddening acquisition systems and
absurd processing times for the most
basic paperwork (assuming it doesn’t
mysteriously vanish).

Active-duty service members are
sharing their experiences as well.
Perhaps herein lies some of our re-
cruiting woes.

CMDR. MICHAEL A. LEg, USN
Holly Ridge, N.C.

Missing from the civilian leaders’
op-ed are the fundamental words that
I associate with a military set to win
a war: teamwork, grit, cohesiveness,
fighting spirit and bravery. Instead I
saw diversity, equity and inclusion.
We don’t need woke programs, we
need warfighters. China must be
laughing at us right now.

JOE HANNA
Livermore, Calif.

I served for 26 years and would
like to tell another side of the story,
separate from the educational bene-
fits and service to country. You will
serve with people from all over the
country and from every race. My wife
and children spent nine of those
years in France and Germany. My
youngest daughter was born in Paris.
But most of all, I want to tell you
about the lifelong friends we made.
When you serve overseas, your
friends become your family. Some
came from all over the country to at-
tend our 50th and 60th wedding an-
niversaries. We visited them as well
in Washington and Florida. I am not
saying you have to serve that many
years, but I am saying you will trea-
sure those years forever.

M.SGT. MARvV LEiBowiTz, USAF (RET.)
Universal City, Texas

The Public-School Monopoly and ‘3-Cueing’

Regarding Jeb Bush’s “How to End
the Epidemic of Failure in America’s
Schools” (op-ed, Oct. 24): The prob-
lem isn’t an epidemic but a monopoly
in America’s public schools, thanks to
teachers unions and school adminis-
trators. Their failure is driven by lack
of competition and poor capital allo-
cation with no required rate of return
on taxpayer capital.

The simple solution is school
choice. Let parents decide where to
send their children to school. Given
vouchers, parents will allocate capital
to schools that provide the best edu-
cation for their children.

TERENCE E. BURNS
Fairfax Station, Va.

Mr. Bush’s writes that “the ‘3-cue-
ing’ approach, which asks students to
look at pictures and guess instead of
sounding out words, should be
scrapped.” He couldn’t be more cor-
rect. My wife, a retired special-educa-
tion teacher, has been, for her entire
teaching career, a strong proponent
of the phonics method of teaching
children to read. Every school-board
member in the country should read
Mr. Bush’s comments and implement
his recommendations. The looking-
and-guessing method of learning to
read has failed, with serious conse-
quences for the country.

MIiLLARD YOUNKERS
Denver

Catholic Church Gives Up Too Much to China

Call it a deal with the devil. By al-
lowing the Communist government of
China to have a say in the appoint-
ment of bishops, the Catholic Church
has opened the door for further Com-
munist infiltration and influence
within the church in China, and per-
haps beyond (“Of Catholics and Com-
munists,” Review & Outlook, Oct. 24).

Just what kinds of bishops would
the church expect the Chinese Com-
munist government to endorse—stal-

A Secular Religion Is Being

Established in American Law

I agree with Prof. Philip Ham-
burger that federal and state govern-
ments are blatantly discriminating
against those who don’t share their
woke beliefs and agenda (“America
Needs a New Civil Rights Act,” op-ed,
Oct. 17). I would go one step further.

Merriam-Webster’s definition of
religion includes: “a personal set or
institutionalized system of religious
attitudes, beliefs, and practices” and
“a cause, principle or system of be-
liefs held to with ardor and faith.”
Can the woke agenda and its moral
relativism be anything but a newly
established government religion? It is
slowly but assuredly being instituted
into law via legislation and bureau-
cratic regulation, and it is occurring
despite our First Amendment.

JoHN M. LACROSSE
Oceanside, Calif.

Witness Britain’s Strength
Amid the Political Disarray

Walter Russell Mead is right to say
“Britain isn’t failing” (“Britain’s De-
cline From Winston to Liz,” Global
View, Oct. 25). Recent political
changes are likely the high-water
mark of our post-Brexit convulsions.

One benefit of being an old coun-
try is that we know we can settle our
internal disagreements. Norman or
Saxon? Rome or Canterbury? Monar-
chy or republic? Free trade or impe-
rial preference? Trade unions or en-
trepreneurs?

It is a strength that this house can
divide so volubly. It is a bequest to
the democratic world of which we
ought to be more proud.

JONATHAN MCMAHON
Middle Chedworth, England

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.

wart defenders of the faith like John
Paul II and Cardinal Joseph Zen? Or
is the regime more likely to push for
cheerleaders like, in a different con-
text, Russian Orthodox Patriarch
Kirill of Moscow?

The Catholic Church is better off
underground in China. Though it
would doubtless continue to be per-
secuted by the Communist regime, it
would also inspire the rest of us with
its faith and fidelity to the gospel of
Jesus Christ.

MicCHAEL J. CLARKE
Baldwin, N.Y.

The Vaccine, Covid Infection
And the Risk of Myocarditis

In her letter (Oct. 26), Kathryn Ad-
ams takes issue with Florida Surgeon
General Joseph Ladapo’s recommenda-
tion against mRNA Covid-19 vaccina-
tion for young men (“Covid Boosters
Aren’t for Everyone,” op-ed, Oct. 21).
Dr. Adams cites studies that indicate
the myocarditis risk is higher for Covid
patients than for Covid vaccine recipi-
ents. Therefore, Dr. Adams concludes,
myocarditis risk shouldn’t be a reason
not to receive the vaccine.

That would be true if the vaccine
prevented infection and transmission.
If, however, the vaccine doesn’t pre-
vent infection, then the myocarditis
risk is additive. A young man who
takes the vaccine runs the risk of
contracting myocarditis from both a
Covid infection and the shot; a young
man who doesn’t get the shot might
have a lower risk, especially consider-
ing Covid morbidity is already ex-
ceedingly low among this population.

GORDON GOULD
Boulder, Colo.

Pepper ...
And Salt
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OPINION

A Time for Choosing for Republicans

By Dan Crenshaw

onald Reagan gave his

famous speech “A Time

For Choosing” a week

before Election Day 1964.

Nearly six decades later,

the speech remains relevant, and
the parallels to the circumstances
we face today are striking. The bat-
tles against big government and
Marxist do-gooders have changed
only in the sense that they have in-
tensified. Americans are still debat-
ing our role in the world—even as
war rages in Europe. We are uncer-
tain of our future, as we were then.
Reagan decried a bloated welfare
state, a militant tax-and-spending
regime in Washington, and the bla-
tant bribing of Americans with their
own tax dollars for their votes. Full
Democratic control of Washington

Nearly six decades later,
the GOP is divided and
Ronald Reagan’s famous

speech still resonates.
1

over the past two years has pro-
duced the kind of government Rea-
gan could have imagined only in a
fever dream. The inflationary Infla-
tion Reduction Act and the uncon-
stitutional forgiveness of student
loans via executive fiat were shame-
less attempts to buy votes before a
midterm election.

The choice before Americans next
month is simple. Will we sell our
votes to politicians promising us
prosperity if only we give them
more of our money? Will we choose

to be free—acknowledging the risks
and challenges that inevitably ac-
company freedom—or will we
choose to be dependent? Will we, as
Reagan said, “believe in our capac-
ity for self-government, or abandon
the American Revolution and con-
fess that a little intellectual elite in
a far-distant capital can plan our
lives for us better than we can plan
them ourselves”?

As Republicans, we believe in the
challenge of freedom and individual
responsibility. We affirm, as the
Founders did, that prosperity and
innovation and greatness are born
from free enterprise, and that the
government exists to protect that
freedom, not diminish it. The good
news is that polling indicates most
Americans agree. This election may
well be a referendum on the kind of
governance Reagan warned us about
decades ago.

But it is also a time for choosing
for conservatives. We have to

Reagan delivers his ‘A Time for Choosing’ speech, Oct. 27, 1964.

choose how we will fight for the
great vision that Reagan articulated.

The right is divided these days,
which is odd, considering that by
any measure there are fewer ideo-
logical and policy differences within
the Republican Party than ever. Yet
factions persist. The divisions are
becoming more severe and more
toxic. Some in our movement insist
on sorting themselves into labels:
populists, nationalists, MAGA, main-
stream—but without any real clue
as to what ideas separate these
groups. These groupings function
more like grade-school cliques than
serious political divisions. They are
about style over substance.

These divisions are manufactured
by opportunists—mostly online and
on television—who can’t string a
sentence together about serious
public policy but are quick to label
anyone and everyone a “RINO” or
“establishment sell-out.”

These are the people who say

RONALD REAGAN LIBRARY

they fight for the conservative
movement but in reality only fight
for attention, fundraising dollars,
clicks and views. They know that
Americans have been conditioned to
be attentive to Kardashian-like
drama, and so they serve it up in
our political arena. It’s unhealthy,
and we have to stop rewarding it. It
makes us seem bitter, unserious and
unlikable.

To beat the increasingly radical
left, we have to unite, and we have
to fight to win. In politics, you win
only when you’re persuading those
who disagree with you.

This is the choice before conser-
vatives: Will we be happy warriors
or furious flame throwers? When
we communicate, will we persuade?
Or will we serve up a limited menu
of red meat? Will we succumb to
our grievances and bitterness as
the left advances, take the bait
they’ve set for us, and become the
caricatures they want us to be?
Will we do the hard work, play the
long game, win majorities and sus-
tain them, in order to implement
policy?

I would rather we follow the
electoral success of President Rea-
gan, achieved not through grievance
but through inspiration. We may
win this one election off the coat-
tails of the other side’s seemingly
endless incompetence. But we will
win the next 10 elections with inspi-
ration, with vision and with the
time-tested principles that Reagan
defended so well.

That is the choice before us. Let
us choose wisely.

Mr. Crenshaw, a Republican, rep-
resents Texas’ Second Congressional
District.

How Do Drag Shows Advance U.S. National Security?

By John Ratcliffe
And Cliff Sims

he exportation of American

culture has long been one of

our nation’s greatest soft-
power assets. But instead of using it
to affirm Western values and U.S. in-
terests, the Biden administration is
proselytizing for woke ideology. The
foreign-policy implications could be
catastrophic.

In an effort to “promote diversity
and inclusion,” the State Department
is funding “drag theater perfor-
mances” in Ecuador through cultural
grants. The purpose of the grants,
according to official documents, is to
“support the achievement of U.S.
foreign policy goals and objectives,
advance national interests, and en-
hance national security.”

Left unexplained is how drag-
queen shows enhance American na-
tional security or advance our inter-
ests—let alone why U.S. taxes should
pay for it. Meanwhile, a Chinese con-
sortium controls the two largest
copper mines in Ecuador. A lot of
good drag theater will do when we
can’t find enough copper for essen-
tial manufacturing.

This moment of diplomatic idiocy
pairs nicely with the Biden adminis-
tration’s request earlier this year for

$2.6 billion to export woke ideology
in the form of “gender equity and
equality” around the world.

In another cringeworthy example
of the State Department’s woke vir-
tue signaling, the U.S. Embassy in
Budapest tweeted a “Who said it?”
quiz that asked Hungarians to guess
whether various statements had
been made by Vladimir Putin or a
Hungarian politician.

The Biden administration
pushes woke ideology on
the world at the expense
of American values.

A “downright barbaric ideology is
gaining ground,” one quote began,
“originating in U.S. universities,
which denies all the value that hu-
manity has created.” This suppos-
edly scurrilous statement, with
which many Americans would agree,
was uttered by Hungary’s deputy
prime minister—a thoughtcrime that
the U.S. Embassy implies puts him
on par with a global pariah.

These are grade-school antics, not
the projection of American power.
When the U.S. has issues with foreign

leaders, it should deal with them
through adult diplomacy. Instead, our
diplomatic efforts under President Bi-
den, a self-styled foreign-policy ex-
pert, could be summed up as “anyone
I don’t like is Putin.”

Hungary beefed up NATO’s east-
ern flank with military deployments
after Russia invaded Ukraine and has
absorbed masses of Ukrainian refu-
gees this year. But instead of encour-
aging Hungary to continue bolstering
these efforts, the Biden administra-
tion ridicules its leaders for being
justifiably repulsed by the woke ide-
ology of American universities.

During the Trump administration,
one of us (Mr. Sims) asked the am-
bassador of a Five Eyes ally why he
was confident that his country
would stay aligned with the U.S. in
the face of increasing Chinese ag-
gression. He replied with a single
word: values.

Woke ideology frustrates and
confuses allies and undermines our
strength by attacking the very val-
ues on which America is built. To
reclaim America’s role in the world,
we must lead by example. American
foreign policy must have as strong a
moral core as the American people.
Our leaders need to understand that
our strength abroad emanates from
our best traditions at home—strong

families, patriotism, grit and deter-
mination, and a military that our
service members and citizens can be
proud of.

Throughout the Trump adminis-
tration, our National Security Strat-
egy focused on the values of “prin-
cipled realism,” acknowledging that
“the American way of life cannot be
imposed upon others,” but assert-
ing that “advancing American prin-
ciples spreads peace and prosper-
ity.” These American principles
included a respect for national sov-
ereignty, a realistic view of global
competition and the limits of U.S.
capabilities, and a total confidence
in America’s ability to be a force
for good in the world.

America’s traditions made our
culture the envy of the world. They
also helped the U.S. build alliances
and, when necessary, win wars. Ide-
ological indulgences like drag
shows only drive away allies. It’s
time to stop pushing destructive
woke ideology on the rest of the
world and bring sanity back to
American diplomacy.

Mr. Ratcliffe served as director of
national intelligence, 2020-21. Mr.
Sims served as deputy director of
national intelligence for strategy and
communications, 2020-21.

Amid the Pandemic, Progress in Catholic Schools

By Kathleen Porter-Magee

he Nation’s Report Card is out,

and it is dismal. The 2022 Na-

tional Assessment of Educa-
tional Progress, released Monday
found that achievement in reading
and math among fourth- and eighth-
graders has dropped since 2019 in
nearly every state.

To the extent that anyone could
deny it before, the results settle the
debate: America’s response to the
pandemic set a generation of stu-
dents back. But amid the bad news,
Catholic schools were a bright spot,
reflecting how these schools are mak-
ing a difference in students’ lives.

From the beginning of the pan-
demic, American Catholic schools
have shown how community focused,
mission-driven leadership can benefit
children. In March 2020, Catholic
schools were among the first to close
as Covid hit. In the fall of 2020, after
we had learned more about curbing

superspreader events and as it be-
came clear that children were the
least vulnerable to the virus, more
than 92% of Catholic schools across
the country re-opened for in-person
learning, compared with 43% of tra-
ditional public schools and 34% of
charters.

This week’s NAEP data show how
important reopening was for learning.
Today, the divergence between Catho-
lic schools and public ones is so great
that if all U.S. Catholic schools were a
state, their 1.6 million students would
rank first in the nation across the
NAEP reading and math tests for
fourth and eighth graders.

Catholic-school students now boast
the nation’s highest scale scores on all
four NAEP tests. The average score
among fourth-graders in Catholic
schools was 233, 17 points higher than
the national public-school average, or
about 1% grade levels ahead. In
eighth-grade reading, the average
score for Catholic school students was

THE WALL STREET JOURNAL.

PUBLISHED SINCE 1889 BY DOW JONES & COMPANY

Rupert Murdoch
Executive Chairman, News Corp
Matt Murray
Editor in Chief

Karen Miller Pensiero, Managing Editor
Jason Anders, Deputy Editor in Chief
Neal Lipschutz, Deputy Editor in Chief

Thorold Barker, Europe; Elena Cherney, Coverage;
Andrew Dowell, Asia; Brent Jones, Culture,
Training & Outreach; Alex Martin, Print &
Writing; Michael W. Miller, Features & Weekend;
Emma Moody, Standards; Shazna Nessa, Visuals;
Matthew Rose, Enterprise; Michael Siconolfi,
Investigations

Paul A. Gigot
Editor of the Editorial Page
Gerard Baker, Editor at Large

[ DOW JONES | A/wsw

Robert Thomson
Chief Executive Officer, News Corp
Almar Latour
Chief Executive Officer and Publisher

DOW JONES MANAGEMENT:

Daniel Bernard, Chief Experience Officer;

Mae M. Cheng, SVP, Barron’s Group; David Cho,
Barron’s Editor in Chief: Jason P. Conti, General
Counsel, Chief Compliance Officer; Dianne DeSevo,
Chief People Officer; Frank Filippo, EVP, Business
Information & Services, Operations; Robert Hayes,
Chief Business Officer, New Ventures;

Elizabeth O’Melia, Chief Financial Officer;

Josh Stinchcomb, EVP & Chief Revenue Officer,
WSJ | Barron’s Group; Jennifer Thurman, Chief
Communications Officer; Sherry Weiss, Chief
Marketing Officer

EDITORIAL AND CORPORATE HEADQUARTERS:
1211 Avenue of the Americas, New York, N.Y., 10036
Telephone 1-800-DOWJONES

279, 20 points higher than the na-
tional public-school average, or about
two grade levels ahead.

When disaggregated by race, Cath-
olic schools showed significant gains
since 2019. In particular, achievement
among black students enrolled in
Catholic schools increased by 10
points (about an extra year’s worth of

Enrollment and student
achievement are rising,

thanks in part to parents.
1

learning), while black students in pub-
lic schools lost 5 points and black stu-
dents in charter schools lost 8 points.
Similarly, on the eighth-grade reading
test, Hispanic students in Catholic
schools gained 7 points while Hispanic
students in public schools lost 1 point
and Hispanic students in charter
schools lost 2 points.

Catholic schools lead the nation for
Hispanic achievement on each of the
four tests, and lead the nation in black
student achievement on three of the
four. They also rank first in eighth-
grade reading and third in both
fourth-grade reading and fourth-grade
math for students who qualify for free
and reduced-price lunch.

The report is good news for what
has been until now a weary sector.
The pandemic strained Catholic
schools, particularly urban ones that
serve the neediest, but pastors, princi-
pals and diocesan leaders pressed for-
ward to serve communities. That revi-
talization was spurred by parents who
saw how Catholic schools responded
to the pandemic and who drove the
first nationwide Catholic-school en-
rollment increase in two decades.

As public-school enrollment

plummeted, Catholic-school enroll-
ment rose by about 4% between
2020-21 and 2021-22, increasing in
every region of the country, even
where the overall population of
school-age children declined.

Those trying to undercut the Cath-
olic-school success story dismiss the
results as merely the high perfor-
mance of elite private schools. But
K-8 Catholic schools are the only pri-
vate elementary schools in America
that serve the urban poor at scale.
The average annual tuition for a K-8
Catholic school is $5,300—about one-
third what states spend per child on
public schools.

At Partnership Schools, we serve
under-resourced communities in 11
Catholic schools. Enrollment surged
over the past two years, growing by
40% in our Cleveland schools and 18%
in our New York City ones. In New
York, our share of low-income stu-
dents grew from 65% to 79% since
2020. In Cleveland, almost all our
students are low-income, and the av-
erage annual income of their families
is $18,000.

While many political leaders called
the learning losses inevitable, the
performance of Catholic schools in
this difficult time shows that they
weren’t. During the pandemic, we
didn’t lower our standards or accept
falling enrollment as inevitable. What
we needed then and need now is to
empower all parents to choose the
best school for their children, and to
have leaders who set the bar high
and insist we reach it for all our kids.

Ms. Porter-Magee is superintend-
ent of Partnership Schools, a man-
agement organization that runs 11
Catholic schools in New York City and
Cleveland, and an adjunct fellow at
the Manhattan Institute.

It’s Possible

To Reduce
Incarceration

And Crime

By Barry Latzer

here’s a way to reduce incar-
ceration and prevent crime—
require ankle bracelets for con-

victs on probation or parole.
Repeat offenders are responsible
for most serious crime. A Justice De-
partment study of more than 400,000
state prisoners found that they had a
total of 4.3 million arrests before im-
prisonment and a follow-up study
found that 83% of them were arrested
again after they were released.
Among these recidivists are tens of
thousands of parolees and probation-
ers who every year commit new
crimes and are sent back to jail or
prison. In 2019, before the mass dis-
incarceration during Covid, more
than 109,000 parolees—imprisoned

Reduce recidivism by
requiring GPS ankle
bracelets for convicts

on probation and parole.
1

for some of the most dangerous of-
fenses—were reincarcerated, largely
because of new crimes. Nearly
225,000 more criminals violated the
conditions of their probation and
were sent to jail or prison. Calculat-
ing from Justice Department data, I
estimate that 29% of all 2019 prison
admissions were failed probationers
or parolees.

Rehabilitation services, including
addiction and mental-health treat-
ment, can be helpful in many cases
but are insufficient. There are already
a plethora of these programs and 8
out of 10 prisoners recidivate anyway.

That’s where technology can help.
Ankle bracelets linked to the Global
Positioning System can be used to
track the location of parolees, proba-
tioners and violent crime defendants
free while awaiting trial. Not only do
these e-monitors deter reoffending;
they help offenders stay out of prison
and encourage attendance at rehab
programs such as addiction treat-
ment and job training.

Electronic monitoring has been
proven to reduce recidivism. A Jus-
tice Department-supported study in
Florida involved more than 5,000 me-
dium- and high-risk offenders placed
on electronic monitoring over a six-
year period. It found that the risk of
an offender failing the conditions of
their release was about 31% lower
among monitored convicts compared
to unmonitored ones. This is one of
the most successful outcomes known
to contemporary penology.

GPS monitoring is especially valu-
able for protecting victims, witnesses
or other likely targets of a released
offender. The bracelet software can
be tailored to each released offender,
for example by demarcating certain
no-go areas—geofenced exclusion
zones—such as a victim’s residence
and workplace. The device would
caution the offender with an alarm if
he neared the prohibited area and
alert the authorities if he crossed the
line. Once an offender enters the
geofenced area, the GPS tracker can
transmit his location and the time of
entry.

Without electronic monitoring, the
offender is, as a practical matter, on
his honor to keep away from his vic-
tims. His parole or probation officer
is responsible for dozens of other re-
leased offenders. The bracelet would
provide a much-needed insurance
policy against noncompliance.

Countries all over the world, in-
cluding in Western Europe, rely much
more heavily on e-carceration than
the U.S. does. Just a few weeks ago,
the English Ministry of Justice an-
nounced that 2,000 more offenders,
including thieves, burglars and rob-
bers, will receive GPS electronic tags
when they leave prison to “drive
down re-offending rates and protect
our communities.”

The biggest obstacle to electronic
monitoring of offenders so far is the
Fourth Amendment privacy concern
raised by state courts, especially the
most liberal courts, such as in Massa-
chusetts. But the U.S. Supreme Court
has yet to rule on the reasonableness
of GPS monitoring, only going so far
as to declare that it legally is a search
or seizure. And past rulings have ac-
knowledged that parolees and proba-
tioners have diminished privacy
rights in the interest of public safety.

Why shouldn’t the U.S., a world
leader in the development and appli-
cation of this kind of technology,
make full use of it to help resolve one
of our most intractable problems?

Mr. Latzer is a professor emeritus
at New York’s John Jay College of
Criminal Justice and author of “The
Myth of Overpunishment: A Defense
of the American Justice System and a
Proposal to Reduce Incarceration
While Protecting the Public.”
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Twitter Advertisers Are Uneasy

By PATIENCE HAGGIN
AND SUZANNE VRANICA

Madison Avenue isn’t sold
on Elon Musk’s takeover of
Twitter Inc., which was com-
pleted Thursday.

Advertisers are concerned
about the billionaire’s plans to
soften content moderation and
what they say are potential
conflicts of interest in auto ad-
vertising, given that he is chief
executive of Tesla Inc., said
people familiar with the situa-
tion.

After completing the take-
over, Mr. Musk fired Chief Ex-

ecutive Parag Agrawal and
Chief Financial Officer Ned Se-
gal, people familiar with the
matter said. Spokespeople for
Twitter didn’t comment. It
wasn’t immediately clear who
would step into those positions.

Mr. Musk said this spring
that as owner of Twitter he
would reinstate former Presi-
dent Donald Trump’s account,
which the platform suspended
indefinitely after linking Mr.
Trump’s comments to the Jan.
6 Capitol riot. That would be a
red line for some brands, said
Kieley Taylor, global head of
partnerships at GroupM, a n

ad-buying agency that repre-
sents blue-chip brands.

About a dozen of GroupM’s
clients, which own an array of
well-known consumer brands,
have told the agency to pause
all their ads on Twitter if Mr.
Trump’s account is reinstated,
Ms. Taylor said. Others are in
wait-and-see mode. Ms. Taylor
said she expects to hear from
many more clients if Mr.
Trump’s account returns.

“That doesn’t mean that we
won’t be entertaining lots of
emails and phone calls as soon
as a transaction goes through,”
Ms. Taylor said. “I anticipate

we’ll be busy.”

In a message to advertisers
on Twitter on Thursday, Mr.
Musk said he was buying the
company to “have a common
digital town square, where a
wide range of beliefs can be de-
bated in a healthy manner.” He
said Twitter “cannot become a
free-for-all hellscape, where
anything can be said with no
consequences!” Mr. Musk said
in addition to following laws,
Twitter must be “warm and
welcoming to all.”

He said Twitter aims to be a
platform that “strengthens
your brand and grows your en-

terprise.”

Twitter’s chief customer of-
ficer, Sarah Personette, tweeted
that she had a discussion with
Mr. Musk on Wednesday eve-
ning. “Our continued commit-
ment to brand safety for adver-
tisers remains unchanged,” she
wrote. “Looking forward to the
future!”

Mr. Trump has said he
wouldn’t rejoin Twitter even if
allowed. Representatives for
Tesla and Mr. Trump didn’t re-
spond to a request for com-
ment.

Mr. Musk completed the ac-
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Meta Loses Quarter of Market Value

By WiLL FEUER

Facebook parent Meta Plat-
forms Inc. lost a quarter of its
market value Thursday after
the company reported a drop
in quarterly revenue, warned
of climbing costs and said
losses will accelerate next year
at the unit leading the charge
on its metaverse ambitions.

Shares of Meta fell $31.88,
or 25%, to $97.94 wiping out
$85 billion of the Menlo Park,
Calif., company’s market value
and returning to levels not
seen since 2016. The stock has
dropped 71% in 2022.

Meta’s revenue dropped 4%
in the recently ended quarter,
its second consecutive quarter
of declining revenue, as the
social-media giant Dbattles
growing competition from ri-
val TikTok and fallout from
Apple Inc’s ad-tracking
changes.

Tightening macroeconomic
conditions are weighing on ad-
vertiser spending, the com-
pany said, and the strong dol-
lar also hit revenue.

Those challenges come as
Meta Chief Executive Officer
Mark Zuckerberg pushes for-
ward with his expensive pivot
to the metaverse, an endeavor
that has already cost the com-
pany billions.

Meta Chief Financial Officer
David Wehner said Wednesday
that losses at the unit, Reality
Labs, will grow significantly
next year.

After that, he said, the com-
pany plans to pace investment
in Reality Labs and focus on
expanding the overall com-
pany’s operating profit.

Analysts homed in on Mr.
Wehner’s comments that total
costs for 2023 will continue to
grow to a range of between
$96 billion and $101 billion.
The company’s additional ex-
penditures are expected in
data centers, servers and in-
frastructure, as its payroll
costs hold steady.

Other analysts were more
harsh in assessing the rising
costs, especially as some in-
vestors were expecting that
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expenses would be held in
check amid plans to keep head
count flat.

“We’re incredibly frustrated
to see expenses balloon with
an almost total disregard for
investor expectations,” Bern-

stein analyst Mark Shmulik
said. He also questioned
Meta’s governance structure
and whether there “are any
checks and balances to spend-
ing and investment deci-
sions.”

He maintained his outper-
form rating on shares, how-
ever, anticipating that results
might not get worse from
here. “Our old swim coach
once crudely said, ‘The bad
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Apple Reports
Record Revenue,
Beating Estimates

By AARON TILLEY

Apple Inc. reported record
revenue in the September
quarter, continuing a pan-
demic-fueled streak that inves-
tors have watched closely as
demand for certain consumer
goods has been sluggish.

The Cupertino, Calif.,, com-
pany announced its full-year
earnings on Thursday after
markets closed. To date, Ap-
ple’s business has largely
proved resilient as broader
smartphone-sales slowdowns
and global economic challenges
have dragged down peers.

“This is better than what we
anticipated at the beginning of
the quarter,” Apple Chief Fi-
nancial Officer Luca Maestri
said in an interview. Currency
fluctuations had a negative im-
pact on the company, he said.
The dollar’s value has risen
with respect to other curren-
cies this year, a development
that has weighed on the results
of multinational corporations.

“Apple is not being hurt as
much as we were originally

worried about in terms of con-
sumer demand,” said Daniel
Morgan, a senior portfolio
manager at Synovus Trust Co.,
which counts Apple among its
largest holdings. “You could
make the case that consumer
demand is healthy based on
these growth rates.”

The tech giant saw growth
slow in its services business,
an area some analysts say can
point to slowing demand that
may affect iPhone sales. Sales
from services, which includes
revenue from the App Store
and Apple TV+, was $19.2 bil-
lion, up about 5% from the
prior year but lower than year-
over-year increases in previous
quarters.

Mr. Maestri said the ser-
vices deceleration was due to
effects of foreign exchange as
well as slowdowns in digital
advertising and gaming.

Investors have grown con-
cerned about slowdowns in its
services business because it is
an important area for Apple’s
business diversification as the
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Credit Suisse Plans
Wall Street Retreat

By MARGOT PATRICK

Credit Suisse Group AG
plans to cut thousands of jobs
and raise around $4 billion in
fresh capital as it funds a re-
treat from Wall Street deal
making and trading and at-
tempts to recover from a near-
existential crisis.

The sweeping overhaul is an
attempt to move on from a pe-
riod of scandals, hefty losses, ex-
ecutive turnover and waning
market confidence. It echoes
earlier revamps at fellow Swiss
bank UBS Group AG and Ger-

many’s Deutsche Bank AG,
which also in recent years have
scaled back in investment bank-
ing.

The result will be a leaner
bank with around 9,000 fewer
staff in three years, with a
first wave of cuts involving
2,700 people now.

Credit Suisse stock declined
about 19% on Thursday, suffer-
ing its steepest one-day per-
centage decline in FactSet data

Please turntopage Bl
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Altria, Japan Tobacco
Join Smokeless Forces

By JENNIFER MALONEY

Marlboro maker Altria
Group Inc. said it is forming a
partnership with Japan To-
bacco Group to develop and
sell heated tobacco devices in
the U.S. and abroad.

The move pits Altria
against its former strategic
partners, Philip Morris Inter-
national Inc. and Juul Labs
Inc., in the race to dominate
the market for smoke-free to-
bacco products. It also gives
Altria access to markets out-
side the U.S. Altria’s sales have
been limited to the U.S. since
it split from Philip Morris in
2008.

Altria has spent billions of
dollars to pivot toward less-
harmful products as U.S. ciga-
rette smoking declines, but its
efforts have largely flopped.
The company tried and failed
to develop new e-cigarettes
that appealed to smokers. It
then spent nearly $13 billion
on a stake in Juul. The vaping
company is now trying to

stave off a chapter 11 bank-
ruptcy filing as it fights with
federal regulators  over
whether its products can re-
main on the U.S. market.

Altria also brought a heated
tobacco device called IQOS to
market in a handful of U.S.
states through a partnership
with Philip Morris. The rela-
tionship turned acrimonious,
and Philip Morris last week
said it had agreed to pay $2.7
billion to regain the U.S. rights
for the product.

Altria now plans to work
with Japan Tobacco to market
two new devices that heat to-
bacco but don’t burn it or pro-
duce smoke. One of the de-
vices, owned by Japan
Tobacco, heats tobacco sticks
that resemble cigarettes. The
other, owned by Altria, heats
solid tobacco leaf contained
inside a capsule or cartridge.

The companies will form a
joint venture called Horizon
Innovations to sell the tobacco
stick product in the U.S. under
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Shell plans to boost its

dividend and buy back

an additional $4 billion
of its shares. B6

Intel Posts Sales Decline,
Begins Cost-Cutting Efforts

By Asa FITcH

Intel Corp. has embarked on
an aggressive cost-cutting push
and is considering divestitures
as the chip maker tries to navi-
gate a sharp drop in demand
for PCs that has weighed on
the company’s earnings.

Intel posted a 20% drop in
third-quarter sales, issued a
forecast for even weaker reve-
nue in the current quarter and
lowered its full-year outlook.

The company is beginning
targeted job cuts and making
other adjustments including
reducing factory hours to cope
with the economic downturn,
Chief Executive Pat Gelsinger
said in an interview Thursday.
He declined to specify how
many of Intel’s more than
120,000 employees would be
affected.

“We are aggressively ad-
dressing costs and driving effi-
ciencies across the business,”
he said.

Intel said it was working to

JASON HENRY FOR THE WALL STREET JOURNAL

I

The chip maker is weighing divestitures as its revenue decreases.

deliver $3 billion in cost reduc-
tions in 2023, growing to $8
billion to $10 billion in annual-
ized cost reductions and effi-
ciency gains by the end of
2025. The company took a
$664 million restructuring
charge in the third quarter to
reflect initial cost reductions.

Intel posted $15.3 billion in

sales in the third quarter, gen-
erating net income of $1 bil-
lion. It forecast sales of $14 bil-
lion to $15 billion for the
current quarter, below the
$16.3 billion Wall Street has
been expecting, and cut its full-
year sales forecast, now pro-
jecting up to $64 billion in

PleaseturntopageB2
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Altria in
Smokeless
Partnership

Continued frompage Bl
the Marlboro brand, Altria
said. Altria will have a 75%
stake in the venture and Japan
Tobacco will have a 25% stake,
Altria said. Altria will make an
initial capital contribution of
$150 million. After that, the
investments will be split ac-
cording to the stakes.
Separately, Japan Tobacco
has agreed to introduce Al-
tria’s tobacco capsule device in
an international test market in
late 2024 or 2025, Altria said.
All new tobacco products
must be authorized by the
Food and Drug Administration
before coming onto the U.S.
market. Altria said it intends
to submit the capsule device
for FDA review by the end of
2024 and the tobacco stick
product in the first half of

2025.

In addition to the plans for
the heated tobacco devices,
the two companies have
signed a memorandum of un-
derstanding to develop and
market smoke-free products,
Altria said. The companies ha-
ven’t specifically discussed e-
cigarettes, but “all options are
on the table,” an Altria
spokesman said.

The U.S. vaping industry is
undergoing a shakeout as the
FDA conducts a review of ev-
ery product on the market.
Japan Tobacco’s Logic brand is
one of only three e-cigarette
brands the agency has autho-
rized so far.

Altria last month decided to
end its noncompete agreement
with Juul, giving itself the
flexibility to bring its own new
products to the market.

The partnership with Japan
Tobacco will help more smok-
ers around the world switch to
less-harmful alternatives, Al-
tria Chief Executive Billy Gif-
ford said. He added that mov-
ing U.S. smokers away from
cigarettes would require an ar-
ray of products.

Intel
Sales

Decline

Continued frompage Bl

sales, down from as much as
$68 billion in July. Intel said it
reduced capital-spending plans
from $27 billion to $25 billion
for this year.

Intel and other chip makers
cashed in on a boom in com-
puter and electronics sales at
the outset of the pandemic
with the shift toward remote
work and distance learning.
The market has turned,
though, with high inflation, ris-
ing interest rates and recession
fears that have weighed on de-
mand.

Tech companies more
broadly are facing some of
these pressures, driving gloom-
ier-than-expected outlooks this
week at Microsoft Corp.,
Google parent Alphabet Inc.
and Facebook parent Meta
Platforms Inc. The strong dol-
lar also has dented their earn-
ings.

“We are planning for the
economic uncertainty to per-
sist into 2023,” Mr. Gelsinger
said on an earnings call. “It’s
just hard to see any points of
good news on the horizon.”

Intel has been one of the

Intel’s quarterly revenue,
change from a year earlier
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worst-hit in the chip industry
because of its heavy exposure
to the PC market. PC ship-
ments are estimated to have
logged a 15% contraction in the
third quarter, according to In-
ternational Data Corp.

Intel, which derives about
half its revenue from the divi-
sion that houses its PC chips,
said it was expecting the com-
puter market to shrink this
year by around 15% to 19%, a
bigger decline than it earlier
forecast, and that it could con-
tract further next year. That di-
vision’s sales fell 17% in the
third quarter.

The company also is being
challenged in the data center
market. Intel chips predomi-
nate in server farms that pro-
cess data for companies and
governments, but it is facing
growing competition there
from rival Advanced Micro
Devices Inc. Intel’s data center
division reported a revenue fall
of 27% to $4.2 billion for the
third quarter.

The weakness in Intel’s core
business comes as it is expand-
ing manufacturing and seeking
to catch up with rivals in Tai-
wan and South Korea in the
race to build the fastest, most
cutting-edge chips. But the am-
bition doesn’t come cheap. Mr.
Gelsinger, who took the helm
last year, has disclosed plans to
build plants in Arizona, Ohio
and Germany, among other ex-
pansions. Those projects could
cost hundreds of billions of
dollars combined.

One challenge in making
cost cuts, which include both
workforce reductions and ef-
forts to make factories run
more cost-effectively, is to exe-
cute them while preserving a
strategy to expand the com-
pany’s manufacturing footprint
and catch up to rivals, Mr. Gel-
singer said.

“It really is hitting the ac-
celerator and the brake at the
same time,” he said.

Watch a Video

Scan this code
for a video of
Intel CEO
Gelsinger at
WSJ Tech Live.
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The troubled retailer in recent months has been catching up on payments to its suppliers.

ANTHONY BEHAR/SIPA US/REUTERS

Bed Bath & Beyond Asks
Suppliers to Support It

By SuzANNE KAPNER

On her first day as perma-
nent chief executive of Bed
Bath & Beyond Inc., Sue Gove
made a plea to suppliers of the
struggling home goods re-
tailer: Stick with us.

The company hosted roughly
500 suppliers virtually and at its
Union, N.J., headquarters for a
two-hour summit in which exec-
utives laid out their strategy for
resuscitating the chain, which
has been reeling from a failed
overhaul under prior manage-
ment that led to plunging sales,
a cash crisis and a leadership
vacuum. In September, its fi-
nance chief died by suicide.

Ms. Gove, a veteran retail
executive who had served on
the company’s board, had been
interim CEO since June. She
succeeded Mark Tritton,

whose attempt to replace na-
tional brands with private-la-
bel goods alienated shoppers.
Bed Bath & Beyond made her
position  permanent on
Wednesday. She will continue
to serve as a director.

Ms. Gove said the company
had enough money to make
the necessary changes to its
business, which includes
bringing back more national
brands, upgrading its supply
chain and improving digital
operations. “We don’t think
there is bankruptcy on our ho-
rizon,” she said.

The company launched a
debt exchange this month to
extend maturities and reduce
interest expenses. Ms. Gove
said the exchange was in the
early stages, but she was opti-
mistic about its outcome.

Key to winning back cus-

tomers is bringing back na-
tional brands that were
pushed aside to make way for
Bed Bath & Beyond’s private-
label goods.

Ms. Gove said the supplier
summit on Wednesday was a
“call to action” to ensure that
suppliers are getting their
needs fulfilled and, in turn,
delivering products to stock
the retailer’s shelves.

Bed Bath & Beyond had
fallen behind on payments to
suppliers, but in recent
months has been catching up.
“Our accounts payable are as
clean as they have ever been,”
Ms. Gove said.

In its latest quarter ended
Aug. 27, Bed Bath & Beyond’s
sales fell 28% and its net loss
widened. Ms. Gove said sales
won’t rebound instantly.
“We’ve got much work to do.”

Payments
To Poultry
Farmers

Probed

By PATRICK THOMAS

The Justice Department is
investigating how poultry
companies pay their chicken
farmers, the latest move by
the government to clamp
down on an industry payment
system that has been criti-
cized by some farmers.

Pilgrim’s Pride Corp. the
second-largest U.S. poultry
processor by sales volume,
said in a regulatory filing on
Thursday that it learned ear-
lier this month that the Jus-
tice Department had opened a

civil probe into chicken
grower contracts and payment
practices.

The Colorado-based com-
pany said it would cooperate
with the DOJ. The Justice De-
partment has similarly noti-
fied other poultry companies,
people familiar with the mat-
ter said.

Chicken farmers work un-
der contracts in which poultry
companies own the birds and
feed and instruct farmers how
to grow the chicks. About two
dozen farmers in a given re-
gion are typically compared
against one another to deter-
mine their payment rates, us-
ing a sliding scale analyzing
their chicken production.

A separate Justice Depart-
ment effort was dealt a set-
back this year after five
chicken company officials
were acquitted following three
attempts to win a conviction
on charges that they conspired
to fix prices.

—Dave Michaels contributed
to this article.

Apple
Revenue
Increases

Continued frompage Bl

iPhone becomes a more mature
product. Earlier this week, Ap-
ple raised the price of its Apple
Music and Apple TV+ stream-
ing services, which could give a
boost to services revenue for
the current quarter.

Apple said in a call with in-
vestors that year-over-year
sales growth in the December
quarter will be lower than the
8% revenue increase in the
three-month period that ended
in September.

Sales from the iPhone,
which continue to account for

Apple’s quarterly revenue
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around half the company’s to-
tal revenue, were $42.6 billion,
advancing 9.7% from the previ-
ous year. Overall sales were up
8% from the prior year at $90.1

billion, a record for the July-
to-September period. Net in-
come for the quarter was $20.7
billion, also a record. Total rev-
enue, iPhone sales and net in-
come surpassed analyst esti-
mates.

Chief Executive Tim Cook
said in July that the company
had yet to see evidence in its
internal data that macroeco-
nomic headwinds were having
an impact on its iPhone sales.

Apple’s fellow tech giants
are seeing significant slow-
downs. Earlier this week, Mi-
crosoft Corp., Alphabet Inc.’s
Google and Facebook parent
Meta Platforms Inc. all re-
ported disappointing earnings,
citing factors such as softening
consumer demand for PCs or
weakness in digital advertising.

Apple’s largest smartphone
rival, Samsung Electronics
Co., saw slumping profits as its
memory chip business goes

through an industrywide
downturn due to weakening
demand for PCs and smart-
phones.

Last month, Apple an-
nounced its latest lineup of
smartphones with the iPhone
14, which includes two lower-
priced base models as well as
two premium versions of the
phone with the Pro designa-
tion.

Analysts were expecting
weakness in the base models
as consumers lean toward the
Pro models, which come
equipped with a significantly
better camera and chips.

The latest iPhone Pro mod-
els are estimated to account
for 60% of overall iPhone 14
sales, according to J.P. Morgan
analyst Samik Chatterjee. Pre-
viously, it was split more
evenly between the base and
Pro models in the iPhone 12
and 13 generations, he said.

Twitter
Advertisers
Are Uneasy

Continued frompage Bl
quisition of Twitter after a
monthslong legal battle in
which he tried to back out of
the $44 billion deal he agreed
to in April.

Twitter sent an email to
some ad buyers this week let-
ting them know that the com-
pany was working with “the
buyer” to close the acquisition
by Friday and to acknowledge
that Twitter is aware that ad-
vertisers have a lot of ques-
tions, according to the email,
which was reviewed by The
Wall Street Journal. The email,
which didn’t name Mr. Musk,
said Twitter would work “with
the potential buyer to answer
quickly.”

Advertising provided 89% of
Twitter’s $5.08 billion in reve-
nue in 2021. Mr. Musk has said
he hates advertising. In a series
of tweets this year, he sug-
gested Twitter should move to-
ward subscriptions and remove
ads from Twitter Blue, a pre-
mium program that gives users
additional features.

Mr. Musk describes himself
as a “free speech absolutist”
and has said Twitter should be
more cautious about removing
tweets or banning users.

Mr. Musk may have reasons
to avoid any drastic changes to
Twitter’s ad business. Twitter
will take on $13 billion in debt
in the deal. The online ad mar-
kets already are shaky amid
concerns about the economy,
with Snap Inc. and Alphabet

Inc. posting lower-than-ex-
pected revenue results for the
September quarter.

Like other ad-supported so-
cial-media platforms, Twitter
provides advertisers with adja-
cency controls, tools that are
meant to ensure ads don’t ap-
pear next to certain content the
brands deem objectionable.

Some ad buyers said Twitter
lags behind its competitors in
providing brand-safety fea-
tures. Joshua Lowcock, global
chief media officer at UM
Worldwide, an ad agency
owned by Interpublic Group of
Cos., called Twitter’s adjacency
controls inadequate and
“poorly thought through.”

Ad agency Omnicom Media
Group evaluates the major so-
cial-media platforms’ progress
on brand-safety tools every
quarter. In July, Omnicom rated
Twitter’s progress behind that
of YouTube, Facebook, Insta-
gram, TikTok and Reddit, ac-
cording to a document re-
viewed by the Journal. Robert
Pearsall, managing director of
social activation at Omnicom
Media Group, said Twitter has
made agreements to improve
its brand-safety controls to
meet Omnicom’s standards but
hasn’t  introduced those
changes to the market yet.

“There are significant con-
cerns about the implications of
a possible change to content
moderation policy,” he said.
Twitter has said it is working
on tools to give advertisers a
better idea of where their ads
appear.

Automotive manufacturers
have expressed concerns about
advertising on Twitter under
Mr. Musk’s ownership, given
his role at -electric-vehicle
maker Tesla, some ad buyers
said. Advertisers often share
data with Twitter and other

platforms—on their own cus-
tomers or people that are in
the market for a car—to help
target their ads at the right
people. Some auto companies
will be wary of doing so out of
concern that data may leak to
Tesla, the buyers said.
Though Twitter relies on ad
dollars, it isn’t one of the big-
gest players in the digital ad
economy. The company gets
about 1.1% of U.S. digital ad
spending, according to Insider
Intelligence, a much smaller
slice than Google, Meta Plat-

forms Inc. or Amazon.com Inc.

Already, there have been
signs of anxiety on Madison
Avenue about Mr. Musk’s take-
over of Twitter. In July, the
company reported a 1% de-
crease in second-quarter reve-
nue, which it blamed on uncer-
tainty over the deal as well as
broader pressures in the digital
ad market.

Given Mr. Musk’s past re-
marks on advertising, some ad-
vertisers wonder if Mr. Musk
may exit the ad business en-
tirely.
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McDonald’s Plans for Downturn

Burger giant’s sales
growth hit by strong
dollar; company beats
earnings expectations

By HEATHER HADDON

McDonald’s Corp. said it is
bracing for an economic down-
turn in the U.S. and Europe and
it plans to keep its meals af-
fordable relative to competi-
tors to continue attracting
consumers.

The Chicago-based restau-
rant company said global same-
store sales, or those in stores
open at least 13 months, rose
9.5% during the latest quarter
compared with the same period
last year. Same-store sales in-
creases in markets including
the U.S., Germany, Australia
and France were offset by chal-
lenges in China due to renewed
government Covid-19 restric-
tions there, the chain said.

McDonald’s Chief Executive
Chris Kempczinski said busi-
ness was strong despite
broader economic concerns.
“There is increasing uncer-
tainty and unease about the
economic environment,” Mr.
Kempczinski said during an in-
vestor call Thursday.

Some businesses are plan-
ning for a slowdown in the U.S.
economy, with a number of
companies slashing head count
to try to shore up their balance
sheets. New data Thursday
showed the economy grew dur-
ing the third quarter, but con-
sumer spending cooled from
July to September compared
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with the previous quarter.
The burger chain said it ex-
pects increasing costs for food,
materials and labor next year.
Mr. Kempczinski said the
company is planning for a mild
to moderate recession in the
U.S., and a potentially deeper
and longer downturn in Europe.
“We are seeing consumer
sentiment in Europe remain
low,” Mr. Kempczinski said.
McDonald’s said higher costs
for energy, food and paper have
particularly hurt its European
franchisees, and it is prepared
to back owners there with com-
pany funds on a limited basis.
McDonald’s provided cash to
franchisees temporarily after
the Covid-19 pandemic first hit
to prop up owners experiencing
sales losses.
Chipotle Mexican Grill Inc.

The fast-food chain said that it expects costs for food, materials and labor to increase next year.

CEO Brian Niccol said Tuesday
he expected a broader slow-
down in consumer demand in
the coming year, and though it
has raised prices, the chain is
promoting the restaurant
brand’s value.

McDonald’s said marketing
featuring its core menu helped
generate sales and bring in
more orders in the U.S. during
the quarter. The chain’s Cactus
Plant Flea Market Box, a Happy
Meal geared toward adults,
helped U.S. sales in the current
quarter, with half of the toys
selling out within days of its
debut, the company said.

Price increases also helped
revenue. U.S. menu prices were
up 10% on average in the third
quarter compared with last
year, McDonald’s said. The
company said it is trying to in-

¥ s :

crease prices while still remain-
ing a good value to customers
seeking affordable meals.

It said restaurants also are
benefiting from prices rising
faster at supermarkets than at
eateries.

For the third quarter, the
weakening of foreign currencies
against the U.S. dollar hurt
McDonald’s global revenue, de-
spite higher menu prices and
promotions helping to drive
U.S. sales.

The burger giant reported
total sales of $5.87 billion in
the quarter ended Sept. 30,
down 5% compared with the
same period last year, but
above the expectations of ana-
lysts polled by FactSet.
McDonald’s said its third-quar-
ter revenue was up 2% com-
pared with the same period in
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McDonald’s comparable sales,
change from a year earlier
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2021 when accounting for the
effects of currency fluctuations.

McDonald’s logged earnings
of $2.68 a share on income of
$1.98 billion, which fell 8% from
the prior year. Per-share earn-
ings were flat during the third
quarter compared with the
same period last year when ac-
counting for foreign currencies,
the company said. The results
beat analysts’ earnings expecta-
tions for the quarter.

McDonald’s said its exit from
its Russian business led to a
pretax charge of $1.28 billion
for the nine months ended
Sept. 30, while the sale of its
Dynamic Yield technology sys-
tem generated a $271 million
gain.

@ Heard on the Street: Golden
arches are cool again.......... B12

High-End Brews
Fuel Growth in
AB InBev Sales

By JENNIFER MALONEY

Many beer drinkers around
the world continue to trade up
to pricier brands as an afford-
able indulgence, Anheuser-
Busch InBev NV said. But the
brewing giant is also introduc-
ing cheaper packages as infla-
tion squeezes consumers’
pocketbooks.

The company, which makes
one out of every four beers
sold globally, said its sales vol-
ume rose by 3.7% in the three
months ended Sept. 30. The
company’s revenue climbed
12.1% to $15.1 billion, buoyed
by double-digit percentage
growth of high-end beers such
as Michelob Ultra in the U.S.
and Corona elsewhere.

“If you want to upgrade
your house, [it can cost] mil-
lions of dollars,” Chief Execu-
tive Officer Michel Doukeris
said in an interview. “If you

want to change your car, thou-
sands of dollars. If you want to
go premium in beer, tens of
dollars. So during recessions,
inflation, consumers tend to
trade up.”

The businesses of drinks
companies PepsiCo Inc. and
Coca-Cola Co. also have shown
resilience as consumers have
tapered spending on other
goods and kept up spending on
sodas.

AB InBev, which sells Co-
rona outside the U.S., said the
brand’s revenue grew by 23.5%
in the quarter. Revenue from
Stella Artois grew by 7%. Con-
stellation Brands Inc. sells Co-
rona in the U.S.

AB InBev didn’t disclose its
average price increases during
the period but said the beer in-
dustry’s pricing trails inflation
in markets around the world.

In the US. and Europe,
shoppers are switching from

VALERIA MONGELLI/BLOOMBERG NEWS

The company, which makes one out of every four beers sold globally, said its sales volume rose 3.7%.

small, local convenience and
grocery stores to larger stores
where they can find discounts
and promotions, but they gen-
erally aren’t trading down to
cheaper brands, Mr. Doukeris
said.

For consumers hit harder by
rising prices, AB InBev is intro-
ducing cheaper options, such
as a smaller, 300-milliliter re-
turnable bottle in Brazil, he
said. The brewer can deliver it,
chilled, directly to a shopper’s

home in 30 minutes, he added.
“This pack is doing very,
very well” because it is afford-
able and convenient, he said.
AB InBev’s sales volume
continued to slip in the U.S,,
where mainstream lagers have
long been losing ground to
Mexican imports and other
higher-end options. In re-
sponse to changing consumer
tastes, the company has been
working to shift its U.S. portfo-
lio toward high-growth beers

like Michelob Ultra and other
drinks such as Cutwater, a
spirit-based, ready-to-drink
cocktail brand.

The company said its vol-
umes grew in more than 60%
of its markets around the
world.

Shares of Anheuser-Busch
gained 6% in Brussels trading
Thursday.

@ Heard on the Street: Risks
remain at brewer....

Southwest
Airlines
Reports
Strong
Demand

By ALISON SIDER

Southwest Airlines Co.
said strong travel demand
continues to bolster profit, but
cautioned that delays in deliv-
eries of Boeing Co. jets are
likely to continue into 2024.

Southwest is the latest air-
line to flag snarled aircraft de-
liveries as a limiting factor as
they race to keep up with ap-
petite for travel that shows lit-
tle signs of easing.

Southwest on Thursday re-
ported net income of $277
million, or 44 cents a share,
on record third-quarter oper-
ating revenue of $6.2 billion
for the period ended Sept. 30.
Southwest’s adjusted profit of
50 cents a share exceeded the
47 cents analysts were expect-
ing, according to FactSet.

Airlines have shaken off
concerns about an economic
slowdown, with executives
saying the robust bookings
they saw over the summer
have continued into the fall.

Travelers have so far been
willing to absorb higher fares,
helping airlines recoup their
own rising costs for fuel and
labor. Airline executives say
that shifts such as hybrid
work arrangements that give
people more flexibility are in
some cases driving them to
travel even more than they did
before the pandemic.

Southwest said leisure de-
mand and last-minute book-
ings in September more than
offset the $18 million hit from
disruptions caused by Hurri-
cane Ian at the end of that
month. The airline said it ex-
pects operating revenue to be
up 13% to 17% from 2019 levels
in the final three months of
the year.

Slow arrivals of new jets
and labor shortfalls through-
out the industry will likely act
as a check on airlines’ growth
ambitions well into 2023, ex-
ecutives have said.

Southwest still expects to
receive 66 Boeing 737 MAX 8
jets this year—a figure that it
reduced over the summer—but
said it faces wuncertainty
around the timing of future
deliveries and is working to
plan a schedule for next year
that won’t require last-minute
changes. The airline said it ex-
pects its network will be fully
restored to prepandemic levels
by the end of next year.

Both Boeing and rival Air-
bus SE are behind in handing
over new single-aisle jets that
airlines rely on for domestic
flights and other short-haul
trips, as the manufacturers
contend with supply-chain
snarls.

Unilever Boosted by Record Price Rises

By PETER STIFF

LONDON—Unilever PLC
raised its full-year sales fore-
cast after the consumer-prod-
ucts giant pushed through re-
cord price increases of 12.5%
in the third quarter.

The maker of Dove soap
and Ben & Jerry’s ice cream on
Thursday reported a 10.6% rise
in underlying sales growth for
the quarter, driven by higher
selling prices, with sales vol-
umes declining 1.6%.

Companies across the con-
sumer-goods industry are in-
creasing prices to offset
higher costs for ingredients,
transport and labor, while try-
ing to avoid putting off shop-
pers from buying their brands
at a time when consumers also
are struggling with high infla-
tion.

Unilever’s price rises in the
third quarter were the steep-
est the company has ever im-
plemented, and mark the sev-
enth consecutive quarter of
increases, Chief Financial Offi-
cer Graeme Pitkethly said on a
call with reporters.

So far the fall in sales vol-
umes in response to higher
prices has been better than
Unilever had expected, Mr. Pit-
kethly said.

However, the company does
forecast a further deteriora-
tion in volumes in the fourth
quarter as consumers grapple
with rising costs, particularly
in Europe.

“Consumer sentiment in

The maker of Ben & Jerry’s ice cream posted 18% revenue growth.

Unilever’s quarterly sales and pricing,
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Europe is at an all-time low,”
Mr. Pitkethly said. “The basic
needs of European consumers
are occupying a higher share
of wallets,” he added, noting
that shoppers paying more for

energy and transport could cut
back spending on discretion-
ary items.

Nevertheless, Unilever said
stronger sales, particularly of
its biggest brands such as
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Hellmann’s mayonnaise and
Rexona deodorant—sold as
Degree in the U.S.—would help
the company report better-
than-expected growth figures
for the full year.

Unilever said it now expects
underlying sales growth for
2022 to be above 8%. At its
half-year results in July, the
company forecast underlying
sales growth ahead of the pre-
viously guided range of 4.5%
to 6.5%.

Overall for the third quar-
ter, Unilever reported an 18%
rise in revenue to €15.8 billion,
equivalent to $15.9 billion,
partly helped by the impact of
the strong dollar.

Looking ahead, the com-
pany said the outlook for the
global economy was mixed
and that it expected inflation-
ary pressures to continue into
2023, including from higher
raw-material costs and sup-
plier processing costs con-
nected to energy and labor in-
flation.

Unilever is contending with
these pressures as it seeks to
reinvigorate growth across its
sprawling operations, in part
by rotating its product portfo-
lio into faster-growing areas
such as health, beauty and hy-
giene.

The company also is look-
ing for a new chief executive
after saying last month that
Alan Jope plans to retire at
the end of next year.

—Kyle Morris
contributed to this article.
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Intent

Jury Divided on Nikola Founder’s

Milton was found
guilty on three counts
of fraud but acquitted
of most-serious charge

By CORINNE RAMEY

A jury’s journey to convict
Nikola Corp. founder Trevor
Milton of defrauding investors
involved negotiations with ini-
tial holdout jurors and tense de-
bates about whether the former
electric-truck executive acted
with criminal intent, producing
an unusual mixed verdict.

Three women, known dur-
ing the trial as Jurors 1, 5 and
6, described to The Wall Street
Journal how a federal jury in
New York over five hours
came to find Mr. Milton guilty
of two wire-fraud charges and
one count of securities fraud—
but not guilty of another secu-
rities-fraud charge that car-
ried the stiffest maximum
sentence. The verdict, deliv-
ered Oct. 14, puzzled some
court watchers because the
two securities-fraud charges
involved the same alleged con-
duct by Mr. Milton and re-
quired jurors to make nearly
identical findings to convict.

The jurors’ account of the
deliberations, which took place
behind closed doors, sheds
light on the complexities facing
juries tasked with applying the
law in white-collar criminal
cases, where a crucial question
is often not a defendant’s con-
duct, but his state of mind at
the time an act was committed.

“You get a multibillionaire up
there, and [on the jury] you get
working people, retired people,
people of all walks of life,” said
juror Elyse Stringer, 61 years
old, who lives in Westchester
County, N.Y. “It was very diffi-

A jury of three men and nine women decided Trevor Milton’s fate.

cult to wunderstand where
Trevor was coming from.”

Alleged lying

The case centered on alle-
gations that Mr. Milton ripped
off investors—and made him-
self a billionaire—by repeat-
edly lying about Nikola’s prog-
ress in developing zero-
emissions trucks and the
hydrogen fuel needed to power
them. Mr. Milton’s lawyers ar-
gued that he didn’t intend to
defraud anyone and have said
they would keep fighting.

The three jurors said they
found testimony from Nikola
employees compelling, particu-
larly when company executives
said they warned Mr. Milton
against making rosy pro-
nouncements about Nikola on
social media and in interviews.
Two of the jurors said they
were far less persuaded by Mr.
Milton’s sole defense witness,

a Harvard University professor
of securities law who testified
that Mr. Milton’s statements
didn’t affect Nikola’s stock
price. The economist talked
down to the jury, they said.

A spokesman for the U.S. at-
torney’s office for the Southern
District of New York and Marc
Mukasey, a lawyer for Mr. Mil-
ton, declined to comment.

Around 11 a.m. on a Friday,
a court officer locked three
men and nine women into a
jury room, leaving them to de-
cide Mr. Milton’s fate. “It was
kind of a mess,” said juror
Margaret Gerrity, 66, a book-
keeper who lives on Manhat-
tan’s Upper West Side. “No-
body knew what to do.”

Each juror sat at a desk,
spaced 3 feet apart and ar-
ranged in a circle. Juror Jenni-
fer Diroche, 33, a safety direc-
tor who lives in the Bronx,
said she wrote the four counts
on a large whiteboard.

BRITTAINY NEWMAN/ASSOCIATED PRESS

Understanding
Of Law Questioned

Some former prosecutors
said the jurors may have mis-
understood the law, because
criminal intent was a required
element for conviction on both
securities-fraud counts.

“The intent requirements of
count one and two are essen-
tially the same,” said Edward
Imperatore, a former Manhat-
tan federal prosecutor now at
Morrison & Foerster LLP. He
said the two wire-fraud counts
also required criminal intent.

“If they didn’t find criminal
intent, they should have ac-
quitted him for every count,”
Mr. Imperatore said.

The first securities-fraud
count, the three jurors said,
was relatively straightforward.
They said the jury believed it
only needed to find that Mr.
Milton’s conduct met one of
three criteria in that count,
simplifying the discussions.

Work got trickier

“That’s why it was so easy to
all come to a unanimous conclu-
sion,” said Ms. Stringer, the
jury’s foreperson, who is retired
and previously worked for an
institutional-investment adviser.

The three jurors said there
weren’t detailed discussions
on the first securities-fraud
charge about the intent behind
Mr. Milton’s actions, though
the judge had said they needed
to find Mr. Milton acted with
an intent to defraud.

On count three, a wire-
fraud charge, the women said
jurors easily agreed that Mr.

The law largely insulates
jury verdicts from being at-
tacked on appeal based on
what was said during jurors’
deliberations.

“It's the attorneys’ and the
court’s job to ensure that the
instructions are clear,” said
Joshua Margolin, a partner at
Selendy Gay Elsberg PLLC.
“But even with the best ef-
forts, juries sometimes can
misinterpret or misunderstand,
through no fault of anyone.”

“We think he had good in-
tentions with Nikola,” juror ju-
ror Elyse Stringer said. “It just
didn't come into fruition as
quickly as he wanted to. That
made him do unsavory things
to get it done. But the criminal
part of it? We didn't feel it
was anything criminal.”

Milton was guilty.

Count four, another wire-
fraud charge, was trickier,
they said. Prosecutors alleged
that Mr. Milton lied to a busi-
nessman about Nikola’s tech-
nology to persuade him to ac-
cept company stock options as
payment from Mr. Milton for a
Utah ranch. The jury found the
businessman unlikable and un-
sympathetic, they said.

The businessman and his
lawyers didn’t respond to re-
quests for comment.

Ms. Stringer said she and an-
other juror were initially hold-
outs on convicting Mr. Milton of
the offense. She found it hard to
believe that the businessman
accepted Nikola stock based on
Mr. Milton’s claims about the
company instead of doing his
own research or a simple Google
search about Nikola’s prospects.

“I got a couple of faces
from people,” she said. “It’s
the guy’s life on the line.”

After some tense exchanges,
Ms. Stringer said she voted
guilty. The second holdout,
who had a heavy accent and
some trouble communicating
his views in English, then
voted guilty as well, she said.

‘A big hangup’

That left count two, the
second securities-fraud charge.
Complicating matters, jurors
thought they needed to con-
sider the issue of criminal in-
tent differently on that charge
than the prior securities-fraud
count, Ms. Gerrity said.

Yes, the judge’s instructions
on the first securities-fraud
charge told the jury to con-
sider whether Mr. Milton had
acted “knowingly, willfully and
with an intent to defraud,” Ms.
Gerrity said. But the written
instructions for the second
charge were presented in a
slightly different way, with the
term “criminal intent” empha-
sized in bold as a header on
one of the pages, she said.

“It was definitely that
phrase that was a big hangup,”
Ms. Gerrity said.

Jurors found it hard to
know what was in Mr. Milton’s
head, the women said.

Only Ms. Gerrity thought
that Mr. Milton had intended
to deceive, they said. The
other 11 jurors wanted to find
him not guilty. “We thought
that he didn’t have an intent
to harm,” Ms. Diroche said.

Just after 4 p.m., Ms.
Stringer read the verdict in
court as Mr. Milton shook his
head and his wife cried.

Mses. Diroche and Gerrity
said they researched Mr. Milton
after the trial and regretted not
convicting him on all charges.

—Ben Foldy
contributed to this article.
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Lee Jae-yong has served as Samsung'’s de facto head ever since
his father and predecessor suffered a heart attack in 2014.

Lee Jae-yong Named
Samsung’s Leader

By JIYOUNG SOHN

SEOUL—Samsung Elec-
tronics Co. officially ap-
pointed Lee Jae-yong as its ex-
ecutive chairman, formalizing
the all-encompassing leader-
ship role he has long played at
South Korea’s largest business
conglomerate.

The 54-year-old Mr. Lee—
who goes by Jay Y. Lee in the
West—had previously held the
title of Samsung Electronics vice
chairman. He takes over a posi-
tion previously held by his fa-
ther, Lee Kun-hee, who died two
years ago after being incapaci-
tated by a 2014 heart attack.

With his father ill, Lee Jae-
yong served as the de facto
head of Samsung, which in-
cludes Samsung Electronics,
the conglomerate’s crown
jewel. All major decisions
across Samsung’s various affil-
iates, from theme parks to life
insurance to biopharmaceuti-
cals, required his approval.

Samsung Electronics’ board
said Thursday it had recom-
mended giving Mr. Lee the ex-
ecutive chairman title in light
of the uncertain global busi-
ness environment and need for
stronger accountability.

A variety of legal issues had
complicated Mr. Lee’s formal
ascension to the top. He was
imprisoned twice in recent
years for bribing South Korea’s
president at the time. Last year,
however, he was paroled from a
30-month sentence tied to the
bribery conviction that in-
cluded a five-year employment
ban. And in August, Mr. Lee re-
ceived a presidential pardon
that cleared the 2017 convic-
tion from his record.

The new title formalizes his
role, but it hasn’t settled the
concerns of corporate-gover-
nance experts who have criti-

cized the company’s arcane
structure and decision making.

They said it isn’t clear why
he should be able to dictate ac-
tions across the different affili-
ates of the Samsung conglom-
erate from a position atop
Samsung Electronics. They also
worried his absence from the
company’s board means his de-
cisions will be less transparent
and less subject to shareholder
questions and votes.

“It’s terrible from an ac-
countability perspective,” Yoo-
Kyung Park, Asia-Pacific head
of responsible investment and
governance at Dutch pension
fund APG, one of Samsung
Electronics’ major institu-
tional investors, said of the
failure so far to put Mr. Lee on
the board.

A Samsung spokeswoman
said it is up to the board to
decide whether to nominate
Mr. Lee as a director.

Mr. Lee’s formal ascent has
raised expectations that he will
be more active in pushing for-
ward big mergers and acquisi-
tions and making decisions to
prepare Samsung’s diverse
businesses for the future, said
Kim Kyeong-jun, president of
CEO Score, a Seoul-based cor-
porate-research firm.

“Now is the time to plan
our next move. Now is the
time to act, to be bold and un-
wavering in our focus,” said
Mr. Lee in a meeting with
Samsung CEOs this week. The
remarks were shared with
Samsung employees on the
company’s internal website on
Thursday.

The announcement of Mr.
Lee’s executive chairmanship
appointment came as Samsung
Electronics reported a 24% de-
cline in third-quarter net
profit due to a slowdown in
memory-chip demand.

Comcast Takes Sky Write-Down

By PATIENCE HAGGIN

Comcast Corp. took an $8.6
billion write-down on its Sky
pay-TV operations and posted
a dip in third-quarter revenue,
as strong growth in the com-
pany’s wireless and film busi-
nesses was offset by a slow-
down at its media segment.

The cable and entertain-
ment giant swung to a net loss
of $4.6 billion, compared with
a profit of about $4 billion in
the year-earlier period, mainly
because of the write-down.
The company said the noncash
charge was due to macroeco-
nomic conditions in Sky terri-
tories in Europe, including the
Ukraine conflict, higher energy
costs and interest rates, infla-
tion and currency headwinds.
Comcast acquired Sky in 2018
for about $40 billion.

Factoring out the Sky write-
down and certain other items,
Comcast would have reported
an adjusted net profit of $4.2
billion, or 96 cents a share,
beating Wall Street’s expecta-
tions. Analysts polled by Fact-
Set expected adjusted net in-
come of $3.54 billion, or 90
cents a share.

The company reported total

PETER KNEFFEL/DPA/ZUMA PRESS

revenue of $29.8 billion for
the quarter, a 1.5% decline
from the year-earlier period.
Revenue at Comcast’s NBC-
Universal media and entertain-
ment unit fell 4.3%. Revenue in
the media segment declined
sharply from the previous year,
when results were boosted by
carrying the summer Olympics.
Ad revenue fell 35%. Excluding
the Olympics, media revenue
would have increased 4.4%.
On an earnings conference
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The company reported growth in its wireless and film business.

call, Comcast Chief Financial
Officer Michael Cavanagh said
a deterioration in the ad mar-
ket could weigh on fourth-
quarter results for the media
segment, along with stepped-
up pay TV cord-cutting.
Chief Executive Brian Rob-
erts said the company was
paying attention to econo-
mists’ views about how the
macroeconomic conditions af-
fecting Europe may affect the
U.S. as well. “While we are cer-

Comcast’s net new
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tainly not immune to potential
macroeconomic headwinds, I
firmly believe that Comcast is
in a very strong position rela-
tive to our peers and most
other companies,” he said.

Profitability in the media
business also declined, due
partly to increased spending
on the Peacock streaming ser-
vice. Adjusted earnings before
interest taxes, depreciation
and amortization in that part
of the business fell 41.5%.

Huawei Posts Rare Increase in Revenue

By DAN STRUMPF

HONG KONG—Huawei
Technologies Co. recorded its
second straight quarter of
higher revenue in the third
quarter, as signs emerged that
its business has begun to sta-
bilize following years of pun-
ishing U.S. sanctions.

Revenue at the Chinese
telecom giant rose 6.5% to
144.2 billion yuan, or about
$20 billion, in the third quar-
ter compared with a year ago,
according to calculations
based on unaudited financial
figures released by the pri-
vately held company Thursday.

Huawei said its main busi-
ness line selling telecommuni-
cations equipment grew, while a
longtime decline in its con-
sumer-device business had
slowed. It was the second
straight quarter of higher reve-
nue for the Shenzhen-based
company, putting a halt to more
than a year of dwindling reve-
nue driven by plunging smart-
phone sales and restrictions on
sales of its telecom equipment
to many countries.

Huawei has been battered
by U.S. export restrictions that
include a 2020 ban on it buy-
ing advanced chips made with
American technology. The re-

strictions have decimated the
company’s smartphone busi-
ness, once the world’s largest
and a major source of growth.
It has also dented its business
of selling telecom equipment,
though analysts say the effect
has been less pronounced be-
cause such equipment requires
fewer high-end chips and is
more reliant on long-term
business deals.

To offset the restrictions,
Huawei has been developing
an array of new business lines
less dependent on chips. They
include cloud-computing ser-

Huawei has been battered by U.S. export restrictions that have decimated its smartphone business.

vices, autonomous-driving
components, smartphone soft-
ware and consumer gadgets
such as smartwatches and tab-
lets, though the new busi-
nesses haven’t offset the steep
drop in smartphone sales.
The company has also been
investing heavily in China’s
fast-growing chip-manufactur-
ing industry via its investment
arm Hubble Technology In-
vestment Co. That industry
faces new hurdles in the wake
of sweeping export controls on
high-end chips and chip-manu-
facturing equipment imposed

by the Biden administration
earlier this month.

The U.S. has long viewed
Huawei as a national security
threat and has said Beijing can
use Huawei equipment to spy,
which the company denies. A
number of U.S.-aligned coun-
tries have lined up to bar Hua-
wei from building their 5G
telecom networks, curbing its
international revenue, though
it continues to win big con-
tracts in China and is still the
world’s largest seller of tele-
com equipment overall, ac-
cording to Dell’Oro Group.

SIPA ASIA/ZUMA PRESS
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PAID ADVERTISEMENT

This announcement is not an offer, whether directly or indirectly, in Australia, Hong Kong, Japan, New Zealand or South Africa or in any other jurisdiction where such offer
pursuant to legislation and regulations in such relevant jurisdiction would be prohibited by applicable law. Shareholders not resident in Sweden who wish to accept the Offer
(as defined below) must make inquiries concerning applicable legislation and possible tax consequences. Shareholders should refer to the offer restrictions included in the
section titled “Offer restrictions” and “Important notice to shareholders in the United States of America”in the Offer Document (as defined below).

Philip Morris Holland Holdings B.V. Has Received Necessary Approvals from
Authorities for the Recommended Offer for

SWEDISH MATCH AB
at
SEK 116 per Share, in Cash,
and
Reminds Swedish Match Shareholders of the Terms of the Offer and of
Certain U.S. Regulatory Requirements

On May 11, 2022, Philip Morris Holland Holdings B.V., a Dutch private limited liability company (“PMHH”), an affiliate of Philip Morris
International Inc. (“PMI”), announced a recommended public offer to the shareholders of Swedish Match AB (“Swedish Match”) to tender
all shares in Swedish Match (excluding any treasury shares) to PMHH (the “Offer”). An offer document regarding the Offer was made public
on June 28, 2022 (the “Offer Document”) and a supplement to the Offer Document was made public on July 22, 2022. On October 20, 2022,
PMHH increased the price in the Offer from SEK 106 to SEK 116 in cash per share, and announced that it will not further increase the price in
the Offer. On October 25, 2022, PMHH announced that PMHH has received all necessary approvals from authorities and that this condition
for completion of the Offer has been satisfied. In addition, PMHH is obligated to remind the shareholders of Swedish Match of certain U.S.
regulatory requirements, including with regard to PMHH’s right to reduce the acceptance level condition after the acceptance period ends,
and reminds the shareholders of Swedish Match of the terms of the Offer.

On October 25, 2022, PMHH announced that the European Commission has approved, under the EU Merger Regulation, the proposed
acquisition of Swedish Match, subject to PMHH’s divestiture of Swedish Match’s subsidiary SMD Logistics AB following the completion of the
Offer. PMHH does not believe that Swedish Match’s earnings and operations will be materially affected by the divestiture and the continued
operation of SMD Logistics AB by a third-party outside of the Swedish Match Group. Hence, with respect to the Offer and completion of
the acquisition of Swedish Match, PMHH has obtained all necessary regulatory, governmental or similar clearances, approvals, decisions
and other actions from authorities or similar, including from competition authorities, on terms which, in PMHH’s opinion, are acceptable.
Accordingly, this condition for completion of the Offer has been satisfied.

“We are pleased to have received all necessary regulatory approvals, and believe the best and final price in our revised offer for Swedish
Match provides very compelling value for the shareholders of both Swedish Match and PMI,” said Jacek Olczak, Chief Executive Officer of
PMI. “The revised offer retains a 90% acceptance condition, which is critical to capture the full potential of the combination. Should the offer
fail, we are well prepared to proceed autonomously to develop IQOS and the rest of our smoke-free portfolio in the U.S.”

The acceptance period for the Offer expires on November 4, 2022. All other conditions for completion of the Offer are still applicable to
the Offer as set forth in the Offer Document.

Reminder of certain terms of the Offer and required reminder of certain U.S. regulatory requirements, including
with regard to PMHH’s right to reduce the acceptance level condition after the acceptance period ends.

As stated in the Offer Document, completion of the Offer is conditional upon, inter alia, the Offer being accepted to such extent that
PMHH becomes the owner of shares representing more than 9o percent of the total number of outstanding shares in Swedish Match (on a
fully diluted basis) (excluding any treasury shares) (the “acceptance level condition”). PMHH has reserved the right to waive, in whole or in
part, one or more of the conditions set out in the Offer Document (including, with respect to the acceptance level condition, to complete the
Offer at a lower level of acceptance).

The acceptance period under the current Offer timetable expires on November 4, 2022. To satisfy U.S. regulatory requirements,
PMHH is obligated to announce the possibility of any waiver or reduction of the acceptance level condition via a press release issued at least 5
business days prior to the end of the acceptance period (i.e., October 28, 2022, under the current Offer timetable). While as of today there has
been no decision to reduce or waive the acceptance level condition, with the purpose of satisfying U.S. regulatory requirements, PMHH hereby
reminds the shareholders of Swedish Match that it may (but is not obligated to) reduce the acceptance level condition after the expiration of
the acceptance period on November 4, 2022, and complete the Offer at a lower level of acceptance. In the event of such a reduction, (i) PMHH
may reduce the acceptance level condition from 90 percent to 50.01 percent of the total number of registered shares in Swedish Match and
declare the Offer unconditional, (i) PMHH would grant an additional acceptance period of at least 5 business days from announcement of the
reduction of the acceptance level condition and (iii) shareholders who had previously tendered their shares in the Offer, and shareholders who
tender their shares during the additional acceptance period, would not have withdrawal rights during the additional acceptance period.

In compliance with U.S. regulatory requirements, PMHH informs the shareholders of Swedish Match that if they have already tendered
their shares in the Offer, but their willingness to tender will be affected by a possible reduction of the acceptance level condition as described
herein, they should withdraw their tenders immediately, but in any event, before the expiration of the acceptance period on November 4,
2022. To be valid, such withdrawal must have been received in writing by Handelsbanken Issue department (address: Handelsbanken
Capital Markets, Offerings & Issue Services, SE-106 70 Stockholm, Sweden) not later than 17.00 CET on the last day of the acceptance period
on November 4, 2022. Shareholders of Swedish Match holding nominee-registered shares wishing to withdraw acceptance shall do so in
accordance with instructions from the nominee.

This announcement is not an indication of current or expected acceptance levels. For further information on the potential effects of
a reduction of the acceptance level condition, specifically the implications of PMHH’s ownership of less than 9o percent of the total number
of registered shares in Swedish Match if the acceptance level condition is reduced, PMHH refers shareholders of Swedish Match to the
description thereof included in the section of the Offer Document entitled “Important notice to shareholders in the United States of America’.

The Offer Document and other information about the Offer is available on the Offer website: www.smokefree-offer.com. Shareholders
of Swedish Match whose shares are directly registered with Euroclear Sweden should direct their questions to Shareholder Service by phone
at +46 480-404-393 or by e-mail to smokefree-offer@answeronline.se. Shareholders in Swedish Match whose holdings are registered in the
name of a nominee, i.e., a bank or other nominee, should contact their nominee regarding administrative questions about the Offer. Further,
shareholders may direct additional questions and requests for assistance to Georgeson LLC at the applicable address or telephone number set
forth below.

Shareholders in the U.S.:
Georgeson
1290 Avenue of the Americas, 9th Floor,
New York, NY 10104
All Holders in the United States: 1-888-293-6908

Shareholders outside the U.S.:
Georgeson
3rd Floor, 120 London Wall,
London, EC2Y 5ET, United Kingdom

European Investor Helpline: +46 846-007-389
E-mail: swma-offer@georgeson.com
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The company said it plans to raise its per-share dividend 15% and buy back another $4 billion of its stock.

Shell to Increase Payouts for

Shareholders as Cash Swells

Company swings to
$8.3 billion profit in
quarter, lifted by
natural-gas business

By JENNY STRASBURG

LONDON—Shell PLC said it
plans to boost its dividend and
buy back another $4 billion of
its shares in the coming
months, as the oil major con-
tinued to benefit from strong
demand for natural gas in dif-
ficult-to-navigate markets.

Shell on Thursday reported
a higher third-quarter profit
compared with the same pe-
riod a year ago, even as price
volatility in energy markets
took a bite out of earnings in
its core natural-gas trading
business. Earlier this month,
the company had warned that
natural-gas price swings and
lower margins from fuel-refin-
ing would cut into its third-
quarter earnings.

The London-based company
said that lower refining and
chemicals-production margins
were partially offset by higher

volumes from deep-water oil
and gas production. Shell is
one of the biggest players in
Gulf of Mexico oil drilling, and
continues to invest billions of
dollars in the region.

Overall, Shell’s third-quar-
ter profit on a net current-
cost-of-supplies basis—a fig-
ure similar to the net income
that U.S. oil companies re-
port—was $8.3 billion, com-
pared with an $880 million
loss in the year-ago period.

Adjusted earnings, which
strip out certain commodity-
price adjustments and one-
time charges, were $9.5 bil-
lion, slightly beating the $9
billion analysts’ consensus
forecast for the quarter com-
piled by the company. That
was down from $11.5 billion in
the second quarter but up
from $4.1 billion in the year-
ago quarter.

Shell said it would reward
investors with a continued bo-
nanza of cash payouts. It said
it would buy back another $4
billion of its shares over the
next three months, bringing
announced buybacks this year
to $18.5 billion. Shell also said

Thursday it intends to in-
crease its per-share dividend
by 15%, for the fourth quarter,
pending board approval,

Shares closed up 5.5% in
trading in London.

0il giants have been swim-
ming in cash this year as
manufacturing and global
travel recover from their
pandemic doldrums, with de-
mand for natural gas and fuel
outstripping supplies for
months. Rather than plow
that cash into large new oil-
and-gas projects, companies
have returned tens of billions
of dollars to investors, stok-
ing political scrutiny in the
U.S. and Europe as high
prices for gasoline and natu-
ral gas have crippled con-
sumers and fueled recession
worries.

Still, Shell’s results on
Thursday, which follow two
quarters of record profit,
also reflect how the world’s
biggest oil-and-gas compa-
nies are navigating highly
turbulent markets in the
wake of Russia’s invasion of
Ukraine. The war has spurred
a global struggle to secure

enough gas to heat homes
and keep power plants and
factories running, especially
in Europe.

Markets also have been
whipsawed by natural-gas
price drops as warmer-than-
normal temperatures have
helped to cause a seasonal
glut of the fuel. Europe is still
expecting struggles to main-
tain adequate gas supplies af-
ter this winter, and for years
to come.

Shell is grappling with
these issues as it works to bal-
ance its traditional profit-
heavy oil-and-gas businesses
with pressures from investors,
governments and climate ac-
tivists to push further into
lower-carbon energy such as
wind, solar power and green
hydrogen.

The company is also pre-
paring for a change of leader-
ship, with Shell last month
naming Wael Sawan, its head
of integrated gas and renew-
ables, as its next chief execu-
tive, succeeding longtime CEO
Ben van Beurden. Mr. Sawan is
expected to take the top job
on Jan. 1.

Rush to Buy I Bonds
Before Friday Cutotf

Taxes Treasury Site

By VERONICA DAGHER

So many investors are
scrambling to buy inflation-
adjusted bonds, known as I
Bonds, which pay a 9.62% in-
terest rate if purchased by Fri-
day, that the Treasury Depart-
ment said it cannot guarantee
orders made before the dead-
line will be processed in time.

The government’s Treasury-
Direct site, the only place in-
vestors can directly purchase
securities such as I Bonds and
Treasury bills, this week be-
came one of the most visited
federal sites on the web, offi-
cials said, and has experienced
intermittent outages.

Safe, staid inflation-ad-
justed Series I savings bonds
don’t capture much of the in-
vesting spotlight in most
years.

They became breakout stars
of 2022 as inflation reached a
four-decade high, markets
plunged and investors
searched for a safe place to
park their money.

During just the final week
of October, the Treasury is-
sued $1.95 billion in I Bonds,
more than the total for fiscal
year 2021.

In just one year, some 3.7
million new accounts were
created on the site, more than
the 2.4 million for the prior 10
years combined.

Starting Nov. 1, the interest
rate on I Bonds is expected to
drop to about 6.47%.

Previously, the Treasury De-
partment said those who
wished to score the higher rate
would need to take action by
Friday.

Investors must complete
purchases and receive a con-
firmation email by Oct. 28 to
ensure they will get the 9.62%
rate, according to the Trea-
suryDirect website.

The Treasury doubled its
server capacity to address the
outages, a Treasury Depart-
ment spokesman said.

The system experienced
some moments of slow perfor-
mance and was briefly un-

available, the spokesman said.

“We continue to balance
these efforts with our commit-
ment to the overall integrity
of the 20-year-old system and
protecting the personal iden-
tity and financial assets of our
customers,” the spokesman
said.

This isn’t the first time the
website crashed due to high I
Bond demand.

The TreasuryDirect website
experienced outages on May 3,
a day after the 9.62% rate was
announced.

Users regularly take to so-
cial media to complain about
the TreasuryDirect website
and sometimes go to great
lengths to make their I Bond
purchases.

“The TreasuryDirect web-
site isn’t known for its user
friendliness,” said Elliot Pep-
per, a financial planner in Bal-
timore.

Starting Nov. 1, the
interest rate on I
Bonds is expected to

drop to 6.47%.

On Tuesday night, Mr. Pep-
per was working with a client
to open custodial accounts and
purchase more I Bonds before
the rate change and twice they
were knocked off the website
for seemingly no reason, he
said. Eventually they were
able to open the accounts and
buy I Bonds, but it was quite
stressful at the time, he said.

More than $22.3 billion
worth of I Bonds have been
purchased this year through
September on the Treasury
Department’s website.

The yield for I Bonds far ex-
ceeds cash, and the bonds are
appealing for investors who
want to grab a higher rate of
return without the risk of the
stock market.

—Richard Rubin
contributed to this article.

T-Mobile’s Subscriber

Gains Outpace Rivals,
Yearly Forecast Raised

By DREW FITZGERALD

T-Mobile US Inc. said its
cost and customer trends had
improved heading into the end
of 2022 after the company
logged its strongest jump in
core phone subscriptions since
its merger with Sprint Corp.

The cellphone carrier re-
ported a net gain of 854,000
postpaid phone connections
during the recent quarter, a
postmerger record that out-
paced both AT&T Inc. and Veri-
zon Communications Inc. The
tally topped the average esti-
mate of 725,000 from analysts
polled by FactSet.

T-Mobile’s shares climbed
about 3% after hours Thursday
to $145.

T-Mobile said total net cus-
tomer additions under postpaid
plans would hit 6.2 million to
6.4 million for the year, up from
its earlier 6 million to 6.3 mil-
lion target. The positive projec-
tions represented T-Mobile’s
third target increase this year.

AT&T added 708,000 such
customers and raised its pro-
jected full-year profit, a sign its
customers were still willing to
spend heavily on new smart-
phones with expensive data
plans. Verizon, the largest of
the three U.S. wireless network

operators, posted an 8,000-
phone increase in the category.

T-Mobile’s customer gains
have led the wireless industry
for most of the past two years.
The Sprint merger helped the
combined company cut its con-
struction and tower-leasing
costs and led to widespread
layoffs over the past two years.

T-Mobile expects savings
and benefits from its 2020
purchase of Sprint to reach be-
tween $5.7 billion and $5.8 bil-
lion this year, up from its ear-
lier $5.4 billion to $5.6 billion
target.

T-Mobile’s overall profit fell
to $508 million, or 40 cents a
share, from $691 million a year
earlier, or 55 cents. The earn-
ings result included $972 mil-
lion of merger-related costs
and an expected $803 million
loss in the quarter from the
sale of the company’s wireline
network to Cogent Communi-
cations Holdings Inc. for $1.

Total revenue slipped 0.7%
to $19.48 billion despite higher
revenue from wireless service.
Finance chief Peter Osvaldik
said the decline reflected dwin-
dling leased smartphone plans
under Sprint accounts, which
generate sales but don’t con-
tribute to the service revenue
that powers company profits.
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Sales of the company’s construction equipment jumped by 19%, with gains across all regions.

DAVID PAUL MORRIS/BLOOMBERG NEWS

Solid Demand, Price Hikes
Boost Caterpillar’s Profit

By BoB TiTa

Caterpillar Inc. said its
quarterly sales climbed by 21%
as the company sold more
equipment and raised prices,
offsetting rising production
costs and the strengthening
U.S. dollar.

Caterpillar said markets for
its construction and mining
equipment and engines for
transportation and energy
generation stayed strong, de-
spite weakening consumer
spending pulling down other
industries.

The company said its deal-
ers added inventory in the
quarter in response to rising
demand from customers, par-
ticularly in North America—
the company’s largest mar-
ket—where its machinery and
engine sales grew by 33%
from the same period a year
earlier.

Caterpillar said it contin-
ued to raise its prices to coun-
ter higher material costs, and
freight transportation and
manufacturing inefficiencies
from supply-chain problems.
Price increases contributed
$1.6 billion to overall sales,
which reached $15 billion in
the quarter. The company said
its material and freight costs

have increased by about one-
fifth since 2020.

“We still have supply-chain
struggles that we’re dealing
with, but we also have strong
demand across most of our
end markets,” Chief Executive
Jim Umpleby said during a
conference call with analysts.

The company, based in Ir-
ving, Texas, said its operating
profit margin in the quarter
expanded to 16.2% from 13.4%
a year earlier. Caterpillar’s
shares closed up nearly 8%, to
$212.14, in Thursday trading.

Unfavorable exchange rates
when sales in foreign curren-
cies were converted into U.S.
dollars sliced $461 million
from sales in the quarter, Cat-
erpillar said. The dollar’s
value against foreign curren-
cies has been rising, putting
U.S.-based companies with
foreign operations, such as
Caterpillar, at a disadvantage.

Sales of the company’s yel-
low construction equipment,
such as bulldozers, rose by
19% to $6.3 billion for the
quarter, with higher sales re-
corded across all of the com-
pany’s geographic markets, es-
pecially in North America and
Latin America.

Caterpillar said residential
construction activity is mod-

erating but remains at an ele-
vated level. Nonresidential
construction  activity is
strong, the company said, and
Caterpillar expects the mar-
ket to continue to improve in
the months ahead, boosted by
higher spending in the U.S. on

government-funded public
works and infrastructure
projects.

Expanding investments in
oil and natural gas production
are driving higher demand for
Caterpillar’s engines used at
drilling sites and pipelines,
the company said.

The company reported a
22% increase in its energy
and transportation business
to $6.2 billion during the
quarter.

Caterpillar said its mining-
equipment sales jumped 30%
to $3.1 billion, helped by a
66% increase in sales in North
America.

Overall, for the three
months ended Sept. 30, Cater-
pillar reported a profit of $2
billion, or $3.87 a share, up
from $1.4 billion, or $2.60 a
share, in the same period a
year earlier. Sales and profit
from the quarter exceeded an-
alysts’ expectations.

—Sabela Ojea
contributed to this article.

Merck Lifts
Outlook
After Sales
Leap 14%

By SABELA OJEA

Merck & Co. raised its rev-
enue outlook after posting a
14% rise in third-quarter
sales on growing demand for
its oncology treatments and
vaccines.

The pharmaceutical giant
on Thursday said sales
climbed to $15 billion in the
quarter ended Sept. 30, ahead
of market expectations of
nearly $14.1 billion, according
to FactSet.

The company said revenue
for its cancer treatment
Keytruda and for its human
papilloma virus vaccines Gar-
dasil and Gardasil 9 increased
20% and 15% in the period,
respectively, boosted by
growth in the U.S. and Chi-
nese markets.

Excluding the impact of a
stronger dollar, sales for
Keytruda and Gardasil—
Merck’s top-selling drug and
vaccine—jumped 26% and
20%, respectively.

However, U.S. sales for its
Type 2 diabetes drug, known
under the brands of Januvia
and Janumet, fell 15% as ge-
neric competitors grew, the
company said.

Given current levels of de-
mand, Merck expects to end
the year with worldwide sales
between $58.5 billion and $59
billion, up to 21% growth year
over year. The company’s pre-
vious guidance topped out at
$58.5 billion.

For the third quarter,
Merck’s net income came to
$3.25 billion, or $1.28 a
share, compared with $4.57
billion, or $1.80 a share, a
year earlier. Stripping out
one-time items, Merck said
adjusted earnings were $1.78
a share. Analysts recently
polled by FactSet expected
adjusted per-share earnings
of $1.85.

Merck’s stock closed up
1.4% to $99.74 a share.
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tstael Tel Aviv 193382 074  -0.04| S Most Active Stocks Volume Movers Ranked by change from 65-day average
Italy FTSEMIB 22590.41 200.63 090 -174 Volume ‘%chgfrom —Latest Session— ——52-Week— Volume ‘%chgfrom —Latest Session— ——52-Week—
Netherlands AEX 669.40 377 0.57 161 Company Symbol (000) 65-dayavg Close %chg High Low Company Symbol  (000) 65-dayavg Close %chg High Low
Russia RTS Index 1105.71 17.12 157 -30.7  Mullen Automotive MULN 260,207 1296 054 -028 1590 021 Marblegate Acquisition GATE 3,616 6300 10.05 w 1029 9.76
South Africa FTSE/JSE All-Share 67123.41 20.32 0.03 _g9  ProSharesUltraProQQQ  TQaQ 247,99 274 19.90 -551 91.68 1632 Altralndustrial Motion AMC 11,632 5792 59.72 4837 6225 3218
Spain IBEX 35 7921.10 50.50 0.64 91 MetaPlatforms META 230,693 6458 97.94 -2456 353.83 96.38 Limoneira LMNR 1,885 5486 1140 -821 1671 10.44
Sweden OMX Stockholm 751.97 —1.88 -0.251 2275 Twitter TWTR 137,785 759.3 5370 0.66 55.64 31.30 HudsonExecutivelnll A HCll 2,628 4840 9.94  0.10 9.95 9.70
Switzerland Swiss Market 1070662 -11059 -L02 _16g ProShUltraProshrtQQQ  saaq 133,623 32 5520 550 6955 2815 MetalSky StarAcgn MSSA 600 4639 1002 030 1049 9.80
Turkey BIST100 393452 -41.84 -1.051H 111.8  DirexionDlySCOND3BL  SOXL 126,670 294 852 -544 7421 621 VicShUSAAMSClIntIVal  UIVM 251 4377 3757 <091  50.69 35.07
UK. FTSE100 707369 1762 025 -4 Amazoncom AMZN 109487 933 11096 -406 18811 10126 XtrackersMSClJapan DB 495 4060 4873 -L16 5196 4399
UK. FTSE 250 1808192 2397  -0.13 230 Apple AAPL 100387 219 14480 -3.05 18294 129.04 EverestConsolidatorA ~ MNTN 375 3966 1010 .. 1010 9.80
_ . i . 0.48 286 Core Scientific CORZ 91,222 17864 022 -7813 1498 020 iMGPDBiHedgeStrategy DBEH 176 3312 2608 -033 34.87 24.86
Asia-Pacific MSCIAC AsiaPacific SRR 0.65 o502 FordMotor Fo 87979 239 1300 140 2587 1061 VicShUSAACorelntrmBd UTB 1852 3280 4483 044 5382 43.92
Au.straha S&P/AS)S 200 ) 6845.10 34.23 . 8.1 Volumes of 100,000 shares or more are rounded to the nearest thousand *Common stocks priced at $2 a share or more with an average volume over 65 trading days of at least
China Shanghai Composite 2982.90 -16.60 -0.55H -18.0 5000 shares tHas traded fewer than 65 days
HongKong HangSeng 15427.94  110.27 072 -341 E Scan this code
India S&PBSESensex  59756.84  212.88 0.36 2.6
Japan NIKKEI 225 2734524  -86.60 -0.321 -5.0 ‘x Get real-time U.S. stock quotes CURRENCIES & COMMODITIES
Singapore  Straits Times 3015.24 6.85 0.23 -35 and track most-active stocks, -
SouthKorea KOSPI 228878 39.2 174 231 new highs/lows, mutual funds Currencies
Taiwan  TAIEX 1292637 197.32 155 -29.0 and ETFs. U.S.-dollar foreign-exchange rates in late New York trading
Thailand  SET 1602.33 5.87 0.37 -3.3

Sources: FactSet; Dow Jones Market Data

CREDIT MARKETS

Consumer Rates and Returns to Investor

Selected rates
Money Market/Savings Accts

U.S. consumer rates
A consumer rate against its

benchmark over the past year

Bankrate.com avg" 0.24%

TAB Bank 2.66%

3.00%  Ogden UT 800-355-3063

Figreg::tfrg?s ° 2.00 BrioDirect 2.80%
Money Montebello, NY 877-369-2746

market DollarSavingsDirect 3.11%

account yields New York, NY 866-395-8693

000 yrBDirect 3.11%
T San Diego, CA 877-472-9200
NDJFMAMJ JASO CFG Community Bank 3.15%
2021 2022 Baltimore, MD 888-205-8388
—Yield/Rate (%)— —— 52-Week Range (%) 3-yrchg

Interest rate Last (®)Weekago Low O 2 4 6 8 High (pctpts)
Federal-fundsratetarget 300325 30035 | 000 i '@ 325 | 1.25
Primerate” 625 625 | 325 i 6.25 | 125
Libor, 3-month 44 432 | 013 44| 249
Money market, annual yield 024 025 0.07 ¢ 0.25 | -0.47
Five-year CD, annualyield 226 2.5 041 ¢ 229 | 073
30-year mortgage, fixed' 720 7.5 | 3.09 ¢ @ 738| 3.24
15-year mortgage, fixed' 646  6.47 242 651 3.13
Jumbo mortgages, $647,200-plus" 7.21  7.25 3.09 @ 743 290
Five-year adjmortgage (ARM)' 553  5.42 2.82 i 553 125
New-car loan, 48-month 610 602 | 341 | @i 610| 154
Base rate posted by 70% of the nation’s largest

Bankrate.com rates based on survey of over
banks.T Excludes closing costs.

4,800 online banks. *

Sources: FactSet; Dow Jones Market Data; Bankrate.com

All are available free at WSJMarkets.com

Treasury yield curve

Yield to maturity of current bills,

notes and bonds

Tradeweb ICE Thursday Close 5.00%
v

/“\/\ 4.00

3.00

2.00

One year ago 1.00

L L L 1l 11| 1 IO-OO

1 3 6 1 2357102030

month(s) years
maturity

Forex Race
Yen, euro vs. dollar; dollar vs.
major U.S. trading partners

28%
14 WSJ Dollar Index
0 ..
Euro
-14 M
A
Yen
=280 0l
2021 2022

Sources: Tradeweb ICE U.S. Treasury Close; Tullett Prebon; Dow Jones Market Data

Corporate Borrowing Rates and Yields

— Yield (%) — — 52-Week — TotalReturn (%)
Bond total returnindex Close  Last Weekago High Low  52-wk 3-yr
U.S.TreasuryBloomberg  2057.390  4.240 4.540 4540 1.060 -13.609 -3.120
U.S. Treasury Long, Bloomberg3039.370 ~ 4270 4.420 4570 1720 -31.112 -8.897
Aggregate, Bloomberg 1898.010 4910 5210 5210 1.580 -15.248 -3.362
Fixed-Rate MBS, Bloomberg1878.230 ~ 5.090 5.380 5.380 1.810 -14.480 -3.892
HighYield100,ICEBofA 3075440 8,045 8576 8.753 3.669 -10.790 -0.525
Muni Master, ICE BofA 531944 3923 3.697 3936 0.895 -10.921 -1.788
EMBIGlobal JP.Morgan 716918 8703 9.077 9.159 4.744 -22.213 -6.139

Sources: J.P.Morgan; Bloomberg Fixed Income Indices; ICE Data Services

USSvs,

— Thurs — YTDchg

USSvs,

— Thurs — YTDchg

Country/currency inUS$  perUS$ (%)  Country/currency inUS$  perUS$ (%
Americas Vietnam dong .00004026 24840 8.7
Argentina peso .0064155.6951 516  Europe
Brazil real 1871 53459 -4.0 CzechRep.koruna  .04071 24.564 12.3
Canada dollar 7372 1.3566 7.3  Denmarkkrone 1339 7.4665 14.2
Chile peso .001058 944.90 10.9 Euroareaeuro 0.9966 1.0035 14.1
Colombiapeso .000208 4300.01 18.1  Hungary forint 002437 410.39 26.4
Ecuador US dollar 1 1 unch Icelandkrona 006953 143.82 10.8
Mexico peso .0504 19.8369 =3.2  Norway krone .097210.2919 16.9
Uruguay peso .02439 40.9950 =8.3  Poland zloty 2110 4.7405 17.7
Asia-Pacific Russiaruble 01631 61.325-18.0
. Swedenkrona .0912 10.9698 21.2
Australiandollar 6452 15499 126 o e o andfranc 10094 9907 86
Chinayuan 1383 7.2288 13.7 )
Hong Kong dollar 1274 7.8497 0.7 Turkfeyllra ) 0538 18.6026 [
) Ukraine hryvnia .0271 36.8500 34.7
India rupee 01213 82.456 10.7 UK pound 11565 8647 17.0
Indonesiarupiah  .0000642 15568 9.2 X o ‘ ’
Japanyen 006834 14632 271  Middle East/Africa
Kazakhstantenge .002154 464.15 6.7 Bahraindinar 2.6525 3770 0.01
Macau pataca 1236 8.0890 0.7  Egyptpound .0435 23.0001 46.4
Malaysia ringgit 2121 4.7150 13.2  Israel shekel .2845 3.5151 13.1
New Zealanddollar ~ .5829 1.7156 17.3  Kuwait dinar 3.2324 3094 2.2
Pakistan rupee .00452 221.375 25.6  Omansulrial 25973 3850 ..
Philippines peso .0172 58.204 14.1 AQatarrial 2747 3.641-0.04
Singapore dollar 7094 1.4097 4.5  SaudiArabiariyal 2662 3.7566 0.05
SouthKoreawon .0007034 1421.67 19.6  South Africarand .0556 17.9785 12.8
SriLankarupee  .0027397 365.00 79.9
Taiwan dollar 03113 32.126 159 Close NetChg %Chg V1D (hy
Thailand baht 02643 37.840 13.9 WSJDollarIindex102.86 0.56 0.55 14.86

Sources: Tullett Prebon, Dow Jones Market Data

Commodities
— Thursday — 52-Week YTD
Close Netchg %Chg High Low % Chg % chg
DJ Commodity 103733 -140 -0.13 126448 89310 778 9.63
Refinitiv/CCCRBIndex 27681 -054 -019 32959 21839 16.08 19.12
Crudeoil, $ per barrel 80.08 117 133 12370 6557 757 1844
Naturalgas,$/MMBtu 5186 -0420 -7.49  9.680 3561 -1031 39.03
Gold, $ per troy oz. 1660.70 -330 -0.20 2040.10 162330 -7.82 -9.13
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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 Jan'23  1392.75 1405.00 1389.00 139350 50 241316  Treasury Bonds (CBT)-$100,000;pts 32nds of 100% Dec_ 11641 11661 11565 11576 -.0065 249,109
ontract o Soybean Meal (CBT)-100 tons; $ per ton. Dec 121-220 122250 120-210 122-110 280 1,217,586  Swiss Franc (CME)-CHF 125,000;$ per CHF
o i hor;]_rlac L ettle Cha int De”t Dec 409.00 416,00 40870 41540 670 142,616  March23 121-170 122-170 120-160 122-040 280 1,819  Dec 10198 1.0215 10126 10135 -.0060 45735
open  Hion hilo tow o oetle 9 METESt jan23 40210 40850 40200 40790 590 88111  Treasury Notes (CBT)-$100,000; pts32nds of 100% March23 10270 10318 10240 10241 -0060 326
Copper-High (cMX)-25,0001bs; $ per Ib. Soybean Oil (CBT)-60,000Ibs; cents per Ib. Dec 111-040 111-310 110-180 111-220  19.03,937622  Australian Dollar (CME)-AUD 100,000; $ per AUD
Oct 35950 35950 35950 3.6255 -0.0040 392 pec 7379 7397 7200 7230 -112 128933  March23 111-130 112-080 110275 111-315 185 10,600  Nov 6493 6524 6429 6463 -.0035 198
Dec 35390 3.5565 34910 35195 -0.025 106213 jap23 7080 7093 69.24  69.56 -81 93642  5Yr. Treasury Notes(CBT)-$100,000;pts 32nds of 100% Dec 6503 6531 6435 6469 -.0035 165,764
Gold (cM3)-100 troy az; $ per troy oz Rough Rice (CBT)-2,000 cwt; $ per cwt. Dec 106285 107175  106-182 107-110 152411688  MexicanPeso(CME)-MXN500,000;$ per MXN
Oct 166070 -330 1079 Noy 1603 1612 1597 1601  -02  L171  March'23 106-282 107-242  106-260 107-185 160 3,603  Nov 05026 A .04984 05023 .00028 8
Nov 1664.10 1669.20 165440 166030 -410 3,783 Jan'23 1640 1646 1628 1635 -03 6,638 2Yr.T N . . 0 Dec 04963 .05002 A .04942  .04990 .00028 254,923
Dec 1668.80 1674.80 165850 1665.60 -3.60 360552  \Wheat(CBT)-5000b b rTreasury Notes (CBT)-$200,000;pts 32nds o 100% Euro (CME)-€125,000; $ per €
: ’ - y e ’ al -5, u, cents per bu. Dec 102-126  102-206 102095 102-176 522,192,131 125,000, 5 per
Feb'23  1682.20 1688.50 1673.00 1680.00 -3.40 61133  pec 34350  858.00 83350 83850 -200 135040  march23 102186 102-277 102155 102246 64 2133  Nov 10095  1.0104 9969 9973 -.0122 5,056
April 1697.00 1701.60 1688.80 1694.60 -3.20 17,546 March'23  862.25  876.50 853.00 858.00 -150 79,045 30 Day Federal Funds (CBT)-$5,000,000; 100 - daily avg. ! Dec 10121  1.0132 9995 1.0000 -.0122 654,415
Batadumo oo sortoy 0 O MOy sy g O S W
Y i g : - Sl ' Nov 96.2150  96.2200 96.2100 96.2150 0050 380,325
Oct 1928.40 -22.30 1 ’ - '
Dec 19850 199250 190400 193820 230 6345  CatbicFeoder (cn:é)s-ég OObe o0 WL75 875 6211 10Yr.Del. Int. Rate Swaps (CBT)-5100,000;pts 32ndsof 100% Mini DJ Industrial Average (CBT)-$5 xindex
Platinum (NYM)-50 troy oz; $ per troy o7. Oct 16175 176250 175600 15975 450 1247 Three-Month SOFR (GMEYS1000.000 lgg-o(};ily avég's 720 Dec L s Bt s
, = =p1L, ) 3 - . arc ./
?::,23 95040  974.10 948,30 gg;ig 3'38 53 lfé Jca" 23 181000 181850 ) 180.175 180450 -800 25508 Sept 96.5250  96.5300 96.5250 96.5300 .0075 613,192 Mini S&P 500 (CME)-$50 x index
. . . . X , attle-Live (CME)-40,000 Ibs; cents per Ib. p
sil g . March23 951750  95.2500 951200 95.2150 0400141289  Dec 3844.25 387075 375750 381950 -21.50 2,286,047
ilver (CMX)-5,000 troy 0z; $ per troy oz. Oct 151500 151.900 A  150.700 151.400 -.050 488 Eurodoll _ . March'23 387575 390150 378800 385025 2225 51577
Oct 19635 19.635 19450 19478 -0002 260  Dec 153575 153850 152900 153425 -.150 118,434 urodollar (CME)-$1,000,000; pts of100% arch > ’ 00 - : .
’ Nov 953325 953675 953150 953475 0025 149,507  Mini S&P Midcap 400 (CME)-$100 xindex
Dec 19.555  19.660 19.255  19.494 0.008 108,205  Hogs-Lean (CME)-40,000 Ibs; cents per Ib. '
Crude Ol, Light Sweet (NYM)-1000 bbls; § perbbl. ' Do T s Bagrs 5125 -5 o391 Dec  9A970 950200 949350 949900 0150 159264 NN 2‘1399'910002429'30 27830 29740 110 51237
Dec 8826  89.79 8733 8908 117 313809  Feb23 90375 90.625 87.775 88150 -2850 47,830  March23 948900 949600  94.8350 949250 .0350 950,275 IniNascaq 00 (CME)-520xindex _

: Dec 1141775 11537.50  10921.50 11235.25 -210.75 275,255
Jan23  87.06  88.45 8.12 8783 115 138647  Lumber (CME)-110,000bd.ft,$ per 1000 bd.ft. Dec 953000 954950 952300 954350 1400 938922 o0 l0ca00 1164950 1104950 1134800 21350 4282
Feb 8570 86.95 8478 8643 109 72016  Nov 492,90  493.00 47680  485.00 -11.90 708 ini 1 “ME)-$50 x inde ' ’ '

' Currency Futures Mini Russell 2000 (CME)-$50 xindex
March 84.40 85.49 83.47 85.06 1.01 93,911 Ja|_1 23 481.90  485.50 467.90  476.50 -13.40 1,305 y Dec 181530 1839.70 1794.80 1810.20 30 518,242
June 8130 8216 80.45 81.84  0.80 120,629 Milk (CME)-200,000 Ibs, cents per Ib. Japanese Yen (CME)-¥12,500,000; $ per 100¥ March'23 1837.00 1853.70 181130 1825.60 .80 253
Dec 7743 7825 7675  77.94  0.64 162471  Oct 2181 2184 2181 2183 .05 4589 Nov 6842 6903 6818 6849 -0002 1494  MiniRussell 1000 (CME)-$50 x index
NY Harbor ULSD (NYM)-42,000 gal; $ pergal. Nov 20.49 20.'88 20.35 20.39 -.08 5,278 Dec 6871 6932 6845 6877 -.0002 263,630 Dec 212750 2128.70 2091.90 2100.60 -10.10 10,827
Nov 41746 43561 A 4.0875 43339 2138 12,261 Cocoa (ICE-US)-10 metric tons; $ per ton. Canadian Dollar (CME)-CAD 100,000; $ per CAD U.S. Dollar Index (ICE-US)-$1,000 x index
Dec i 3.7146  3.7210 3.6423 37067 .0301 71,964 Dec 2,284 2,324 2,279 2,314 36 115,322 Nov 7378 7410 7339 7372 -.0001 358 Dec 109.45 110.48 10937  110.45 90 56,023
:‘iasolme-;\l 9Yz4|:BosB o(zr;IM)-Mozo 279935;';%?091?6 1122 14314 ggrfcfh:: (ICEZiJZE;1 37 E(ZJg\gbg t leb9 v e h '731719 S 6 i e e s
ov . X . . . , -US)-37, s, cents per b, British Pound (CME)-£62,500;$ per £
Dec 26025 2.6600 25627 26415 0639 88842  Dec 18100 18360 Vv 17810 17885 -90 72819  Nov 11627 1.1650 11556 11566 -.0065 1,583 Source: FactSet
Natural Gas (NYM)-10,000 MMBtu; $ per MMBtu. March23 17895 180.75 Vv 17615 17695 -35 76,487
Nov 5703 5703 4948 5186 -420 1,355  Sugar-World (ICE-US)-112,000 Ibs; cents per b.
Dec 6190 6198 5710 5875 -244 100137  March 1788 17.93 1769 1771 -15 330,138
Jan'23 6452 6472 5976 6136 -251 139,761  May 1696  16.98 1677 1679 -13 1897 | Bonds | wsj.com/market-data/bonds/benchmarks
March 5626  5.640 5.255 5411 -186 96,101 Sugar-Domestic (ICE-US)-112,000 Ibs; cents per Ib.
April 4764 4.786 4580  4.683 -.094 78,988 Jan 3450 3450 3415 3450 A5 2,015 5
May  A%0 47 4% dex o fgms  March us - oms | Tracking Bond Benchmarks
PETT—— ggctton "CE;;’Q'SO'O%OJSS" conts "52'?2 5511 271 1015 | Returnoninvestmentand spreads over Treasurys and/or yields paid to investors compared with 52-week
op—— g . March23 7738 7767 v 7450 7481 -257 73971 | highsandlows for different types of bonds
orn -5, u,, cents per bu. Orange Juice (ICE-US)-15,000 Ibs; cents per Ib. Total Total
Dec 685.00  689.25 679.25 68225 -2.75 622,279 Nov 21550  216.85 20620 20695 -9.20 703 return  YTDtotal — Yield(%) —  return  YTDtotal — Yield (%) —
March23  690.50  694.50 685.00 68775 -275 361,992  jan23 20400 206.60 19670 19865 -530 9,120 dose  return(%)  Index Latest Low High close  return(%)  Index Latest Low High
Oats (CBT)-5,000 bu; cents per bu. - -
’?Aec o3 ;22;8 ;%gg ;Zg;g gzg;g igg iégg Interest Rate Futures Broad Market Bloomberg Fixed Income Indices Mortgage-Backed Bloomberg Fixed Income Indices
arch’; . X . . . N .
Soybeans (CBT)-5,000 bu; cents per bu. Ultra Treasury Bonds (CBT) - $100,000; pts 32nds of 100% 1898.01 -15.2| U.S. Aggregate 4910 1580 5210 1878.23 -14-3| Mortgage-Backed 5,090 1810 5380
Nov 1381.25 1394.75 137825 138225 50 76501  Dec 129-130 131-030 128020 130-120 1-09.0 1462370 | 5 s Corporate Indexes Bloomberg Fixed Income Indices 1858.85 .12_3| Ginnie Mae (GNMA) 5.080 1.840 5370
2749.11 -19.1| U.S. Corporate 5820 2130 6.130  1102.01 -14.4| Fannie mae (FNMA) 5,090 1.800 5390
Cash Prices | wsj.com/market-data/commodities Thursday, October 27,2022 | 270615 _-118| Intermediate 5700 1570 6050 168929 -14.9 Freddie Mac (FHLMC) 5.080 1800 5370
These prices reflect buying and selling of a variety of actual or “physical” commodities in the marketplace— 3536.56 =305 | Long term 6060 2940 6370 531.94 -11.7| Muni Master 3923 0,895 3.936
separate from the futures price on an exchange, which reflects what the commodity might be worth in future 530.51 -20.4 | Double-A-rated 5050 1840 5320 379.42 -10.8 | 7-12year 3,783 0918 3.794
months. 722.58 -19.4| Triple-B-rated 6.130 2340 6.440  417.75 -15.1| 12-22 year 4403 1180 4414
Thursday Thursday Thursday - .
T Eewy R 825  WheatSpringld%-proMnpls-u na, | HighYield BondsCE BofA 38221 -21.3| 22-plus year 5.104 1673 5131
Shredded Scrap, US Midwest-s,m na. Wheat,No.2 soft red,St.Louis-u 7.5350 457.95 -12.2 | High Yield Constrained 9,024 4.086 9.623  Global Government J.P. Morgan®
Coal,CAplc,12500Btu,1.2S02-rw  176.650 Steel, HRC USA, FOB Midwest Mill-s 740 Wheat - Hard - KC (USDA) $ perbu-u  9.9725 -
Coal PwdrRvrBsn 8800Btu,0.8502-rw 17450  Battery/EV metals Wheat,No.Isoft white,Portld,OR-u  9.0250 422.10 -16.2| Triple-C-rated 16135 7.298 16779  524.00 -12.6| Global Government 2,990 0.840 3.250
BMILithium Carbonate, EXW Ching, =99.2%-vw 75125 d High Yield 100 76124  -9.2 Canada 3360 1430 3.780
BMILithium Hydroxide, EXW China, =56.5%-vw 74575 — 04 11'5' 9 8045 3669 8753 l
Gold, per troy 0z BMI Cobalt sulphate, EXW China, >205%-vm 8601 Bfﬁ;izrfa;gggué‘gg‘%‘zxu 7612 392.87 -14.6| Global High Yield Constrained 9,448 4.601 9.945  344.66 -15.1| EMUS 2.755 0271 3.215
Engelhard industrial 1662.00 BMINickel Sulphate, EXW China,>22%-v,m 5464 -3,600- . . —
Haﬂdy & Harman base 165075 BMIFskeGrapite FOBChna J00Mesh 9495%um 770 Bse!;ectl[;]B,QOO—lf)OOIbS:lé %ozolig 298.24 -14.5| Europe High Yield Constrained 8,039 2731 8508  642.92 -15.4 France 2550 0150 2.930
'I:iEa%lr\]/ld/z{ é I-llgrpman ;ar\l;‘ricated ig%gg Fibers and Textiles BLotl'cirrsA Aaé'ﬁir!i gcg_n(;p wtd.avg-uw 31850 | U-SAgency Bloomberg Fixed IncomeIndices 458,51 -14.6 I Germany 2.010 -0370 2.400
0 rice - R ” ) .
LBMA Gold Price PM 166675  Burlap10-0z40-inchNYyd-nw 07475  Cheddarcheesebbl Chicago-d 19250 1 167202 -8.7| U.S Agency 4560 0900 4840  281.89 4.3 Japan 0.820 0310 0.910
Krugerrand,wholesale-e 1737.00  Cotton11/16 stdlw-mdMphs-u 0.7811 Cheddar cheese,blk Chicago-d 19600
Maple Leaf o U185 ot ot %9595  MilkNonfat dry Chicagolb-d 14200 | 148181 7.3 10-20years 4530 079 4820 49640 -16.7| Netherlands 2290 0200 2.720
: ! " - ) . Coffee,Brazilian,Comp-y 1.7586
A B e Oty g |00 Bl v a0 50 o @3] uc 0 7 L5
Austria crown-e 163229 - ; g  CooslargewhiteChicago-u 28850 | Jaa100 -152] Yankee 5550 1790 5840 716,92 -220] Emerging Markets * 8703 4744 9.159
Austria phil-e 174531 Grains and Feeds Flour,hard winter KC-p 23.90
Silver, troy oz " Barley t lity Mol Hams,17-20 Ibs,Mid-US fob-u 1.03 “Constrained indexes limit individual issuer concentrations to 2%; the High Yield 100 are the 100 largest bonds “Inlocal currency & Euro-zone bonds
’ . arley,top-quality Mnpls-u n.a. Hogs,lowa-So. Minnesota-u 92.35 o . ices: i ices:
Engelhard industrial 19.7500 Branwheat middlings, KC-uw 225 Porgk bellies 12-14 1b MidUS-u o EMBI Global Index Sources: ICE Data Services; Bloomberg Fixed Income Indices; J.P.Morgan
Handy & Harman base 19.5250 Corn,No. 2 yellow,Cent IL-bp,u 6.6100 Pork Ioins,1l3-l9 Ib MidUS-u 1.2088 - -
IL{;R/?Ay&Htarman fabricated éil;%g Corn gluten feed Midwest-u,w :g;g Steers, Tex.-Okla. Choice-u 000 | Global Government Bonds: Mapplng Yields
spotprice “tlo. Corngluten meal Midwest-uw . Steers,feeder,0kla. City-u,w 179.00
(US$equivalent) *19.5900  Cottonseed meal-uw 450 F d oil Yields and spreads over or under U.S. Treasurys on benchmark two-year and 10-year government bonds in
Coins,wholesale $1,000 face-a 20533 Hominy feed,Cent IL-uw 205 ats and Oils e oA i i i
Other metals Meat-bonemeal 50% proMnpls-uw 368 Deqummedcomoilcrudewtd.ava-uw 65,6500 | Seiectedother countries; arrows indicate whether the yield rose(a) or fell (v) in the latest session
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Copper,Comex spot 3.6255 Soybeans,No.1yllw IL-bp,u 13.2900 Tallow,edible,Chicago-u na. 2.750 10 3.938Y 4.014  3.963 1.528
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DimenUSCoreEq2 DFAC 2400 -0.41 -17.2 | iShPfd&incm PFF 3061 . =224 Vanszxtht VXF 135'95 0'15 725'7 2.550 10 3.049 v 3.211  3.405 0.474 -89.s -79.5  -107.5
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FiooleoctrsPDR  XLF 3336 082 146 | iShRussell000Val WD 14731 -012 -123 | VanodDivApp VIG 14597 0.4 -15.0 0.125 UK. 2 3.074v 3.252  4.610 0.557 -126.900 116.8 53
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. . i ' 22
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et Week —HSZHWEELK— et Week —Hszt;vaELK— Shell International Finance Bv* 3.250 4.77 May 11,25 49 14 61
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Japan 1475 1475 1475 1475 30days 6.515 6.604 6.812 2.452 ear £ Teva Pharmaceutical Finance Netherlands lii .. 2.800 6.02 July 21,23 97.750 0.86 96.625
60days 6.652 6.756 6.988 2477 30-year fixed 7.08 6.94 314
- - : - ' 15-year fixed 6.36 6.23 237 - - -
Policy Rates Five-year ARM sos 571 255 | ~-ANdwiththe biggest price decreases
Euozone 125 125 125 0.00 Other short-termrates
Switzerland 100 1.00 1.00 0.00 Notes on data: We Mc 7.875 37.95 May 1,25 54.000 -0.75 56.689
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. allmone er prime rates aren't directly comparable; ,
Overnight repurchase 4 500 500 500 2.00 lending practices vary widely by location; Commerzbank Ag cmzB 8.125 8.47 Sept.19,'23 99.700 -0.55 n.a.
uUs. 3.05 304 3.09 0.1 e B B 8 Discount rate is effective September 22,2022.
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325 325 325 o025 Libor CUSIPs. Value tradedis in billions of U.S. dollars. ) ,
Federal-fundsrates are Tullett Prebonratesas | Sprint 7.875 5.81 Sept. 15,23 101.720 -0.03  101.400
Federal fund Onemonth 37538 357243 375386 00088 o530 pm.ET
e e_ra unds Threemonth 44un 432457 441471 013163 Sources: Federal Reserve; Bureau of Labor “Estimated spread over 2-year, 3-year, 5-year, 10-year or 30-year hot-run Treasury; 100 basis points=one percentage pt, change in spread shown is for Z-spread.
E‘ffer:tlverate ;3?0933 _j 20288 3331888 00(?388 (S)\xmonth g;;gig gi;ﬁi éz%gg ggzggé Statistics; DTCC FactSet; Note: Data are for the most active issue of bonds with maturities of two years or more
ig . . . . neyear . Y ; . Tullett Prebon Information, Ltd. Source: MarketAxess
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MARKETS

Caterpillar Shares Push Dow Into Black

Nasdaq, S&P 500 fall
as tech companies
report lackluster
quarterly results

By CAITLIN OSTROFF
AND GUNJAN BANERJI

Stocks ended mixed after
data showed the U.S. economy
returned to growth in the

—  third quarter
THURSDAY'S

and investors
MARKETS digested more

earnings from

big tech companies
The Dow Jones Industrial
Average gained 194.17 points,

AUCTION RESULTS

Here are the results of Thursday’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.

FOUR-WEEK BILLS
$163,618,297,600
$67,176,637,600
$2,004,807,400
$897,000,000
99720000
(3.600%)
3.660%

Applications

Accepted bids

" noncompetitively

" foreign noncompetitively
Auction price (rate)

Coupon equivalent
Bids at clearing yield accepted 54.68%
Cusip number 912796YS2

The bills, dated Nov. 1, 2022, mature on Nov. 29, 2022

EIGHT-WEEK BILLS
$148,936,728,800
$56,841,522,400
$727,864,300
$1,000,000,000
99.405778
(3.820%)
3.896%

Applications

Accepted bids

" noncompetitively

" foreign noncompetitively
Auction price (rate)

Coupon equivalent
Bids at clearing yield accepted 70.62%
Cusip number 912796ZA0

The bills, dated Nov. 1, 2022, mature on Dec. 27,2022.

SEVEN-YEARNOTES
$85,063,878,200
Accepted bids $35,000,027,000
" noncompetitively $43,794,200
" foreign noncompetitively $0
Auction price (rate) 99.836721
(4.027%)
4.000%

Applications

Interest rate
Bids at clearing yield accepted 25.97%
Cusip number 91282CFT3

The notes, dated Oct. 31,2022, mature on Oct. 31,
2029.

or 0.6%, to 32033.28. A jump
in Caterpillar shares helped
push the blue-chip index to its
fifth day of gains. It is up
5.6% over that period, its larg-
est five-day gain since May.

The S&P 500, meanwhile,
fell 23.30 points, or 0.6%, to
3807.30. The tech-focused
Nasdaq Composite lost 178.32
points, or 1.6%, to 10792.67.
Both suffered their second
straight day of losses.

Stocks have swung lately,
driven by continued uncer-
tainty about the pace of inter-
est rates and the latest batch
of corporate earnings.

On Thursday, the latest
gross domestic product data
showed that the U.S. economy
grew at a 2.6% annual rate
last quarter, a sign that the
economy is stronger than
many have feared.

Still, investors are worried
that lackluster results so far
in technology companies’
earnings could be a sign of a
coming economic slowdown.
This week, some of the big-
gest technology firms have re-
ported financial results that
disappointed investors.

Facebook parent Meta Plat-
forms posted its second reve-
nue decline in a row after
markets closed Wednesday.
The social-media company is
battling a host of challenges,
including a tough macroeco-
nomic climate, growing com-
petition and the fallout from
Apple‘s ad-tracking changes,
all of which have taken a toll
on its advertising business.
The shares plunged 25%, fall-
ing $31.88 to $97.94. It was
one of the biggest one-day de-
clines since the company went
public about a decade ago.

\%4

Dow Jones
Industrial Average

Five-minute intervals

1 1
a.m. 11 noon lp.m.

Set

Some investors said they
were bracing for bigger losses
ahead for tech stocks after an
already punishing year.

“I would be more skeptical
of being tempted to own what
might look cheap,” said Rupal
Bhansali, chief investment of-
ficer and portfolio manager of
global equity strategies at Ar-
iel Investments, of Meta
shares. “It seems cheap, but
it’s an optical illusion.”

Google-parent Alphabet re-
ported its fifth consecutive
quarter of slowing sales
growth this week, with its
YouTube video platform post-
ing a drop in advertising rev-
enue for the first time since
the company began reporting
the unit’s performance. The
company’s shares fell $2.71, or
2.9%, to $92.22, bringing
losses for the week to 8.8%.

“Some of the tech earnings
have been very disappoint-

S&P 500

Nasdag Composite

ing,” said Sebastian Mackay, a
multiasset fund manager at
Invesco. Advertising has his-
torically been seen as a bell-
wether for how the economy
is doing, he said, with the de-
cline in that part of earnings
“suggesting the economy is
slowing.”

The swings this year in big
tech stocks have marked the
end of an era for the group of
companies dubbed the FAANG
stocks. For vyears, they
notched big, simultaneous
gains.

That trade has unraveled
this year. The five FAANG
stocks—Facebook parent
Meta, Apple, Amazon, Netflix
and Google parent Alphabet—
have posted double-digit de-
clines this year.

“We’ve seen these names
trade like a block the past few
years,” said Jason Brady, chief
executive officer of Thornburg

]
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CAITLIN O'HARA/BLOOMBERG NEWS

A Honeywell demo. The company’s shares gained 3.3% Thursday.

Investment Management.
“We’re starting to see both in
the stock prices and results,
some differentiation in their
results.”

The volatility hasn’t been
limited to tech. Shopify
jumped 17%. Honeywell Inter-
national gained 3.3% after the
conglomerate housing aero-
space, materials and other
businesses raised its full-year
profit forecast. Caterpillar
posted a big increase in third-
quarter sales, with demand
for its construction and other
heavy equipment holding up
even as it raised prices.
Shares rose 7.7%.

In economic news, data
from the Commerce Depart-
ment showed that the U.S.
economy grew at an inflation-
adjusted annual rate of 2.6%
in the third quarter, snapping
two quarters of contraction.
Durable-goods orders rose

0.4% in September from the
previous month, and new fig-
ures showed that 217,000
workers filed for unemploy-
ment benefits in the week
ended Oct. 22, up slightly
from the week prior but still
near historic lows.

In bond markets, the yield
on the benchmark 10-year
Treasury note slipped to
3.938% from 4.014% Wednes-
day. Yields and prices move
inversely.

In energy markets, Brent
crude, the international
benchmark, rose 1.3% to trade
at $96.96 a barrel.

Overseas, the pan-conti-
nental Stoxx Europe 600
edged down by less than 0.1%.

Early Friday, Japan’s Nikkei
225 was down 0.4%, Hong
Kong’s Hang Seng Index was
down 1.3% and the Shanghai
Composite was down 0.9%.
S&P 500 futures fell 0.3%.

German Exchange Stock
Outperforms U.S. Rivals

By BEN DUMMETT

Surging interest rates are
benefiting German exchange
operator Deutsche Borse AG
by boosting demand for deriv-
atives tied to borrowing costs
and making some of its post-
trade services more lucrative.

Deutsche Borse’s stock has
beaten regional and U.S. com-
petitors this year, generating a
total return, including divi-
dends, of 14%. The rise puts it
among continental Europe’s
best-performing large stocks.
It compares with declines of
more than 12% for Nasdaq Inc.
and more than 29% for New
York Stock Exchange owner
Intercontinental =~ Exchange
Inc.

The divergence shows how
turbulent markets have cre-
ated pockets of opportunity
for market-infrastructure com-
panies, despite a steep drop-
off in initial public offerings
and other share sales.

Deutsche Borse’s Eurex ex-
change is one of the world’s
largest platforms for interest-
rate derivatives, including in-
struments such as futures and
options tied to European gov-
ernment bonds, and interest-

rate swaps.

Years of low interest rates
and muted volatility damped
trading volumes by discourag-
ing bets on interest-rate
swings. But with central-bank
policy rates and benchmark
bond yields surging alongside
rampant inflation, Eurex trad-
ing volumes are rising as com-
panies and banks seek to
hedge their risks, and inves-
tors use the platform to spec-
ulate on the outlook for rates.

“People are looking for
safety at the moment,” said
Tom Lemaigre, a London-
based portfolio manager at
Janus Henderson Group.
“Deutsche Borse offers inves-
tors that, because people think
interest rates are going to
keep going up, and if that hap-
pens, Deutsche Borse stands
to benefit,” said Mr. Lemaigre,
whose firm owns the stock.

In September, 83.7 million
interest-rate derivative con-
tracts traded on Eurex, up 30%
from a year earlier. For six
straight months, growth in the
trading of interest-rate deriva-
tives has outpaced that for de-
rivatives tied to stocks and in-
dexes, Deutsche Borse’s
website shows.

Deutsche Borse’s revenue
from trading and clearing in-
terest-rate derivatives rose 41%
on the year in the third quarter
to 95.4 million euros, or about
$95 million. High inflation,
rapid tightening of monetary
policy and Russia’s invasion of
Ukraine led to strong demand
for hedging products, particu-
larly in financial derivatives
and commodity trading,
Deutsche Borse said.

Comparing exchanges isn’t
straightforward. = Deutsche
Borse and its U.S. rivals over-
see diversified operations,
with different units focusing
on areas such as securities
trading and clearing, market
data and analytics.

While Nasdaq lacks an in-
terest-rate exchange platform
that would benefit from vola-
tile rates, ICE is active in this
market. However, higher rates
are a drag on ICE’s technology
business that services the U.S.
mortgage sector. That unit’s
revenue fell 13% to $604 mil-
lion on the year in the first
half, as more expensive credit
made housing less affordable.

Nasdaq’s stock price has
fallen to less than 22 times ex-
pected earnings, down from
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about 28 times at the start of
the year, S&P Global Market
Intelligence data show. ICE’s
valuation multiple has suf-
fered a similar drop. Deutsche
Borse trades around 19 times,
down from almost 22 times
over that period.

Many investors use the so-
called risk-free rate offered by
government bonds to help cal-
culate what they should pay
today for future cash flows.
That means that as bond
yields have risen this year, in-
vestors have become less will-
ing to buy shares at high mul-
tiples of earnings.

With benchmark 10-year
Treasury yields climbing above
4%, that has “caused multiple
compression for exchanges and
other stable cash-flow busi-
nesses that were previously
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looking more attractive,” said
Kyle Voigt, an analyst at Keefe,
Bruyette & Woods.

Nasdaq declined to com-
ment, while ICE didn’t respond
to requests for comment. ICE
is scheduled to report third-
quarter results on Nov. 3.

To be sure, Deutsche Borse’s
performance looks less impres-
sive to dollar-based investors.
Listed in Frankfurt, Deutsche
Borse’s stock is priced in euros.
The stock is flat in 2022 mea-
sured in dollar terms, because
of the euro’s depreciation
against the U.S. currency. That
return, though, still outpaces
its U.S. peers.

Aside from derivatives,
Deutsche Borse’s Clearstream
unit is another lucrative source
of interest-rate related revenue.
Because it settles bond trades

for market participants, it sits
on hefty cash balances.

It holds the equivalent of
€17.5 billion in customer bal-
ances that are destined to be
used to pay for bond purchases.
Clearstream invests this money
in short-term money-market
securities in the U.S. and Eu-
rope, generating interest in-
come that rises with rates.

Benjamin Goy, an analyst at
Deutsche Bank Research, esti-
mates Clearstream will gener-
ate net interest income ap-
proaching €500 million in
2024, nearly 10 times the 2021
level.

In the U.S., Clearstream’s
equivalent is the Depository
Trust Co. That is owned by the
Depository Trust and Clearing
Corp., which isn’t wholly
owned by any exchange.
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Tightening macroeconomic conditions are weighing on advertiser spending at Facebook.

Meta Loses
Quarter

Of Value
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news is you suck, the good
news is you can only get bet-
ter,” he said. “There was some
truth to those words, and per-
haps the same holds true
here.”

Oppenheimer analysts
called the guidance “very dis-
appointing,” while Deutsche
Bank analysts said it was “the
wrong number at the wrong
time for investors.”

“Meta appears to have lim-
its on how fast it can pull back
expenses,” KeyBanc analysts
said in a research note.

James Lee and Wei Fang,
analysts at Mizuho, said the
company needs to do more to
lower operating costs.

Analysts at Raymond James
said accelerating losses at
Meta’s Reality Labs unit are
unlikely to sit well with inves-
tors “given its unproven busi-
ness model.”

The unit, which is driving
the company’s virtual-reality
and metaverse efforts, posted
a nearly 49% drop in revenue
to $285 million and had an op-
erating loss of $3.7 billion for
the recently ended quarter, the
company said.

Mr. Zuckerberg  said

Wednesday that he was en-
couraged by the company’s
progress in responding to the
tougher environment.

“I have to say that our
product trends look better
from what I see,” he said on a
call with analysts.

During a townhall broad-
cast to employees on Thurs-
day, Mr. Zuckerberg and other
executives continued to ex-
press optimism about the
company’s progress, according
to a recording of the session.
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going back to 1985, as investors
digested the plan and the dilu-
tion to their shareholdings.

The Swiss bank said it
would sharpen the focus of its
markets trading businesses and
rebrand its capital markets and
advisory business as an inde-
pendent unit called CS First
Boston, reviving a storied U.S.
investment-banking brand.

Michael Klein, a veteran
banker and board member who
helped plan Credit Suisse’s lat-
est pivot, will step down to be-
come the new unit’s chief exec-
utive. Credit Suisse CEO Ulrich
Korner said the unit could be
spun off to other investors.

Credit Suisse intends to be-
come “simpler, more stable
and with a more focused busi-
ness model built around client
needs,” Mr. Korner said in a
statement.

The bank confirmed it is
poised to transfer its securi-
tized products group—a large
business within the investment
bank—to a consortium made up

Share-price and index
performance this year
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of Apollo Global Management
and Pacific Investment Man-
agement Co. The Wall Street
Journal reported that sale was
nearing on Wednesday.

Credit Suisse said the moves
are aimed at channeling more
of its assets and other re-
sources into managing money
for the world’s rich, which will
continue to be its main busi-
ness. It said its cost base
should fall by around $2.5 bil-
lion from current levels to
around $14.7 billion by 2025.

Around $1.5 billion of the
new shares will be bought by
Saudi National Bank, Credit
Suisse said, giving the Saudi
bank a shareholding of up to

9.9%. A rights issue for exist-
ing shareholders will run
through November.

Saudi National Bank said it
may also invest in CS First
Boston. Mr. Korner, the chief
executive, said the unit has a
$500 million funding commit-
ment from a prominent inves-
tor, which he didn’t name, de-
spite a spinoff potentially
being years away.

The Saudi bank is owned
mainly by Saudi Arabia’s sover-
eign-wealth fund, the Public In-
vestment Fund, and another
government fund. It had been
looking to acquire a foreign
bank to boost its status, a per-
son familiar with the entity said.

Qatar, a regional rival to
Saudi Arabia, is among Credit
Suisse’s large existing share-
holders, with a roughly 6%
stake in the bank. Qatar’s sov-
ereign fund started investing
in European banks after being
established in 2005 to help in-
vest Qatar’s revenue surpluses
and diversify its economy
from energy.

Credit Suisse estimated the
cost of the restructuring at
about $2.9 billion over the
next two years.

The Swiss bank is reinvent-
ing itself after a client collapse
last year cost it more than $5
billion and a series of reputa-
tional scandals pushed up its
legal bills.




