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Republicans expressed
optimism as they headed
into the final weekend of the
midterm campaign, targeting
House seats deeper into
Democratic territory than
once expected while both
parties watched polls in some
critical Senate races showing
signs of tightening. Al, A4
© Trump is preparing to
announce a comeback White
House bid by the end of No-
vember, people familiar
with the discussions say. A6

# Russian forces in the oc-
cupied southern Ukrainian
city of Kherson appear to be
laying the groundwork for a
withdrawal, but Ukrainian of-
ficials warn that Russia could
be seeking to suck precious
armored units into debili-
tating urban combat. A8

@ The U.S. and its allies
agreed on which sales of
Russian oil will be subject to
a price cap, racing to flesh
out the details of the major
new sanctions program be-
fore it begins on Dec. 5. A9

¢ Thomas Barrack, a busi-
nessman and ally of Trump,
was acquitted of charges
that he illegally lobbied the
former president and his ad-
ministration on behalf of the
United Arab Emirates. A3

@ The fall is shaping up as
a rough and unpredictable
one for respiratory viruses,
as federal health officials
warn of an early increase
in activity this season. A3

Business & Finance
—’—

4 The U.S. labor market re-
mains strong but is showing
more signs of cooling fol-
lowing the Fed’s aggres-
sive interest-rate increases
aimed at combating high in-
flation. Employers added a
seasonally adjusted 261,000
jobs in October. Al, A2

¢ Musk capped his first
week as owner of Twitter by
carrying out sweeping job
cuts while complaining that
advertisers have slashed
their ad spending on the
platform over concerns
about how he will handle
content moderation. Al, A6

4 The chip industry has
pivoted hard from a clamor
for higher output to cost
cutting as it adjusts to a
slump for semiconductors
that has infected almost all
parts of its business. Bl

4 HSBC’s top shareholder,
China’s Ping An Insurance,
called for a radical reorga-
nization of the banking gi-
ant to boost its profits and
flagging share price. Bl

# U.S. stocks rose Friday
but posted weekly losses.
The S&P 500, Nasdaq and
Dow shed 3.3%, 5.6% and 1.4%,
respectively, for the week. B11

4 Exxon is considering leas-
ing or selling unused office
space at its sprawling Hous-
ton-area campus, part of a

continuing effort to cut bil-
lions in structural costs. B3
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Your Duty Is to Take
Voting Seriously A17
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REAFFIRMING TIES: German Chancellor Olaf Scholz and Chinese President Xi Jinping met in
Beijing on Friday, with Mr. Scholz using the trip to sign business deals and announce new ar-
eas of cooperation despite growing calls back home to take a tougher stance on China. A10

Candidates’ Troubles Keep
Pennsylvania Race Tight

By AARON ZITNER

GREENVILLE, Pa.—Demo-
crat John Fetterman entered
the race for U.S. Senate during
a challenging time for his
party, with Republicans in
Pennsylvania racking up gains
in voter registration after de-
cades as a distant second.

Republican Mehmet Oz, a
political newcomer who faces
Mr. Fetterman in Tuesday’s
election, has his own prob-
lems. During the primary sea-

son, his GOP opponents so ef-
fectively branded him as an
out-of-state opportunist that
many voters, including in his
own party, now view him unfa-
vorably.

Neither man has been able
to escape his trouble and, with
only days left, polls suggest
the race is essentially tied.
That leaves each campaign
grappling for the smallest ad-
vantage in one of the nation’s
most consequential elections.

Both parties see Pennsylva-

nia as key to their fight for
control of the Senate.

If Mr. Fetterman loses,
Democrats will blow their best
chance to pick up a GOP seat—
one held by Republican Sen.
Pat Toomey, who is retiring.

If Mr. Oz loses, Republicans
will have to pick up at least
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¢ Campaigns sprint into the
final weekend.......ccuummmmmmmmmanns A4

@ Trump is preparing to unveil
White House bid......mmmemeees A6

Robust Hiring
Shows Signs
Of Cooling Off

By DaviD HARRISON

The U.S. labor market re-
mains strong but is showing
more signs of cooling follow-
ing the Federal Reserve’s ag-
gressive interest-rate in-
creases aimed at combating
high inflation.

Employers added a season-
ally adjusted 261,000 jobs in
October, a robust number but
the fewest since December
2020, and the unemployment
rate rose to 3.7%, the Labor
Department said Friday. Wage
gains in October ticked up
from the previous month. On
an annual basis, however,
wage increases have eased, a
possible sign of loosening in
the labor market.

The report points to an
economy that is gradually
losing momentum following a
torrid stretch of growth last
year and earlier this year.
Over the past three months,
employers added an average
289,000 jobs a month, down
from 539,000 during the
same period a year ago. But

Unemployment rate
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Note: Seasonally adjusted
Source: Labor Department

that is still far more than be-
fore the pandemic. In 2019,
job gains averaged 164,000 a
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@ Fed points to risks in report
on financial stability........... B10

@ Heard on the Street: Hiring
remains on heady pace..... B12

Musk Fires Half
Of Twitter’s Staft

By SArAH E. NEEDLEMAN
AND ALEXA CORSE

Elon Musk capped off his
tumultuous first week as
owner of Twitter Inc. by car-
rying out sweeping job cuts
while complaining that adver-
tisers have slashed their ad
spending on the platform over
concerns about how he will
handle content moderation.

Mr. Musk blamed what he
called “a massive drop in reve-
nue” on “activist groups pres-
suring advertisers.” He said in
tweets that Twitter hadn’t
changed content moderation
and had tried to address activ-
ists’ concerns.

“We’ve done our absolute
best to appease them, and
nothing is working,” Mr. Musk
said at an investment confer-
ence in New York on Friday.
“This is a major concern,” he
said, casting the ad pullback
as an assault on free speech.

Mr. Musk later Friday ap-
peared to threaten to expose
advertisers that were with-

holding business from Twitter
even though many have been
public about their decision to
suspend placing ads as they
watch what the new Twitter
owner does with the platform.
“A thermonuclear name &
shame is exactly what will
happen if this continues,” he
tweeted.

The comments came as
Twitter was notifying about
half its staff that they were
being let go. The layoffs were
broad-based, ranging from the
communications team to peo-
ple working on machine learn-
ing. The cuts would put Twit-
ter’s head count back to levels
not seen in years when it was
a smaller business.

In the eight days since Mr.
Musk took over the social-me-
dia platform, change has been
swift. The Tesla Inc. chief ex-
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@ Musk says subscriptions
would improve platform.... A6

@ Christopher Mims: Why the
Twitter gambit could fail... B6

Clock Changes
Wind Up

Protesters

* * *

Semiannual shift

has some fed up

enough to quit

By JAMES HooKkwAY

BARCELONA—There’s a
rupture in the fabric of time,
or in how we set our clocks,
anyway.

The end of daylight-saving
time in the U.S. on Sunday, a
week after Europe, brings the
annual confusion of turning
the clocks back. Some people
are fed up with the whole pro-
cess. A few refuse to take part
in it at all.

Stefano Pavone from Swin-
don, England, lives year-round
on Greenwich Mean Time, the
original standard time. He
wears a watch on each wrist
as a protest when the UK.
shifts to daylight-saving time
from spring until fall. He says
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EXCHANGE

TAKING OFF
The story of
TikTok’s rise, from
those who lived it. B1

$300 Million Sneaker King

Comes Undone

Reselling sneakers afforded Michael Malekzadeh a gold-plated
lifestyle until unfilled orders brought his business to a halt

By INTI PACHECO

Self-described sneakerheads bidding up
prices for limited-edition kicks sold online
have created profits for tens of thousands of
entrepreneurial kids and adults.

In nine years, Michael Malekzadeh out-
paced the crowd to become an American
sneaker celebrity. He made more than $300
million in the sneaker resale market, where
scarcity and cool have driven runaway

prices.

Mr. Malekzadeh was known as one of the
largest buyers and sellers of exceptional
sneakers, including many he offered before
they hit retail stores and some at cheaper-
than-retail prices. He could get the rarest
Nike Inc.’s Air Jordans, as well as Yeezys,
which are expected to see a spike in resale
prices after Adidas AG ended its partnership
last month with rapper and entrepreneur
Kanye West, who now goes by Ye.

Mr. Malekzadeh’s apparent success af-
forded him the kind of insouciant, gold-

PleaseturntopageAl3

MichaeI.MaIekzadeh in March 2020.
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THE NUMBERS | By Josh Zumbrun

When It Comes to Data, Less Can Be More

The world is
moving toward
collecting ever
more data
about nearly
every aspect of
our lives.

This data often improves
our ability to analyze the
world around us, but there are
also situations in which more
data makes our decisions and
understanding of the world
worse, not better.

This insight is the focus of a
growing and somewhat coun-
terintuitive field of study,
which examines scenarios in
which less data leads to better
statistical models or better de-
cision making. When actually
making decisions with data,
oftentimes “less is more.”

“In an ideal world with an
ideal person or algorithm pro-
cessing the data, more data is
better,” said Jerker Denrell, a
professor of strategy and deci-
sion making at the University
of Warwick. “However, we’re
not always in that world.”

The phrase “less is more”
when it comes to making deci-
sions was popularized by the
German psychologist Gerd Gig-
erenzer, whose career has re-
volved around identifying situ-

ations in which less data leads
to better decisions. The con-
clusions are relevant for both
human decision makers and
for algorithms.

This field finds that often a
small number of data points
are extremely useful, and that
as data points are added, they
become increasingly less use-
ful. Unless used carefully, they
can muddle the picture rather
than improve it.

recent paper in the

field asked: “To predict

who will perform well in
a particular job, is it always
better for an employer to use
as much information as possi-
ble about job candidates?” The
answer, from authors Felipe
Csaszar, Diana Jue-Rajasingh
and Michael Jensen at the Uni-
versity of Michigan’s Ross
School of Business, is no.

Their paper models the is-

sue of statistical discrimina-
tion, an economic theory dat-
ing to the 1970s that argued
one reason for the persistence
of discrimination was that a
company seeking to maximize
profit as its only goal would
use all available information
about, say, job candidates. A
hiring manager, in pursuit of

that goal, might use race or
gender, even if subconsciously,
to make the best prediction.

Race and gender are poor
predictors of performance
compared with skill. But they
might be more easily ob-
served, which might lead a hir-
ing manager to overweight
them, the authors say. In this
case statistical discrimination,
which recommends using both
types of information to get the
best prediction, does the oppo-
site, they say.

Research that shows how
human decisions are seldom
100% rational has led to in-
creased reliance on robotic al-
gorithms that attempt to suck
in as much data as possible. In
some cases, these algorithms
work wonders at removing
emotion and prejudice. At
other times, they codify error.
In her book “Weapons of Math
Destruction” the mathemati-
cian Cathy O’Neil gives exam-
ples of emotionless algorithms
producing discriminatory or
useless results.

There are many instances
where less data has proved to
be better. In the early 1990s,
Dr. Gigerenzer compared two
large German cities, one with a
professional soccer team and

one without. The city with the
team is bigger 87% of the time.
People who rely on this simple
trick can better guess which
cities are bigger than people
who try to recall reams of
complex urban details. Sports
teams, it turns out, are more
correlated with population
than many things people
might know, such as whether a
city is a state capital or on a
major highway.

89%

How often number of sports
teams predicts a bigger city.

(Here’s a U.S. version: Tally
a city’s number of pro football,
baseball, basketball and
hockey teams. Among pairs of
the 50 largest cities, 89% of
the time, the city with more
teams is bigger. A useful tip if
you ever need to guess
whether Pittsburgh is larger
than Nashville.)

Or take a company seeking
to predict which customers are
still active—that is, interested

and likely to continue buying
from the firm—and which cus-
tomers have lost interest in
the company’s products. Re-
searchers have found that an
incredibly simple rule of
thumb—whether someone
purchased from the company
in the past nine months—bet-
ter predicts whether custom-
ers are active than cutting-
edge complex models.

An example in investing is
the 1/N rule, which states that
if you want to buy, say, 12
stocks you should give them
each a 1/12th allocation in your
portfolio. A team from the
London Business School com-
pared this to 14 models that
use vast amounts of data to
try to find superior allocations,
and found that none of those
14 models beats the 1/N rule.

f course, it isn’t always

easy to recognize

which data points to
lop off. Earlier in the pan-
demic, the Massachusetts In-
stitute of Technology dropped
its requirement that appli-
cants submit an SAT (or ACT)
score. Critics have long ar-
gued such tests are poor pre-
dictors of academic success
and a barrier for people from

disadvantaged backgrounds.

But after two years, MIT
brought back the SAT this
spring. The dean of admissions
said MIT had discovered the
SAT did a better job for “stu-
dents from these groups rela-
tive to other things we can
consider. The reason for this is
that educational inequality im-
pacts all aspects of a prospec-
tive student’s preparation and
application, not just test-tak-
ing.” The test, it turns out, was
better than having the right
extracurriculars, letters of rec-
ommendation or advanced
classes, which tilted even more
heavily in favor of more-ad-
vantaged students.

Though it isn’t always easy
to figure out which data to dis-
card, it is an important area of
research as the numbers col-
lected about our lives grow.

“It’s something like a win-
win-win that we are showing,”
said Dr. Csaszar. “If you use a
simpler decision-making pro-
cess, you become better at
making predictions, and you
become more fair, because you
don’t take into account race or
other things that are discrimi-
natory. There’s an alignment
between simple, fair and accu-
rate.”

Hiring Is
Robust but
Downshifts

Continued from Page One
month.

U.S. stocks ticked higher
Friday but finished the week
with losses. The yield on the
benchmark 10-year U.S. Trea-
sury note rose.

The labor market is being
pulled by two competing
forces, said Ian Shepherdson,
chief economist at Pantheon
Macroeconomics.

On the one hand, employers
are still restoring jobs they had
cut at the height of the pan-
demic. On the other, some are
pulling back on hiring amid
growing uncertainty about how
much the economy is going to
slow and whether it might
slide into recession.

“Late summer, early fall
maybe, there’s been a mean-
ingful step down in the pace of
hiring,” Mr. Shepherdson said.

Several prominent tech
firms, including ride-hailing
company Lyft Inc. and pay-
ments company Stripe Inc., an-
nounced layoffs this past week,
while online retailer Ama-
zon.com Inc. said it would
freeze corporate hiring.

The announcements come
alongside the strong employ-
ment report partly because
they reflect those employers’
plans for the future, while Fri-
day’s data provide a snapshot
of the situation last month.
The report shows job losses in
certain occupations—such as
warehouse workers—but
doesn’t identify them by indi-
vidual employers. And in a
tight job market, workers los-
ing jobs at one company often
find new ones quickly else-
where, resulting in no net re-
duction in employment overall.

The report showed wage
gains quickened last month.
Average hourly earnings rose
0.4% in October from the pre-
vious month, up from 0.3% in
September, the Labor Depart-
ment said. They slowed on an
annual basis, rising 4.7% in

The U.S. economy added 261,000 jobs in October. While healthcare posted strong gains, most sectors
had gains below their monthly-change average for the year.

U.S. nonfarm payrolls, one-month net change
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October, down from 5% in Sep-
tember. Annual wage gains
have been softening steadily
since peaking at 5.6% in March
but remain well above where
they were before the pan-
demic.

The Fed is trying to cool the
economy and bring inflation
down from near 40-year highs
and will take little comfort
from the report, said Augus-
tine Faucher, chief economist
at PNC Financial Services

CORRECTIONS &3 AMPLIFICATIONS

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

THE WALL STREET JOURNAL

200 Burnett Rd, Chicopee, MA 01020.

acceptance of the advertiser’s order.

Need assistance with your subscription?

By phone: 1-800-JOURNAL (1-800-568-7625)
Reprints & licensing:

(USPS 664-880) (Eastern Edition ISSN 0099-9660)
(Central Edition ISSN 1092-0935) (Western Edition ISSN 0193-2241)

Editorial and publication headquarters: 1211 Avenue of the Americas, New York, NY. 10036

Published daily except Sundays and general legal holidays.
Periodicals postage paid at New York, N.Y, and other mailing offices.

Postmaster: Send address changes to The Wall Street Journal,

All Advertising published in The Wall Street Journal is subject to the applicable rate card,
copies of which are available from the Advertising Services Department, Dow Jones & Co. Inc,
1211 Avenue of the Americas, New York, N.Y. 10036. The Journal reserves the right not to
accept an advertiser’s order. Only publication of an advertisement shall constitute final

Letters to the Editor: Fax: 212-416-2891; email: wsj.ltrs@wsj.com
By web: customercenterwsj.com; By email: wsjsupport@wsj.com
By email: customreprints@dowjones.com | By phone: 1-800-843-0008

WSJ back issues and framed pages: wsjshop.com
Our newspapers are 100% sourced from sustainably certified mills.

GOT A TIP FOR US? SUBMIT IT AT WSJ.COM/TIPS

Group. Officials had been look-
ing for a more pronounced
slowdown as a sign that inter-
est-rate increases have started
to cool the economy.

“Even though the labor mar-
ket is strong, this means that a
recession is more likely rather
than less because it means the
Fed is going to end up raising
rates even more,” he said.

Risks to the economy are
growing as the Fed continues
to battle high inflation, said

Labor-force
participationrate
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economists surveyed by The
Wall Street Journal last
month. They put the probabil-
ity of a recession in the next
year at 63%, up from 49% in
July’s survey.

Boston Fed President Susan
Collins said Friday the jobs re-
port showed the Fed had more
work to do to bring down in-
flation by slowing demand.

“The earnings numbers in
these data are still not consis-
tent with 2% inflation,” she

Kurt Wilberding/THE WALL STREET JOURNAL

said, referring to the Fed’s tar-
get level. “There’s clearly more
work to do there.”

Fed officials want to slow
the pace of wage increases,
which could in turn ease price
pressures.

“The labor market’s going
from 100 miles per hour to 85,”
said Rob Dent, senior U.S.
economist at Nomura. “The
Fed’s looking for 40, and we’re
still not very close to that.”

The report showed that a

sharp hiring slowdown has be-
gun in some industries that are
particularly sensitive to inter-
est rates.

Construction companies,
which have seen demand
evaporate as mortgage rates
have risen, added just 1,000
jobs in October, the report
showed, down from 22,000 in
September.

Employment in the trans-
portation and warehousing in-
dustries, which grew rapidly in
the recovery from the pan-
demic, has flatlined since the
summer as consumers shifted
their spending away from
goods and more toward ser-
vices such as housing, utilities
and transportation.

The share of adults holding
or seeking jobs—the labor
force participation rate—fell
slightly last month to 62.2%
from 62.3%, which could keep
the labor market tight. Nota-
bly, participation of prime-
aged workers, those between
the ages of 25 and 54, has
fallen for two straight
months.

David Sinkey, chief executive
of Boulder Creek Neighbor-
hoods, a Colorado home
builder, said he looked for a
chief operating officer and a
senior land acquisition execu-
tive earlier this year. The com-
pany recently decided to put
those searches on hold, even
though it continues to hire for
lower-level roles, he said.

“We basically decided given
the uncertainty on the hori-
zon—and those are pretty high
compensation roles—if we’re
going to potentially be working
on a plan to reduce overhead,
why would we continue to ex-
pand it?” Mr. Sinkey said.

Builders are in a tough spot,
Mr. Sinkey added. The sharp
rise in mortgage rates means
they will see less demand in
the future. At the same time,
they are racing to complete ex-
isting orders before the end of
the year.

“People are still trying to fill
roles they’ve been trying to fill
for the last two years,” he said.
“They’re also thinking: come
January, February, March, am I
actually overstaffed? It’s a real
mind bender.”

—Nick Timiraos
contributed to this article.

Job Report

By SARAH CHANEY CAMBON

Several large tech compa-
nies are cutting jobs, while
employers overall are still
adding them at a strong clip,
contributing to other appar-
ently mixed signals about the
U.S. labor market.

Both trends can coexist as
companies make different
staffing decisions in a cooling
economy and as the govern-
ment tries to track the chang-
ing picture.

Tech companies’ fresh
batch of layoff announcements
this week followed layoffs over
the summer by other tech
firms amid rising interest-rate
increases and recession fears.

U.S. employers overall,
however, boosted their pay-

Stays Strong Despite Tech Layofts

rolls by a net 261,000 jobs in
October, the U.S. Labor De-
partment said Friday. That
was a robust monthly in-
crease, but also the smallest in
nearly two years.

The differences reflect
three main factors: a lag be-
tween real-world events and
government data, an indistinct
categorization of technology
jobs in the report and the con-
tinued strength of the broader
labor market.

First, there is a time lag be-
tween the companies’ state-
ments and the data captured
in the department’s jobs re-
port. Layoff announcements
from ride-hailing company
Lyft Inc. and payments com-
pany Stripe Inc. both came on
Thursday—in November—and

so weren’t counted in the Oc-
tober employment report.
Second, the department
doesn’t break out employment
in the tech industry as a sepa-
rate category in the monthly
jobs report, meaning cuts at
tech corporations are scat-
tered throughout the report in
a variety of industries such as
professional and business ser-
vices, information and finance.
Third, layoff announce-
ments at large tech companies
might be headline-grabbing,
but they account for a small
portion of job activity. Em-
ployers across most industries
are still hiring as their de-
mand for labor well exceeds
the pool of available workers.
Companies in e-commerce
slightly lowered their head

count last month and hiring in
computer systems design has
slowed in recent months, Fri-
day’s jobs report showed. But
more broadly, the data reflects
an economy in which employ-
ers are still hiring at a solid
but slightly slowing pace as
they seek to catch up with the
sharp rise in demand for their
goods and services following
the pandemic downturn.

Notably, manufacturers
added jobs at a strong clip in
October despite a confluence
of economic challenges, in-
cluding a stronger dollar, wan-
ing demand for durable goods
and rising interest rates.

The healthcare sector hired
53,000 employees last month,
with nursing facilities and
hospitals adding workers.

9
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Flu Season
Worsened

By Other

Viruses

By BRIANNA ABBOTT

The fall is shaping up as a
rough and unpredictable one
for respiratory viruses, as fed-
eral health officials warn of an
early increase in activity this
season.

The Centers for Disease Con-
trol and Prevention Friday rec-
ommended that healthcare pro-
viders offer flu and Covid-19
shots to patients, use diagnos-
tics to guide patient manage-
ment and provide treatments
as early as possible.

Covid-19 cases and hospital-
izations are simmering at a
sustained level, with new Omi-
cron subvariants and the com-
ing holiday season threatening
to drive them higher. Other vi-
ruses including influenza and
respiratory syncytial virus, or
RSV, are surging earlier than
usual, after two years of un-
usually low or sporadic trans-
mission.

And the viruses will likely
interact with each other in
ways that researchers can’t
fully anticipate.

“It does appear to be that
there is some viral competi-
tion that goes on,” said Aubree
Gordon, an associate professor
of epidemiology at the Univer-
sity of Michigan School of
Public Health.

Mitigation measures such as
distancing, masking and reduc-
ing travel during the Covid-19
pandemic had a marked impact
on other respiratory viruses,
which are making a comeback
as fewer people are taking pre-
cautions and likely have less
recent exposure compared with
prior seasons.

Studies and past epidemics
also suggest that the spread of
some viruses could inhibit or
shift the spreading of others
for a period of time, even with-
out stricter control precautions
in place. That could potentially
be because of how part of the
immune system responds to the
first pathogen it encounters,
medical experts said.

“Even in the absence of
those types of interventions in
the past, we also sometimes
see reductions in other respi-
ratory viruses during a pan-
demic,” said Dr. Gordon.

But she added that during
this past season in Nicaragua,
where she does research, the
peaks for Covid-19 and flu
cases completely overlapped,
leading to significant disease
burden and a number of co-in-
fections that suggested limited
virus-virus interference.

Infections with common re-
spiratory viruses and espe-
cially RSV are already strain-
ing pediatric hospitals across
the U.S. Doctors and health of-
ficials said that if cases of
Covid-19, flu and RSV peak si-

Share of tests for RSV that
were positive
30%
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“As of Oct. 29; data for the last two weeks
may be less complete
Source: CDC

multaneously, it could put fur-
ther pressure on healthcare
systems.

“The respiratory virus sea-
son is right now unpredict-
able,” said Tina Tan, a pediat-
ric infectious-disease doctor at
Ann & Robert H. Lurie Chil-
dren’s Hospital of Chicago.
“It’s really going to be a really
severe stress on all the hospi-
tal systems if all these start to
peak at the same time.”

On Friday, the European
Commission approved a new
drug, Beyfortus, which was co-
developed by Sanofi SA and
AstraZeneca PLC and designed
to prevent RSV disease in in-
fants from birth through their
first RSV season.

The increase in RSV cases
came weeks earlier than nor-
mal, doctors and public-health
officials said, and the flu sea-
son is off to a fast start.

Barrack Is Acquitted in Lobbying Case

By JAMES FANELLI
AnD CORINNE RAMEY

Thomas Barrack, a busi-
nessman and ally of Donald
Trump, was acquitted Friday
of charges that he illegally lob-
bied the former president and
his administration on behalf of
the United Arab Emirates.

The verdict, which also
found Mr. Barrack not guilty of
lying to federal investigators,
handed another blow to the
Justice Department, which has
faced a series of setbacks in
its yearslong push to address
what it sees as hidden foreign
influence in U.S. politics.

Matthew Grimes, Mr. Bar-
rack’s former assistant and co-
defendant in the trial, was
found not guilty of the two
charges against him relating
to acting as a foreign agent of
the U.A.E.

The verdict came on the
third day of deliberations by a
federal jury in Brooklyn, N.Y.,
after a six-week trial.

“God Bless America, the
system works,” Mr. Barrack
said in a statement thanking
the jury.

Abbe Lowell, a lawyer for

Mr. Grimes, said his client “is
very grateful that we have a
system where the truth and his
innocence can be shown.” How-
ever, Mr. Lowell said the case
was an example of prosecutors
overcharging and overreaching.

A spokesman for the U.S.
attorney’s office in Brooklyn,
which prosecuted the case, de-
clined to comment.

Mr. Barrack, the former
chairman of investment firm
Colony Capital Inc., served as
an informal adviser to Mr.
Trump’s campaign and chaired
the former president’s inaugu-
ral committee.

Federal prosecutors alleged
that starting in 2016, Messrs.
Barrack and Grimes and an
Emirati citizen conspired to act
at the direction of high-ranking
U.A.E. officials to influence the
Trump campaign and his ad-
ministration on decision-mak-
ing and government appoint-
ments. At the same time, Mr.
Barrack solicited and received
about $374 million in capital
commitments from Emirati
sovereign-wealth funds, prose-
cutors alleged.

Mr. Barrack testified in his
own defense at trial. Over
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Thomas Barrack on Friday

several days, he told jurors
that his job involved meeting
with world leaders about in-
vestment deals. He acknowl-
edged his access to Mr. Trump
distinguished him from other
business people seeking
money from U.A.E. President
Sheikh Mohammed bin Zayed
al Nahyan, then crown prince,
and his brother, national secu-
rity adviser Sheikh Tahnoun
bin Zayed al Nahyan. But he
never took direction from
Emirati officials, he said.

Mr. Barrack told the jury
that even after federal investi-
gators interviewed him in

MCDERMID/REUTERS

DA

2019 about his interactions
with the U.A.E., he never
sought a pre-emptive pardon
from Mr. Trump. Making the
request never occurred to him,
he said.
“I never did anything
wrong,” he said.
Mr. Barrack said his connec-
tions to Mr. Trump ultimately
roved disastrous for his busi-
ness, testifying that govern-
ment leaders in the Middle East
raised concerns with him about

& some of the former president’s

rhetoric and controversial cam-
paign proposals, including a
ban on Muslims entering the
U.S. Mr. Barrack said at the
time he believed he could serve
a unique role in helping Arab
leaders understand Mr. Trump’s
point of view.

The prosecution of Messrs.
Barrack and Grimes was part
of a broader push by the Jus-
tice Department to address
concerns of foreign govern-
ments interfering in U.S. elec-
tions and policy-making. The
results have been mixed.

The Justice Department
sued casino mogul Steve Wynn
in May to force him to register
as a lobbyist in connection with

his 2017 efforts to obtain a dip-
lomatic favor long sought by
Chinese authorities. In October
a federal judge dismissed the
civil lawsuit, saying the govern-
ment doesn’t have the power to
retroactively compel such a
disclosure.

Former Trump campaign
chairman Paul Manafort
pleaded guilty in 2018 to fail-
ing to register with the Justice
Department as an agent of
Ukraine. Mr. Manafort, who
has faced an array of legal
problems, received a pardon
from Mr. Trump in late 2020.

In 2019, a Washington, D.C.,
federal jury acquitted Demo-
cratic attorney Greg Craig,
who was charged with making
a false statement to the Jus-
tice Department unit that en-
forces foreign agent laws.

That same year, a federal
judge overturned the convic-
tion of Bijan Kian, who had
been a business partner to ex-
Trump national security ad-
viser Mike Flynn and was
found guilty of acting as an
unregistered agent of Turkey.
The case has seen several
twists since and Mr. Kian’s
fate remains unresolved.
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With only about half of employees in downtown St. Paul back at their desks, some parts of the city’s Skyway, which runs between buildings, feel desolate.

St. Paul Grapples With Keeping Its Skyway Safe

By JOE BARRETT

ST. PAUL, Minn.—This
northern city is trying to bring
back workers, small businesses
and a sense of security after
the Covid-19 pandemic, not
only to its downtown streets,
but to a parallel world one
flight up: a 5-mile warren of
glassed-in bridges and pas-
sages through private build-
ings called the Skyway.

“We’ve got two levels—and
twice as much area that we
need to make sure gets revital-
ized,” said Joe Spencer, presi-
dent of the St. Paul Downtown
Alliance in the city of about
320,000, which built the Sky-
way to allow people to get
around downtown without go-
ing outside in Minnesota’s
frigid winters.

With only about half of
downtown employees back at
their desks, Mr. Spencer said
the Skyway system feels a bit
too quiet and can leave one
feeling uneasy—prompting
discussion over access, hours
and security between city offi-
cials, residents and building
owners.

One recent day at lunch-
time, the center of the com-
plex hummed with office
workers moving from the mar-
ble lobbies of banks and high
rises to salad joints, Indian
takeout spots and other eater-
ies. But other areas of the Sky-
way—some passing through
public transit hubs and subsi-
dized housing or going by
closed-down indoor malls—
were more desolate.

“You’ll go through chunks
where you won’t bump into
another person the whole way
through,” said Tommy Arn-
tsen, a 32-year-old state office
worker. “You do see lots of
bored security people. It feels
like downtown is just waiting
for the people to come back.”

Jim Crockarell, who owns
22 buildings downtown and
has been embroiled in a fight
over Skyway access through
one of his buildings, wants a
stronger police presence in the
Skyway to keep businesses
from leaving the area. “The
skyways are just not safe for
the tenants that live down-
town. It’s not safe for the of-
fice workers downtown. Now if
all of them came back and we
had a critical mass, like before
Covid, they would be much
safer at that point,” he said.

Police acknowledge there
was a rise in crime during the
pandemic. “Here in St. Paul,
and all across the nation,
we’ve all seen a spike in
crime,” said St. Paul Police De-
partment Sgt. Mike Ernster.
“We’re trying to work with all
of our partners and try to alle-
viate that as much as we can.”

Still, they say it is difficult
to compare crime statistics
pre- and post-Covid because of
a federally mandated change
in how crimes are reported. As
workers have returned over
the past year, crimes against
people have generally been
flat, with 217 assaults in
downtown so far this year,
compared with 204 in 2020,
while aggravated assaults fell

by one to 118 this year. The
city doesn’t keep separate sta-
tistics for the Skyway itself.

At this point, there are no
plans to add more police, offi-
cials said, but they point to a
relatively new program by the
Downtown Alliance that em-
ploys uniformed street ambas-
sadors, who add extra eyes on
the street and Skyway. The
downtown district has 21 po-
lice officers and three ser-
geants, with officers at times
patrolling on Segways, in pa-
trol cars, by bike and on foot,
police said. The department is
also adding a three-wheeled
electric vehicle that is much
faster than a Segway and can
also be used on city streets.

Back in the 1960s, when the
first sections of the Skyway
were built, city leaders envi-
sioned them as a way to not
only combat the city’s subzero
winter temperatures, but to
keep retailers from fleeing to
suburban malls.

The St. Paul Skyway has al-
ways occupied an uncertain
space between public right of
way and private buildings. The
city built and owns the
bridges, while private land-
owners are required by law to
secure and maintain the routes
that go through their prop-
erty—and abide by hours of
operation set by the city.

At one point, developers bet
big on drawing shoppers to
the Skyway, constructing three
vertical malls connected to it.
But eventually all three were
closed along with Macy’s—
long before the pandemic sent

office workers scattering in
March 2020.

Today, many other busi-
nesses have closed their doors,
but the Skyway still boasts in-
triguing outlets, like a home-
made chocolate and coffee
shop, a light-filled bridal store,
a martial arts studio with a
boxing ring and a fine arts
high school.

Brenda Cornelius, a 70-
year-old administrator with a

mental-health firm, says she
walks with her husband in the
Skyway twice a day, for a total
of 20,000 steps. The couple
drive the two blocks to an en-
trance because they feel safer
in the Skyway than on the
street. They enjoy the exercise
and the random group of peo-
ple they see each day in their
journey. “There’s just like a
quirky kind of community in
there,” she said.
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The Pennsylvania Senate race between Democrat John Fetterman, above, and Republican Mehmet
0z, below, will draw big advertising money and high-profile campaign appearances in the final days.

Into Final Weekend

By JoHN McCORMICK

Republicans expressed opti-
mism as they headed into the
final weekend of the midterm
campaign, targeting House
seats deeper into Democratic

territory

than once
2022 B

while both
ELECT'ON parties

watched
polls in some critical Senate
races showing signs of tighten-
ing.

The frenetic final weekend
will play out on the ground as
well as on the nation’s air-
waves, cable channels and on-
line screens, with ad-tracker
AdImpact estimating that more
than a quarter-billion dollars
will be spent from Saturday
through Election Day on local,
state and federal races.

The spending, along with
door-to-door efforts, campaign
rallies and appearances by big-
name surrogates like former
presidents Donald Trump and
Barack Obama, is meant to
turn out voters who have yet
to cast ballots, including the
sliver of the electorate that re-
mains undecided.

In competitive House and
Senate races from coast to
coast, Democrats are working
to confront polls that show
deep voter unhappiness over
both the direction of the nation
and the economy, while show-
casing their willingness to pro-
tect abortion and voting rights.
Republicans are trying to capi-
talize on a favorable political
environment as they present
their opponents as responsible
for rising crime and soaring in-
flation.

Inside Elections, a nonparti-
san elections-analysis firm,
said Thursday that it expects
Republicans to gain between 13
and 30 seats in the House after
shifting ratings of several seats
in the GOP’s favor. Republicans
need a net gain of five seats to
secure the majority in the
chamber.

The election, well under way
with 33 million votes cast by
mail and early in-person vot-
ing, could upend Washington’s
balance of power for the sec-
ond half of President Biden’s
first term. Governors races in
36 states could also signifi-
cantly reshape policy.

A large portion of the final

burst of ad spending will be
targeted at the most competi-
tive Senate races in the battle
for control of a now 50-50
chamber that is controlled by
Democrats because Vice Presi-
dent Kamala Harris can cast
tiebreaking votes.

Pennsylvania’s contest be-
tween Democratic Lt. Gov. John
Fetterman and celebrity sur-
geon Mehmet Oz is expected to
see the highest dollar amount
spent on advertising during the
closing days of the campaign,
more than $11 million. Polling
averages show a statistical tie.

On Saturday, Messrs. Biden
and Obama are expected to ap-
pear together in Philadelphia
to promote Mr. Fetterman and
other Democratic candidates in
Pennsylvania.

The stop in Pennsylvania,
the state where Mr. Biden was
born and has close ties because
of his longtime Senate repre-
sentation of neighboring Dela-
ware, will be a rare battle-
ground visit in the campaign’s
closing days. Mr. Biden’s low

Democrats are
working to confront
polls that show deep
voter unhappiness.

approval ratings have meant
that his own party’s candidates
have sometimes been hesitant
about appearing too close to
him.

Mr. Trump, meanwhile, will
hold a campaign rally in west-
ern Pennsylvania on Saturday
night with Mr. Oz and Republi-
can gubernatorial nominee
Doug Mastriano.

Georgia’s Senate race, be-
tween Democratic Sen. Raphael
Warnock and Republican ex-
football star Herschel Walker,
is projected to have the sec-
ond-highest level of spending
in the closing days of the cam-
paign, with about $10 million
booked from Saturday through
Election Day. Polls show a sta-
tistical tie there as well.

Arizona’s Senate race is pro-
jected to have the third-highest
campaign ad spending in the
campaign’s final four days,
with more than $8.1 million
booked to be spent by the can-
didates and their allies.

Earlier this week in Arizona,
Libertarian candidate Marc
Victor dropped out of the Sen-
ate race and said he is backing
Republican Blake Masters.
While Mr. Victor was pulling a
small amount of support, his
decision could boost Mr. Mas-
ters in a state that had the sec-
ond-narrowest outcome in the
2020 presidential election.

Democratic Sen. Mark Kelly
is one of a handful of incum-
bents targeted by Republicans
this year, and polls show the
race tightening after the in-
cumbent enjoyed wider mar-
gins during the summer and
early fall. On Saturday, first
lady Jill Biden will travel to
Arizona for a series of political
events, including two to pro-
mote Mr. Kelly.

Democrats got some posi-
tive news on the Senate front
this week in Wisconsin, when
the state’s most closely fol-
lowed poll showed the race
there had tightened to within
the margin of error. Among
likely voters, the Marquette
Law School Poll showed Re-
publican Sen. Ron Johnson
backed by 50% and Democratic
Lt. Gov. Mandela Barnes with
the support of 48%.

On the House side, the top
congressional super PAC for
Republicans was trying to ex-
pand the map of competitive
races by adding late advertis-
ing spending in several media
markets that cover Demo-
cratic-held seats considered
not very competitive earlier
this year.

The Congressional Leader-
ship Fund has $1.3 million
booked for the final four days
of the campaign in Illinois’ 6th
Congressional District, which
includes Southwest Side neigh-
borhoods in Chicago and sev-
eral southwest and western
suburbs. The House Majority
PAC, linked to House Demo-
crats, is booked to spend about
$850,000 during the same pe-
riod.

The district is represented
by Democratic Rep. Sean Cas-
ten, who is facing a challenge
from Republican Keith Pekau, a
suburban mayor. Mr. Biden is
expected to make an appear-
ance in the Chicago area on
Friday to try to boost Mr. Cas-
ten and other Illinois Demo-
crats, while Vice President
Harris is expected to do the
same on Sunday.

Fetterman,

Ozina
Dead Heat

Continued fromPage One

two other Democratic-held
seats to have a shot at taking
control of the Senate, which is
now split 50-50, with Vice
President Kamala Harris the
tiebreaking vote.

President Biden and former
President Obama plan to cam-
paign Saturday for Mr. Fetter-
man in Philadelphia, where
Democrats need to boost turn-
out by generating excitement
among Black, Latino and young
voters. Former President Don-
ald Trump that day will cam-
paign for Mr. Oz in a county
outside Pittsburgh that has
swung heavily toward the GOP.

On Thursday, Oprah Winfrey
said she backed Mr. Fetterman.
The endorsement was particu-
larly pointed: Ms. Winfrey
helped launch Mr. Oz’s TV ca-
reer.

The voting margins in Penn-
sylvania are slim. The last two
presidential races split by less
than 1.2 percentage points,
with Mr. Trump winning in
2016 and Mr. Biden in 2020.
That reflects a sharp erosion
in the Democratic advantage in
party registration that for de-
cades made the state a party
stronghold.

Mr. Trump in 2016 was the
first Republican presidential
candidate to win Pennsylvania
since 1988.

Since the 2020 election, the
Democratic Party’s lead has
slipped by more than 136,000
voters, which is more than the
82,000-vote margin that gave
Mr. Biden his victory in the
state, records show. From the
start, Mr. Fetterman, the
state’s lieutenant governor, has
had to contend with the
shrinking numbers.

Mr. Oz, the physician and

TV personality, has his own
troubhng numbers: While his
1mage has improved since the
primary, many polls find that
half or more of voters still
view him unfavorably. In a Fox
News poll released Wednesday,
37% of Mr. Oz’s supporters
said they backed him enthusi-
astically, compared with 57%
of Fetterman voters who cited
their enthusiasm.

Mr. Fetterman in May suf-
fered a stroke that impaired
his communication skills and
kept him from campaigning for
three months. Some voters
said they had been open to
backing Mr. Fetterman but
were dissuaded by his verbal
stumbles during last month’s
debate with Mr. Oz.

“I was almost there with
Fetterman. I thought he was
for the working class,” said Ed
DeCarmine, a manufacturing-
plant worker and Trump sup-
porter. The debate changed his

Counties Differ
On 'Ballot Curing’

Days before the midterm
election, some Pennsylvania
counties are alerting voters
about mistakes they have made
on their mail-in ballots so their
votes can be counted. Other
counties aren’t doing anything
about faulty ballots.

The uneven process of alert-
ing voters about an error, such
as a missing signature, could
affect thousands of the more
than 1 million mail-in ballots
that had been returned to the
state’s 67 counties as of Fri-
day—enough to sway tight
races in the state, according to
political analysts. About 70% of
mail-in ballots have come from
Democrats, compared with 20%
from Republicans.

Contacting voters about in-
correct ballots, known as “ballot
curing,” is required in 25 states,
including in Florida and Georgia,
according to the National Con-

mind. “Once I heard him talk-
ing, I just told myself there’s
no way he can do the job.”

Kenneth Ammann, a former
Mercer County commissioner
who sits on the executive
board of the county’s Demo-
cratic committee, pointed out
that Mr. Fetterman’s lead in
polls has tightened since the
debate.

“If it wouldn’t have been for
the stroke, I think he’d still be
quite a bit ahead,” he said.
“But some of the undecideds—
that made them question
where they stand.”

Mr. Oz won the state pri-
mary by only about 950 votes.
Campaign ads against him fo-
cused on his longtime resi-
dence in New Jersey, as well as
statements from his TV career
that suggested he had only re-
cently taken conservative posi-
tions on gun rights and abor-
tion.

Many voters said they

didn’t understand why Mr.
Trump endorsed him.

To reach conservative vot-
ers, Mr. Oz has appeared with
some of his party’s most asser-
tive partisans, while giving lit-
tle time to the local or national
media.

At the same time, Mr. Oz
has tried to draw voters in the
political center by portraying
himself as a unifying figure. In
one TV ad, he said that “we
need more balance and less ex-
tremism in Washington.”

One confounding factor has
been another Republican on
the ballot, Doug Mastriano.
The GOP nominee for governor
is a prominent promoter of Mr.
Trump’s unfounded election-
fraud conspiracies, which may
complicate Mr. Oz’s appeal to
centrists and independents.

In a break from Mr. Trump,
Mr. Oz has said he would have
voted to certify Mr. Biden’s
win in the 2020 election if he

Counties in Pennsylvania can choose whether to help fix errors.

ference of State Legislatures.

In Pennsylvania, counties are
permitted to choose whether to
help voters fix errors such as a
missing or incorrect signature
on an envelope, an incorrect

date or a missing inner privacy
envelope. But the issue has re-
mained controversial.

A total of 1.4 million mail-in
ballots were requested by vot-
ers in Pennsylvania this year,
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had been in the Senate.

Republican Jeff Becker, a
political consultant in Harris-
burg, Pa., said, “I don’t know
that people are necessarily
pro-Oz as much as they are
pulling away from Fetterman.”

Mr. Fetterman and allies of
Mr. Oz have acknowledged the
potential effect of the gover-
nor’s race on the Senate con-
test.

Josh Shapiro, Pennsylva-
nia’s Democratic attorney gen-
eral, holds a substantial and
steady lead over Mr. Mastri-
ano, a state senator, by 10 per-
centage points or more in
some polls.

Some of Mr. Oz’s allies are
working to prevent Mr. Sha-
piro’s popularity from giving a
boost to Mr. Fetterman. One ad
from a pro-Oz group features a
woman who said, “Fetterman’s
way more radical than Sha-
piro.”

Mr. Fetterman, meanwhile,

with more than three times as
many Democrats as Republi-
cans requesting ballots.

Jim Wertz, chairman of the
Democratic Party in Erie
County, said ballot curing could
benefit Democrats statewide.

Election officials in West-
moreland County in the south-
west corner of the state and
Lancaster and York counties in
the southeast said they weren’t
contacting voters about prob-
lems with mail-in ballots.

Bill Bretz, chair of the West-
moreland County Republican

v Committee, said he thought
5ballot curing could favor urban
«voters over rural ones who

= have to travel further to a

= courthouse to fix a ballot.

Other counties that will con-

Ztinue to cure ballots include Al-

legheny County where Pitts-
burgh is located, Montgomery
County, outside Philadelphia,
and Erie County in the north-
west corner of the state. In all
three counties, registered Dem-
ocrats outnumber Republicans.
—Kris Maher

seeks to persuade voters that
Mr. Oz is allied with his party’s
more conservative and contro-
versial candidate for governor.
“You roll with Doug Mastri-
ano,” he told Mr. Oz in their
televised debate.

Two days later, the Fetter-
man campaign posted a video
on social media of Mr. Mastri-
ano’s delighted reaction. “I like
that: Let’s roll together,” Mr.
Mastriano said.

Mr. Fetterman, who sup-
ports legalized abortion, was
trying to link Mr. Oz’s views on
the procedure with Mr. Mastri-
ano’s.

Mr. Mastriano, who would
have power as governor to
sign abortion regulations into
law if passed by the Republi-
can-controlled legislature, pro-
posed a bill that would ban es-
sentially all abortions, with no
exceptions.

Mr. Oz has said he opposes
abortion, with exceptions in
cases of rape, incest and where
the mother’s life is at risk.

Some Democratic officials
say Mr. Mastriano will help Mr.
0z by drawing people who
vote chiefly to support Mr.
Trump and so might sit out a
midterm election when he is
not on the ballot.

That could give the GOP an
edge via rural voters. Though
Pennsylvania includes the ur-
ban centers of Philadelphia
and Pittsburgh, the state has
one of the largest rural popu-
lations in the nation.

The counter argument is
Mr. Mastriano will make the
Republican Party less attrac-
tive to voters in the political
center.

“He’s going to pull out a lot
of the Trump voters, no ques-
tion,” said state Rep. Pam Sny-
der, a rare Democrat elected to
office in the heavily rural and
Republican southwest corner
of the state.

“But I don’t think he’s going
to pull out the numbers that
Donald Trump did. It’s not the
same atmosphere” as in the
2020 presidential race,” she
said.
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Trump Readies 2024 Campaign

Former president is
said to be preparing to
announce candidacy
by end of November

By ALEX LEARY

WASHINGTON—Former
President Donald Trump is pre-
paring to announce a comeback
White House bid by the end of
November, people familiar with
the discussions say, moving
him to the center of attention
as Republicans work to capital-
ize on momentum ahead of
Tuesday’s midterm elections.

“In order to make our coun-
try successful and safe and glo-
rious, I will very, very, very
probably do it again,” Mr.
Trump said Thursday night at a
rally in Iowa, one of four events
he is holding before Tuesday.
“Get ready, that’s all I'm telling
you. Very soon. Get ready.”

Mr. Trump has teased the
possibility of another cam-
paign in recent months and
had considered an announce-
ment over the summer. But he
was dissuaded by advisers
who cautioned it could make
him a distraction for Republi-
cans in an otherwise favorable
political climate. The exact
timing is still a subject of de-
bate among his advisers.

Two years after his loss to
President Biden, Mr. Trump
remains the GOP’s clear leader
and he has sought to further
influence the party with doz-
ens of endorsements in the
midterm elections, some of
which have roiled other party
leaders. If Republicans per-
form strongly Tuesday in their
bids to control Congress, Mr.
Trump may feel especially
bullish about his prospects.

“I don’t think there’s any
question—it’s his nomination
for the asking,” said Trump
pollster John McLaughlin. “The
Republican base has not moved
on from Trump. Every day in
hindsight he looks better and
better among those voters.”

Some Republicans have been
hoping Mr. Trump, 76 years old,
decides against a run. They
want to turn the page from his
tumultuous personal style that
motivated Democrats and
turned off many independents
and moderate Republicans. Mr.
Trump continues to dwell on the
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Former President Donald Trump, seen at a rally Thursday in Sioux City, lowa, has a clear lead in hypothetical 2024 GOP primary polls.

2020 election and is involved in
numerous legal entanglements.
“The question as to
whether or not he is good for
the party was already an-
swered in 2018 and 2020,”
said GOP strategist Mike Du-
Haime, referring to electoral
losses the party sustained
when Mr. Trump was in office.
An announcement could
also complicate a host of in-
vestigations Mr. Trump faces,
including the Justice Depart-
ment’s criminal probe into
sensitive government docu-
ments he stored at Mar-a-Lago
in Florida. Some Republicans
wonder if Mr. Trump’s official
entry into the race would
make prosecutors less likely to
pursue charges against him.

“Indict a candidate for
president? Better have the
goods,” said Republican strate-
gist Scott Reed. “We are sail-
ing in uncharted waters.”

His advisers deny the inves-
tigations are a factor in his de-
cision-making, given he has
long talked about running,
though they give him another
point of attack against Mr. Bi-
den. “They raided Mar-a-Lago,
can you believe it?” Mr. Trump

Fundraising Has
Been a Key Focus

Former President Donald
Trump has raised money inces-
santly since leaving office. His
Save America committee had
roughly $70 million cash on
hand as of October.

He recently formed a new

said in Iowa Thursday to boos.

Mr. Trump has been assem-
bling what could be a cam-
paign team in waiting. Among
those working for his recently
formed political-action com-
mittee, Make America Great
Again Inc., are executive direc-
tor Taylor Budowich, Mr.
Trump’s communications di-
rector; pollster Tony Fabrizio;
and strategist Chris LaCivita,
who ran a pro-Trump PAC in
2020 funded by the late GOP
donor Sheldon Adelson.

Susie Wiles, who oversaw
Mr. Trump’s winning Florida
campaigns in 2016 and 2020,
is also expected to have a top
role in any campaign.

political-action committee
called Make America Great
Again Inc. which received $20
million in startup cash from
Save America. Much of that
has been used on ads for Sen-
ate races.

Mr. Trump could shift more
money to MAGA Inc,, which
faces fewer restrictions and
could be used to further his
campaign goals.

Mr. Trump’s aides calculate
that an announcement soon
would deter other Republicans
who have signaled interest,
but they don’t expect to clear
the field. The chief threat is
Florida Gov. Ron DeSantis.

While Mr. Trump retains a
clear lead in hypothetical 2024
GOP primary polls, the No. 2
in surveys is Mr. DeSantis,
who built a national profile
battling the Biden administra-
tion on Covid-19 policies and
corporations such as Walt Dis-
ney Co. on cultural issues.

Some polls have shown GOP
loyalty to Mr. Trump has de-
clined since he left office,
which is encouraging challeng-

ers to make forays into early
voting states.

If Mr. Trump can’t have the
primary field to himself, his ad-
visers would rather a larger
group of Republicans run, feel-
ing it would diffuse support
among those candidates while
he maintains his core base.
Other potential candidates in-
clude former Vice President
Mike Pence, former Secretary of
State Mike Pompeo, former U.N.
Ambassador Nikki Haley and
Virginia Gov. Glenn Youngkin.

Mr. Trump has become con-
vinced he can beat Mr. Biden,
aides say, and got more serious
about the idea during the cur-
rent administration’s chaotic
withdrawal from Afghanistan in
summer 2021. That moment
along with missteps on handling
Covid-19, high gasoline prices
and persistent inflation have
weakened Mr. Biden, who turns
80 this month and faces ques-
tions in his own party whether
he is best suited to run again.

The president has indicated
he will seek another term and
thinks he can defeat Mr.
Trump again.

—Lindsay Wise
contributed to this article.

Lindell’s
Bid to Get
Phone Is
Rejected

By JosepH DE AVILA

A federal judge rejected
MyPillow Inc. Chief Executive
Mike Lindell’s motion to have
his phone returned, after it was
seized by the FBI in connection
with a criminal investigation.

U.S. District Judge Eric To-
strud also denied on Thursday
Mr. Lindell’s request to bar the
Federal Bureau of Investigation
from using any information re-
trieved from the phone. Mr.
Lindell’s motion seeking access
to the affidavit filed by federal
investigators to obtain the
search warrant to seize the de-
vice was also rejected.

Mr. Lindell, who hasn’t been
charged with a crime, said in a
complaint filed in September in
federal court in Minnesota that
the FBI violated his constitu-
tional rights when federal
agents took his phone at a
Hardee’s drive-through. Mr.
Lindell, who has spread false
claims that the 2020 presiden-
tial election was stolen from
former President Donald
Trump, was also questioned by
agents for about half an hour
about various matters, includ-
ing Tina Peters, a county clerk
in Mesa, Colo., according to
court records.

Ms. Peters was indicted in
March on charges related to
her alleged involvement in a
voting machine security
breach. She pleaded not guilty
to the charges in September.

Judge Tostrud said Mr. Lin-
dell failed to provide an ade-
quate justification for return-
ing the phone or blocking the
FBI from using it in the course
of its criminal investigation.

Andrew Parker, a lawyer for
Mr. Lindell, said they intend to
appeal the court’s decision. Mr.
Parker said the court-approved
search warrant was overly
broad and allowed investiga-
tors unfettered access to the
business and personal informa-
tion stored on Mr. Lindell’s
phone.

The FBI's Minnesota office
and the U.S. attorney’s office in
Minnesota didn’t respond to
requests for comment.
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Baron Capital CEO Ron Baron, left, interviewed Tesla CEO and Twitter owner Elon Musk on Friday.

Musk Says Subscriptions
Would Improve Twitter

By ALYSSA LUKPAT
AND MEGHAN BOBROWSKY

A week after Elon Musk
completed his $44 billion deal
for Twitter Inc., the billionaire
said he wants people to focus
on what the social-media plat-
form could be in the future.

Speaking at an investment
conference in New York on
Friday, the same day mass lay-
offs started at Twitter, Mr.
Musk spoke about advertisers
pulling out, concerns about
hate speech, getting users to
pay and his plans for longer-
form video on the platform.
He acknowledged that the
price he paid for Twitter was
“on the high side” and made a
joke referencing the movie
“The Godfather,” noting he
tried to get out of the deal but
“they pulled me back in.”

He said Twitter has made
no changes to its operations
on content moderation but
that advertisers have pulled
dollars nonetheless.

Mr. Musk, who is also Tesla
Inc.’s chief executive, was in-
terviewed for almost an hour
by billionaire investor Ron

Baron at Lincoln Center. Mr.
Baron has long been a Tesla
shareholder.

Some of the investment pro-
fessionals in the crowd stood
up and cheered for Mr. Musk
as he walked on stage. He
made a surprise appearance,
with some attendees saying
they had found out the night
before that he would be there.

Mr. Musk didn’t address the
widespread layoffs at Twitter
Friday in detail, instead saying
that Twitter had revenue chal-
lenges even before he acquired
it. He talked at length about
his plans for a subscription
business model and for ad-
dressing hate speech.

In response to a question
from Mr. Baron about blocking
anti-Semitism and hate speech
on Twitter, Mr. Musk said he
agreed this type of speech
wasn’t acceptable.

Mr. Musk added that Twit-
ter immediately removed hate
speech that people had posted
during recent targeted attacks.

“I want to be clear: Content
moderation policies have not
changed at Twitter,” he said.

Mr. Musk talked about why

he wants people to spend
$7.99 a month for a verified
Twitter account, saying users
would get “a lot more than
just the blue check mark.”

He said he planned to ex-
pand the Twitter Blue sub-
scription to include long-form
videos and podcasts. He also
said users who subscribe
would have their content
shown at the top of feeds,
above spam tweets.

The price would also cut
down on fake accounts, he
said.

He said that after buying
Twitter, he now worked
around 120 hours a week in-
stead of his usual 70 or 80. All
he did was sleep and work
seven days a week. Still, he
said, “once Twitter’s set on
the right path, it’ll be much
easier to manage than SpaceX
or Tesla.”

Watch a Video

E*' E Scan this code

¥ for a video on
Elon Musk
discussing his
plans for Twitter.

Musk Cuts
Staff 50%
At Twitter

Continued from Page One
ecutive removed most of the
previous leaders, brought in
staff from elsewhere in his
business empire, and pushed
to raise the price of Twitter’s
subscription service in a bid to
be less dependent upon ads.

Meanwhile, several big-name
advertisers, including food
companies General Mills Inc.
and Mondelez International Inc.
and drug maker Pfizer Inc. have
temporarily paused their Twit-
ter advertising, The Wall Street
Journal has reported.

Twitter, by early Friday, be-
gan notifying employees about
their future employment sta-
tus, according to documents
viewed by the Journal. In the
layoff emails, Twitter said em-
ployees assigned “non-work-
ing” status would continue to
receive compensation and ben-
efits through a separation date,
which for one person was des-
ignated as early February and
for another early January.

The company told employ-
ees they could expect to re-
ceive one month’s base pay in
severance approximately 45
days after the termination
date, in addition to providing
instructions for returning com-
pany property such as laptops.
Twitter didn’t say whether em-
ployees should expect to re-
ceive year-end bonuses, which
current and former employees
said have historically been
based on individual and com-
pany performance.

Staffers retaining their roles
were informed that they are
still Twitter employees and
that Mr. Musk is looking for-
ward to communicating with
them about his vision for the
company soon, according to an
email seen by the Journal. The
email added that Twitter’s of-
fices will reopen on Monday. In
Thursday’s email about pending
head-count reductions, Twitter
had said its offices were being
temporarily closed and asked

employees to go home.

The constant drumbeat of
news and change created anxi-
ety among workers there, with
some responding with humor.

Parker Lyons, a senior finan-
cial analyst at Twitter, fired off
a series of gallows-humor
tweets late in the week joking
about LinkedIn recruiters cir-
cling and about angst over
checking his email.

On Thursday night, with
staff awaiting layoff news, he
tweeted: “do I check my work
or my personal email tomor-
row?”

The next morning, he
tweeted a meme about a res-
taurant on fire from the TV
cartoon “SpongeBob
SquarePants,” likening it to
Twitter. He captioned the im-
age: “back to work.”

A lawsuit accuses
Twitter of not
providing enough
warning on layoffs.

Signs of pushback against
Twitter’s actions emerged in
the wake of the dismissals. In a
federal lawsuit dated Thursday,
a handful of Twitter employees
accused the company of violat-
ing federal and California law
in failing to provide enough
warning of a mass layoff.

The lawsuit, filed in Califor-
nia federal court by five former
employees of Twitter who said
they were terminated this
week, said the company’s lay-
offs violated the federal Worker
Adjustment and Retraining No-
tification Act and its California
equivalent, which require giv-
ing 60 days of advance written
warning of dismissing a large
number of employees of a com-
pany at once.

The lawsuit asked the court
to issue an order blocking
Twitter from its alleged viola-
tions of the acts.

Twitter didn’t immediately
respond to a request for com-
ment about the lawsuit or lay-
offs.

At the company, more than
100 people who worked in de-
sign and research roles were

laid off, the communications
team has been shrunk to just a
few members from about 80,
and the roughly 15 people who
worked across two teams to
provide resources for employ-
ees with disabilities and plat-
form tools for disabled users
were among those let go, the
people said. The legal, revenue
product and machine-learning
teams were also among those
impacted.

The billionaire spelled out
some of his vision at the New
York investment conference.
The goal, he said, is to create a
super app called X.com, build-
ing on plans he hashed out
more than 20 years ago when
he helped build what is now
PayPal Holdings Inc. Such super
apps like WeChat, which has a
large user base in China, allow
users to message others and
send people money, among
other features.

Mr. Musk also further dis-
cussed his plan developed over
recent days, at times through
interactions he had on Twitter,
to raise the price of Twitter
Blue, a subscription service,
from $4.99 a month to $7.99,
and to give people who sign up
for it the ability to post long-
form videos and podcasts,
among other features. Twitter
doesn’t currently allow videos
longer than two minutes and
20 seconds.

Subscribers would also have
their accounts verified, he said,
a status Twitter so far has
granted only to users it deems
as notable at no cost to them.

He said users who subscribe
to the service would have their
content shown at the top of
feeds, above spam tweets. Cur-
rently, he said, it costs less
than a penny to create a bot.
But with the Twitter Blue sub-
scription model, “it’s too ex-
pensive now to have 100,000
fake accounts.” That might dis-
courage bot account operators
from paying to be verified.

“Our goal is with Twitter,
how do we get 80% of the
public to join a digital town
square and voice their opinion
and exchange ideas and once
in a while change their mind?”
he said.

—Meghan Bobrowsky
and Alyssa Lukpat
contributed to this article.



P2JW309000-4-A00700-1-------- XA

THE WALL STREET JOURNAL.

* %k %k %

Saturday/Sunday, November 5 - 6, 2022 | A7

US. WATCH

U.S. NEWS

NEW JERSEY

Threat to Synagogues
Mitigated, FBI Says

The Federal Bureau of Investi-
gation mitigated a threat to New
Jersey synagogues, the agency
and state officials said Friday.

The FBI's office in Newark said
it located “the source of the threat
who no longer poses a danger to
the community.” The update
comes less than a day after the
agency first detailed the threat.

“We know this remains a
tense time for our Jewish com-
munities who are facing a wave
of anti-Semitic activity,” New
Jersey Gov. Phil Murphy said Fri-
day. “We will not be indifferent.
We will remain vigilant.”

The FBI said the threat was
made against “an unspecified
synagogue” in the New Jersey
area. It didn’t provide additional
details on the threat or the
source behind it.

The Anti-Defamation League
of New York and New Jersey
said officials told the organiza-
tion early Friday morning that a
suspect was in custody.

The national Anti-Defamation
League has said the number of
anti-Semitic incidents in the U.S.
hit a record high last year. Most
of the reported incidents, which
include assaults, vandalism or ha-
rassment, occurred in New York,
followed by New Jersey and Cali-
fornia, according to the ADL.

—Jennifer Calfas

cbcC

Alcohol Deaths
Soared in Pandemic

Alcohol-related deaths in the
U.S. rose during the first year of
the Covid-19 pandemic, accord-
ing to a new federal report.

The report, published Friday
by the National Center for
Health Statistics, examined
deaths caused by alcohol by sex
and age groups for 2020, when
the spread of Covid-19 upended
everyday life. Studies have
shown the level of binge drink-
ing increased during this period.

The rate of alcohol-related
deaths has steadily increased
over the past two decades, with
increases of up to 7% each year
between 2000 and 2018. That
figure jumped 26% between
2019 and 2020, from 39,043 to

49,061 deaths.

Alcohol use increased over
the year, which may have af-
fected alcohol-induced mortality
rates, according to the study.

“It was a confluence of lots of
negativity happening at the same
time,” said Margie Skeer, a profes-
sor at Tufts University School of
Medicine who studies addiction.

Dr. Skeer, who wasn't part of
the NCHS report, said isolation,
uncertainty, financial strains and
higher chances of job loss may
have contributed to people’s
stress levels, which led to an in-
crease in mental-health prob-
lems and an increase in drinking.

Liquor stores were considered
an essential business at the time
in many states, and were kept
open when other places weren't,
Dr. Skeer said of the possible rea-
sons for the increase in consump-
tion. To-go alcohol was also al-
lowed, to help keep a stream of
income for struggling businesses.
And those who were already
struggling with addiction before
the pandemic saw a severe disrup-
tion in their recovery or therapy,
she said, which may have contrib-
uted to an increase in deaths.

—Talal Ansari

FEDERAL RESERVE

Official Backs Slower
Pace to Raise Rates

A Federal Reserve official sig-
naled support for continuing to
raise interest rates but at a some-
what slower pace than the central
bank has moved this year to avoid
risks of too much tightening.

The Fed raised its benchmark
federal-funds interest rate this
week by 0.75 percentage point,
or 75 basis points, at its fourth
consecutive meeting to a level
between 3.75% to 4%. That level
is high enough to slow economic
activity, and the question now is
how much higher rates must go
to sufficiently restrain demand
to bring down inflation, said
Boston Fed President Susan Col-
lins in an interview Friday.

“| don’t think we should try to
decide right now exactly what
the path will look like,” she said.
Ms. Collins said she was ready to
“shift from this really rapid in-
crease to a more measured fo-
cus, deliberate focus on what
would be sufficient tightening
before we hold” rates steady.

—Nick Timiraos

L.A. Mayor Race Tightens
As Businessman Makes Gains

By CHRISTINE MAI1-Duc

LOS ANGELES—Business-
man Rick Caruso has launched
back into contention to be-
come the next mayor of Los
Angeles, as record spending
and a focus on homelessness
and crime have tightened his
race with longtime Democratic
Congresswoman Karen Bass,
according to campaign strate-
gists and recent polls.

Ms. Bass bested the mall
developer in June’s crowded
open primary by 7 percentage
points, despite his record $41
million in spending in that
round. Polls over the summer
showed her leading by double
digits and seemingly poised to
become the first woman
elected mayor of America’s
second-most-populous city.

Along with his attention to
homelessness and crime, Mr.
Caruso has sought to tap into
anger over a City Hall scandal
involving secretly recorded au-
dio of three council members,
one of whom made racist re-
marks. Though she doesn’t
work in city politics, Mr. Car-
uso has argued Ms. Bass is
part of an existing class of
leaders who need to be re-
placed.

The billionaire’s message
has been fueled by an addi-
tional $51 million in spending
on TV, YouTube and mail.

Ms. Bass’s campaign has
spent $3.3 million in the gen-
eral election. She has bene-
fited from more than $7.2 mil-
lion in spending by groups
promoting her and attacking
Mr. Caruso, while he has re-
ceived no such support.

“People may be upset with
the status of their streets,
they may be upset with the
status of our politics,” said
Jeremy Oberstein, a strategist
whose clients include the Los
Angeles County Democratic
Party, which is backing Ms.
Bass. “That is what I think
Caruso has tapped into.”

l

Rick Caruso, left, has an edge over Democratic Congresswoman
Karen Bass among Latinos, older voters and independents.

Ms. Bass has accused her
opponent of making promises
he can’t keep and emphasized
her experience working within
government to solve complex
problems. Top Democratic
Party leaders including Barack
Obama have endorsed her over
Mr. Caruso, who registered as
a Democrat for the first time
in January.

A poll of likely voters re-
leased Friday by the Univer-
sity of California, Berkeley’s
Institute of Governmental
Studies and the Los Angeles
Times showed Ms. Bass 4 per-
centage points ahead of Mr.
Caruso, within the margin of
error. Another recent poll, by
the Los Angeles Daily News,
also showed them in a statisti-
cal dead heat.

Justin Wallin, who con-
ducted the Daily News poll,
said Mr. Caruso’s career devel-
oping luxury shopping malls
and the fact that he was a reg-
istered Republican as recently
as 2019 normally wouldn’t
play well with L.A.s left-lean-
ing electorate.

“We’d expect him to be get-
ting his butt kicked,” Mr. Wal-
lin said. “He’s performing well
because he’s talking about is-
sues that matter.”

If he prevails, Mr. Caruso
would follow the path of other
businessmen elected to lead
large cities, such as Michael
Bloomberg in New York in
2001 and Richard Riordan in
L.A. in 1993.

Polls have suggested Mr.
Caruso has an edge among La-
tinos, older voters and inde-
pendents. Ms. Bass has done
well among Black voters and
younger voters.

Like virtually every political

Rick Caruso has
focused his campaign
on crime and
homelessness.

race in Los Angeles, the con-
test for mayor has centered
largely on homelessness. The
homeless population grew 25%
between 2018 and 2020, and
some 41,000 Angelenos sleep
on the streets, according to
government data.

Mr. Caruso has said he
would build 30,000 homeless-
shelter beds in his first year in
office. He has also said he

MARIO TAMA/GETTY IMAGES (2)

would add 1,500 officers to the
Los Angeles Police Department
to address violent crime,
which is up 10.9% this year
compared with the same pe-
riod in 2020, according to po-
lice statistics.

At a recent fundraiser, Mr.
Caruso said the problems fac-
ing the city require an out-
sider with executive experi-
ence. “What our elected
officials have allowed to hap-
pen is just inhumane,” he told
supporters. “If you’re part of
the system, no matter how
good your intentions are, it’s
impossible to fix at this
point.”

Frauke Hogue, a Democrat
who lives in the wealthy
coastal neighborhood of Pa-
cific Palisades, said she plans
to vote for Mr. Caruso because
she is desperate to see prog-
ress on homelessness. “Some-
thing needs to be done, and I
think we as normal citizens
have rights, too, not to see the
trash and all the tents,” said
Ms. Hogue.

Ms. Bass has said a hard-
line approach won’t solve
homelessness and that the
LAPD’s ranks could be bol-
stered by reassigning officers
currently on desk duty. She
has also criticized Mr. Caruso
for his past donations to Re-
publican politicians. “With me,
what you see is what you get,”
Ms. Bass said at a rally last
week with Vermont Sen. Ber-
nie Sanders. “A lifelong pro-
choice Democrat who has al-
ways been on your side.”

In the audience was Na-
seeha Hussain, a 33-year-old
graduate student at the Uni-
versity of Southern California.

“I realized that a lot of the
time we pay attention to pres-
idential politics, when local
races affect our lives much,
much more,” said Ms. Hussain,
adding that she plans to vote
for Ms. Bass because she likes
her proposals to address
homelessness.
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Nearly 500,000 Kyiv Homes

America is exploring
what can be done to
help repair Ukraine’s
electrical system

By IaN LOVETT
AND BoJAN PANCEVSKI

KYIV, Ukraine—Nearly half
a million homes in the Ukrai-
nian capital were without elec-
tricity Friday morning, as Rus-
sian attacks on energy systems
increasingly strain basic ser-
vices across Ukraine.

The number of Kyiv resi-
dents without power Friday
was up 1.5 times from the pre-
vious day, according to Vitali
Klitschko, the city’s mayor,
who said the shutdowns were
the result of “overloading of
the central node of the coun-
try’s power system.”

“I appeal to all residents of
the capital: save electricity as
much as possible, because the
situation remains difficult!” he
wrote on Telegram.

Since Moscow began target-
ing Ukraine’s power grid in the
past month, striking dozens of
power stations with cruise
missiles and Iranian-made ka-
mikaze drones, more than a
third of the country’s power-
generation capacity has been
knocked out.

White House National Secu-
rity Council spokesman John
Kirby said Friday that the U.S.
is looking to see what can be
done in the short term to help
Ukraine repair the damage
done to its electrical infra-
structure and the grid itself.

The Biden administration is
in talks with regional allies
that have similar electrical in-
frastructure to Ukraine about
whether they can provide
spare parts and technical as-
sistance, he said.

“We’re obviously continuing
to work with allies and part-
ners about the provision of fu-
els to Ukraine—alternative
sources of fuels in the
Ukraine—for the long term,”
he said.

Ukrainian authorities are
preparing for a winter with se-

Lose

Power

The number of Kyiv residents without power Friday was up 1.5 times from the previous day, according to Vitali Klitschko, the city’s mayor.

verely limited electricity. They
are buying generators, setting
up heating stations and asking
those who fled the country ear-
lier not to return until spring.

“We are considering vari-
ous scenarios of the develop-
ment of events,” Mr. Klitschko
wrote on Telegram earlier this
week. “The worst is when
there will be no electricity,
water and heat supply at all.
For this occasion, we are pre-
paring more than a thousand
heating points in our city.”

Ukrainian President Volod-
ymyr Zelensky responded to
findings of the United Nations
nuclear atomic agency.

The International Atomic
Energy Agency said that re-
cent inspections at three facil-
ities in Ukraine found no evi-
dence of activities or nuclear
material that hadn’t been de-
clared by Kyiv, rebuffing re-
cent Russian allegations that
the country was working on a
dirty bomb.

“We have clear and irrefut-
able evidence that no one in

U.S. Pledges More
Aid, Including Tanks

Jake Sullivan, President Bi-
den’s national security adviser,
met with President Volodymyr
Zelensky and other top Ukrai-
nian officials in Kyiv on Friday,
the White House said, as the
U.S. announced another $400
million in security aid to
Ukraine for future weapons
systems.

For the first time, the U.S.
aid package included tanks.

The 90 T-72 Soviet-era
tanks are from the Czech Re-
public. The U.S. will pay to re-
furbish half the tanks and the
Netherlands will pay to update

Ukraine has created or is cre-
ating any ‘dirty bombs,” ” Mr.
Zelensky wrote on Telegram.

During an event marking
Unity Day, a Russian national
holiday, President Vladimir
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the other half, the Pentagon
said. Pentagon spokeswoman
Sabrina Singh couldn’t say
what variant of the T-72 tank
allies were providing to
Ukraine.

The aid package also in-
cluded roughly 1,100 Phoenix
Ghost drones. Ms. Singh
wouldn’t say when all of the
tanks or drones would reach
Ukraine. In all, the U.S. has pro-
vided $18.9 billion in security
assistance this year, the Penta-
gon said.

The U.S. military also said
it is establishing a headquar-
ters in Wiesbaden, Germany,
“to coordinate our efforts,” Ms.
Singh said. She didn't say who
would command the new
headquarters.

Putin said 318,000 people have
been mobilized for the war ef-
fort, and 49,000 of them have
been deployed in Ukraine, ac-
cording to the state news
agency Tass.

Mr. Putin also pledged to
rebuild Mariupol, a midsize
port city on the Azov Sea,
swaths of which were com-
pletely destroyed by Russian
forces after a monthslong
siege.

Russia’s armed forces have
likely started using what are
called blocking wunits that
threaten to shoot deserters or
troops who refuse to advance
in battle, the British Ministry
of Defense said Friday.

The tactic of shooting de-
serters or reluctant fighters
plagued by low morale or poor
discipline has been a trade-
mark of Russian and Soviet
armies in the past. Russian
generals likely wanted their
troops in Ukraine to maintain
defensive positions to the
death, the U.K. ministry said.

All troops fighting in
Ukraine will receive a one-off
payment of 195,000 rubles or
just over $3,100, according to
a decree passed by Mr. Putin.

Russia has given several
and at times contradictory

reasons for its invasion: to
prevent Ukraine from joining
the North Atlantic Treaty Or-
ganization; to topple what it
falsely describes as a Nazi re-
gime in Kyiv and disarm the
country; to protect Russian
speakers abroad; or to reclaim
what the Kremlin considers
Russian territory.

On Friday, the deputy head
of Russia’s powerful Security
Council wrote in an essay that
Moscow was waging a war of
conquest in Ukraine on the
back of its historical claims
over its people and territory.

“We are fighting for our
people, for our land, for our
thousand-year history,” Dmitry
Medvedev said in a short es-
say published on the occasion
of Unity Day.

He noted that the ancestors
of today’s Russian people lived
in Ukraine, which was there-
fore “sacred” to Moscow to-
day.

—Vivian Salama
in Washington
contributed to this article.

Ukra|n|an troops fi ght RuSSIan forces in the south. They are battllng village by village toward Kherson

Battle for Kherson Likely
Will Be Long, Otficials Say

By MATTHEW LUXMOORE

VELYKE ARTAKOVE,
Ukraine—Russian forces in the
occupied southern Ukrainian
city of Kherson appear to be
laying the groundwork for a
withdrawal, but Ukrainian offi-
cials warn that their enemy
could be seeking to suck pre-
cious armored units into debil-
itating urban combat.

As Ukraine’s forces press to-
ward Kherson, one of the big-
gest prizes Russia seized after
invading in February, Moscow’s
military wants to sap their
strength while avoiding the kind
of chaotic withdrawal it recently
carried out in the northeast.

The question is how long
Moscow aims to hold Kherson.
There are signs Russian forces
are preparing to leave the city,
moving residents and personnel
onto the far bank of the Dnipro
River, replacing elite forces
with mobilized troops, and
abandoning some checkpoints
while digging in elsewhere.

Signaling that heavy fight-
ing might lie ahead, Russian
President Vladimir Putin
called Friday for civilians to be
evacuated from Kherson.

“They’re building fortifica-
tions in a hurry,” said Natalia
Humenyuk, spokeswoman for

the Ukrainian military’s southern
command. “We’re sure they’re
going to fight for Kherson.”

A Western official said Rus-
sian planning for a withdrawal
was well advanced and that
Moscow likely gave priority to a
temporary bolstering of forces
in the area to cover the retreat.
The bulk of Russian command-
ers withdrew across the Dnipro,
the official said, and Russia was
seeking to reinforce a new de-
fensive line on the eastern bank.

“They’ve probably made a
strategic decision to withdraw
over time,” said Michael Kof-
man, an expert on the Russian
military at defense-research
organization CNA. “They’re
likely trying to make the sei-
zure of Kherson costly for the
Ukrainian armed forces.”

But Ukrainian and Western
officials and analysts said Rus-
sia would seek to wear down
advancing Ukrainian forces as
much as possible before with-
drawing, if necessary.

At a farmhouse barracks
near the front line, the soldiers
of a Ukrainian tank battalion
were repairing equipment and
resting from battles that, after
weeks of relentless fighting,
have drained their energy.
“Most of us have been fighting
since February with no breaks

or days off,” said the battalion’s
52-year-old deputy commander.
“It’s a very long time, too long,
to endure such conditions.”
Ukraine’s military is fight-
ing village by village toward
Kherson, but soldiers from
several units said they are
short on armored vehicles.
In mid-October, Moscow-in-
stalled officials in Kherson an-
nounced an evacuation of ci-
vilians from the western bank
of the Dnipro and Russia’s mil-
itary leadership warned that
“difficult decisions” might be
necessary to preserve lives.
If the Russians leave with
most of their forces intact, Mr.
Kofman said, they can consoli-
date defensive lines on the Dni-
pro’s eastern bank and shift
sizable forces elsewhere.
Ukraine will have taken most of
the low-hanging fruit in terms
of offensive operations, but it
would face Russia along a more
entrenched front to the north
and northeast, he said.
Several factors complicate
Ukraine’s advance. Winter is
coming, and it will bring not
only frozen ground but greater
exposure for troops on both
sides as foliage disappears from
trees used to provide cover for
armor and the tracks of vehi-
cles remain visible in snow.
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West Sets Price-Cap
Rules on Moscow’s Oil

By ANDREW DUEHREN

WASHINGTON—The U.S.
and its allies agreed on which
sales of Russian oil will be
subject to a price cap, racing
to flesh out the details of the
major new sanctions program
before it begins on Dec. 5.

Each load of seaborne Rus-
sian oil will be subject to the
price cap only through its first
sale to a buyer on land, the
U.S. and its allies have deter-
mined, meaning resales of the
same oil on land won’t have to
fall under the cap, according
to people familiar with the
matter. The cost charged for
transporting Russian oil also
won’t be subject to the cap,
the people familiar with the
parameters of the plan said.

Intermediary trades of Rus-
sian oil that occur at sea must
still fall under the cap, the
people said. If a load of Rus-
sian oil has been refined into
petroleum products such as
gasoline, then it can again be
traded at sea without being
subject to the cap, the people
said. If the Russian oil hasn’t
been refined or significantly
altered after it is unloaded on-
shore, then it would still be
subject to the cap if it were
again traded at sea, they said.

Under the price-cap plan,
the Group of Seven advanced
democracies and Australia are
planning to bar firms in their
countries from providing key
maritime services—such as in-
surance—for the shipment of
Russian oil unless the oil is
sold below a set price.

Because much of the
world’s maritime services are
based in G-7 countries and the
European Union, the Western
partners are aiming to effec-
tively dictate the price at
which Russia can sell some of
its oil on global markets.

The U.S. and its allies have
yet to set the actual price for

the plan, and they are hoping
to set a specific level in the
coming weeks. Delays in final-
izing the plan have left some
oil-market participants con-
cerned that shipments of Rus-
sian oil at sea on Dec. 5 could
suddenly face new sanctions.
To try to address those con-
cerns, the Treasury Depart-
ment this week said that Rus-
sian oil shipped before Dec. 5
would be exempt from the cap
if it is unloaded at its destina-
tion by Jan. 19.

Russian officials have threat-
ened to cut their oil production
in retaliation for the price cap,
though U.S. officials say they
believe Russia won’t risk dam-
aging a critical industry.

0il traders had been asking
the Treasury Department about
whether the price cap would ap-
ply only to the first sale of the

The limit will only
apply to the first
point of sale that
takes place on land.

oil, and the new parameters may
make it easier for middlemen to
buy Russian oil under the
capped level before reselling it.

The U.S. has sought to
make the price cap a relatively
light burden on the banks, in-
surers, shippers and traders
that help make Russian oil
available on global markets.

Beyond cutting into the
profits Russia earns from its
oil sales, the U.S. has hoped to
keep global markets supplied
with Russian oil to keep en-
ergy prices steady.

The foreign partners work-
ing with the U.S. on the plan
are also still finalizing details
of how they will enforce the
program.

Sanctions Hurt Russian Economy

By ANN M. SIMMONS

MOSCOW—Russia’s econ-
omy is suffering from Western
sanctions, falling energy
prices and a costly troop mo-
bilization, with recent data
showing a sharp economic
contraction this fall.

Russia’s Ministry of Eco-
nomic Development said this
week that the economy con-
tracted by 5% year-over-year
in September and by 4.4% in
the third quarter compared
with the year-earlier period.

The economic outlook
bodes poorly for President
Vladimir Putin’s ability to fund
Russia’s military campaign in
Ukraine, which is in its eighth
month and with no quick end
in sight, analysts say.

Moscow has relied on its
multibillion-dollar oil and nat-
ural-gas windfall to help ease
the pain of economic sanctions
imposed by the West for Rus-
sia’s invasion of Ukraine.

High energy prices triggered
by the war initially created
huge revenues for Russia, but
have since led to a widespread
slowdown in demand for oil,
forcing Moscow to sell its oil
below the price needed to bal-
ance the budget. Russia has
also cut off much of the natu-
ral gas it supplies to Europe.

New data also show a de-
cline in workforce numbers
following Mr. Putin’s troop
mobilization in September to
help fight the war in Ukraine.
Hundreds of thousands of
draft-age men have either
been called up for service or
have left the country to escape
the mobilization.

The Russian Union of In-
dustrialists and Entrepreneurs
reported this week that a sur-
vey taken in October of more
than 100 companies—most of
them large firms—showed a
decline in their workforces be-
cause of the troop mobiliza-
tion. Most said their revenues
had, nonetheless, remained
steady during that time.

Shoppers at a Moscow store. Russia is set for the deepest recession of any large economy this year.

More than a third of the
companies reported that the
draft has had “a negative” or
“extremely negative” impact
on their personnel numbers,
and more than half of the re-
spondents expressed pessi-
mism for the future.

The financial-ratings and
analytics firm S&P Global re-
ported that Russian manufac-
turers saw employment fall for
October for the seventh time
in the past nine months.

“The decrease in workforce
numbers was solid overall and
the quickest since April,” the
company said in its survey
published Tuesday. “A number
of firms suggested that the de-
cline in staffing numbers was
due to labor shortages.”

In September, Prime Minis-
ter Mikhail Mishustin said
Russia’s budget deficit in 2023
would be about three trillion
rubles, the equivalent of $48.1
billion and equal to 2% of
gross domestic product.

Mr. Mishustin also said the

government should expect to
run a budget deficit for at
least the next three years.

Last month, he ordered the
Finance Ministry to take the
equivalent of roughly $16 bil-
lion from the country’s sover-
eign-wealth fund to cover this
year’s budget shortfall.

Russia is set for the deepest
recession of any large econ-
omy this year, according to
new forecasts last week from
its central bank that predicted
a drop in gross domestic prod-
uct of between 3% and 3.5%
this year.

The projected decline for
this year is less than what had
been forecast shortly after the
start of the conflict, when the
bank reported that it expected
the economy to contract be-
tween 8% and 10% in 2022 and
by as much as 3% next year. It
now expects GDP to contract
between 1% and 4% next year.

The Russian economy is
struggling with inflation that
is above levels in the West, as

well as shortages that are
causing large declines in pro-
duction.

On Thursday, the S&P
Global Purchasing Managers’
Index for Russian services de-
clined sharply to 43.7 in Octo-
ber, from 51.1 in September,
marking the lowest reading
since March, the firm said.

“Business activity deterio-
rated amid a slump in client
demand, a reduction in the
size of customer base follow-
ing sanctions and a drop in
purchasing power of clients,”
according to S&P Global, add-
ing that a renewed fall in new
orders and the contraction of
foreign client demand for the
eighth successive month, con-
tributed to the reduction in
business activity.

This week, Russia’s Federal
State Statistics Service re-
ported that retail net sales in
September amounted to 3.5
trillion rubles, which is 9.8%
less than the corresponding
period for the previous year.

Nuclear-Power Cuts Likely in France

By Nick Kostov

PARIS—EDF SA warned of
lower power generation this
year across its nuclear reac-
tors in France, dealing a set-
back to the country’s efforts to
ride out Europe’s energy crisis
amid a spell of unseasonably
warm weather.

EDF, the world’s largest
owner of nuclear plants, said
its French fleet of reactors are
expected to produce between
275 and 285 terawatt-hours of
energy in 2022, compared with
a previous estimate of between
280 and 300 terawatt-hours.

The reduced outlook follows
a spate of strikes by nuclear-
plant workers that delayed
maintenance work at some of
its reactors during the fall, as
well as prolonged outages at

reactors under repair for cor-
rosion problems, EDF said.

For now, Europe is benefit-
ing from warm temperatures
that are lowering demand for
energy. It was the warmest
October in France since re-
cords began in 1900, according
to national weather agency
Météo France. Tourists contin-
ued to flock to the seaside
during the second half of the
month.

The agency said the most
likely scenario for the next
three months was “the pre-
dominance of anticyclonic con-
ditions, with calm and dry
weather, on the European con-
tinent.” France had a 50%
chance of experiencing temper-
atures in line with seasonal
norms, the agency said. It
placed its chances of continu-

ing to experience higher-than-
average temperatures at 30%.

Warm weather is helping
blunt the impact of Russia’s
decision to cut the flow of nat-
ural gas to Europe, a move Eu-
ropean officials regard as an
act of economic war. Storage
levels of gas across the conti-
nent have remained high with-
out the immediate need to
turn up the thermostat.

EDF is one of Western Eu-
rope’s most important power
companies. Its fleet of reactors
normally exports large quanti-
ties of low-cost nuclear power
to neighboring countries, help-
ing stabilize prices across the
region. EDF estimates that nu-
clear output for 2023 and
2024 will remain at 300 to 330
terawatt-hours and 315 to 345
terawatt-hours, respectively.

The situation changed dras-
tically this year, when France
swung from being one of Eu-
rope’s largest exporters of
electricity to a net importer
because of issues with its re-
actors. The outages worried
officials that France and the
broader region might run
short of electricity in the win-
ter, when power demand in
Europe peaks.

EDF has absorbed huge
losses this year because the
company was forced to buy re-
placement power on Europe’s
wholesale market, where prices
have soared, for sale to retail
clients at much lower prices.
The government of President
Emmanuel Macron launched a
tender offer last month to buy
the 16% of EDF shares that the
state didn’t already own.

Cooling towers in the Tricastin nuclear-power plant operated by

Electricite de France in Saint-Paul-Trois-Chateaux.
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Scholz,

The focus of the
German chancellor’s
meeting was economic
cooperation with China

By SHA Hua

Germany and China struck
business deals and reaffirmed
a once-cozy relationship that
has come under strain as Bei-
jing has adopted a harder-
edged stance in its dealings
with the West and as political
pressure has mounted within
Germany to lessen economic
dependence on China.

On Friday, Chinese leader Xi
Jinping welcomed Olaf Scholz
to Beijing as the German chan-
cellor largely brushed aside
calls to keep a distance from
China, prioritize human-rights
concerns and squeeze Beijing
on its unwillingness to con-
demn Russia’s war in Ukraine.

Instead, Mr. Scholz used his
whirlwind 11-hour visit to sign
business deals and announce
new areas of cooperation,
harking back to the days when
the bilateral relationship was
largely centered on commerce
and other exchanges—ties that
Mr. Scholz has sought to sus-
tain, despite growing -calls
back home to take a tougher
stance on China.

Mr. Scholz said Friday that
China had agreed to approve
BioNTech SE’s Covid-19 vac-
cine for foreign residents, and
would discuss a pathway for
the vaccine to be administered
to the broader population.
Chinese  regulators  had
abruptly halted plans last year
to approve domestic distribu-
tion of the German-developed
shot, without explanation.

China also signed an order
to buy 140 Airbus SE jetliners
for about $17 billion, accord-
ing to a statement from the
Chinese state agency that pur-
chases aircraft. An Airbus
spokesman said the agreement
covers pre-existing orders,
without elaborating. In July,
China placed a large order on
behalf of three of its biggest
airlines for 292 Airbus jets.

“It’s good and right that I'm
here in Beijing today,” said Mr.
Scholz, who also unveiled new
collaborations on public health
and climate.

Mr. Scholz’s visit is part of a
flurry of diplomacy by Mr. Xi
following a closely watched
Communist Party meeting last
month, where Mr. Xi secured a
fresh five-year term in power.
The Chinese leader also wel-
comed counterparts from Viet-
nam, Pakistan and Tanzania
this week. Later this month, Mr.
Xi will head to a summit of the
Group of 20 major economies
in Indonesia, where he could
meet with President Biden.

The visit by Mr. Scholz is
the first by a European Union
leader since Russia’s invasion
of Ukraine, which has strained
ties between Western Euro-
pean capitals and Beijing. Mr.

_
o
S
a
w
n
]
I~
o
~
a
|
o]
o
=
]
=
>
=
>4

i Strengthen Relations

China’s President Xi Jinping and Germany’s Chancellor Olaf Scholz attend a meeting in the Great Hall of the People in Beijing.

China Warns Putin
Against Nuclear Use

China has warned Russia
against threatening to use nu-
clear weapons in the conflict in
Ukraine, in a rare departure
from its usual tacit support for
Moscow’s positions.

The warning came during
talks on Friday between Chi-
nese leader Xi Jinping and Ger-
man Chancellor Olaf Scholz in
Beijing, according to Mr. Scholz
and the Chinese state news
agency Xinhua.

Messrs. Xi and Scholz
agreed to oppose the use or
threat of use of nuclear weap-
ons, said Mr. Scholz and a re-
port by Xinhua, which normally
echoes Beijing’s official posi-
tions.

Scholz’s trip follows a dozen
by his predecessor, Angela
Merkel, a champion of closer
economic ties with China.

While Mr. Scholz touted en-
hanced business cooperation
with China, he also used his
Friday meeting with Mr. Xi to
discuss the Ukraine war. Mr.
Scholz called on Mr. Xi to ex-
ercise his influence to press
Russia to adhere to principles
of national sovereignty and
territorial integrity, he said
during a press conference.

Mr. Xi called for Germany
and the EU to play a key role in
promoting peace talks, accord-
ing to China’s state-run Xinhua
News Agency, adding that he
supports building a “balanced,
effective and sustainable Euro-
pean security framework”—
language seen in the West as a
rebuke of the North Atlantic
Treaty Organization.
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The international commu-
nity should “oppose the use of
or the threat to use nuclear
weapons, advocate that nuclear
weapons cannot be used and
that nuclear wars must not be
fought, and prevent a nuclear
crisis in Eurasia,” Mr. Xi said ac-
cording to Xinhua.

The comment, the first re-
buke of its kind attributed to
the Chinese leader since Russia
invaded Ukraine in February,
marks a change in tone for Bei-
jing after the government there
said last week that it would
deepen its cooperation with
Russia at all levels, experts said.

“Beijing genuinely does not
want a nuclear attack or war,”
said Francesca Ghiretti, an ana-
lyst with the Mercator Institute
for China Studies in Berlin.

“Opposing the use of nu-
clear weapons and threats is a

China has said that it is neu-
tral in the conflict, though Mr.
Xi and Russian President Vladi-
mir Putin have lavished praise
on one another since the inva-
sion began in February, shortly
after the two men pledged a
“no limits” partnership. Mr. Xi
has yet to speak with Ukrai-
nian President Volodymyr Zel-
ensky since the war began.

Messrs. Xi and Scholz also
agreed to oppose the use or
threat of use of nuclear weap-
ons, according to Mr. Scholz
and Xinhua’s report. That lan-
guage amounted to a mea-
sured warning to Mr. Putin
from Beijing, said Noah Bar-
kin, Berlin-based managing
editor of Rhodium Group, a
China-focused consulting firm.

One of the testier political
exchanges took place even be-
fore Mr. Scholz touched down
in Beijing. In an op-ed published

low hanging fruit and low-cost
statement to achieve interna-
tional approval and positive
spillover for the German-China
relationship, and perhaps that
with the EU, too,” she added.

While Mr. Xi's comments
would be noted in Moscow,
said Jude Blanchette, the Free-
man Chair in China Studies at
the Center for Strategic and In-
ternational Studies, they
shouldn’t be read as meaning
China would be willing or able
to influence any decision by the
Kremlin to escalate the war by
using nonconventional weapons.

“The brutal reality is if Putin
gets to the point where he is
willing to use nuclear weapons,
Beijing’s leverage over him is
close to zero,” he said, referring
to Russian President Vladimir
Putin.

—Bojan Pancevski

earlier in the week, Mr. Scholz
suggested that he wouldn’t shy
away from addressing alleged
human-rights abuses during his
visit. When asked about the op-
ed on Thursday, Chinese For-
eign Ministry spokesman Zhao
Lijian warned against “using
human rights discussions as a
pretext to interfere in China’s
internal affairs.”

Still, economic cooperation
remained the main focus of
the visit. Mr. Scholz was ac-
companied by chief executives
from a dozen German compa-
nies. In addition to the BioN-
Tech chief executive, Mr.
Scholz was joined by the
heads of chemicals giant BASF
SE, financial conglomerate
Deutsche Bank AG and auto
maker Volkswagen AG, which
makes 40% of its sales in
China, according to people fa-
miliar with the trip planning.

In a reminder of China’s re-
luctance to loosen pandemic
containment measures, elabo-
rate Covid-19 requirements
were imposed on the visitors,
who had to undergo PCR test-
ing upon arrival and await
negative test results before
their meetings, according to
German officials. Mr. Scholz
was tested by a German doc-
tor aboard the plane.

Those on the ground in Bei-
jing meeting with the Scholz
delegation, including German
embassy staff and Chinese
business executives participat-
ing in round-table meetings,
were subjected to a quarantine
and will have to self-isolate in
a hotel and then at home for
10 days after the visit.

The Chinese business dele-
gation included executives
from car maker Geely Automo-
bile Holdings Ltd., artificial-in-
telligence company SenseTime
Group Inc. and Bank of China
Ltd, the people said.

In the meetings, which were
attended by Mr. Scholz and
outgoing Chinese Premier Li
Keqiang, German business rep-
resentatives pushed China to
relax its stringent Covid pol-
icy, especially for incoming
travelers, the people said.
They also criticized what they
saw as a regression in China’s
market overhauls and hurdles
to cross-border data transfers
created by China’s cyber-
security law, the people said.

Mr. Scholz said he had ex-
pressed concern that access to
China’s market had become in-
creasingly difficult amid
China’s increased push for
economic self-sufficiency.

Mr. Scholz’s visit is a sign
to some observers that the
chancellor is willing to pursue
what Beijing calls an indepen-
dent policy.

Turkey
Pressed

To Ratity
NATO
Candidates

By JARED MALSIN

ISTANBUL—The West is
putting pressure on Turkey to
ratify Finland and Sweden’s
accession to NATO as Turkish
officials signal they still want
the two Nordic countries to do
more to clamp down on al-
leged Kurdish militants.

NATO Secretary-General
Jens Stoltenberg held talks
with President Recep Tayyip
Erdogan in Istanbul on Friday
as part of an effort to urge the
Turkish government to give fi-
nal approval to the two coun-
tries joining the alliance. Mr.
Erdogan told Mr. Stoltenberg
that the speed and timing of
the approval process “will be
determined by the steps these
countries will take,” according
to a statement from the Turk-
ish president’s office.

Turkey, Finland and Sweden
signed an agreement in June
that was intended to pave the
way for the historic expansion of
the North Atlantic Treaty Organ-
ization following Russia’s inva-
sion of Ukraine, while address-
ing Turkey’s concerns about the
presence of what it says are
members of Kurdish armed
groups in the two countries.

Now Turkey is arguing that
Finland and Sweden must do
more to implement the agree-
ment, including extraditing al-
leged members of a Kurdish
militant group. The renewed
demands have set up another
impasse between Ankara and
its NATO allies that threatens
to drag on for months.

“It is time to welcome Fin-
land and Sweden as full mem-
bers of NATO,” Mr. Stoltenberg
said Thursday evening during
a news conference with Tur-
key’s foreign minister. “In
these dangerous times, it is
even more important to final-
ize their accession to prevent
any misunderstanding or mis-
calculation in Moscow.”

He also said Finland and
Sweden had delivered on the
promises they made in June.
The Turkish foreign minister
said that the two countries
needed to take “concrete
steps” to implement the deal
without adding details.

Hungary signaled this week
that it would send ratification
of the accession to Parliament
by the end of the year, which
would leave Turkey as the only
holdout. All existing members
of the alliance must agree to
allow in any new members.

Mr. Erdogan’s hard-line
stance against Finland and
Sweden is politically popular
in Turkey, where he is facing a
difficult reelection race next
year.

(-7 Envoys Warn Iran on Arming Russia

Top diplomats from the
Group of Seven nations warned
Iran against providing drones
and further military support to
Russia in its war in Ukraine, as

By Laurence Norman
in Berlin
and Warren P. Strobel
in Miinster, Germany

Kyiv and other Ukrainian cities
face a worsening energy crisis
after Moscow switched tactics
to target civilian infrastructure.

At the end of a two-day
meeting in the German city of
Miinster, where officials dis-
cussed the war and the West’s
relations with China, the offi-
cials warned they would take
further measures against Rus-
sia and countries that are as-
sisting its campaign in Ukraine.

“We will continue to impose
economic costs in Russia and on
other countries, individuals or
entities providing military sup-
port for Moscow’s war of ag-
gression,” the group said Friday.

The U.S. and its G-7 allies
pledged to continue support-
ing Ukraine economically and
militarily, and introduced a
new system to help Ukraine
“repair, restore and defend its
critical energy and water in-
frastructure.”

With talks on reviving a deal
to restrict Iran’s nuclear pro-
gram stalling, Western tensions
with Tehran have mounted, and
have been aggravated by Iran’s
supplying of military drones to
Russia, which Moscow and

Diplomats from the Group of Seven nations Friday ended a two-
day meeting in Germany, where they discussed Ukraine and Iran.

Tehran have denied. Friction
has been increased by Iran’s ar-
rest of several European citi-
zens as part of a clampdown on
protests that erupted across
the country following the death
in police custody of a young
woman in September.

The diplomats expressed
“support for the fundamental
aspiration of Iran for a future
where human rights are re-
spected and protected,” and
urged Tehran to allow United
Nations human-rights officials
to access the country.

“This generation of Iranians
are demonstrating that their de-
sire to be free and have oppor-
tunity will not be extinguished
even by the fiercest repression,”
U.S. Secretary of State Antony
Blinken said during a news con-
ference after the meeting.

The group also slammed
Iran’s “destabilizing activities”

through the delivery of
drones, missiles and other
weaponry both in the Middle
East and to Russia.

The European Union, U.K.
and U.S. recently have im-
posed sanctions on Iran for
the crackdown on protesters
and for Iran’s provision of
drones to Russia. U.S. officials
also have warned that Iran is
preparing to supply Russia
with missiles, including possi-
bly ballistic missiles.

The G-7 group said Friday
that “Iran has not made the
necessary decisions” to revive
the nuclear agreement of 2015,
despite 18 months of negotia-
tions. The deal imposed tight
but temporary restrictions on
Iran’s nuclear program in ex-
change for the lifting of most
international sanctions.

The U.S. left the nuclear
deal in 2018 and Iran has since
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undertaken a significant expan-
sion of its nuclear activities.
U.S. and European officials say
Iran is a few weeks away from
having enough weapons-grade
nuclear material for one nu-
clear weapon. Iran says its nu-
clear program is for purely
peaceful civilian purposes.

The diplomats reiterated
their determination that Iran
must never develop a nuclear
weapon, and expressed concern
about the “unabated expansion
of Iran’s nuclear program.”

Western officials had hoped
the nuclear talks would re-
sume after the coming U.S.
midterm elections, but that
was before Russia started us-
ing Iranian-supplied drones in
Ukraine and Tehran’s clamp-
down on street protests.

U.S. officials have said the Bi-
den administration, which set
the revival of the 2015 nuclear
pact as a top foreign-policy goal,
isn’t focused on the diplomatic
effort, adding that Iran has re-
fused to drop unacceptable de-
mands related to the deal since
the start of September.

Iran has said it is still open
to concluding the nuclear
talks, blaming Washington for
the delay in progress.

A G-7 statement made no
mention of the sensitive topic
of Chinese investment in stra-
tegic Western sectors such as
ports and telecommunications,
saying only that the group
would “aim for constructive
cooperation with China, where
possible and in our interest.”

9
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Khan Blames Pakistan
Leaders for Shooting

By SAEED SHAH

ISLAMABAD, Pakistan—A
day after being shot, former
Pakistani Prime Minister Im-
ran Khan alleged the country’s
leader and a senior military
official were behind the attack
on him, without offering evi-
dence for the claim, which the
government and the army
have denied.

Mr. Khan was shot in the
leg on Thursday as he stood
atop a makeshift stage
mounted on a truck, leading a
protest convoy to Pakistan’s
capital, Islamabad. The gov-
ernment has said a lone reli-
gious fanatic, who was caught
at the scene, has confessed to
being Mr. Khan’s assailant.

Speaking from a hospital,
Mr. Khan leveled allegations
over his attack at the prime
minister, the interior minister
and a major general in the mil-

itary’s Inter Services Intelli-
gence spy agency, reiterating a
claim he had made via a mem-
ber of his party on Thursday.

The government has re-
jected the allegations. “Vio-
lence should have no place in
our country’s politics,” Prime
Minister Shehbaz Sharif said.

The military late Friday
said it requested the govern-
ment to initiate legal action
for defamation and false accu-
sations against Mr. Khan.

A supporter of Mr. Khan’s
Tehreek-e-Insaf party was
killed in the attack and 13 oth-
ers were injured.

“I want you to come out to
protest on the streets until
these three resign,” said Mr.
Khan, referring to the officials
he blamed for the shooting.
“Your religion requires you to
stand against injustice.”

Mr. Khan said he heard
gunfire he believed came from

a second shooter. No proof of
an additional gunman has
emerged.

“No evidence is being put
forward for these allegations,”
said Marriyum Aurangzeb, the
country’s information minister.
“The people of Pakistan will
not accept your story of lies.”

Clashes broke out earlier in
the day between Mr. Khan’s
supporters and police and
paramilitary forces in several
towns, with tear gas fired and
baton charges. Protesters set
tires on fire.

Mr. Khan alleges that the
military conspired with his po-
litical opponents to oust him
in April. Mr. Sharif’s govern-
ment maintains he was re-
moved legitimately through a
no-confidence vote in Parlia-
ment. The army denies it was
involved in Mr. Khan’s removal
from power.

Mr. Khan has gained sharply

The government denied ex-Prime Minister Khan’s claims that leaders orchestrated an attack on him.

in popularity since he was re-
moved from office, judging by
polls and a series of wins in
local elections by his party.
Pakistan is polarized be-
tween Mr. Khan’s supporters
and almost all the other major
political parties, which are in

the coalition government.
The shooting has made the
battle lines in Pakistani poli-
tics even more bitter, and has
shaken the powerful military.
The military has been Mr.
Khan’s focus because it is
widely believed that it makes
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and breaks governments, said
Ahmed Bilal Mehboob, presi-
dent of the Pakistan Institute
of Legislative Development
and Transparency, a think tank
in Islamabad.
—Wagar Gillani
contributed to this article.

Ukraine War, Energy Crisis Test COP27 Climate Talks

Geopolitical strife and en-
ergy market turmoil have up-
ended prospects for reaching a
global agreement to accelerate

By Matthew Dalton
in Paris and Sha Hua
in Singapore

efforts to limit climate change,
with many big economies fail-
ing to submit faster timetables
for emissions reductions
ahead of next week’s United
Nations summit.

With only days to go before
world leaders and negotiators
convene in the Egyptian resort
town of Sharm El Sheikh for
COP27, few countries have fol-
lowed through on the sweep-
ing agreement struck at last
year’s conference in Glasgow.
That accord urged national
governments to submit more
ambitious plans to the U.N. by
the end of this year to wean
their economies off fossil fuels
and take other measures aimed

at limiting global warming.

“It has been a fairly hostile,
complicated global environment
in which we’re working,” said
U.S. climate envoy John Kerry.

The absence of tougher
emissions targets is a setback
in the decadeslong effort, es-
tablished under the 2015 Paris
climate accord, to limit global
warming to well under 2 de-
grees Celsius since the prein-
dustrial era and preferably to
1.5 degrees. National govern-
ments agreed in Paris to re-
lease increasingly ambitious
plans for slashing emissions ev-
ery five years. In Glasgow, how-
ever, governments agreed that
timetable was too slow, and
current plans put the world on
track for 2.5 degrees of warm-
ing, according to the U.N.

The summit in Sharm El
Sheikh will be a test of
whether climate diplomacy
can shape the long-term tra-
jectory of global emissions in
a time of international up-

heaval. Many of the world’s
biggest companies, including
energy firms and technology
giants, aren’t sending their top
executives to Egypt.

The world’s energy map has
been redrawn since last year’s
summit. Russia’s decision to

Few countries have
followed through on
the agreement last
year in Glasgow.

invade Ukraine and cut the
flow of natural gas to Europe
has forced capitals across the
world to focus on securing en-
ergy supplies.

Europe is now burning
more coal and sucking up
global supplies of liquefied
natural gas to make up for the
lost Russian supply, while

higher gas prices are pushing
some developing countries to
rely more on readily available
coal as well. Carbon-dioxide
emissions across the European
Union rose 4.2% in the first
nine months of this year com-
pared with the year-earlier pe-
riod, according to the data
analysis site Carbon Monitor.

“The Ukraine war and the
consequent gas crisis has
wiped out everything,” said
former Italian Environment
Minister Roberto Cingolani,
who helped lead climate talks
going into Glasgow.

Years of climate talks be-
tween China and the U.S., the
second-biggest emitter, have
broken down amid tensions
over Taiwan. China, by far the
world’s biggest emitter, has
refused to update its emis-
sions plan. Beijing wants to fo-
cus on hitting current targets,
which call for its carbon-diox-
ide emissions to stop rising
before 2030.

“We believe that empty slo-
gans aren’t ambitions, and
only real ambitions can be
demonstrated by implement-
ing goals,” Li Gao, director of
the climate change depart-
ment at China’s Ministry of
Environment and Ecology, said
at a recent news conference.

Energy market turmoil has
the potential to speed the lon-
ger-term transition to cleaner
technologies, analysts have
said. Surging fossil fuel prices
have pushed some of the
world’s major economies to in-
crease investment in low-car-
bon energy in the name of na-
tional security.

China is installing renew-
ables on a massive scale, posi-
tioning Beijing to hit its 2030
target of 1,200 gigawatts of
wind and solar capacity five
years early. Europe has raised
its renewable energy targets
as part of a race to wean itself
off Russian gas, and the U.S.
this summer passed legislation

that provides $385 billion over
the next decade to fight cli-
mate change.

The International Energy
Agency last week said the
Ukraine war has accelerated the
shift to renewable energy and
that global fossil-fuel demand
would start falling later this de-
cade if governments make good
on new policy goals they have
unveiled during the crisis.

The Glasgow summit in No-
vember 2021 yielded several
deals that Western officials
hailed as a breakthrough. Gov-
ernments agreed to phase
down coal burning that didn’t
also capture the carbon-dioxide
emissions for storage. They
also agreed to phase out fossil
fuel subsidies deemed to be in-
efficient. It was the first time
that a U.N. climate agreement
mentioned fossil fuels, ending a
long-running concession to big
producers such as Saudi Arabia.

—Timothy Puko
contributed to this article.
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Moneyﬂanager
Sailed Own Course

By JAMES R. HAGERTY

by her father, she also

oan Berger, later known
J by her married name of

Joan E. Lappin, was a
rarity in the late 1960s as a
female investment analyst in
New York. Her employer, Eg-
uity Research Associates Inc.,
tried to exploit that novelty
with a 1969 ad in Institu-
tional Investor magazine.

“What’s a nice girl like

Joan doing on Broad
Street?” the ad asked. It fea-
tured a picture of her in a
sleeveless dress and white
gloves. She had a cigar in
one hand and a drink in the
other. The text, describing
her as one of the firm’s
“most attractive analysts,”
said she zipped around in a
chartreuse sports car and

Ms. Lappin’s career
defied a ‘skimpy
list’ of employment
choices for women.

was a gourmet cook. A
phone number was provided
for money managers wishing
to meet her.

By the time Ms. Lappin
founded her own fund-man-
agement boutique, Gramercy
Capital Management, in
1986, women were less ex-
otic on Wall Street. Newspa-
pers frequently quoted her
on stock-market matters.

In late 1991, she told The
Wall Street Journal that a
good investment portfolio
required only 10 to 15 stocks.
Her strategy had produced
annual gains averaging 45%
over the past five years. She
had $215 million under man-
agement.

Ms. Lappin died Oct. 24 of
a stroke in Sarasota, Fla. She
was 78.

Joan Ellen Berger was
born Nov. 16, 1943, in Cleve-
land and grew up mainly in
Brooklyn. Her father was a
dealer in surplus materials
and owned warehouses. She
graduated early from high
school and at age 16 enrolled
at the University of Wiscon-
sin-Madison, where she ma-
jored in history. Pressured

earned a teaching certifi-
cate and spent a summer at
a secretarial school.

“The choices for employ-
ment for women were from
the following skimpy list:
bank teller, secretary, nurse,
buyer in a department store,
librarian, stewardess and of-
fice worker,” she wrote later.
After briefly teaching school
and working as a secretary,
she managed to find jobs on
Wall Street and studied in
the evening at New York
University to earn an M.B.A.
degree.

Before setting up her own
company, she was a fund
manager at Manufacturers
Hanover Trust Co. and Arn-
hold & S. Bleichroeder.

In her spare time, she
sailed boats on Long Island
Sound and to ports in Maine
and Martha’s Vineyard. She
earned a captain’s license
and named one of her boats
Joie de Vivre and another
Energizer Bunny.

Ms. Lappin is survived by
two children and three
grandchildren. Her marriage
to Jack Lappin ended in di-
vorce. He got the couple’s
boat as part of the settle-
ment. “I don’t miss my hus-
band, but I miss my boat,”
she told friends. She bought
her own.

On a take-your-daughter-
to-work day in 1993, she and
her daughter, Jessica Lappin,
went to the annual share-
holders’ meeting of McGraw-
Hill Inc. Joan Lappin scolded
the company’s chief execu-
tive, Joseph L. Dionne, for
what she saw as a poor re-
cord of promoting women. “I
have been asking you pri-
vately for years when you
were going to do something
about this issue, and I was
always told to keep waiting
and watching. Well, years
have elapsed, and there is no
improvement,” she said.

Interviewed by a Newsday
reporter, Jessica Lappin said,
“My mother has shown me
that as a woman you have to
be vocal. I always sit in the
front and ask questions.”
Jessica Lappin later served
on the New York City Coun-
cil and now is president of
the Alliance for Downtown
New York.

= F inf tion:
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Antonio Magliocco Jr. Gary Gastineau

NEW YORK, NY. - Antonio Magliocco

Jr, known to friends and family as Nino,
died on October 25th, 2022 at the age of
69 after a four-year struggle with lung
cancer. He leaves behind his wife of 42
years Carla Solomon; children Daniel
(Anna Durrett), Katharine (Dan Reagan),
and Will—together with three grandsons;
brothers John (Pat Magliocco) and Joe
(Kristen Creaven); and many cousins,
nieces, and nephews. Nino graduated
from Yale College and University of
Pennsylvania Law School, and remained a
dedicated and active alum of both schools.
A co-owner of wine and spirits distributor
Empire Merchants and Chatham Imports,
Nino played an active role in managing
and growing both entities throughout his
career. Along with his two brothers, Nino
was instrumental in restoring Michter’s
American Whiskey. Nino was a trustee of
Central Synagogue and a former trustee
of the Ethical Culture Fieldston School,
where he was a parent for twenty-five
consecutive years, and served on the
board of directors of the Helix Center,
whose mission is to facilitate the open
exchange of ideas across disciplines in the
advancing creative investigation. Along
with his family, Nino was also a staunch
supporter of NYU Langone Health for
many decades. An avid follower of politics
and sports—most especially his beloved
New York Giants—and a lifelong learner in
fields as diverse as classical music and To-
rah studies, Nino took special pleasure in
bringing together family and friends over
great food and wine. As much as we will
miss his physical presence, in spirit he will
always be with us, taking his customary
seat at the head of the table.

Memorial contributions can be made
to support lung cancer research at NYU
Langone Health’s Perlmutter Cancer
Center. Gifts can be sent to NYU Langone
Health, One Park Avenue, 9th Floor, New
York, NY 10016, Attn: Grace Ko.

NAPLES, FLA. - Gary L. Gastineau passed
away on October 11 in Naples, Florida.
Born in Dayton, Ohio in 1940 to Lillian
and Amos W. Gastineau, Gary graduated
with honors from Harvard College (1962)
and was a Baker Scholar at Harvard
Business School (1964). He went on to
pursue a successful career in finance.
Most notably, he was an expert on
exchange-traded funds (ETFs), directing
product development at the American
Stock Exchange; serving as Managing
Director of Exchange-Traded Fund Product
Development at Nuveen Investments;
and co-founding Managed ETFs LLC.
Gary contributed numerous books and
articles to the literature on finance and
investing, including The Exchange-Traded
Funds Manual (John Wiley & Sons, 2nd
ed, 2010); The Options Manual (McGraw
Hill, 1988); and, with Mark Kritzman, The
Dictionary of Financial Risk Management
(Probus, 1992;1999). Gary loved to read
and was an avid skier. He is survived by
his wife of 55 years, Nancy Gastineau;
his daughters, Gayle Wholley and Nicole
Campos; and four grandchildren.
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Steak 'n Shake Gig Helped
Launch a CEO’s Career

By JAMES R. HAGERTY

eorge Paz, the son of a

factory worker,

couldn’t afford a fancy
college.

Already married with chil-
dren in his early 20s, Mr. Paz
struggled to balance studies
with early jobs driving a
truck and managing Steak ‘n
Shake restaurants.

He finally got himself on
track by finding a day job at
an insurance company that
allowed him to study ac-
counting at the University of
Missouri-St. Louis in the
evening. The nine years it
took him to complete a de-
gree was “a tough row to
hoe,” he said, “but it taught
me a lot.”

He later became a partner
at the accounting firm Coo-
pers & Lybrand and in 1998
joined Express Scripts Inc. as
chief financial officer. Based
near St. Louis, Express
Scripts was then a little-
known manager of employ-
ers’ pharmacy-benefit plans.
Benefit managers determine
which medications are cov-
ered by insurance plans and
where people can pick them
up. Such firms also can de-
liver pills from their own
pharmacies.

Mr. Paz rose to president
in 2003 and chief executive
officer two years later. His
strategy was to gain enough
scale to give Express Scripts
leverage over giant pharma-
ceutical companies and drug-
store chains. In 2011, he led
an acquisition of Medco
Health Solutions Inc. for
$29.1 billion, making Express

Scripts one of the industry’s
top players.

He stepped down as CEO
in 2016 and retired as chair-
man two years later when
Cigna Corp. acquired Express
Scripts.

Mr. Paz died Oct. 23 at his
home in Clayton, Mo. He was
67. His wife, Melissa Paz,
said he suddenly collapsed
and the cause of death
hadn’t been determined.

When he stepped down as
CEO, annual revenue at Ex-
press Scripts was about $100
billion, up from $2.8 billion
when he joined 18 years ear-
lier. Clients included the U.S.
Defense Department and Wal-
mart Inc.

As CEO, Mr. Paz said his
job was to be “the guy that
creates change.” He promised
to negotiate cheaper prices
for drugs with manufacturers
and pharmacies while moni-
toring prescriptions to make
sure people were getting the

right medications.

e bucked giant phar-
H maceutical companies

by urging clients to
switch from some of the
most expensive drugs to ge-
nerics.

The business, Mr. Paz told
The Wall Street Journal, was
far more than “counting pills
and sticking them in bottles.”

One Friday afternoon in
2009, Mr. Paz summoned
Bob Clark, the head of the
construction firm Clayco, for
an urgent meeting. Express
Scripts needed a 200,000-
square-foot building to
house automated prescrip-
tion-filling equipment in St.
Louis. Mr. Paz wanted to be-
gin installing the robotic
equipment and conveyor
belts within four weeks.

At the time, “we were just
looking at a piece of dirt” on
an empty site, Mr. Clark re-
called. He told Mr. Paz that
the timeline seemed “kind of
crazy.” Mr. Paz replied:
“Well, can you do it or not?”
Clayco accepted the job and
completed the project in
seven months.

Mr. Paz “cut through pro-
cesses and bureaucracy like
a hot knife in butter,” Mr.
Clark said.

Even after he became a se-
nior executive, Mr. Paz de-
scribed himself in simple
terms. Asked at a social occa-
sion what he did for a living,
he said: “I'm a bean counter.”
In an interview, he called
himself “a pretty dull guy.”

Born Aug. 27, 1955, he
grew up mostly in O’Fallon,
Mo., near St. Louis. His fa-

ther worked at an aerospace
plant. Family vacations typi-
cally involved road trips in a
station wagon to national
parks. To save money, the
family often slept in the car
and ate canned food. Mr. Paz
developed a lifelong aversion
to road trips and Spam.

He was a star manager at
Steak 'n Shake and some-
times said he could always
go back there if his financial
career didn’t work out.

Mr. Paz is survived by his
wife, three daughters, 10
grandchildren and his older
brother, Jerry Paz. An earlier
marriage ended in divorce.
His philanthropy included
scholarships at the Univer-
sity of Missouri-St. Louis.

| 4 I \ hough his golf talents
were modest, he loved
the game. During a

visit to the Lahinch Golf Club
in Ireland, friends recalled,
he insisted on playing despite
slashing rain and wind gusts
strong enough to blow drives
into neighboring fairways.

Hours before he died, he
played golf with his wife and
was delighted with his score
of 82. “That was a phenome-
nal score for him,” she said.

His youngest daughter,
Becky McClaney, remem-
bered him as a tough but
forgiving father. When she
found herself pregnant as a
teenager, she dreaded having
to tell him—then was re-
lieved by his response: “It’s
OK, I love you.”

@ Read in-depth profiles at
WSJ.com/news/types/
obituaries
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Colombia Tax Plan Unnerves Markets

By KEJAL VyAs

BOGOTA, Colombia—Colom-
bia is set to increase taxes on
wealthy individuals and extrac-
tive industries to pay for anti-
poverty and rural development
initiatives, as the leftist gov-
ernment grapples with a fall in
the peso that has outpaced
that of most emerging market
currencies.

Investor concerns over the
government’s progressive plat-
form are overblown, Finance
Minister José Antonio Ocampo
said in an interview Friday. He
said critics are generating hys-
teria that has led to a 20%
drop in the peso’s value
against the U.S. dollar since
President Gustavo Petro took

office on Aug. 7.

“There is no reason to fear
for Colombia’s macroeconomic
stability,” Mr. Ocampo said,
adding that the government
aims to lower its fiscal deficit
to 4.3% of gross domestic
product next year from 7% in
2022.

“The private sector is re-
sponsible for the panic and
needs to stop sending negative
signals” to the market, he
said, calling the peso’s decline
unjustified.

Colombian lawmakers ap-
proved a tax overhaul late
Thursday that will raise about
$4 Dillion in additional revenue
in 2023, or 1.2% of GDP, mostly
from higher duties on coal, oil
and gold-mining companies.

Proponents of the measure
called it the most sweeping
tax reform in at least three de-
cades in Colombia, Latin
America’s fourth-largest econ-
omy. During that time, conser-
vative fiscal management has
helped achieve steady eco-
nomic growth despite volatil-
ity in commodity markets and
Colombia’s chronic conflict
with drug-trafficking and rebel
groups, according to the
World Bank.

The latest overhaul, which
raises personal income taxes
on the top 2% of earners or
anyone making at least $2,000
a month, aims to narrow the
wealth gap in what the Organ-
ization for Economic Coopera-
tion and Development consid-

ers to be the most unequal of
its 38 members.

Colombia’s poverty-fighting
efforts come as policy makers
in emerging markets wrestle
with creeping inflation, as well
as the knock-on effects of
slower global economic
growth and rising interest
rates in the U.S.

In addition to those factors,
which have hit economies
around the world, Wall Street
analysts cite uncertainties
around Mr. Petro’s plans to
boost spending on social pro-
grams, grant credits to poor
farmers, and phase out depen-
dence on oil and coal, the
country’s top two exports.

—Jenny Carolina Gonzdlez

contributed to this article.

WORLD WATCH

IRAN

President Slams
Biden Over Protests

Iranian President Ebrahim
Raisi criticized President Biden
for backing a monthslong rights
movement that has engulfed the
country, as he addressed a pro-
regime rally on Friday to mark
the anniversary of the 1979 sei-
zure of the U.S. Embassy in Teh-
ran.

Large crowds across the
country attended anti-American
rallies, state television showed.
This year, the annual event
comes as the regime faces one
of its toughest challenges in re-
cent years, to quell the wide-
spread unrest.

Mr. Raisi, speaking at the
capital’s biggest rally, said, “Iran
was freed 43 years ago and is
determined not to be captured
by you,” responding to Mr. Bi-
den’s comments a day earlier.

In a campaign speech Thurs-
day ahead of the midterm elec-
tions next week, Mr. Biden said:
“Don’t worry, we're gonna free
Iran. They’re gonna free them-
selves pretty soon.”

Iranian officials have repeatedly
accused the U.S. and other foreign
rivals of orchestrating the anti-
government unrest, which erupted
after the death on Sept. 16 of 22-
year-old Mahsa Amini in custody
of the morality police, after she
was detained for allegedly violat-
ing Iran’s strict Islamic dress code.

—Aresu Egbali

LI B

TUT CENTENARY: Tourists visited the tomb chamber of King Tutankhamun in the Valley of the Kings

on Friday as Egypt celebrated the 100th anniversary of the discovery of the young pharaoh’s tomb.

INDIA

Capital Pollution
Level Is Dangerous

Indian authorities on Friday
shut factories and construction
sites, restricted diesel-run vehi-
cles and deployed water sprin-
klers and anti-smog guns to con-
trol haze and smog enveloping
the skyline of the capital region.

The Delhi government closed
primary schools and restricted
outdoor activity for older stu-
dents as the air quality index ex-
ceeded 470, considered “severe”

and more than 10 times the
global safety threshold, accord-
ing to the state-run Central Pol-
lution Control Board.

The haze enveloped monu-
ments and high-rise buildings in
and around New Delhi.

—Associated Press

HAITI

U.S. Sanctions Two
On Alleged Drug Ties
Two Haitian politicians are

facing U.S. sanctions over alle-
gations they abused their posi-

tions to traffic drugs in collabo-
ration with gang networks and
directed others to engage in vi-
olence.

The Treasury Department
said Friday that it was imposing
sanctions on Haitian Senate
President Joseph Lambert and
former Sen. Youri Latortue. The
two are accused of using their
official roles to engage in the
drug trade for decades.

Spokespeople for Messrs.
Lambert and Latortue didn’t
immediately return WhatsApp
messages seeking comment.

—Associated Press

AMR NABIL/ASSOCIATED PRESS
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Sneaker

King Takes
Steep Full

Continued fromPage One
plated lifestyle that luxury
sneakers are thought to re-
flect. On Instagram, the 39-
year-old showed off his Fer-
raris and a six-figure Girard-
Perregaux watch next to a
hamburger. He also posted
shots of himself riding a
$29,000 Louis Vuitton bicycle
inside his million-dollar home
in Eugene, Ore.

The business, in real life,
was collapsing under the
weight of unfulfilled orders,
late payments and customer

complaints. In May, Mr.
Malekzadel’s fiancée—also the
company’s finance chief—

pushed for both of them to
come clean, according to peo-
ple familiar with the situation.

Federal prosecutors a few
months later charged the cou-
ple with bank fraud and Mr.
Malekzadeh with wire fraud
and money laundering. Custom-
ers claim they paid millions of
dollars for shoes that never ar-
rived. A court-appointed re-
ceiver is sorting out the re-
maining inventory of the
entrepreneur’s company, Zadeh
Kicks.

Early last year, Mr. Malekza-
deh collected orders for about
600,000 pairs of Air Jordan 11
Cool Grey sneakers months be-
fore they hit stores, netting
over $70 million, according to
prosecutors. He priced the
sneakers between $115 and
$200 a pair, cheaper than their
expected retail price of around
$225, prosecutors said.

Mr. Malekzadeh was able to
get only 6,000 pairs.

Prosecutors allege he col-
lected preorder funds from cus-
tomers while knowing he
couldn’t fill all the orders. Since
at least 2020, he spent more
than $10 million of the com-
pany’s preorder proceeds on
luxury  goods, including
watches, furs and handbags,
they said. In a seizure warrant
affidavit, federal authorities al-

Customers claim
they paid millions of
dollars for shoes
that never arrived.

lege the couple also used cus-
tomer money to help make a
down payment on a house and
complete about $600,000 of
work to remodel it.

“This is a Bernie Madoff-size
scam for the sneaker market,”
said Michael Schneider, chief
executive of Secret Sauce, a
sneaker reseller who runs an
online community focused on
collectibles.

Mr. Malekzadeh and his fian-
cée, Bethany Mockerman, 39,
have pleaded not guilty. They
are cooperating with authori-
ties and working to minimize
the financial harm to custom-
ers, their attorneys said in sep-
arate statements.

Thousands of individuals
and businesses have filed
claims against Zadeh Kicks, in-
cluding one creditor that re-
ported being owed roughly $15
million plus interest, according
to documents filed by the

court-appointed receiver. The
company had 23,000 custom-
ers, the affidavit said, and un-
filled orders went back as far
back as 2018, according to for-
mer customers.

“The Zadeh Kicks thing was
the big hit that kind of wiped a
lot of people,” said Minnat
Azad, a sneaker reseller from
Boca Raton, Fla. He said, he or-
dered 100 pairs of Air Jordan 11
“Jubilee” sneakers in October
2020. Even though he got just
50 pairs, he said, he made a
profit reselling them.

It was the easiest money he
had ever made, Mr. Azad said.
“This guy is better than the
S&P 500,” he recalled thinking
about Mr. Malekzadeh.

It was such a good invest-
ment opportunity that he paid
$100,000 for another 400 or so
pairs of other sneakers. None
came, he said.

First steps

Mr. Malekzadeh was born in
Eugene, where Nike also took
its first steps. In 2010, he
worked for a Nike store in the
Portland area and was fired for
reselling items that he was
buying with an employee dis-
count, according to people fa-
miliar with the matter.

In 2013, the same year Mr.
Malekzadeh began dating Ms.
Mockerman, he embarked on
his sneaker-reselling career, ac-
cording to the seizure warrant
affidavit. He borrowed about

$20,000 from his father, re-
cords show.

He didn’t think it was
enough. Prosecutors allege that
since 2013, the couple sent at
least 15 fraudulent loan applica-
tions to banks, using doctored
financial and bank statements
to net around $20 million in
loans.

Next, Mr. Malekzadeh built a
supply chain for in-demand
sneakers.

Resale markets have oper-
ated on the internet since the
1990s. Early on, sneaker resell-
ers sought a competitive ad-
vantage through insider knowl-
edge about inventories and
securing pairs through connec-
tions at retail stores.

Buying online eventually ri-
valed the practice of waiting in
line at retail stores on the day a
highly sought sneaker went on
sale.

Images of high-end fashion
designers and celebrities in
limited-edition shoes flooded
social media, elevating sneak-
ers to markers of wealth and
prestige. Retail demand soared
and expanded the secondary
market, where people buy and
resell items through eBay and

newer platforms such as
StockX and Goat.
Nike made $29 billion in rev-

enue from Nike- and Jordan-
branded footwear in the year
ended in May.

Buying limited-run sneakers
by computer at first gave buy-
ers a fair shot at getting a pair

when sales opened, a moment
known as a drop. Some models
sell out in less than a minute.

Resellers pay thousands of
dollars for software to push
them ahead of other online
buyers and, at times, to place
larger-than-allowed orders.

Mr. Malekzadeh initially re-
lied on deals with store manag-
ers at authorized retailers
around the country to buy in
bulk before sneakers hit store
shelves, according to people fa-
miliar with that issue.

As supply pipelines began to
close in the Covid-19 pandemic,
Mr. Malekzadeh turned to buy-
ing items in large quantities
primarily through StockX, pay-
ing for many in-demand sneak-
ers at a significant markup,
these people said.

A spokeswoman for StockX
said that “no single buyer has
ever represented more than 1%
of our overall trade volume in a
given year.”

High jump

2019 was a landmark year
for the sneaker market. StockX
secured a private market valua-
tion of more than $1 billion. So-
theby’s sold a worn-and-torn
pair of one of Nike’s first de-
signs for $150,000 during its
first-ever sneaker auction.
Nike’s Jordan brand also re-
corded its first billion-dollar
quarter in sales.

Zadeh Kicks sales also were
on the rise, especially among

Above, a pair of limited edition Jordan 1 Retro High Dior
displayed at the Got Sole Sneaker Convention in Miami in June.
Left, Arnav Kamra with pairs of Nike- and Jordan-brand shoes.

other resellers. Some of them
posted photos showing bulk or-
ders from the company. Others
gave shout-outs for the seem-
ingly unbelievable deals they
got. Mr. Malekzadeh left his
signs of success across social
media, giving the impression
that anybody could make a
buck reselling sneakers.

For years, the company had
accepted money from custom-
ers preordering Air Jordans,
according to its now-deleted
website. As demand increased,
so did customer wait times and
cancellation fees. Customers
were charged a 20% fee if they
canceled a preorder, according
to policies shown on the web-
site. Later, it was 50%.

Refund rules also changed.
In 2018, the company told cus-
tomers they had to wait as long
as 10 months past their order
date to cancel without penalty.
Instead of cash refunds to ev-
ery customer, Mr. Malekzadeh
offered store credits and gift
cards.

Damian Ortiz, of Oakland,
Calif., estimated he lost about
$14,000 in unfulfilled orders.
He broke even overall doing
business with Zadeh Kicks, he
said, taking into account his
earlier profits.

Missed shot

As luxury sneakers became
more popular, the limited re-
leases had the potential for
hefty resale profits, especially if
the shoes were a collaboration
between a brand like Nike and
a well-known fashion designer
such as the late Virgil Abloh or
rapper Travis Scott.

Some sneakers fail to match
the hype, and investors lose
money. Other times, sneakers
drop in value because a shoe
company decides to restock the
model, killing the lure of exclu-
sivity.

Indiana University finance
major Arnav Kamra learned
about the market’s ups and
downs firsthand. He started re-
selling sneakers in 2020, as a
15-year-old high-school sopho-
more in Cary, N.C.

One deal in particular caught
the teen’s attention. Zadeh

Kicks was selling pairs of Air
Jordan 1s that Nike released in
collaboration with Mr. Scott for
$590. The white leather and
brown suede high-tops fetched
about $2,000 in the resale mar-
ket.

“The ROI was simply in-
sane,” Mr. Kamra said, and he
paid Zadeh Kicks close to
$18,000 in various orders.

Mr. Kamra said that two
days before his 18th birthday in
May, he got an email from Za-
deh Kicks. He was expecting a
new, unbelievable deal from Mr.
Malekzadeh. Instead, he said, it
announced that Zadeh Kicks
had been dissolved and no
more orders would be filled, in-
cluding his.

Mr. Kamra said he was still
reselling but has turned his fo-
cus to schoolwork.

Early this year, Ms. Mocker-
man learned more details than
she had previously known
about significant discrepancies
between the amount of money
coming in and orders being
filled, according to people fa-
miliar with that.

After some Zadeh Kicks buy-
ers made threats about unfilled
orders, Mr. Malekzadeh and Ms.
Mockerman started fearing for
their safety, according to peo-
ple familiar with the situation.
The couple sought help from
lawyers who directed them to
authorities, the people said. In
May, Mr. Malekzadeh peti-
tioned to dissolve his company.

Nike representatives have
since been working with the
court-appointed receiver and
law enforcement, evaluating
the remaining inventory in the
Zadeh Kicks warehouse, accord-
ing to reports filed by the re-
ceiver. A spokeswoman for Nike
declined to comment.

Mr. Malekzadeh’s assets are
being liquidated to cover debts.
Close to 60,000 pairs of shoes
were found at the company
warehouse. The receiver said it
had fielded inquiries from cus-
tomers seeking a share of the
remaining inventory: some
48,000 pairs of Nike shoes,
close to 8,500 Adidas and
about 1100 pairs in Mr.
Malekzadeh’s personal collec-
tion.

Time’s Up
For Clock
Changes

Continued fromPage One

he has slept better since mak-
ing the switch four years ago.
“I just need to remember which
one to look at when I have an
appointment,” he
says.

Jay Pea, a retired
software developer
and amateur astrono-
mer, says he moved
to Arizona this year
in part because it, like
Hawaii, opts out of
daylight time and
keeps the same hours
year-round. “I'm re-
ally pleased with my-
self that every clock
is on standard time,” he says.

In Barcelona, government of-
ficials and sleep experts from
across the world gathered last
month to make the case for do-
ing away with daylight-saving
time, which allows for extra
sunlight on summer evenings.

Watch out

They argue that what they call
solar or natural time more
closely aligns with the sun,
which they say is better for
physical and mental health.
“If an extraterrestrial was to
visit us, they would be sur-
prised that our time zones
aren’t geographic but based on
political convention,” says one
of the speakers, Diego Go-
lombek, an Argentine biologist
who has researched how sleep
patterns and the body’s circa-
dian rhythms influence health.
Opinion polls
across the U.S. and
Europe show that
many people would
like to dump the cus-
tom of springing for-
ward and falling back.
Researchers have
found the changes
disrupt sleep pat-
terns, leading to a
higher incidence of
heart attacks, strokes
and car accidents.
The U.S. Senate this year
backed legislation that, if made
law, would lock the clock and
set the U.S. on daylight time,
unless states choose to opt out
and use standard time instead.
It wasn’t until World War I
that countries began moving

the clocks forward in an at-
tempt to save on evening light-
ing bills at munitions factories.
Germany was first, followed by
Britain and the U.S.

Things get even more com-
plicated in Spain, where many
complain that they’ve been in
the wrong time zone since
World War II, when the dicta-
tor Francisco Franco moved the
clocks forward an hour to im-
press Hitler.

Studies show that Spaniards
now tend to sleep almost an
hour less each night than other
Europeans, dining and often go-
ing to bed much later. Those
who can get away with it try to
snooze in the afternoons.

“When the cooking show
‘MasterChef’ is on TV here, it
goes on until 1 a.m.,” says Ari-
adna Giiell, a public-policy con-
sultant who helped organize
the Barcelona conference.

“It’s even worse in the sum-
mer,” says another participant,
Ticia Luengo Hendriks, who
grew up in Spain. She now lives
in the Netherlands, and says
daylight-saving time throws
her town two hours off its nat-
ural time zone. Her three chil-
dren go to a school where they
can start at 10 a.m. to cope.

A number of countries have
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Jay Pea has campaigned to stick to standard time.

already given up daylight time,
including Turkey, Iran and Rus-
sia. Mexico is about to do the
same. The European Union in
2019 suggested member states
pick a time and stick to it.
Scott Yates, an entrepreneur
from Denver, has been cam-
paigning to fix the time in the
U.S. since his wife got tired of
him whining about the semian-
nual clock changes and chal-
lenged him to do something

about it instead. It was a bit of
a lark at first, he recalls. “The
comedy is rooted in the human
need to control the thing which
we have absolutely no control
over, which is the march of
time,” he says.

After crisscrossing the coun-
try to testify at state legisla-
tures, he senses many lawmak-
ers are ready to set the clock at
daylight time, encouraged by
golf enthusiasts, who would

JAY PEA

welcome an extra hour’s play
on winter afternoons, and
safety campaigners, who say it
can reduce crime and traffic ac-
cidents in the evenings.

Mr. Pea in Arizona thinks
they have it backward. He
founded a group called Save
Standard Time and has crossed
paths with Mr. Yates at various
hearings. Like Mr. Pavone and
other campaigners, he says ad-
vances in sleep science have
shown that humans function
better when they are more in
sync with the rise and fall of
the sun. In permanent daylight
time, the sun wouldn’t rise un-
til around 8:20 a.m. in New
York City in January, with sun-
set at 5:40 p.m.

He notes how President
Richard Nixon tried permanent
daylight time during the 1970s
energy crisis, thinking it would
reduce demand for power. It
lasted eight months, withdrawn
after parents objected to send-
ing their children to school in
the dark.

Mr. Pea has found an unex-
pected problem now that his
clocks stay the same year-
round. “For years I've been
subtracting an hour in the sum-
mer,” he says. “Now I have to
remember, ‘Oh, it’s real.” ”
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By LINDSEY ADLER

Philadelphia
ustin Verlander stands as
an old-school ace in a new-
school game, but even the
39-year-old right hander’s
first World Series victory

on Thursday reflected the modern
reality of what is considered suc-
cess for today’s starting pitchers.

Verlander threw five innings of
one-run ball against the Phillies in
the Astros’ 3-2 win in Philadelphia
in Game 5 of the World Series be-
fore being exchanged for a parade
of four relievers who sealed Hous-
ton’s win.

“In the past, the discussion
around taking him out after five
innings probably would have had
some back and forth and choice
words on his part,” said Astros
pitching coach Joshua Miller. “But
Justin’s been really good this year
in having a realistic viewpoint on
the volume of his workload.”

The victory pushed the series to
3-2, with Game 6 and a potential
Game 7 scheduled upon the teams’
return to Houston this weekend. It
was Verlander’s ninth start in a
World Series game, dating back to
2006, and the first in which he
earned a win.

The three games in Philadelphia
served as a showcase for how
thoroughly data analytics have
changed baseball in recent years.
The Phillies 7-0 win in Game 3,
powered by five home runs, was a
model of the swing-for-the-fences
offensive mentality that has over-
taken the game, thanks to the
data-driven conclusion that it is
the most efficient way to score
runs.

Then came Game 4, when Hous-
ton starter Cristian Javier threw
six brilliant, no-hit innings—and
then yielded without protest, after
97 pitches, to three relievers who
completed only the second no-hit-
ter in World Series history. The
combined no-hitter seemed to
slam the door on any lingering no-
tion that today’s managers might
overlook what the data says to al-
low their starter to chase the glory
of one of the game’s great per-
sonal achievements.

Astros manager Dusty Baker’s
96-pitch hook for Verlander on
Thursday indicated a feeling of ur-
gency for the situation, and a need
to capitalize on the slim lead the
team had in the middle innings of
Game 5. It stood in contrast with
Baker’s mistake when Verlander
pitched in Game 1 in Houston. He
stuck with the ace for too long and
allowed him to give up five runs in
five innings to give away what had
to that point been a five-run lead
for the Astros.

“He emptied the tank early and
his pitch count got high, but that
was as far as we thought we
should take him,” Baker said of
Verlander after Game 5. The result
was both contemporary and classic
in its nature. Five innings for the
veteran right-hander—a long
enough leash to get him the win,
but short enough to use the As-
tros’ bullpen to secure the win.

“I can say I got one,” Verlander
said of the win. “My boys, my
teammates, my family, they gave
me the rookie treatment after the

o Houston'Asfros pltcher Justln Verander threw f ive
-~ innings of one-run ball agamst the Philadelphia
Phillies in Game 5 of the World Series on Thursday.

A World Serles That Showcases
How Decisions Are Made in Data Era

This year’s playoffs have shown today’s managers generally do what the numbers dictate

game. They put me in the cart and
rolled me in the shower and just
dowsed me with all sorts of stuff,
and it was one of the best feelings
in my career.”

The waning relevance of the
pitching win as a statistic coin-
cides with the evolution in the way
starters are managed in the con-
temporary game. Influence and
control over a game has shifted
over the last decade—from the
hands of a few skilled starters to
the arms of high-velocity relievers
who can provide a procession of
shutdown innings in the deep in-
nings of a ballgame.

Astros up-and-comers Framber
Valdez and Javier have put up
more effective outings than Ver-
lander and fellow tenured starter
Lance McCullers Jr.

The Phillies have thus far re-
ceived two shaky starts from
Aaron Nola and resorted to an-
other modern baseball strategy in
Game 5: the “bullpen day,” in
which a string of relievers pitch
the whole game. It was an attempt
to give Zack Wheeler an extra day
of rest before his scheduled start
opposite Valdez in Game 6. In con-
trast to convention, Philadelphia’s
best opportunities to win have
come when their two best pitchers
were not on the mound. Nola has
yielded eight earned runs over

8% innings in two starts; Wheeler
allowed five runs (four earned) in
Houston in Game 2 and will pitch
for redemption in Game 6. The
Phillies bullpen has allowed just
three earned runs over 23% in-
nings in the first five games of the
series. (Houston’s has allowed two
earned runs over 18% innings.)

If the Series reaches seven
games, the two teams could go to
a starting pitching rematch of

The Houston Astros
are now one win away
from another
World Series victory.

Game 3, with McCullers lined up
for the Astros and Ranger Suarez
available for the Phillies. In that
scenario, convention would likely
be out of the question: In a true
must-win game, each manager
would feel empowered to empty
their bullpen to get the necessary
27 outs.

Wheeler and Valdez had con-
trasting starts against one another
in Game 2 of the Series, which
went the Astros’ way. Valdez
turned in the longest start in the

Series thus far, allowing just one
run over 6 innings.

Verlander’s victory coming on
the minimum number of innings
needed to secure the antiquated
win statistic was hardly notable
after Baker’s management of the
Astros’ combined no-hitter—with
Houston up five runs, he went to
the bullpen to start the seventh in-
ning instead of letting Javier face
the heart of the Phillies’ order.

“It was a situation where he
was approaching that 100 mark,”
Baker had said of Javier after
Game 4. “Before every game we
have kind of an unwritten limit on
where a guy should be in the ball-
game. His limit was a hundred
pitches and I think he was at 93,
and if we had sent him back out
there the next inning, he would
have surpassed that maybe in the
first hitter. So you don’t want to
bring a guy out of the bullpen in
that situation with a guy on base,
so I wanted a fresh arm.”

Baker faced a new dilemma with
Verlander on the mound. Baker’s
son, Darren, had told him after the
Game 1 loss that Verlander did not
have a pitching win in the World
Series despite eight attempts. This
weighed on Baker, but says did not
factor into his decision-making.
(Darren Baker, who as a toddler
bat boy for Baker’s 2002 San Fran-

cisco Giants was famously swept
out of harm’s way after wandering
into a live play during that year’s
Series, is now a minor leaguer.)

During the fifth inning of Thurs-
day night’s game, Baker watched
as Verlander allowed a loud double
to Phillies designated hitter Bryce
Harper before facing right fielder
Nick Castellanos. He saw Harper
on base with the go-ahead run at
the plate, and stuck with Ver-
lander.

“I was considering after the
Bryce double, whether Dusty was
going to leave me in there or not,”
Verlander said. “I wasn’t sure. I
was thankful for the opportunity,
and thankful to come through.”

“Who can you bring in?” Baker
asked postgame. “We’ve got a
great bullpen, but who can you
bring in that’s better than the guy
that’s out there in Verlander?”

The Astros are now one win
away from another World Series
victory, and the next two games
will come down to their execution
of their pitching plan versus that
of the Phillies.

Verlander’s victory concluded
the remaining relevance of the
starting pitcher’s prerogative in
this Series. The win is a collective
effort, with the bullpen standing
closest to the manager’s circle of
trust.

WaZw

The Dolphins drafted Laremy Tunsil with the 13th pick in 2016.

“We had a ton of picks,
picked some good players—
and now just feel we’re at a
point where we can afford to
give up a pick here and there
to pick up a player like Brad-
ley Chubb,” said Chris Grier,
the team’s general manager.

The next most important
thing the Dolphins did after
drafting Tunsil was trade him.
In 2019, after he had devel-

The Deals That Boosted the Dolphins

an exorbitant price to move
up and get a quarterback. The
Dolphins happily accepted
when the San Francisco 49ers
offered three first rounders to
leap into the top three and
select Trey Lance.

The deal has paid fantastic
profits for Miami. With the
No. 12 pick the Dolphins got
from San Francisco, Grier cre-
ated a package to move up to
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oped into one of the NFL’s
premier tackles, they sent him
to the Houston Texans in a
deal that brought back two
first-round picks.

After the Texans finished
4-12 in 2020, Miami reaped an
incredible bounty: One of the
picks they received became
the third overall selection in
the 2021 draft. But the Dol-
phins didn’t hold onto that
pick. They had drafted Tua Ta-
govailoa a year earlier, and an-
other team was willing to pay

No. 6 and get Waddle, a star
receiver out of Alabama.
Waddle set the rookie record
for receptions last season.
He’s fourth in the NFL in re-
ceiving yards this year.

A year later, Grier traded
away another of the firsts he
got from the Niners. That
pick brought back Tyreek Hill,
the speedy receiver from the
Kansas City Chiefs. Entering
this week, Hill leads the en-
tire NFL in receiving—by
nearly 200 yards.

L |

BILL STREICHER/USA TODAY SPORTS
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Utah’s Senate Race Gets Personal

By Faith Bottum

Salt Lake City

f the 235,000 registered

Democrats in Utah joined

with the 480,000 unaffili-

ated voters and 93,000

members of minor parties,
they still wouldn’t outnumber the
state’s 880,000 registered Republi-
cans. Utah was turning into a one-
party state even before the Reagan
revolution in 1980. Republicans
have won every election for gover-
nor since 1982 and for U.S. sena-
tor since 1970.

Evan McMullin, a former Re-
publican running for Senate as an
independent, wants to change
that. Once the Democratic Party
decided this spring to back Mr.
McMullin in lieu of putting up its
own nominee, this year’s Senate
race in Utah boiled down to a
numbers game: Do Democrats,
centrist and left-leaning indepen-
dents, and anti-Trump Republicans
add up to more than the populist,
conservative and partisan Republi-
cans committed to two-term in-
cumbent Sen. Mike Lee?

Trump is the main issue
that divides Sen. Mike Lee
and Evan McMullin, his
challenger. The campaign
is unsurprisingly nasty.

The 2016 election makes such an
outcome look possible. Mr. Lee was
easily re-elected that year, but Mr.
McMullin ran for president as an
anti-Trump independent. Although
Mr. Trump carried Utah, he re-
ceived only 45.5% of the vote. Hil-
lary Clinton and Mr. McMullin
combined for 49%, with the bal-
ance going to minor-party candi-
dates. The 2020 results proved less
promising: Mr. Trump beat Joe Bi-
den by more than 20 points.

“I’'m running because our poli-
tics are broken and our country’s
coming apart,” Mr. McMullin said
in an interview. For his part, Mr.
Lee insisted, “From the time I was
10 years old, I’ve been a student
of the Constitution, and whether
voters agree with me or not”

about any particular issue, “they
know that I know the Constitu-
tion.” He added that his “sole pur-
pose is to keep the federal govern-
ment in its lane.”

Missing in the race is much pol-
icy difference. “As I travel the
state, I hear about three issues
more than all others combined,”
Mr. Lee said. “The top one is infla-
tion, and the second one is infla-
tion. And the third one is also in-
flation. . . . Inflation has hit Utah
especially hard.” Mr. McMullin
makes the same point: “Economic
issues are really the most impor-
tant. We’re experiencing inflation
in Utah that’s worse than most
other states.”

On abortion, gun control, stu-
dent-debt repayment and even im-
migration, the candidates’ de-
clared positions are similar. To get
to any meaningful differences in
policy, voters have to move deep
into the weeds. In their only de-
bate, in Orem on Oct. 17, Messrs.
Lee and McMullin agreed that
pharmaceutical prices are too
high. They disagreed only about
the mechanism for forcing them
down. Mr. Lee wants to legalize
imports of price-controlled drugs,
while Mr. McMullin wants the gov-
ernment to negotiate prices with
manufacturers.

The candidates want the elec-
tion to be about vague political
stereotypes—Mr. Lee as a Trump-
ian insurrectionist and Mr. McMul-
lin as a Biden-loving wolf in con-
servative clothing. “Lee walks
around with his little pocket Con-
stitution next to his heart,” Robert
Bishop, a Utah tech executive,
griped, “but he trampled it under
his feet when he was involved in
discussions of how to overturn the
election.” Jenny Wilson, mayor of
Salt Lake County and one of the
few elected Democrats in the
state, insisted that ordinary
Utahns don’t identify with Mr.
Trump, but “Republican political
leaders, ones that are active in the
political space, including Lee, mi-
grated to him.”

Mr. McMullin has pushed this
line, accusing Mr. Lee during their
debate of “the most egregious be-
trayal of our nation’s Constitution
in its history by a U.S. senator”
for texts he sent to Mr. Trump’s
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Evan McMullin and Sen. Mike Lee at their lone debate Oct. 17.

chief of staff about legal ways to
overturn the 2020 election results.
Mitt Romney, Utah’s other senator,
gave only the tepid comment, “I
don’t think Mr. Lee has done any-
thing illegal,” and has refused to
endorse either candidate.

As for Mr. McMullin, he says if
elected he wouldn’t caucus with
either party, but his opponents’
supporters don’t believe it. Trent
Christensen, CEO of a local ven-
ture-capital firm, said Mr. McMul-
lin “would absolutely lean Demo-
crat, 100% lean Democrat. . . . The
only times that McMullin has
shown up has been to play the
foil to a Republican.” Jeff Jen-
nings, a St. George broadcasting
executive, insisted Mr. McMullin
is “really just a Democrat.” Mr.
Lee himself said: “If it walks like
a duck, if it quacks like a duck, if
it has wet feet like a duck, in this
case, it’s a Democrat. He’s a Dem-
ocrat, just without the D after his
name.”

The candidates’ biographies are
similar. Both are members of the
Church of Jesus Christ of Latter-
day Saints; both went to Brigham
Young University, the Mormon
school in Provo; both served two-
year foreign-language missions for
the LDS church as young men.

Mr. McMullin went on to be a
CIA operations officer before es-
tablishing himself as a respected
analyst for conservatives, serving
the House Republican Conference
as chief policy director.

Mr. Lee comes from an old Re-
publican family. His father, Rex
Lee, was President Reagan’s solici-
tor general and founding dean of
the law school at BYU. Mike Lee
clerked for Judge Samuel Alito on
the Third U.S. Circuit Court of Ap-
peals and returned to clerk for a
year when Justice Alito joined the
Supreme Court. Before election to
the Senate in 2010, he served as
an assistant U.S. attorney in Salt
Lake City and general counsel to
then-Gov. Jon Huntsman Jr. (Mr.
Huntsman has endorsed Mr. Lee in
the current election.)

oth men initially opposed

Mr. Trump’s candidacy—Mr.

Lee endorsed Sen. Ted Cruz
in March 2016. But while Mr. Lee
made his peace with the future
president, Mr. McMullin quit the
party and ran as an independent,
attempting to be a spoiler. In the
end he received 21.5% of the vote
in Utah and he appeared on the
ballot in only 11 states, collecting
barely 0.5% nationwide. He en-
dorsed Mr. Biden in 2020.

There has been much specula-
tion about Mr. McMullin’s declara-
tion that he will caucus with nei-
ther party in the Senate. Mr. Lee
said Mr. McMullin “would end up
affiliating with the Democrats, be-
cause before long he would realize
that he couldn’t get a committee
assignment.” An old Senate rule
seems to guarantee him two as-
signments on major committees,

but no one is sure how the rule
works, and, in any case, two com-
mittees is far from the 12 commit-
tees and subcommittees that the
two parties typically assign to
senators.

Attack ads are a flashpoint in
the campaign. This spring Mr. Mc-
Mullin’s campaign put out an ad
lambasting Mr. Lee as someone
who was “in on the scheme” to
overturn the 2020 election. In
September, Club for Growth Action
put out an ad featuring a clip of
Mr. McMullin saying, “The Repub-
lican base is racist.” The full quote
was, “There is an element of the
Republican base that is racist.” Mr.
McMullin has filed a lawsuit alleg-
ing that the elision is defamatory.

The utility of such ads is un-
clear in the heavily Mormon Bee-
hive State. Utahns are almost ag-
gressively wholesome, and they
recoil when asked about attack
ads. They “just make me feel like
neither of them are really great
candidates,” said Alexander Jack-
son, an architect from Provo.
“Utah has its quirks, but it’s a
nice state,” added Lake Hale, a re-
spiratory-therapy assistant, and
this kind of ad “turns voters off a
little bit.”

But given that the two candi-
dates’ main difference is their atti-
tude toward Mr. Trump, the cam-
paign was probably bound to be
personal. Will Utah’s voters accept
the caricature of Mike Lee, a dis-
tinguished lawyer from a distin-
guished legal family, as an obedi-
ent Trump stooge? Will they
accept the caricature of Evan Mc-
Mullin, a sophisticated CIA opera-
tive and senior policy analyst, as a
secret Democrat who will abandon
every conservative principle he
claims to hold?

After summer and early fall
polling that showed Mr. McMullin
within 3 to 5 points of Mr. Lee,
the incumbent seems to be pulling
away. Mr. Lee was up 10 points in
a late October poll by Emerson
University. Voters seem to be
sticking with the Republican
Party—and the man they elected
to the Senate 12 years ago.

Ms. Bottum is an assistant edi-
torial features editor at the Jour-
nal.

A Red Wave Could Reach Southern California

Irvine, Calif.
Author Wallace
Stegner once ob-
served that Califor-
nia is like the rest of
: America, only more
so. California Re-

CROSS .
COUNTRY Publicans are bene-
By Allysia fiting from the same
F;!)nle ’ forces propelling the

Y GOP  nationwide,

only more so. Demo-
cratic vulnerabilities, namely high
gasoline prices and rising crime, are
more pronounced in the Golden
State than they are elsewhere.

A decade ago, Republicans held
19 of California’s 53 House districts.
A Democratic offensive into GOP
strongholds in Southern California
suburbs and the rural Central Valley
reduced the GOP to 11 seats. Repub-
licans in 2020 won back four House
seats that they’d lost in the 2018
midterms, but California’s redrawn
Congressional map was expected to
make these seats challenging to
hold. Now the political winds have
shifted and the GOP’s odds of hold-
ing those seats, and possibly pick-
ing up four others, have improved
considerably.

The race with the greatest sym-
bolic importance is the face-off be-
tween two-term progressive Rep.
Katie Porter and Republican chal-
lenger Scott Baugh to represent the
47th Congressional District. The dis-
trict sweeps Orange County’s coast-
line but is centered on Irvine, a

heavily Asian-American city of
planned communities with well-
manicured neighborhoods, parks and
shopping centers. Voters here worry
about rising crime and public disor-
der. Homeless people have begun
turning up in front of stores and on
walking trails.

Ms. Porter is an Elizabeth Warren
protégée. Like her mentor, she has
developed a following on the left by
lambasting CEOs in hearings, which
has helped her raise $22.5 million
this election cycle. Mr. Baugh is a
former state assemblyman who
doesn’t have much campaign money
or a compelling biography. But Ms.
Porter’s unique vulnerabilities have
made the race competitive.

She won election in 2018 amid an
anti-Trump wave by campaigning
against the GOP tax reform’s $10,000
cap on the state-and-local tax deduc-
tion. But unlike colleagues from New
York and New Jersey, Ms. Porter
never put up much of a fight in Con-
gress over SALT. In recent weeks,
she has tried to rewrite history with
ads touting her work “protecting Or-
ange County taxpayers” by opposing
earmarks and sponsoring a bill mak-
ing it illegal to sell gasoline at “an
excessive and exploitative price” if
the president declares an energy
emergency. Earmarks in Congress’s
spending bills have passed despite
her opposition and her “price goug-
ing” bill never had any chance of
passing the Senate.

Lately Ms. Porter’s campaign has

been taking flak for a series of July
2021 text messages in which she be-
rated Irvine Mayor Farrah Khan af-
ter a rowdy outdoor town hall. As
reported by Fox News Digital, when
Irvine cops arrested a male friend of
the congresswoman for allegedly
punching a protester, Ms. Porter tex-
ted the mayor, “Your police force is
a disgrace.” A spokesperson said Ms.
Porter was upset because the event
had been “hijacked by extremists.”

Katie Porter and other
Democrats lose their grip
on Asian-American and
Hispanic voters.
|

Democrats have a slender voter-
registration advantage in the 47th
District, and it’s evident from Ms.
Porter’s frantic emails in recent
weeks that she thinks the race will
come down to turnout. Strong Dem-
ocratic turnout helped catapult her
and her direct Democratic neighbor
to the south, Rep. Mike Levin, into
office. Low turnout this year could
as easily sweep them out.

Like Ms. Porter, Mr. Levin is an
unabashed progressive who de-
scribes himself on Twitter as a
“clean energy advocate.” His prob-
lem is that he doesn’t know how to
do anything other than advocate.
“How we wean ourselves off of that

is not to double down on the dirty-
energy policies of the past. It’s not
to spread misinformation or disin-
formation about the transition to
cleaner energy, but it’s to actually
embrace a more sustainable future,”
he told seniors at a recent event.

Mr. Levin portrays his GOP oppo-
nent, Brian Maryott, as an extremist.
But Mr. Maryott favors an all-of-the-
above energy policy including frack-
ing and renewables. Barack Obama
embraced this strategy not long ago.
Now most Democrats support a
green-energy-only strategy, which in
California has led to the nation’s
highest energy prices. This explains
why Democrats are in danger of los-
ing contests in which they had been
heavily favored in coastal Ventura
County and the Central Valley.

Hispanics make up a large share
of the Central Valley’s redrawn 13th
District, where Democrats have a 14-
point voter-registration advantage.
No incumbent is running for the
seat, yet Democratic state Assembly-
man Adam Gray has found himself in
an unexpectedly tight race with Re-
publican businessman John Duarte.
A big reason is Mr. Gray’s 2017 vote
to raise the state’s gasoline tax,
which has hit the district’s working-
class Hispanics hard. Earlier this
year he tried to compensate for his
vote by sponsoring a bill to suspend
the tax. But after Democratic leaders
lobbied against it, Mr. Gray declined
to join Republicans in a vote to ad-
vance his own bill.

In Ventura County, Democratic
Rep. Julia Brownley was first elected
in 2012 and cruised to a fifth term
two years ago with a 20 point-mar-
gin. While Democrats have a 15-
point registration advantage in her
district, Ms. Brownley is struggling
to fend off a challenge from Republi-
can Matt Jacobs, whom she has re-
fused to debate in person. Like many
Democrats facing tough re-election
fights, she has tried to change the
focus from inflation and gasoline
prices to abortion. This isn’t a win-
ning issue among Hispanics who
make up 45% of the county and tend
to be culturally conservative. Ms.
Brownley’s focus on abortion this
summer, when gasoline prices aver-
aged more than $6 a gallon, rein-
forced Republican portrayals of her
as out of touch.

This is a nationwide problem for
Democrats, but it’s particularly acute
in California, where elite liberals live
in an echo chamber. With middle-
class Americans hurting economi-
cally, Democrats appear preoccupied
by cultural obsessions like climate
and abortion. They don’t want to
talk about issues paining middle-
class Americans, and when they do,
they offer unserious solutions. If
Democrats lose House seats in Cali-
fornia on Nov. 8, it will be because
they have lost touch with economic
reality and mainstream voters.

Ms. Finley is a Journal columnist
and editorial board member.

Prison-Labor Bans Are About Unions More Than ‘Slavery’

By Chandra Bozelko

worked in York Correctional
Institution’s kitchen for five
years. I earned 75 cents a day
for the first year, then got a raise
to $1.75 a day. That job is the rea-
son I'm alive. The work was menial,
but it provided physical and mental
escape from the Connecticut prison
cell where I was serving a sentence
for larceny, identity theft and im-
proper use of a credit card.

A movement against prison labor
seems to be gaining ground. The
13th Amendment outlawed slavery
and involuntary servitude, “except
as a punishment for crime whereof
the party shall have been duly con-
victed.” The constitutions of 19
states have similar language. On
Tuesday voters in five of them—Al-
abama, Louisiana, Oregon, Tennes-
see and Vermont—will decide
whether to rewrite their charters to

abolish that exception.

Colorado voters led the way by
passing a similar ballot measure
in 2018; Nebraska and Utah fol-
lowed in 2020. So far these mea-
sures have had no effect on the
state’s prison-labor programs, al-
though litigation is pending
against Colorado’s. If it succeeds,
the state may have to pay prison-
ers minimum wage if they work at
all.

But voters should pay attention
to who would benefit from this al-
leged reform to prison labor. It
isn’t the inmates. According to a
report from the American Civil Lib-
erties Union, two-thirds of state
and federal inmates work and
would descend into idleness if
courts hold that the new state con-
stitutions require them to be paid.
The California Legislature refused
to strike the language from its con-
stitution earlier this year because

lawmakers feared that doing so
would eventually require the state
to pay 65,000 inmates the minimum
wage.

Some 80% of prison labor isn’t
performed under contract to pri-
vate companies; it’s maintenance
work for the facilities themselves.

What I learned working in
the correctional kitchen
for 75 cents a day.

If prisons have to pay minimum
wage, they will hire more workers
who aren’t incarcerated—employees
who can be organized into unions.
The U.S. Supreme Court has held
that inmates can form unions but
wardens have far more discretion
to bust them than do employers on
the outside.

Prison labor has been controver-
sial since President Franklin D.
Roosevelt formalized it in 1934, but
not always because of the 13th
Amendment. Unions took issue with
what they viewed as unfair low-
wage competition for their mem-
bers and prospective members. The
National Center for Policy Analysis
reports that organized labor has
closed down prison industries in
Arizona, Illinois, Ohio and Texas.

Historically, sympathy for incar-
cerated workers has heightened
when the community around a
prison started losing money. In 1879
in Galveston, Texas, townspeople
showed little concern for prisoners’s
well-being until the prison stopped
purchasing goods from local suppli-
ers; then concerns surfaced that in-
mates were being abused. In 1891
union miners freed the incarcerated
laborers working for the Knoxville
Iron Co.—only to force the mine to

rehire union members.

It may seem unfair to give jobs
to prisoners when law-abiding citi-
zens are out of work, but this argu-
ment is less compelling at a time
like now, when employers are des-
perate to hire.

The constitutional language that
seems to authorize slavery as pun-
ishment is embarrassing, but pris-
oners aren’t really enslaved—
they’re not treated as legal
property of the state or anyone
else. And work experience is a cru-
cial element to rehabilitation. Utah
and Colorado both employ incarcer-
ated inmates in work assignments
outside prison to ease tight labor
markets. My humble job in the
prison kitchen helped prepare me
for life on the outside.

Ms. Bozelko is a columnist for
the National Memo and author of
the blog Prison Diaries.
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Trump Misses the Pa. Voting Problem

point on election integrity. “Here we go

again! Rigged Election!” he wrote Tues-
day. Mr. Trump was referring
to a claim on the internet that
Pennsylvania has 250,000 mail
ballots that lack verification of
the voter’s identity. Not really,
officials say. Pennsylvania does
have a voting issue, but it’s not
the one Mr. Trump’s cites.

Coincidentally also Tuesday, Pennsylvania’s
Supreme Court deadlocked 3-3 on whether mail
ballots are valid if voters neglected to date them
by hand. In 2020 there were about 8,300 un-
dated ballots in Philadelphia alone, the Associ-
ated Press says. For now, the Justices ordered
that such ballots be kept separate, which is the
right call. But things could get ugly if Republican
Mehmet Oz wins the Senate race by a whisker
over Democrat John Fetterman.

Registered Democrats account for about 70%
of the mail ballots returned in Pennsylvania so
far. That means the undated ones will probably
break for Mr. Fetterman, who could sue to de-
mand that they be tallied. This might reach the
U.S. Supreme Court, with the loser crying that
he was cheated.

* * *

Mr. Trump’s claim about those 250,000 mail
ballots is grounded in a letter that a group of
state lawmakers recently sent to the Pennsylva-
nia State Department, raising concerns about
how mail votes are tracked and verified. Yet local
election authorities say nothing is amiss. “It is
business as usual and the legislators who wrote
the letter totally misunderstood how the system
works,” says Seth Bluestein, a Republican city
commissioner in Philadelphia.

When requesting a mail ballot in Pennsylva-
nia, a voter is asked to provide a state ID number
or the last four digits of a Social Security num-
ber. Sometimes this information can’t be veri-
fied, maybe because the voter simply misread
a digit when copying it down. Even if verification
fails, the law says registered voters should be
sent a mail ballot, with a notice saying it won’t
count unless ID is provided.

When unverified ballots come back, election
workers set them aside. Chester County says it
“prevents the ballot from being counted by
blocking the return bar code.” When a worker
goes to “check in” the arriving vote, it’s flagged
as needing ID. A letter circulated by the State De-
partment adds that Pennsylvania’s voter regis-
tration system “has a hard-stop function that
will not allow a ballot from a voter without veri-
fied identification to be counted.”

According to the State Department, there are

]P resident Trump is again missing the

His claim of unverified
mail votes is flimsy. But

beware of undated ones.

“less than 7,600 ballot applications statewide
that still require voter identity verification.” Its
letter suggests other figures are misreadings of
the database. Chester County
expects fewer than 300 unver-
ified ballots out of 80,000 re-
quested.

It’s classic Trump. Someone
questions an obscure corner of
the voting system. Mr. Trump
shouts that it’s rigged, without bothering to un-
derstand the claim first. Is there any evidence
that counties aren’t checking ID? “I have no rea-
son to suspect at this juncture that they’re not
doing it,” says state Rep. Frank Ryan, the lead
signatory on the letter of concern. “We have not
seen any nefarious behavior.”

What Mr. Ryan wants is better internal con-
trols so the verification is visible. “To earn trust
you have to build trust,” he says. Fair enough.
There’s also a case for less reliance on mail bal-
lots. At the polls, it’s verify first, vote second.
Mail ballots invert that: Cast a vote today, hope
it checks out tomorrow. Even so, it’s irresponsi-
ble for Mr. Trump to yell fraud the instant he
sees something he doesn’t understand.

* * *

If Pennsylvania has a meltdown, a more likely
culprit is undated ballots. The law instructs mail
voters to “fill out, date and sign.” After the 2020
election, the state Supreme Court said dates
were required. But the swing Justice provided
a good-for-one-pandemic exception. As a result,
a disputed state legislative seat flipped from a
Republican to a Democrat.

After local elections in 2021, the question hit
the federal judiciary. The Third Circuit Court of
Appeals said a missing date was akin to a paper-
work error, so throwing out such ballots would
violate the Civil Rights Act. As a result, a dis-
puted judicial seat flipped from a Republican to
a Democrat.

In June the Supreme Court declined to block
that ruling, over three conservative dissents.
The Third Circuit’s view “is very likely wrong,”
Justice Samuel Alito wrote. “If left undisturbed,
it could well affect the outcome of the fall elec-
tions, and it would be far better for us to address
that interpretation before, rather than after, it
has that effect.” Prescient again, Sam.

Now the state Supreme Court has split 3-3.
That tie was possible because Chief Justice Max
Baer, a Democrat, died recently. What a mess. Vot-
ing should run by settled rules. For two straight
elections, Pennsylvania has put itself in the posi-
tion of having its winners potentially decided by
judges after the fact. If Democrats want to shore
up democracy, as they keep saying, they can help
stop this from happening a third time.

Crime Doesn’t Pay for Democrats

ernor in Democratic New York. But one
issue has given him a real chance: crime.
A poll this week from the Pew
Research Center underscores

|| ee Zeldin was always a longshot for Gov-

A poll shows the party is

black Americans are disproportionately the vic-
tims of the soft-on-crime approach favored by
Democratic politicians and prosectors in crime-
ridden big cities. It doesn’t
help when the White House

why it has become such an al- out of touch with black tries to pretend that Republi-
batross for Democratic candi- . cans are the ones trying to de-
dates this year. voters on the key issue.  fund the police, or when New

The poll reports a healthy —— York Gov. Kathy Hochul argues

majority of registered voters

(61%) saying violent crime is very important to
their vote, about the same as energy policy
(also 61%) but above abortion (56%), immigra-
tion (54%) and “issues around race and ethnic-
ity” (34%). As you’d expect, Republican voters
(73%) think crime is more of an issue than Dem-
ocrats (49%) do.

The kicker is the huge racial disconnect in the
Democratic Party. As Pew puts it, “Differences
by race are especially pronounced among Demo-
cratic registered voters. While 82% of Black
Democratic voters say violent crime is very im-
portant to their vote this year, only a third of
White Democratic voters say the same.”

That’s not surprising when you consider that

that claims of rising crime are
a “conspiracy” cooked up by Republican “mas-
ter manipulators” or “data deniers.” She looks
hopelessly out of touch.

Democratic pollster Stanley Greenberg is
having none of it. In an article Thursday for the
American Prospect, he says that the Democratic
Party has lost sight of “the priorities and needs
of working-class African American, Hispanic,
and Asian American voters,” not least on crime.
At this point in the election campaign, he says,
his best advice to fellow Democrats is to “speak
as little as possible or mumble” or “move as
quickly as possible to change the subject.” At
least that would be an improvement over de-
funding the police.

“The Big One Is Coming’

ussia’s invasion of Ukraine revealed the

fading power of America’s military de-

terrent, a fact that too few of our lead-
ers seem willing to admit in
public. So it is encouraging to
hear a senior flag officer ac-
knowledge the danger in a
way that we hope is the start
of a campaign to educate the
American public.

“This Ukraine crisis that we’re in right now,
this is just the warmup,” Navy Admiral Charles
Richard, commander of U.S. Strategic Command,
said this week at a conference. “The big one is
coming. And it isn’t going to be very long before
we’re going to get tested in ways that we haven’t
been tested” for “a long time.”

How bad is it? Well, the admiral said, “As I
assess our level of deterrence against China, the
ship is slowly sinking. It is sinking slowly, but
it is sinking, as fundamentally they are putting
capability in the field faster than we are.” Sink-
ing slowly is hardly a consolation. As “those
curves keep going,” it won’t matter “how good
our commanders are, or how good our horses
are—we’re not going to have enough of them.
And that is a very near-term problem.”

Note that modifier “near-term.” This is a
more urgent vulnerability than most of the po-
litical class cares to recognize.

Adm. Richard noted that America retains an
advantage in submarines—“maybe the only
true asymmetric advantage we still have”—but
even that may erode unless America picks up

A U.S. flag officer talks
candidly about the
fading U.S. deterrent.

the pace “getting our maintenance problems
fixed, getting new construction going.” Build-
ing three Virginia-class fast-attack submarines
a year would be a good place
to start.

The news last year that
China tested a hypersonic
missile that flew around the
world and landed at home
should have raised more
alarms than it did. It means China can put any
U.S. city or facility at risk and perhaps without
being detected. The fact that the test took the
U.S. by surprise and that it surpassed America’s
hypersonic capabilities makes it worse. How we
lost the hypersonic race to China and Russia
deserves hearings in Congress.

“We used to know how to move fast, and we
have lost the art of that,” the admiral added.
The military talks “about how we are going to
mitigate our assumed eventual failure” to field
new ballistic submarines, bombers or long-
range weapons, instead of flipping the question
to ask: “What’s it going to take? Is it money?
Is it people? Do you need authorities?” That’s
“how we got to the Moon by 1969.”

Educating the public about U.S. military
weaknesses runs the risk of encouraging adver-
saries to exploit them. But the greater risk to-
day is slouching ahead in blind complacency
until China invades Taiwan or takes some other
action that damages U.S. interests or allies be-
cause Bejiing thinks the U.S. can do nothing
about it.

LETTERS TO THE EDITOR

Crime, Mental Illness and New York’s Future

Regarding Peggy Noonan’s “Crime
Could Elect a Republican in New
York” (Declarations, Oct. 29): Demo-
crats have become the victims of
their own cancel culture. If they dare
break their silence and openly ac-
knowledge a problem, such as the
border, crime or energy prices, their
activists will pounce.

ANDREA EcoNnOoMOS
Hartsdale, N.Y.

Ms. Noonan’s thinking on crime
seems to match public fears of ran-
dom injury by sane or insane crimi-
nals. But she finishes by critiquing
Lee Zeldin, the Republican candidate
for governor of New York, for being
“growly and grim” during his debate
with the unelected Gov. Kathy Hochul.
Considering that in the summer Mr.
Zeldin had been attacked on stage by
a critic armed with a keychain
weapon, and that a few weeks ago his
twin daughters were at risk from bul-
lets shot into a fence beside their
home, growly and grim is more nor-
mal than purring and cheery.

DAvID BRYANT
Easton, Conn.

As a physician assistant who has
practiced in correctional facilities for

nearly 25 years, I disagree with Ms.
Noonan’s implication that the men-
tally ill are no longer institutionalized
in America. They are—in the local
jails and adult-detention centers.

Correctional facilities are by no
means an ideal location for the hous-
ing and treatment of schizophrenics
and other mentally ill patients, but
they are forced to be. At least in jail,
the mentally ill can receive a modi-
cum of care and be stabilized on their
medications. Unfortunately, many
times on release the mentally ill have
no ability for follow-on care in the
community. They discontinue their
medications, recommit various crimes
and end up back in jail.

Jails and detention centers receive
intense scrutiny when something
goes wrong and a patient is harmed.
But day after day, the seriously men-
tally ill are being cared for compas-
sionately and professionally in cor-
rectional facilities. It isn’t what it
should be, but it is what it is.

Until more resources are allocated
for community treatment of mental
illness, correctional facilities will con-
tinue to be the repository of Amer-
ica’s mentally ill.

ROBERT DRYDEN
Haymarket, Va.

Jason Gay Gets It: Fishing Isn’t About Fishing

Jason Gay’s “I Hated Fishing. Then
Fishing Changed My Life” (Review,
Oct. 29) reminds me of how fishing
was an adventure and lifetime lesson
thanks to my dad. Whether it was
fishing off the pier or ice fishing, he
always had the gear and the related
strategies ready to go. He passed that
on to me and my brother, and in turn
we passed it on to our offspring.

Dad was a man of few words who
managed to tell great stories that
connected the pursuit of rainbow
trout or northern pike with life les-
sons. He’d talk about the probability
of catching a fish depending on the
time of day, or the appropriate depth
of the hook depending on the type of
fish. Each fishing experience taught
us strategies, patience, solitude, se-
renity and the gift of time. To this
day, I have an image of Dad sitting in
the boat with his favorite fishing hat
surrounded by family and friends,
and I am grateful for the fish that
called us to that particular spot.

ANNA LAM PILLOTON
Novato, Calif.

Mr. Gay is only in the early stages
of fishing life. Like him, I learned to
love fishing with my young son. My
son wasn’t athletic but could tie
about any knot and catch fish while
adults watched slack-jawed. But little
boys grow up, move away and have
sons of their own. This left me to
find a fishing mate.

My buddy, Greg, was the perfect
fishing pal, but soon he learned he
had cancer. For seven years, he fought
the disease and fished as much as he
could. When we weren’t fishing, we
talked about fishing over many long
breakfasts. Toward the end, when he
was tired, Greg insisted we go fishing.

While others were on the boat
deck catching fish, Greg and I sat in
the salon (sitting area of an ocean
fishing boat for you landlubbers) and
talked about life, fishing and death or
just sat quietly. Greg died a few
weeks ago, and I am heartbroken.

This is the second stage of fishing:
Losing your fishing buddy. Fishing
isn’t about fishing. It is about being
with good people, whom you love. Mr.
Gay is correct: “The fish are always
out there.” I might add that fishing
buddies are not.

RicHARD WEBB
Simi Valley, Calif.

My mother taught me how to tie a
clinch knot that I still use to this day.
She taught me the different tech-
niques I could use to bait my hook
with worms or minnows. Mom is
gone now, but each time I get to dip
my line, I think of those special times
I had with her. Thank you, Mr. Gay,
for explaining the unexplainable and
giving me the joy of reliving some
great memories.

Lin HoDGES
Peachtree Corners, Ga.

An End to ‘Huge Fines for Honest Mistakes’

Travis Nix and Tyler Martinez note,
“Not every foreign bank account is a
vehicle for tax evasion, and the IRS
shouldn’t be able to impose huge fines
for honest mistakes” (“The IRS and
the Eighth Amendment,” op-ed, Nov.
2). While the Supreme Court shouldn’t
miss this opportunity to “bring some
sanity to an already-bewildering tax

Will You Trust Your Lying
Eyes or Your Common Sense?

In the mid-1960s there were many
reports of UFOs, typically near rural
bars around closing time (“UFO ‘Mys-
tery’ Shouldn’t Drag On” by Holman
Jenkins, Jr., Business World, Oct. 29).
Undergraduates at Caltech decided to
build their own UFO, a weather bal-
loon with four rotating lights, to see
what would be reported.

It was astonishing. Staff at a
nearby observatory reported “four
UFOs chasing each other end-over-
end.” Residents reported UFOs that
“played music” or “emitted a strange
perfume.” One person wanted to sue
Caltech for “trying to set his house on
fire.” Not everyone is a good observer.

Here in Nevada, some believe that
the government keeps captured aliens
in the desert. This is encouraged by
people who promote tourism.

BoB PARKER
Galena Forest, Nev.

In the Nature of Government

Before we spend $80 billion to hire
87,000 IRS agents (“Elect the GOP to
Keep IRS Auditors From Knocking on
Your Door” by John Thune, op-ed,
Nov. 1), let’s upgrade the IRS computer
system. Then evaluate whether we
need more agents. Once a government
job is created, it never goes away.

DouG GULLING
Urbandale, Iowa

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.

code,” Congress should also take no-
tice. U.S. citizens living abroad have
voiced concerns over foreign bank ac-
count report (FBAR) requirements for
years. Much like the broader reporting
under the Bank Secrecy Act, the FBAR
requirement punishes Americans not
for engaging in criminal activity, but
for the possibility that they might be
doing so. No matter what the Supreme
Court does, it’s time for Congress to
re-evaluate the Bank Secrecy Act.
NICHOLAS ANTHONY
Cato Institute
Washington

Who’s Extreme on Abortion?

Regarding Nicholas Tomaino’s
“Michigan Republicans Show How to
Lose on Abortion” (Cross Country,
Oct. 29): Political ads in Illinois call
Republicans “too extreme for Illinois”
on abortion. One shows a woman,
from the neck down, in a hospital
gown, waiting for an abortion. If the
same image were of a more-obviously
pregnant woman, along with the tag-
line “too extreme for Illinois,” it might
depict the majority opinion better.

TERRI PANTALEO
Darien, III.

Pepper ...
And Salt
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“Rather than last quarter’s graph,
these crying emojis are easier
to look at.”
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OPINION

Your Duty Is to Take Voting Seriously

DECLARATIONS
By Peggy Noonan

illiam F. Buckley once

received a postelec-

tion letter from an el-

derly liberal saying

that she wished it
were not only the number of votes
counted but the weight and worthi-
ness of each. Surely the votes of the
thoughtful and informed should be
counted more heavily than those of
the frivolous and knee-jerk. If we did
it that way, she said, the Democrats
would have just won in a sweep and
not gone down to defeat. Buckley re-
plied that he too wished the votes of
the more knowledgeable were given
greater weight as this would ensure
conservative victories for genera-
tions. My goodness they joked
around in those days.

If you don’t care, admit it
to yourself, try to become
a better citizen, and cast

a ballot next time.
|

My modest hope as Tuesday ap-
proaches is that all ballots be cast
only after much thought. It’s almost
touching to talk this way, to want
the quality of each vote to be high,
but every time I hear “Vote!” or “If
you don’t vote you don’t get the
sticker that says you voted,” I real-
ize that the pressure to vote is high,
especially among the young. We say
that voting is our right and duty
and it certainly is our right, en-
shrined in that old Constitution, but
our duty is to take a serious interest
in our country, state and city, and
be part of an informed citizenry.
And then vote.

Maybe you feel pressure to vote,
maybe your friends or associates
will tease or embarrass you if you
don’t, but I don’t know. If at this
point in your life, for whatever rea-
son, you don’t care that much and
haven’t bothered to learn much and
get a sense of the candidates—if in
your heart you know you’re not as
committed and informed as the

A good idea
5¥  months ago would
have been pushing
aside Russia’s gos-
samer, largely hy-
pothetical military

BUSINESS ~ pockade  of
WORLD The West finally
By Holman w. ¢ Yest lnaly
. had a chance this
Jenkins, Jr. .
week when Vladi-

mir Putin sought to
revive the illusion of a blockade in
Western minds by backing out of a
U.N.-sponsored grain-shipping agree-
ment. Result: He climbed down when
other parties decided the ships
would sail anyway.

Lesson: Pay due regard to Mr. Pu-
tin’s well-honed capacity for retreat.

Elon Musk and progressive Demo-
crats have also learned a useful les-
son lately. Nothing is more person-
ally gaseous than to be heard calling
for negotiations when the moment is
unripe.

Most interesting is the fallout
from a now-withdrawn letter by
House progressives urging negotia-
tions on the Biden administration.
Our elites aren’t as incompetent as
they seem. Ninety-nine percent of
the people in Washington know their
jobs well enough to know the letter
was a bad idea.

The same is true of House Re-
publican Leader Kevin McCarthy’s
unnecessary statement that Ukraine
won’t get a blank check, not that
anybody advocated a blank check.
Nothing in the letter or Mr. McCar-
thy’s statement needed to be said
now or at all. The episodes served
only as a signal to Mr. Putin to
keep doing what he’s doing because
it’s working—a signal that collec-
tive Washington came together to
rescind.

That said, an ugly deal still may
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Voters in Maryland, 2006

neighbors, who are always going out
to meetings and helping local
groups—then I say it would be hon-
orable to hold off and spend the next
few years studying. This would be an
act of humility. Democracies can’t
continue without at least someone
being humble.

So if you’re serious and take our
political life seriously, please go
Tuesday to the polls. And if not, ad-
mit it to yourself and try to become
a better citizen so you can vote in
good conscience next time.

May Serious Person turnout be
historically high.

I wrote last week of where I think
we’re going, and why: a very good
night for Republicans, with both
houses of Congress won and some
surprising governorships taken. The
wave we are in has been building
since the spring and summer of 2020
and the protests and riots sparked by
the killing of George Floyd. That pe-
riod has never been fully appreciated
as the time of trauma and disorder it
was, with small businesses going up
in flames and some downtowns turn-
ing into war zones. It was just about
that point the Democratic Party
made it obvious they’d gone far left
on issues of crime and punishment.
Then Afghanistan, illegal immigra-
tion, inflation and wokeness in the
schools. Those things would leave
voters turning against a ruling party,
and taking from it some of its power.
It should be remembered in all the
excitement that Congress will still
likely be close in both houses, that
neither party will have an over-
whelming majority. America is still
divided.

be coming. It may be more or less
ignominious. It may be more or less
favorable to Ukraine’s interests. To
those who fret about a wilting of
Western resolve under energy or in-
flationary pressure, one comfort will
be: No settlement now can save Mr.
Putin from being deeply underwater
on his Ukraine venture. It’s been a
debacle. Nobody envies his position,
admires his judgment or thinks his
military is competent.

An ugly deal is probably
coming but learn the right
lessons from the Cuban
missile crisis.

Joe Biden wonders what off-ramp
Mr. Putin sees for himself, as if the
Russian leader could hope to pull a
real-world rabbit out of a real-world
hat. He needs a TV rabbit and TV
hat, ones he can present back home
as a resolution, likely involving some
cosmetic concession to the Kremlin’s
varying and inconsistent claims
about how Ukraine endangers its vi-
tal interests.

Mr. Biden perplexingly also sug-
gested that any use of a nuclear
weapon must lead to Armageddon.
In reality, nobody is obliged to do
any particular thing if Russia were
to detonate a nuke in Ukraine. And
depending on the details, the right
response might be to keep on keep-
ing on. Though interpreting Mr. Bi-
den remarks is risky, he may have
sent a useful signal to Mr. Putin
that, no, detonating a nuke won’t
get you negotiations on terms you
will like.

Mr. Putin’s situation is not Hit-
ler’s; invading armies aren’t laying
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On Wednesday evening the presi-
dent made his hastily called closing
argument. It was aggressive and
sloppily divisive. Immediately at the
beginning he painted the attack on
Paul Pelosi, then went to 1/6 and
Donald Trump’s Big Lie. All these
things were and are terrible and de-
serve continued thought and atten-
tion. But Joe Biden deployed them
politically, as a dodge to keep the
mind from issues working against the
Democrats. His speeches seem tired
and pre-masticated. He never seems
to think aloud seriously or follow any
particular line of logic. He just de-
scribes things over and over in what
he thinks moving language that will
break through. It doesn’t because it
isn’t moving. The path to most hearts
is through the brain.

His strategy, I suppose, was to
light a fire under the Democratic
base. A broader strategy would have
been better: Talk to the American
people candidly, acknowledge what’s
not working, don’t treat crime and
inflation like a third rail you can’t
touch. At least say, “I hear you, the
problems you are facing are real, and
I am asking for the right to turn
them around.”

Would that have worked? No!
Nothing will work right now, it’s a
midterm and voters are mad. So just
be as constructive and realistic as
you can. There’s nothing wrong with
seeming beleaguered when you are,
or asking for help when you need it.

Here is what is coming: The dread
Democratic circular firing squad. Ev-
eryone in the party fighting about
whose fault it was.

Progressives mostly stayed off the

To End the Ukraine War, Shut Up About

waste to his country, looking to drag
him back to Stalin for interrogation
and show trial.

Ukraine understandably might
wish to see Russia transformed, bro-
ken up, subjected to a revolution—
but a Ukrainian army won’t be roll-
ing into Moscow to make it happen.

Nothing in the present scenario
points to nuclear war between su-
perpowers as much as many find it
useful to invoke the risk of nuclear
war as negotiations begin to shim-
mer in the distance.

Perhaps less than serendipitously,
a fairly conventional new history of
the Cuban missile crisis by Max Has-
tings has been landing in pundit in-
boxes. Spare a moment for last
year’s account of the same episode
by Ukrainian historian Serhii Plokhy.
It contains a fetching account of
dealings between Bobby Kennedy
and the KGB’s Yuri Barsukov in the
1960 election, which later had
Khrushchev bragging to a scientific
delegation that he elected JFK.

The book shows, with accidents
and confusion happening all around
them, the protagonists still trying to
understand each other’s political
needs as the missile crisis unfolded.
Recall that Kennedy controlled the

national trail because voters noticed
their policies were a large part of the
problem. Those policies and their
promoters will face some internal
fire. So will individual campaigns,
and faulty candidates. If, against such
odds, a Republican wins the New
York governorship for the first time
in 20 years, Democrats will accuse
the state party of complacency and
blindness.

But after a few days most of their
wrath will be turned on Mr. Biden,
first in sharp, hot not-for-attribution
quotes and then very-much-for-attri-
bution quotes. In the coming weeks
and months it will become clear the
2024 presidential cycle has begun,
and the party’s attempt to replace its
incumbent. All those Democratic Sen-
ate candidates who wouldn’t answer
the question: Do you want him to run
again? They knew what’s coming.

Final point: California Gov. Gavin
Newsom has it exactly wrong about
his party’s problem right now. He in-
sisted this week that the Democrats’
problem is they got their communi-
cations and messaging wrong.
“We’re getting crushed on narra-
tive.” No, you’re getting crushed on
facts. You’re getting crushed by un-
popular policies. The answer is to
change them, not how you talk about
them. How you communicate your
feelings about the facts isn’t the is-
sue—suburban women don’t care
about your feelings. They care about
real-world things. If you don’t un-
derstand this you won’t be able to
dig your way out.

And here a small thought on what
we are doing Tuesday, which is
choosing political leaders. Politics is
a profession, a serious one for seri-
ous people, and, for its successful
practitioners, one closer to art than
we know. Artists try to apprehend
the big picture quickly and, at the
same time, get to the heart of it. My
fear of current leaders now, many of
them, is that they came to full adult-
hood in the past 30 years, in the in-
ternet age, and are more about the
picture and the video than the book.
They are strategic but not reflective.
They don’t read. They see feeling as
more important than thinking. They
Instagram their breakfast. They go to
the gym a lot and are buff in their
skinny suits.

Those serious, thoughtful voters I
pine for? I hope those elected next
week are worthy of them.

Negotiations

war decision, with his threat of in-
vading Cuba, at a time when he
knew the U.S. possessed overwhelm-
ing nuclear superiority.

Kennedy wanted to avoid nuclear
war as much as Khrushchev did, but
still nuclear war was a more plausi-
ble option for one party than it is
for either today.

Of course, the big lacuna in deter-
rence theory is how to deter the id-
iot or, say, the leader who badly un-
derstands his own position. In ways
we may never know, Mr. Putin’s
blunder in Ukraine might even be a
lucky break for the world at a time
when Xi Jinping is seizing total
power in China and is mouthing
threats about Taiwan.

For now, the U.S. approach seems
straightforward. Provide weapons to
help Ukraine reclaim territory and
defend its airspace. Make it clear to
Ukraine’s leadership where our risk
limits lie while keeping Mr. Putin in
the dark about the same. A last
thought: If the war is still ongoing
by the 2024 election, whether or not
Donald Trump is the GOP candidate,
expect the U.S. intelligence estab-
lishment for the third time in a row
to play an oversized role in our
presidential election, mostly for ill.

Notable & Quotable: Diversity

David Lat writing at Sub-
stack.com, Nov. I:

My Asian-American cousin and
her white husband talked to an “ad-
missions consultant.” The consultant
told them that elite preschools value
“diversity.” My cousin excitedly told
the consultant that she’s from the
Philippines, her husband’s from Aus-
tralia, and their son at his tender
age had already lived in multiple
countries and been exposed to many
different cultures and languages.

“I'm sorry,” the smiling consul-
tant said to them about their white-
looking son, “but that’s not what
these schools are looking for. Your
child does not offer visual diversity.”

Visual diversity. That sad, shal-
low, hollowed-out vision of “diver-
sity” is exactly the kind of diversity
that Harvard, UNC, and other educa-
tional institutions are obsessed with.
That’s the kind of diversity these
schools are seeking by giving pluses
to applicants who “check the box.”
Checking the “Black” box doesn’t
guarantee a “Black” experience: the
descendant of former slaves, the
child of the Nigerian tycoon, and our
son Harlan have had very different
life experiences, and as a result, they

probably hold very different world-
views too. But here’s the one thing
that all three of them can reliably
deliver, thanks to their darker skin:
visual diversity.

So in the end, what Harvard and
UNC are arguing is that visual diver-
sity is a compelling state interest.
Having classrooms and admissions
brochures that look like Benetton
ads can justify resorting to racial
classifications that we have justifi-
ably banned in pretty much every
other area of American life. The idea
would be laughable if it weren’t so
wrong. . . .

Giving white applicants a prefer-
ence over Asians does make sense
once you remember that the schools
are looking for visual diversity. Hav-
ing a class that’s 43 percent Asian
American, even if those Asian-Amer-
ican students have life experiences
that are as diverse or even more di-
verse than their white peers, is ter-
rible for visual diversity. The fact
that many of us have dark hair and
dark eyes—i.e.,, we don’t have the
greater visual diversity of white
people, who have more variation in
hair and eye color as a matter of bi-
ological fact—just makes things
worse.

The Lancet’s

‘Heat Death’
Deception

By Bjorn Lomborg

s the United Nations’ annual

global climate summit, COP27,

nears, it’s important to look
with skepticism at the academic re-
ports many news outlets cite as evi-
dence supporting radical climate pol-
icies. Too often, they use highly
skewed data that seem to have been
carefully selected to support aggres-
sive environmental regulations. One
recent and much-cited Lancet report
appears deliberately deceptive.

The study offers a frightening sta-
tistic: Rapidly rising temperatures
have increased annual global heat
deaths among older people by 68% in
less than two decades. That stark fig-
ure has been cited all over, from the
BBC and Time to the Washington
Post and the Times of India, the
world’s largest-selling English-lan-
guage daily. U.N. Secretary-General
Antonio Guterres publicized the re-
port, tweeting a link with a grave
statement of his own, “The climate
crisis is killing us. #COP27 must de-
liver a down-payment on climate so-
lutions that match the scale of the
problem.”

The journal claims global
warming has killed people
but ignores that it appears

to have saved far more.
|

But while their model for heat
deaths is based on solid academic re-
search, the report commits an ama-
teur statistical fallacy by blaming the
increase in heat deaths on “rapidly
increasing temperatures.”

Annual heat deaths have increased
significantly among people 65 and
older world-wide. The average deaths
per year increased 68% from the
early 2000s to the late 2010s. But
that is almost entirely because there
are so many more older people today
than there were 20 years ago, in no
small part thanks to medical innova-
tions that keep us alive longer. Mea-
sured across the same time span the
Lancet maps heat deaths, the number
of people 65 and older has risen by
60%, or almost as much as heat
deaths. When the increase in heat
mortality is adjusted for this popula-
tion growth, the actual rise that can
be attributed to rising temperatures
is only 5%.

It is hard not to see the Lancet
study’s failure to adjust this figure as
a deliberate act of deception. Any ac-
ademic who works with statistics
would know to adjust the deaths to
account for population growth. I've
actually raised this issue to the Lan-
cet before. Last September the jour-
nal published a study with the same
fallacious argument, and I sent the
editor a detailed letter explaining the
problem. The Lancet never corrected
it and here it is, over a year later,
committing the same error.

This year’s study also cherry-picks
data by discussing only heat deaths.
Around the world, far more people
die each year from cold than heat. In
the U.S. and Canada between 2000
and 2019, an average of 20,000 peo-
ple died from heat annually and more
than 170,000 from cold. This omis-
sion matters even more because cold
deaths are decreasing with rising
temperatures. Modeling from the
Global Burden of Disease replicates
the relatively small increase in heat
deaths shown by the Lancet, but
shows a much larger decline in cold
deaths from rising temperatures.
Based on today’s population size, the
current temperatures cause about
17,000 more heat deaths in older peo-
ple, but also result in more than half
a million fewer cold deaths. Report-
ing one finding without the other is
misleading about the true effect of
climate change.

This dishonesty leads to worse
policy outcomes. While activists push
for extreme and expensive climate
policies that threaten economic
growth, those aren’t the only or even
the best ways to help. Temperatures
rose throughout the 20th century,
but the U.S. nonetheless saw a de-
crease in heat deaths, largely thanks
to air-conditioning. Policies that fo-
cus on lifting people out of poverty
and providing affordable, reliable
sources of energy would allow the
rest of the world to reduce heat
deaths and live more comfortable
lives. They would also help stave off
the much greater threat of cold
deaths.

Climate change is a real problem,
but academics do themselves and
their readers a gross disservice when
they put activism above honest scien-
tific inquiry.

Mr. Lomborg is president of the
Copenhagen Consensus and a visiting
fellow at Stanford University’s Hoo-
ver Institution. His latest book is
“False Alarm: How Climate Change
Panic Costs Us Trillions, Hurts the
Poor, and Fails to Fix the Planet.”
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Time
travels the world.

ARCEAU LE TEMPS VOYAGEUR

TIME, AN HERMES OBJECT.
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Elon Musk is
treating Twitter like
astartup B6

GOLD $1,672.50 A $45.20

EURO $0.9960 YEN 146.62

TikTok’

Rise

Ten insiders recount its wild
path to becoming the
world’s most popular app.
‘The more people interact
with it, the smarter it gets!

By Meghan Bobrowsky,
Salvador Rodriguez,
Sarah E. Needleman

and Georgia Wells

PHOTO ILLUSTRATION BY TYLER COMRIE; GETTY IIMAGES

Stratospheric j

n just five years, TikTok has ex-
ploded into a pop-culture phe-
nomenon as well as a geopoliti-
cal flashpoint. It is the world’s
most popular app, used by two-
thirds of American teens. Its
uber-catchy—some would say ad-
dictive—short-video format has
left Silicon Valley scrambling to catch
up and made instant fame more acces-
sible than ever.

Just as remarkable: Its future re-
mains uncertain, as U.S. officials from
both parties see the Chinese import as
a national-security threat and advo-
cates for protecting children online
warn that TikTok has negative effects
on its millions of young users.

One thing is certain: The world has
never seen anything quite like TikTok.
Here’s how it took off, from interviews
with those on the inside and others
who have been along for its short, tur-
Please turntopage B4

Chip
Makers
Retrench

Slump in demand leads
to less hiring, spending

By Asa FITcH

The chip industry has pivoted hard
from a clamor for higher output to
cost cutting as it adjusts to a slump
for semiconductors that has infected
almost all parts of its business.

Chip companies in recent weeks
have instituted hiring freezes and
layoffs, slashed capital spending
plans, reduced factory output and
warned investors of a stark reversal
in their customers’ buying habits.

Qualcomm Inc., a major mobile-
phone chip maker, joined the cost-
cutting chorus on Wednesday, saying
it was curtailing spending in some
areas and pausing hiring after giving
a pessimistic outlook for its current
quarter. “We are prepared and com-
mitted to making further reductions
to operating expenses as needed,”
Chief Executive Cristiano Amon said.

Intel Corp. in late October said it
would lay off an unspecified number
of staff as part of a dramatic effort
to reduce costs by as much as $10
billion a year by 2025.

The company also said it would
run some factories less aggressively
and, while it moves forward on
building plants due to come online in
a couple of years, it will defer some
of the most costly equipment spend-
ing until demand warrants those in-
vestments. Intel rival Advanced Mi-

PleaseturntopageB2

Big HSBC
Shareholder

Presses Bank

For Overhaul

Ping An seeks cost cuts,
shifts, possible spinoff

By JosH MITCHELL

LONDON—HSBC Holdings PLC’s
top shareholder called for a radical
reorganization of the banking gi-
ant—including possibly selling a
chunk of its business—to boost its
profits and flagging share price.

Ping An Insurance Co. of China
called for slashing the bank’s costs
and accelerating a shift in capital
and personnel to Asia, in comments
distributed to media outlets Friday.
The insurer—which owns 8.3% of
HSBC shares, more than any other
investor—also said it would poten-
tially support spinning off part of
the company.

The public comments mark an es-
calation in Ping An’s monthslong
campaign for change at HSBC. The
Chinese institution initially made its
case anonymously and hasn’t previ-
ously laid out its stance in detail
publicly.

The company had previously pro-
posed, through external consultants,
splitting HSBC’s Asian units—which

PleaseturntopageB10

SCIENCE OF SUCCESS | BEN COHEN

One Company’s

$800 Billion Plunge

You know what’s
cool? A trillion dol-
lars.

That was the mar-
ket capitalization of
Facebook just over a
year ago, right before
the company decided to rename it-
self Meta. It has since declined by
roughly $800 billion.

Eight hundred billion dollars!
That’s more than the market cap
of almost every company in the
S&P 500. It’s more than Exxon Mo-
bil. It’s more than Berkshire Hath-
away. It’s more than Tesla and a
parking lot of Tesla cars.

The recent tech selloff has
shrunk Amazon, Alphabet and ev-
ery giant but Apple, wiping out
trillions of dollars across Silicon

Valley with a brutal efficiency that
only an engineer could appreciate.
But no company looks as dismal
these days as the one whose stock
price is down 75% since September
2021. The good news for Meta is
that many of the biggest losers in
recent market history learned how
to win again. The bad news for
Meta is that it doesn’t have much
else in common with them.

Many companies change strate-
gies because they lost money.
Meta is losing money because it
changed strategies.

It has been almost exactly one
year since chief executive and co-
founder Mark Zuckerberg made
the bold maneuver of rebranding
Facebook as Meta Platforms be-

PleaseturntopageB6 When Facebook renamed itself Meta, it made one of the riskiest bets any corporation has ever made.

MITCH BLUNT
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THE BUSINESS WEEK IN 7 STOCKS

PFIZER INC.

A

Pfizer predicts a pipeline of
promising drugs will inject
PFE new life into its sales. The
0 drug company raised its reve-
31/) nue projection for the year,
even as overall demand for
its Covid-19 shot declines. Sales fell 5.8%
in the third quarter due to an 87% drop
in its vaccine sales outside the U.S.
Pfizer said. Over the next 18 months,
Pfizer expects to receive regulatory ap-
provals for new products or additional
indications for existing products, includ-
ing a vaccine for a common respiratory
virus and a treatment for the hair loss
condition known as alopecia. Pfizer
shares increased 3.1% Tuesday.

UBER TECHNOLOGIES INC.

A

Uber is picking up speed. The
ride-hailing giant announced
UBER revenue and adjusted earn-
o ings gains as its customers
12%) spent more on rides and food
delivery. Despite inflation and
recession concerns, Chief Executive Dara
Khosrowshahi said the company is still
seeing strong demand for rides even
from its customers in lower-income
groups. Meanwhile, growth has cooled in
recent quarters for the company’s food-
delivery arm, Uber Eats, which saw
surging business during the pandemic
as Covid-19 lockdowns and restrictions
limited in-person dining. Uber shares
soared 12% Tuesday.

PERFORMANCE OF CHIP STOCKS THIS PAST WEEK

Source: FactSet
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Demand for semiconductor chips is powering down.
That was the message from Qualcomm as the mo-
bile-phone chip supplier gave a bleaker-than-ex-

pected sales outlook while slashing its smartphone

shipment forecast. Other chip makers are also pull-
ing back. Advanced Micro Devices Inc. predicted a further
drop in sales, while Intel Corp. is cutting costs and begin-
ning targeted layoffs. Qualcomm shares fell 2.7% Thursday.

PARAMOUNT GLOBAL

v

Tom Cruise couldn’t save Par-
amount’s bottom line. The

media company on Wednes-
PAEA day reported a drop in third-

12%) quarter profit on higher costs.

Paramount added 4.6 million
subscribers to its namesake streaming
service Paramount+, and its film busi-
ness saw a 48% jump in revenue as
“Top Gun: Maverick” continued its the-
ater run and was released digitally. But
its traditional TV offerings saw a 5%
decline in revenue. Increases in political
advertising spending failed to counteract
a decline in viewers and the effects of a
stronger dollar. Paramount shares
plunged 12% Wednesday.

ROBINHOOD MARKETS INC.

A

Robinhood is showing it can
dodge some arrows. The on-
line brokerage posted better-
HO(ZD than-expected third-quarter

825 results, cutting losses after a

steep drop in expenses

helped offset declining revenue and
lower user numbers. Robinhood’s Sep-
tember monthly active user count fell
35% from a year ago, the lowest level
since the fourth quarter of 2020. Robin-
hood is struggling to keep the investors
it signed up earlier in the pandemic. The
company is also paring expenses, and
has made two rounds of layoffs this
year. Robinhood shares gained 8.2%
Thursday.

AMAZON.COM INC.

\

The outlook for the tech in-
dustry got bleaker. Ama-
AMZN zon.com said it will freeze

o/  hiring for months across its

31/) corporate workforce. Ride-
hailing company Lyft Inc. and

payments company Stripe Inc. both an-
nounced major layoffs. Lyft co-founders
John Zimmer and Logan Green said the
company would cut 13% of staff, and
Stripe outlined layoffs that will target
14% of staff. The stream of news came
as the Federal Reserve has moved again
to raise interest rates to combat infla-
tion, signaling greater risk of a reces-
sion. Amazon shares declined 3.1%
Thursday.

STARBUCKS CORP.

A

Starbucks is staying hot. The
coffee giant said its sales hit
SBUX a record in its most recent
0 quarter, as consumers main-
85%3 tained their appetite for its
drinks despite higher menu
prices. What cut its profits was a
planned multimillion-dollar investment in
new cafe equipment and higher wages,
a revamp designed partly to resolve
frustrations among baristas. Interim
CEO Howard Schultz said Starbucks’s in-
vestments are beginning to pay off,
with employee retention and speed of
service improving. Starbucks shares rose
8.5% Friday.
—Francesca Fontana

THE INTELLIGENT INVESTOR | JASON ZWEIG

What Is Your Financial Adviser Hiding?

The person giving you investing advice may have skeletons in the closet. Learning about them is difficult.

Stocks and bonds
crumbled again this
week, and inflation
seems unstoppable.
Maybe it’s time to
hire a financial ad-
¢ viser.

After all, for years people like me
have been telling you that advisers
have to disclose much more about
themselves than stockbrokers do, so
you can make better-informed deci-
sions about their services and in-
tegrity.

As I've learned to my shock in
recent weeks, however, that isn’t al-
ways true. In some ways, financial
advisers have to disclose less than
brokers do—and what they don’t
tell you could hurt you.

That’s truer than ever given how
the advisory business has boomed.
More than 14,800 SEC-registered
advisers managed over $128 trillion
for 65 million clients at the end of
last year. That’s up from 10,500 ad-
visers running $55 trillion for under
20 million clients in 2012, according
to ComplySci, a regulatory-compli-
ance firm, and the Investment Ad-
viser Association. (These dollar
amounts include some double-
counting across firms.)

What’s the potential problem?
Consider Vantage Consulting Group,
an investment adviser in Virginia
Beach, Va., that manages more than
$2 billion in assets, mostly for pen-
sion and profit-sharing plans but
also for at least one wealthy indi-
vidual, according to a regulatory fil-
ing.

Like all financial advisers regis-
tered with the Securities and Ex-
change Commission, Vantage is re-
quired to provide clients with a
standardized disclosure form called
an ADV brochure.

Vantage’s latest brochure, filed
on March 31, says the firm must
“disclose any legal or disciplinary
events that are material to a client’s
or prospective client’s evaluation of
our advisory business or the integ-
rity of our management.”

The document adds, reassuringly,
that Vantage and its management
“have no reportable disciplinary
events to disclose.”

Nowhere does the brochure tell
you Vantage was sued for $4 mil-
lion in U.S. district court in April
2021 over civil claims of fraud and
misrepresentation after private
funds it recommended to clients al-
legedly lost millions of dollars.

According to a court filing, some
money in those funds had been run
“for a period of time” by an outside
portfolio manager who has since
been sentenced to nine years in
prison for running a $100 million
Ponzi scheme.

In court, Vantage said no losses
occurred from that former man-
ager’s transactions, although inves-
tors haven’t been able to withdraw
any money from the funds since
March 2020 and two years of one
fund’s financial statements can’t be
relied upon.

Vantage didn’t respond to re-
quests to comment. Its court filings
deny any misconduct in the case,
which is still before the court, with

§a possible settlement pending.

2 If Vantage were a brokerage firm,
;it would be required to disclose

= that lawsuit on BrokerCheck, a web-

site run by the Financial Industry
Regulatory Authority, Wall Street’s
self-regulator.

Because it is a registered invest-
ment adviser, Vantage doesn’t have
to disclose anything about the law-
suit in its ADV brochure. The SEC
doesn’t compel advisers to disclose
all civil lawsuits.

When it comes to ADV disclo-
sures, according to the SEC, it’s up
to advisers themselves to determine
whether such events as civil law-
suits, customer complaints and ar-
bitration claims are “material” in-
formation for clients to know about.

“I find it a little bit perverse that
advisers who are supposedly held to
a higher standard of due care and
diligence have less disciplinary dis-
closure requirements than a broker-

Number of SEC-registered advisers
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Source: ComplySci and Investment Adviser Association

age firm,” says Courtney Werning,
an attorney at Meyer Wilson in Co-
lumbus, Ohio. “That surprised the
hell out of me when I found it out
not that long ago.”

Me too. In 30 years of writing
about the financial-advice industry,
I never learned that advisers can
provide less-comprehensive disclo-
sures than stockbrokers.

Listen to Maria Fernbach, a 69-
year-old retiree. She claims her ad-
visers at Pinnacle Associates Ltd., a
New York-based firm, pursued an

inappropriate stock-options strat-
egy against her wishes—forcing her
to sell part of a decades-old posi-
tion in Apple Inc. stock to fund
more than $400,000 in losses on
the options.

In August, a Finra arbitration
panel ordered Pinnacle to pay her
$825,000 in damages and reim-
bursed fees.

Good luck learning that in Pinna-
cle’s official brochure: The docu-
ment says the firm “has not been
the subject of any legal or disciplin-
ary events that require disclosure in
this item.”

Ms. Fernbach, who used to work
in the brokerage industry, thinks
that’s wrong.

“These registered advisers get to
say, ‘We have nothing to disclose,’
when they have plenty to disclose,”
she says. “If your customers have
losses but nobody knows about it
because it’s all kept quiet, then a lot
of people will have no clue and
more accounts will get butchered.”

In a statement, Pinnacle said this
arbitration award, which didn’t in-
clude punitive damages, was the
first against the firm in its nearly
40-year history and that “Pinnacle
has disclosed the matter in compli-
ance with applicable regulations.”

In September, on another regula-
tory disclosure called Form CRS,
the firm responded “Yes” to the
question “Do you or your financial
professionals have legal or disci-
plinary history?” It hasn’t similarly
amended its ADV brochure.

How did advisory disclosures end
up so spotty?

Regulators traditionally regarded
stockbrokers as salespeople,
whereas the relationship between
advisers and their clients was built
on trust. That created a presump-
tion advisers would do the right
thing.

But, because advisers don’t have
to disclose customer complaints,
civil lawsuits or arbitrations, it’s
impossible to know how accurate
that presumption is.

I asked consulting firm Aite-No-
varica Group for the largest inde-
pendent firms whose advisers pri-
marily serve individual investors.

Out of the top 25 firms by assets,
20 say in their disclosures that they
have no legal or disciplinary events
to report. That’s an amazingly clean
record for firms that altogether em-
ploy almost 4,100 people in advi-
sory functions and manage roughly
$900 billion.

Maybe not a single one of these
firms’ 318,000 individual clients has
ever complained about, sued or
filed arbitration claims against
them.

Maybe hundreds of clients have.

Given the gaping loopholes in ex-
isting regulation, it’s impossible to
tell.

“These guys all look like angels
on paper,” says Nicole Boyson, a fi-
nance professor at Northeastern
University who studies the broker-
age and advisory business. “But if
I’'m hiring a financial adviser, do I
need to spend a few thousand dol-
lars to hire a private investigator to
find out if the adviser is shady?
And even then, that might not be
sufficient,” because most arbitra-
tion results aren’t public record.

Where is the SEC? The agency
has said it intends to study the use
of arbitration clauses in the con-
tracts between advisers and their
clients to “help identify any prob-
lematic issues impacting retail advi-
sory clients.” A spokesperson says
the SEC continually reviews disclo-
sure requirements like Form ADV to
ensure they provide adequate infor-
mation.

What I’'ve learned convinces me
that you need to add these ques-
tions to your list when interviewing
a financial adviser: Have clients
filed written complaints or arbitra-
tion claims against you or your
firm? Have you or your firm been
sued by clients?

I also hope financial advisers
whose clients have never filed a
written complaint, an arbitration
claim or a civil lawsuit against them
will begin to disclose exactly that,
in language anyone can understand.

That way, the public would be
able to distinguish between advis-
ers with a pristine record and those
hiding behind weasel words like
“nothing material to disclose.”

Chip Makers
Pull Back
On Hiring

Continued frompage Bl
cro Devices Inc. this past week
said the company was being cau-
tious about hiring given slumping
demand as it dials up efforts to
control operating expenses.

The belt-tightening represents
a turnabout after two heady
years characterized by sky-high
demand for computers, smart-
phones, cars and internet ser-
vices that rely on chips. While
the chip industry is notoriously
cyclical, this wave rose higher
and lasted longer than one has in
decades, propelled by a pandemic
that drove a societal shift toward
working and learning from home.

“What has happened is that the
macroeconomic environment de-
teriorated, and we went from a
period of supply shortages to de-
mand declines,” Akash Palkhiwala,
Qualcomm’s chief financial officer,
said in a call with analysts.

Capital spending plans that
reached unheard-of heights dur-
ing the boom are also getting
fresh scrutiny, even amid expec-
tations for longer-term growth.
Memory-chip maker Micron
Technology Inc. in September re-
duced its capital spending plans
for its current fiscal year by 30%
to around $8 billion. Intel has
lowered its expectation for capi-
tal outlays for this year by $2 bil-
lion to about $25 billion. Taiwan
Semiconductor Manufacturing
Co., the largest contract chip
maker in the world, recently cut
its capital spending forecast for
this year by 10%.

For some chip makers, the
usual seasonal rules have also
been tossed out. Electronics man-

The belt-tightening
represents a
turnabout after two
heady years.

ufacturers tend to stock up on
chips ahead of the holiday selling
season, but that hasn’t played out
this year, according to Mr. Palkhi-
wala. “What we’re seeing is the
opposite, so it does come as a sur-
prise in terms of how quickly the
environment changed,” he said.

The PHLX Semiconductor In-
dex is down about 40% this year
through Friday, almost double
the decline in the S&P 500.

Nvidia Corp. will report quar-
terly earnings later this month
and has warned about sagging
consumer demand and the impact
of U.S. chip export restrictions to
China.

The strength of the boom is
turning into extra pain in the cur-
rent downturn. When consumers
clamored for digital goods, many
manufacturers responded by
stocking up on chips to respond
to demand more quickly. Now
that consumers aren’t buying as
many phones or PCs, manufactur-
ers are running through those
chip inventories rather than plac-
ing new orders.

“We are planning for the eco-
nomic uncertainty to persist into
2023,” Intel CEO Pat Gelsinger
said on a recent earnings call.
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Fox Wins
Ruling on
fanDuel

Stake

By KATHERINE SAYRE

Exxon

Oil company looks at
leasing out or selling
part of unused space
at its Houston campus

By CoLLIN EATON

An arbitrator has ruled that
Fox Corp. has the option to
buy a stake in sports-betting
operator FanDuel Group from
parent company Flutter PLC
for about $3.7 billion, the com-
panies said Friday, settling a
more than yearlong dispute
over one of the biggest brands
in U.S. online gambling.

Fox filed a lawsuit with Ju-
dicial Arbitration and Media-
tion Services in April 2021
against Flutter arguing that
the gambling giant was de-
manding too high a price for
an option to buy an 18.6%
stake in FanDuel.

“This optionality over a
meaningful equity stake in the
market leading U.S. online
sports betting operation con-
firms the tremendous value
FOX has created as a first
mover media partner in the
U.S. sports betting landscape,”
the company said.

The ruling makes room for
Fox to dive more deeply into
the fast growing sports-bet-
ting industry. FanDuel is the
market-share leader in online
sports betting in the U.S. Fox
has a partnership with Flutter,
which operates the Fox Bet
sports-gambling brand. Fox
Bet is a smaller player in the
market that operates betting
in four states, along with a
free-to-play game known as
Super 6 in other states.

“Today’s ruling vindicates
the confidence we had in our
position on this matter and
provides certainty on what it
would cost FOX to buy into
this business, should they wish
to do so,” said Flutter Chief
Executive Peter Jackson.

Fox said it isn’t obligated to
exercise the option, and it has
until December 2030 to take the
stake. The ruling, Fox says, in-
cludes a built-in 5% annual price
increase. Fox Corp. and Wall
Street Journal owner News
Corp share common ownership.

Exxon Mobil Corp. is con-
sidering leasing or selling un-
used office space at the
sprawling Houston-area cam-
pus set to become its global
headquarters next year, part of
its ongoing effort to cut bil-
lions in structural costs.

In recent months, the U.S.
oil giant has found that on a
typical day it uses less than
50% of the available space at
its 385-acre campus, which is
large enough to house more
than 10,000 workers, accord-
ing to an internal memo
viewed by The Wall Street
Journal. Exxon spokesman
Casey Norton confirmed the
company is considering op-
tions for unused space.

Exxon’s campus, located in
an area of Harris County
known as Spring, has never
reached the full capacity it
was designed for, and in re-
cent years the company has
shed thousands of workers. Its
global head count has fallen
by more than 10,000 people
since the pandemic began in
2020, regulatory filings show.
During a historic oil-market
crash that year, the company
said it would shed 15% of its
total workforce, including
about 1,900 U.S. jobs, primar-
ily in the Houston area.

Many of Exxon’s teams are
scattered across its Spring
campus, according to the
memo. It is now exploring
ways employees can work in
closer proximity, potentially in
spaces it calls “collaboration
neighborhoods.” It has also
hired a broker to gauge out-
side interest in its unused
space, the memo said.

Mr. Norton said reconfigur-
ing the campus would allow
the company to evaluate com-
mercial opportunities for un-
used space, which it might
choose to lease or sell. Mr.
Norton noted that Exxon
hasn’t yet made any decisions

Examines Its Real Estate

BRANDON THIBODEAUX FOR THE WALL STREET JOURNAL

Exxon’s campus, located in an area of Harris County known as Spring, has never reached the full capacity for which it was designed.

on the matter and that it is
gathering feedback as employ-
ees tour demonstration areas.
“We want to do this right
and will work with depart-
ment leaders before we make
any decisions on the path for-
ward,” Mr. Norton said.
Many other large U.S. com-
panies have downsized their
main offices this year, reducing
their real estate as more work-
ers station themselves at home
for part of the workweek, while
some employees have moved
across state lines to capture
cheaper housing and costs of
living, as well as lower taxes of-
fered by some states.
Houston’s so-called energy
corridor—a chain of oil-and-
gas offices stretching along a
highway in western Houston—
has a higher proportion of its
overall office space up for
grabs than any other area of
the city. Many oil companies
have sought to downsize as
employees partially work from
home and as companies adjust
to leaner workforces following

steep job cuts in recent years,
brokers said.

Exxon’s downsizing isn’t re-
lated to a hybrid work ar-
rangement. The company
doesn’t have a policy allowing
regular work from home, but
employees are allowed to work
remotely in certain circum-
stances, such as when a child
is ill, said people familiar with
the matter.

Built during the tenure of
former Chief Executive Rex
Tillerson, the Spring campus
features a cube-shaped build-
ing that appears suspended
above two others, meant to
symbolize the company’s engi-
neering abilities.

The concept Exxon is test-
ing in Houston involves as-
signing teams of employees to
neighborhoods, rather than to
specific desks or offices, which
would allow people to pick be-
tween different types of work
settings, including private or
open spaces and spots de-
signed for interaction.

Exxon also has considered

closing the equivalent of up to
five of its 14 office buildings
on the campus if employees’
work arrangements are recon-
figured, according to people
familiar with an internal pre-
sentation. Exxon previously
closed two Houston-area
buildings outside the campus,
and in January said it would
move its headquarters and
staff from Irving, Texas, to the
Spring campus.

Commercial real-estate bro-
kers said it is currently diffi-
cult to sublease office space in
Houston. All told, the region
has about 8.9 million square
feet of office space available
for lease, up by almost one-
third from last year, while
sublease transaction volume is
45% below the five-year quar-
terly average, according to the
commercial-property  firm
Jones Lang LaSalle Inc.

“There’s a general lack of li-
quidity in the debt market
right now for transactions in
Houston,” said Elizabeth Ma-
lone, managing director at the

real-estate investment bank
Eastdil Secured LLC in Dallas.

0il companies, their service
providers and equipment sup-
pliers collectively cut tens of
thousands of jobs following
the onset of the pandemic and
have been slow to rehire even
as energy prices have recov-
ered. In the U.S., oil companies
have shifted their business
strategies from focusing on
pumping as much oil and gas
as they can to sending most of
their incoming cash to share-
holders and paying off debt,
which has reduced their need
for labor.

Exxon reported a nearly $20
billion profit for the third quar-
ter, its most-lucrative period
ever and a second consecutive
record for quarterly earnings.

In September, Chevron
Corp., sold its 92-acre Chevron
Park campus in San Ramon,
Calif.—its global headquarters
for about two decades—and
planned to move into a nearby
leased space about one-third
of the size.

Adidas in
Talks With
Departing
Puma CEO

By Nick Kostov

Struggling sportswear giant
Adidas AG said it is in talks
with Bjern Gulden, the depart-
ing CEO of Puma SE, to suc-
ceed its own chief executive.

The news came Friday, min-
utes after Puma said it had ap-
pointed a new CEO to succeed
Mr. Gulden, a former profes-
sional soccer player who had
led Puma since 2013.

It has been a tumultuous
period for Adidas. The com-
pany last month said it would
end its partnership with Kanye
West, ending a lucrative ar-
rangement. The company is
also struggling in China and
recently issued its third profit
warning of the year, blaming
weak consumer spending in
major Western countries.

In August, Adidas said CEO
Kasper Rorsted would step
down next year, an unexpected
development since his contract
was due to run out in 2026.

Adidas shares rose 21% in
Friday trading following the
company’s statement. Puma
shares edged down 0.5%.

Mr. Gulden is considered to
have had a successful run at
Puma, where he mounted a
turnaround by sharpening the
focus on sports. Puma said it
had appointed Arne Freundt to
succeed him as CEO. Mr. Fre-
undt has worked for the com-
pany for more than 10 years,
most recently as chief com-
mercial officer.

Bjorn Gulden is leaving Puma.
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Hershey said higher prices helped it offset higher expenses.

HERSHEY

Candy Maker Lifts
Forecast for '22 Sales

Hershey Co. raised its guid-
ance for the year after reporting
a 13% rise in third-quarter sales
on higher-than-expected demand
for its snacks and candy despite
raising prices.

The maker of Reese’s peanut-
butter cups and Twizzlers candy
on Friday said higher prices
helped it offset higher supply-
chain costs and advertising ex-
penses.

The Hershey, Pa.-based com-
pany now expects full-year sales
to increase 14% to 15%, up from
a prior forecast for growth of up
to 14%. Overall for the third
quarter, net income fell to
$399.5 million, or $1.94 a share,
down from $444.9 million, or
$2.14 a share, a year earlier. Rev-
enue came in at $2.7 billion.

—Sabela Ojea

DRAFTKINGS
Sports-Betting Firm
Posts Higher Revenue

Online sports-betting com-
pany DraftKings Inc. posted
higher-than-expected revenue
for the start of this year’s foot-
ball season and said its cus-
tomer base continued to grow
amid competition for gamblers.

The company reported reve-
nue of $502 million for the
three-month period ended Sept.
30, more than double the year-
earlier period. Strong customer
acquisition and retention, expan-
sion into new states, and re-
duced customer promotions

fueled the growth, the company
said.

DraftKings said average
monthly unique paying custom-
ers increased to 1.6 million in the
third quarter, up about 22% from
a year ago. The company re-
ported a net loss of about $450
million for the quarter, compared
with a net loss of $545 million a
year ago.

—Katherine Sayre

MOVIEPASS

Ex-Officials Charged
With Securities Fraud

Former executives at Movie-
Pass and its prior parent com-
pany were charged in a securi-
ties fraud case with defrauding
investors, the Justice Depart-
ment said Friday.

Former MoviePass CEO J.
Mitchell Lowe and Theodore
Farnsworth, who led Helios &
Matheson Analytics Inc, the
movie-subscription company’s
parent at the time, are accused
of engaging in a fraudulent
scheme to inflate the company’s
stock, the agency said.

Messrs. Lowe and Farnsworth
didn’t reply to a request to com-
ment.

MoviePass, a Netflix-like sub-
scription service for movie the-
aters, made a splash in 2017
when it launched, giving users the
chance to watch a movie a day in
a theater for $9.99 a month. But
the service ultimately shut down
in 2019. The indictment alleges
that both men knew the monthly
offer wasn’t sustainable and pro-
moted it in order to drive up He-
lios’ stock price.

—Denny Jacob

Nike Suspends Partnership
With NBA Star Kyrie Irving

By INTI PACHECO

Nike Inc. suspended its rela-
tionship with Kyrie Irving, mov-
ing to distance itself from the
basketball star after he was sus-
pended by his team for being
slow to disavow anti-Semitism.

Nike said Friday it was sus-
pending its endorsement deal
effective immediately and
would no longer launch the
Kyrie 8, one of its flagship
products. Nike released Mr. Ir-
ving’s first signature shoe in
2014. The Kyrie 8 was slated to
be released later this month.

“At Nike, we believe there is
no place for hate speech and
we condemn any form of anti-
semitism,” the company said.
“We are deeply saddened and
disappointed by the situation
and its impact on everyone.”

Mr. Irving was suspended
by the Brooklyn Nets for at
least five games without pay

on Thursday night after he had
tweeted a link to a movie con-
taining false conspiracies
about Jews and was slow to
disavow holding anti-Semitic
beliefs. Hours after his suspen-
sion, Mr. Irving responded on
Instagram apologizing for his
comments for the first time.

A representative for Mr. Ir-
ving couldn’t immediately be
reached for comment.

Mr. Irving, 30 years old, is
one of Nike’s biggest National
Basketball Association stars
but the partnership has been
strained. Last year, Mr. Irving
posted on social media that he
wasn’t happy with one of the
designs for his shoes and that
Nike was releasing it without
his approval.

His signature shoes, typi-
cally released late in the calen-
dar year, have sold well for
Nike, with company executives
sometimes mentioning the

success of launches in earnings
conference calls. Nike doesn’t
break out sales by model.

Nike’s decision follows a
move by Adidas AG to end its
sneaker partnership with Kanye
West over anti-Semitic com-
ments by the musician-turned-
designer. Mr. West had worked
with Adidas to create the popu-
lar Yeezy brand of sneakers.

Nike has split ways with
other superstars. In 2020, the
company ended its endorse-
ment deal with soccer star Ney-
mar, one of the world’s most
recognizable athletes, amid a
company investigation into al-
legations of a sexual assault.
Neymar denied the allegations.

The company has also kept
its deals with troubled stars. It
stood by Tiger Woods during a
lost decade for the golfer,
when a sex scandal and physi-
cal ailments derailed his ca-
reer.
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Shalini Kantayya, director of the PBS documentary ‘TikTok, Boom.’

How TikTok Reached the Apex of the Social-Media World

Continued frompage Bl

bulent, exhilarating ride.
Comments have been edited for

space and clarity.

Five years ago this month, Tik-
Tok’s Beijing-based parent com-
pany, ByteDance Ltd., purchased
an app called Musical.ly. It al-
lowed users to post short video
clips, and had developed a follow-
ing among young girls who used it
primarily to post lip-syncing clips.

James Veraldi, early Musical.ly
employee: I had heard about Musi-
cal.ly just following trends in me-
dia. Downloaded it, played around
with it, and I didn’t see a teen lip-
syncing app. I saw mobile televi-
sion.

Loren Gray, a creator who started
posting on Musical.ly: I had heard
about Musical.ly from friends at
school, and I was 13 at that time.
Originally I didn’t realize that Mu-
sical.ly was a platform in itself. I
thought I was just recording over
the top of audios. I didn’t know
that those were being uploaded.

Veraldi, early employee: I think all
of us saw that potential. You could
see it, like this could be the next
thing.

Gray, teen creator: I started get-
ting followers on my Instagram
and I didn’t know where they were
coming from. And then I finally
figured out that I had 30,000 fol-
lowers on Musical.ly.

A few months before the Musi-
cal.ly acquisition, ByteDance had
launched TikTok as an interna-
tional version of Douyin, an app
that was hugely popular in China.
In 2018, ByteDance combined its
app TikTok with Musical.ly, and

TikTok cumulative installs from the
App Store and Google Play in the U.S.
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Kabhlil Greene, a popular TikTok content creator who goes by the name ‘Gen Z Historian.’

relaunched in the U.S. under
the TikTok name. The merger
fueled the relaunched app
with billions of investment
capital and access to a pow-
erhouse engineering team in
China.

Veraldi, early employee:
What would have taken us
five years to get to, with
ByteDance got there in six
months.

Emma Gribbon, current Tik-
Tok employee: No one really
had heard of it. I always put
the word ‘this app’ in front
of TikTok. I would say like,
oh, I work at ‘this app called
TikTok.

The way TikTok func-
tioned was inherently differ-
ent from other social media.
Instead of showing users
posts from friends and others
they chose to follow, TikTok
showed users videos from
people they didn’t necessarily
follow but that they might
like. The algorithm learned
what type of content each in-
dividual person wanted to
see based on how much time
they spent watching or lin-
gering over specific videos.
The more time users spent on the
app, the better TikTok’s algorithm
got at feeding them.

Shalini Kantayya, director of the
PBS documentary “TikTok, Boom”:
I think that one of the things
about TikTok is also just how pow-
erful the artificial intelligence is.
It’s incredibly sticky and I was just
amazed how quickly it came to
know me and my interests.

Christen Nino De Guzman, former
TikTok employee: I first down-
loaded the app and it was super
intriguing to me and very, very en-
tertaining. At the time, I was living
in San Francisco. I was working at
Pinterest, but I was becoming ad-
dicted to TikTok. I wasn’t looking
to make a move. But I was ob-
sessed with TikTok and how it was
changing the content and the cre-
ator world.

Veraldi, early employee: There was
a communal angle to it that was
completely lacking in Instagram.
There was a spark of creativity.
You could tell there was kind of a
kernel of people truly trying,
wanting to entertain more than
wanting to be seen.

Jim Steyer, founder and chief ex-
ecutive of Common Sense Media,

Nathan Apodaca, whose skateboarding, lip-syncing and juice-drinking video went viral.

Christen Nino De Guzman'’s TikTok video
about life as an Instagram employee
garnered over 10 million views.

a child-advocacy organization:
TikTok emerged at just the right
time, when for young people,
watching online videos, and par-
ticularly short-form online videos,
had become the preferred way for
teens and tweens to consume on-
line content.

Ordinary people with eye-catch-
ing talents or funny, quirky videos
found themselves going viral and
becoming famous overnight, which
rarely happened on other social-
media platforms. Brands jumped
on the opportunity to work with
creators and have them advertise
their products. Creators found
themselves with several other new
potential revenue streams, includ-
ing donations and merchandise
sales.

For some people, going viral
just once changed their lives.

Nathan Apodaca, creator who
went viral in September 2020 for
a video showing him skateboard-
ing down a hill. He happened to
be holding a bottle of Ocean
Spray Cran-Raspberry juice and
lip-syncing the Fleetwood Mac
song “Dreams”: I was homeless
when this started and everything.
I was living at the river. [The day
of the video] I jumped on my
board. I had my juice up and ev-

erything. I had my phone
ready. I started skating. I
heard the music. And I just
started vibing with it. It was
magic after that.

Gray, teen creator: I mean, I
had a job [creating on Musi-
cal.ly] by the time I was 14,
and that was pretty surreal.

Nino De Guzman, former em-
ployee: The most interesting
thing to me about TikTok was
that it didn’t matter the type
of house you had, your in-
come, your background. Any-
one, if they were entertaining
and they were putting out
content and saying something
interesting, they could find
an audience.

Apodaca, Ocean Spray video
creator: After the video hit,
all my audience, my soldiers
is what I call them, started
sending me donations. That
number got crazy. Insane. I
actually got enough to put a
down payment on my mom’s
house and I'm not stopping
until I get done paying her
house.

Nino De Guzman, former em-

ployee: I posted a video on
what it was like to work
at Instagram, and that
video got over 10 million
views and got me over
150,000 followers, and it
totally changed my life.
With that one video, I
was able to get thou-
sands and thousands of
dollars in brand deals,
speaking opportunities,
and so many doors
opened. This happens to
thousands and thousands
if not millions of people
on TikTok. It takes one
video and that’s all it
takes.

Some began to ques-
tion the possible down-
sides of the algorithm’s
power, which at times
helped keep users on the
app for hours a day and
sometimes served them
content that could be
harmful. A Wall Street
Journal investigation last
year, for example,
showed that TikTok’s al-
gorithms were flooding
teens’ For You pages with
videos encouraging
weight loss and disor-
dered eating. (Days after
the Journal brought its

findings to TikTok, the app said it
would tweak its recommendation
algorithm to avoid showing users
too much similar content.) A re-
cent Pew survey found that two-
thirds of teens say they use TikTok
and nearly a fifth say they are on
it “almost constantly.”

Steyer, children’s advocate: I think
it’s fair to say that TikTok is es-
sentially addictive, and it’s de-
signed to be addictive. It uses end-
less scroll and autoplay. And it
uses algorithms to keep feeding
content that it believes that the
user will like in order to engage
the users and keep them on the
platform longer.

Kantayya, documentary director:
It’s dazzling and it’s frightening,
both together. It’s this massive un-
controlled experiment, to unleash
the most powerful persuasive rec-
ommendation algorithms in the
history of the world on brains that
are not fully formed, on mostly
kids. We don’t yet know what that
means.

Veraldi, former employee: It is so
addicting, I think too addicting.
There was just such a pursuit of
growth. It’s understandable from a
business standpoint, that’s what
PleaseturntopageB5

Mr. Apodaca sips juice in his viral video,
which he says earned him enough money
to escape homelessness and led to an
acting career.

TikTok employee Emma Gribbon. ‘1 would say like, oh, | work at “this app called TikTok.”’
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‘l had a job [creating on Musical.ly] by the time | was 14.” says Loren Gray.

Continued from the prior page
you’ve got to do.

Steyer, children’s advocate: This is
not true just for TikTok but for
YouTube and Instagram and some
of the other most successful plat-
forms. But part of the key with
TikTok is the fact that they have
such an effective algorithm that
clearly, really, really draws in the
users and engages them for very
long periods of time. Parents abso-
lutely need to be paying very close
attention.

TikTok said it strives to take a
thoughtful approach to its app by
developing policies in consultation
with experts, researchers and cre-
ators.

TikTok was popular among the
lip-syncing and dancing crowd. But
it really took off once the Covid-19
pandemic started and many people
found themselves locked indoors,
scrolling through their phones
24/7. This is when people of all
ages started to gravitate to Tik-
Tok, moving it beyond an app for
teens and preteens, and truly
bringing it into the mainstream. By

Sn has anyone else
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‘Gen Z Historian’ Kahlil Greene went viral on
TikTok with a video about the whitewashing

of Martin Luther King Jrs legacy.

the middle of the pandemic, Tik-
Tok had been downloaded more
than 200 million times in the U.S.,
according to Sensor Tower.

Kantayya, documentary director: It

just blew up with Gen Z, I think
even before the pandemic, and

Jim Steyer, founder and CEO of Common Sense Media, a child-advocacy organization.
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then just went gangbusters with
the general public during the pan-
demic.

Kahlil Greene, content creator who
goes by the name “Gen Z Histo-
rian”: I was definitely one of the
users who joined during the pan-
demic when there was not much
else to do. At the time that I
joined, it was the summer and
there was a lot of activism that
was happening on TikTok, which I
think was new. I really fell in love
with the platform and all the dia-
logue that was happening on it.

Gray, teen creator: I feel like quar-
antine, we had a lot of bored peo-
ple. A lot of people had a lot of
time on their hands. And when
you don’t have to walk into school
every day after you post a video,
you get a little more confident. Ev-
eryone, I feel like, let their guard
down a little bit and allowed
themselves to have fun.

Greene, Gen Z Historian: My very
first post on TikTok was about the
whitewashing of Martin Luther
King Jr.’s legacy. The first video I
made about this issue, it got over
a million views. I thought
it was deep, academic,
super-insightful but
maybe not necessarily ac-
cessible conversation for
the masses. But people
really latched onto the
short-form video essays
that I was putting out,
and really quickly, I
gained a huge following.

Gray, teen creator: It’s
definitely different now. I
feel like everyone wants
to be TikTok famous.

Kantayya, documentary
director: Brands came to
see that TikTok was
where young audiences
are and young audiences
are a really sought-after
audience for advertisers.
I think part of the explo-
sion was these brands
putting hundreds of mil-
lions of dollars into cam-
paigns that are being
used on TikTok.

As the app got more
popular, it also drew crit-
icism over fears that the
Chinese government
could access data on Tik-
Tok users. The U.S. mili-
tary and some political campaigns
forbade staff from downloading
the app, citing the potential na-
tional security risks. During the
2020 campaign, a swarm of Tik-
Tok users mounted an effort to de-
press attendance at a Tulsa, Okla.,
rally for then-President Donald

‘1 didn’t see a teen lip-syncing app,’ recalls James Veraldi. ‘l saw mobile television.

Trump. Weeks later, citing na-
tional security risks, Mr. Trump
threatened to shut down TikTok’s
U.S. operations and ordered Byte-
Dance to sell the app to a U.S.
company.

The fate of TikTok was in limbo
for months, as Chinese and U.S. of-
ficials sparred and tech rivals
jousted to get a piece of any possi-
ble deal.

Brendan Carr, Republican commis-
sioner of the Federal Communica-
tions Commission: There were a
lot of people that were very
strongly for banning TikTok.

Nino De Guzman, former em-
ployee: Everyone was pretty un-
sure what was going to happen.
We were all just crossing our fin-
gers that things were going to be
good. Every creator was reaching
out and saying: “Hey, what’s going
on? Is TikTok being banned? Like,
do I need to move all my followers
to another platform?” And yeah, it
was, it was an interesting time.

Gribbon, current employee: I re-
member for some reason, [IMr.
Trump’s threats to shut down Tik-
Tok] would always happen on like
a Friday night or Saturday after-
noon. So, we were, like, all calm,
cool, collected. Let’s figure this out
together. But I just wish it didn’t
happen on the weekends.

TikTok said it has never shared
U.S. user data with the Chinese
government and that it wouldn’t if
asked.

Oracle Corp. eventually won the
bidding to become TikTok’s
“trusted tech partner”—which was
overseen by the Trump administra-
tion—after Microsoft Corp. had
been considered the front-runner
to pay as much as $30 billion. Mi-
crosoft CEO Satya Nadella later
called the experience “the strang-
est thing I've ever worked on.”

The deal remains on hold as the
Biden administration reviews the
national security risks posed by
Chinese tech companies. TikTok,
meanwhile, has said all U.S. user
data is routed through Oracle serv-
ers, but Mr. Carr and a bipartisan
collection of other U.S. officials
have raised concerns anew that
employees in China might be ac-
cessing U.S. user data. Oracle
didn’t respond to a request to
comment.

Carr, FCC commissioner: The issue
sort of went dormant there for a
couple of years.

Veraldi, early employee: Do I trust
ByteDance’s word as a company?
Yes. Do I trust the Chinese govern-
ment? No. Do I trust the U.S. gov-

ernment? Not really. I just think
there’s bigger problems that are
facing our national security.

The FCC and Chinese embassy
didn’t respond to requests to com-
ment.

Carr, FCC commissioner: It’s not
just me raising concerns now.
We’ve got a Democrat chairman of
the Senate Intelligence Committee,
Mark Warner. He’s someone that
sees very serious intel briefings al-
most on a daily basis, and he has
come out and said that it is TikTok
that scares the dickens out of him.

Mark Warner, Democratic U.S. sen-
ator from Virginia: There wasn’t

ing. Five years from now, TikTok
could be bigger than ever—or life
could return to the way it was be-
fore it was ingrained in so many
people’s lives.

Gray, teen creator: The difference
between five years ago and now is
incredible. I mean, Kylie Jenner
posts TikToks almost every day,
you know, so clearly there’s some-
thing there.

Kantayya, documentary director: I
think for young people, Facebook
is a dinosaur and Instagram is sort
of a very polished lifestyle kind of
thing. This is Gen Z’s platform.

Gribbon, current employee: I al-

‘It’'s not just me raising concerns’ about TikTok, says FCC’s Brendan Carr.

very much I agreed with Donald
Trump on, but he was right.

TikTok said it is confident that
it will reach an agreement with the
U.S. government that will “satisfy
all reasonable national security
concerns.”

Today TikTok still reigns su-
preme among social-media plat-
forms in terms of how much time
users spend on the app. American
adults who use TikTok spend an
average of 49 minutes a day com-
pared with 30 minutes a day for
Instagram, according to Insider In-
telligence. But it faces rising com-
petition from Instagram and You-
Tube, which have both launched
their own short-video products,
and the jousting between the U.S.
and China shows no signs of slow-

ways proudly say I work at TikTok.
I'm not scared to say it. TikTok,
we’ve changed so many lives for
the better, like with our creators,
with small businesses. I know that
with my work, 'm putting positiv-
ity out to the world and changing
lives for the better. I mean, I just
can’t imagine the power of us in
five years, what that’s going to
look like.

Carr, FCC commissioner: I certainly
wouldn’t lose any sleep if TikTok
didn’t exist anymore.

Veraldi, early employee: There’s no
reason to think it’s going to stop
dominating people’s attention be-
cause it is just so good at it and it
keeps getting better. The more vid-
eos and the more people interact
with it, the smarter it gets.

Former TikTok employee Christen Nino De Guzman says she found the app addictive.
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Elon Musk is
treating Twitter like
a startup. The thing
about startups is,
most of them fail.

g At Twitter, as is

: typical at tech start-
ups, Mr. Musk is making or has
promised to make a great many
changes quickly. This makes a lot
of sense when a company is small
and burning investor cash. Few op-
erators in tech are as familiar with
this well-worn playbook as Mr.
Musk, who is almost unrivaled
among entrepreneurs in the total
market value of all the companies
he has helmed or helped found—
including SpaceX, Tesla and Pay-
Pal.

But Twitter isn’t a startup, it’s a
mature company with a lot that
Mr. Musk could squander if he
moves too quickly and breaks too
many things at once. Twitter has
thousands of employees, even after
the company announced significant
layoffs on Friday, a mountain of
code with all the technical debt
that implies, about $5 billion in an-
nual revenue and nearly 240 mil-
lion daily active users with strong
opinions about the service. Also
unlike a startup, it has more than
$1 billion in annual debt payments,
on top of other expenses, thanks to
the money Mr. Musk borrowed to
help fund his takeover.

Twitter is already threatened
with what could become an exis-
tential crisis, as Mr. Musk tweeted
Friday that the company has suf-
fered “a massive drop in revenue”
as advertisers pause their spending
on the site, weary of what Mr.
Musk will do next and how it could
reflect on them.

While Mr. Musk has in the past
accomplished what many deemed

KEYWORDS | CHRISTOPHER MIMS

Why Elon Musk Could Fail at Twitter

The billionaire is treating the social-media company like a startup. That may be a mistake.

Twitter announced layoffs Friday. Above, its San Francisco headquarters.

impossible, Twitter is a completely
different sort of challenge than he
has dealt with before. His often-
touted “first principles” thinking is
great for creating new physical
products. But he has demonstrated
something like the opposite of a
talent for the extremely tricky di-
plomacy required to run a social
network, where a leader must bal-
ance the needs and desires of ad-
vertisers and users, not to mention
regulators and politicians. All this,
while overseeing what amount to
editorial decisions about what con-
tent is and isn’t allowed.

Mark Zuckerberg has compared
the experience of running a giant
social network to waking up every
day and “getting punched in the
stomach.” In his typically jovial
and combative style, Mr. Musk’s re-
sponse to that reality has been to

punch back—on Twitter. His ac-
tions are spooking advertisers,
who correctly recognize that the
behavior of the head of a social
network is an implicit model of
how everyone else on the site is al-
lowed to behave.

The bull case for Twitter under
Mr. Musk, which isn’t easily dis-
missed, starts with the judgment
that the company has long
punched under its weight—a popu-
lar platform whose true potential
has been stifled by uninspired
leadership, moribund innovation,
and the way public ownership fo-
cuses attention on quarterly re-
sults. Mr. Musk, his backers be-
lieve, offers just the right kind of
outside-the-box thinking and will-
ingness to experiment that can un-
lock Twitter’s potential, making it
a more valuable tool to more peo-

ple.

In a recent essay, Turner Novak,
a venture capitalist who isn’t part
of the Twitter deal, summarized
the optimistic case for Twitter un-
der Mr. Musk. But Mr. Novak also
says that by the numbers, the deal
seems to be not a very good one
for Musk and his backers.

First, Musk-owned Twitter is
starting in a deep financial hole.
And the interest on the debt to fi-
nance the takeover will make it
harder to turn a profit—something
Twitter has long struggled to do
consistently—that might justify a
lofty price.

On top of that, given how
crowded the social-media space is
already, it’s not clear anyone, even
Elon Musk, can turn Twitter into a
company that grows quickly—or at
all. The bear case for Twitter is,
therefore, that “Twitter is sort of a
stagnant and troubled business
that just took on a ton of debt,”
says Mr. Novak.

Of course, “troubled business
that just took on a ton of debt”
could also describe Tesla and
SpaceX at various points in the
past. Those companies and Twitter
are all “tech” companies in that
they all require a lot of program-
mers and code. But social networks
are only nominally in the same
business-school case study uni-
verse as companies that build
rockets or cars.

Take content moderation, some-
thing Mr. Musk was vocal about
changing at Twitter, in favor of
looser rules. In the face of backlash
from advertisers and various advo-
cacy organizations, some of Mr.
Musk’s most recent comments sug-
gest he won’t be changing as much
about content moderation at Twit-
ter as he had once promised.

What about Mr. Musk’s more
long-term and audacious plans for
Twitter? He has said that he wants
to turn it into X, the “everything
app.” To most people in tech, this
is known as a “super app,” such as
WeChat in China. The odds of a su-
per app like that succeeding in the
West aren’t great, for the simple
reason that many of the func-
tions—communications, shopping,
payments—are already quite capa-
bly handled by countless other
apps.

In the meantime, Mr. Musk has
hinted at preliminary plans to cre-
ate a new subscription service for
Twitter. Mr. Musk has also tweeted
about possibly reviving, in some
form, Twitter’s defunct short-form
video product, Vine, which pio-
neered the genre but which Twit-
ter’s leaders killed off in 2016.

Even if these ambitious plans
work, it’s hard to see them making
much difference to Twitter’s bot-
tom line.

If, say, 1% of Twitter’s approxi-
mately 240 million current daily
active users were to opt for this
subscription service, that’s $230
million a year in revenue. That’s
less than 5% of Twitter’s $5 billion
in 2021 revenue, about 90% of
which came from advertising.

As he does all this, Mr. Musk
must balance the risk of alienating
current users faster than he at-
tracts new ones. The past week has
seen prominent users of the site,
including many celebrities, declare
they have or will abandon it.

In April, at a TED conference,
Mr. Musk said of Twitter that
“This is not a way to sort of make
money. My strong intuitive sense is

Elon Musk could
squander Twitter if he
moves too quickly and
breaks too many things.

that having a public platform that
is maximally trusted and broadly
inclusive is extremely important to
the future of civilization. I don’t
care about the economics at all.”

In May, after the value of Tesla
dropped 29% and a broader stock-
market selloff of tech companies
had begun, Mr. Musk tweeted that
the deal for Twitter was “on hold.”
By July, he officially sought to get
out of it. Mr. Musk has always in-
sisted this was about Twitter not
being truthful about the number of
fake and spam accounts.

But it’s hard not to conclude
that after extensive discussions
with leaders at the company, Mr.
Musk himself finally woke up to
the present and future economics
of Twitter—and didn’t like what he
saw.
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How to Lose $800 Billion

Continued frompage Bl

cause he believed the future of the
company was not in social media
but the immersive, amorphous on-
line realm known as the meta-
verse.

The decision to place so much
faith in such an unproven premise
will go down as one of the riskiest
bets any corporation has ever
made, no matter what happens
next. But what’s happening now is
bleak. It’s still not clear what
might count as success, only that
Meta is nowhere close to it—and
the company has gone about get-
ting there in the wrong way.

“You want to take big problems
and break them down so that you
have small wins and small losses,”
said Sim Sitkin, the Michael W.
Krzyzewski distinguished profes-
sor in leadership at Duke Univer-
sity.

I called Dr. Sitkin because he
coined a term for this strategy:
“intelligent failure.”

The evaporation of $800 billion
in market value was not particu-
larly smart by his standard, which
is useful for thinking about Meta
and other tech companies because
of the nature of their businesses.
Innovation requires experimenta-
tion. Experiments fail. Failure can
be instructive.

Major success is the product of
minor failures, but only if the ex-
periments meet specific criteria.
They should address worthy ques-
tions with uncertain answers. They
should be useful regardless of the
results. And they should be mod-
est. That’s the most important
thing about them. The rewards are
incremental because the risks are
not existential.

Amy Edmondson, a Harvard
Business School professor and au-
thor of the forthcoming book
“Right Kind of Wrong: The Science
of Failing Well,” says the optimal
bet size is hard to define but easy
to describe.

“As small as possible,” she said.
“Just big enough to be informa-
tive.” Then she put it another way:
“You don’t bet the company.”

Meta didn’t exactly follow that
advice.

Last year, Mr. Zuckerberg said
that he wanted Facebook to be a
metaverse company. Last week, af-
ter Meta reported another grim
quarter for earnings, the CEO reit-
erated that he still felt that way. “I
think people are going to look
back on decades from now and
talk about the importance of the
work that was done here,” he said.

They have a lot more work to
do. My colleagues at The Wall
Street Journal recently reported
that Meta’s flagship metaverse had
fewer than 200,000 monthly active
users. There are more people who
come to see the New York Mets.

But it doesn’t really matter that
Mr. Zuckerberg’s view is as lonely
as the metaverse. His control of
Meta’s voting shares gives him an
unusual form of power. “That
gives us even more responsibility
to push for it and do things that
other people might not be able to
do,” he recently told the tech site
Protocol, adding: “I want to live in
a world where big companies use
their resources to take big shots.”
(A spokeswoman for Meta declined
to comment but pointed to Mr.
Zuckerberg’s previous remarks.)

Others in his shoes might feel
pressure to cut their losses. But
it’s a good thing legs are coming

“You definitely want
to have a parachute if
you’re going to jump
off a high cliff’

to the metaverse because Mr.
Zuckerberg is digging in his heels.
I haven’t spent much time in
the metaverse—which, as it turns
out, makes me like most people at
Meta. The metaverse has more ap-
peal to Dr. Sitkin as a concept than
a place to visit because it repre-
sents a “stretch goal,” as he calls
it, or a seemingly impossible task

Chief Executive
Mark Zuckerberg
holds unusual
sway over Meta
Platforms.

that requires some kind of exter-
nal circumstance or creative
breakthrough to achieve.

But what really interests Dr. Sit-
kin is that companies avoid risk
when they’re doing well and inhale
risk when they can least afford
mistakes. This is the paradox of
stretch goals.

“Those who should pursue them
don’t,” he said, “and those who
shouldn’t pursue them do.”

Meta is an exception to that
rule. It should pursue stretch
goals. It did. The problem was that
it stretched too far and its goal
was too vague.

“You definitely want to have a
parachute if you’re going to jump
off a high cliff,” said Dr. Sitkin.
“And you want to know if that cliff
has a staircase going down—so
you can do it one step at a time.”

It’s entirely possible that Mr.
Zuckerberg is right about the
metaverse and the company’s
stock price will be a bargain in the
long run. A website he built from a
college dorm room becoming one
of the world’s most valuable com-
panies also sounded crazy, and po-

sitioning Facebook for mobile at
precisely the right time showed
that he’s been able to peek around
corners of social media that few
other people can see.

But his latest vision requires
squinting. Mr. Zuckerberg himself
warned that it would take pa-
tience, trust and more than a few
quarters of lousy financial results
to figure out whether the meta-
verse bet pays off.

“This is not an investment that
is going to be profitable for us
anytime in the near future,” he
said one year ago.

That prediction turned out to be
accurate. The operating losses of
its metaverse division amounted to
$3.7 billion last quarter alone, and
Meta’s chief financial officer said
that he anticipates “operating
losses in 2023 will grow signifi-
cantly.” The market reacted appro-
priately to this comment: It
freaked. Meta is now trading at its
lowest price since 2016, when Tik-
Tok was a sound that clocks made,
and the company has shed $23,000
a second in market cap from last
year’s peak.

The financial incentives for in-
telligent failure get stronger the
faster a company grows. The price
of the all-or-nothing bet on na-
scent technology that Mr. Zucker-
berg made from his dorm room
was low in dollar terms. Now it’s
humongous.

But a surprising thing about
companies that have been in
Meta’s position is how many of
them made their money back. In
fact, nearly two dozen S&P 500
companies have recovered from
being down 70% in one year since
2020 alone, according to Dow
Jones Market Data research.

Most of those losses were the
result of broader forces beyond
the control of those companies.

What makes Meta different
from the survivors of stock tum-
bles is what caused them to begin
with. Theirs were external shocks.
This one was self-inflicted.

It’s appropriately meta that the
most compelling explanation for
an $800 billion free fall is in the
name of the company. That may be
a failure not intelligent enough to
be a success.

BENOIT TESSIER/REUTERS
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-1.59 [ S&P 500 Health Care
-1.78 [ S&P 500 Real Estate
-1.83 [l S&P 500 Consumer Staples
-2.07 I UK pound
-2.13 I S&P SmallCap 600
-2.21 iShiBoxx$HYCp
-2.55 [ Russell 2000
-2.67 iSh 20+ Treasury
-3.35 I S&P 500
-3.62 Lean hogs
-5.65 I Nasdag Composite
-5.78 I S&P 500 Consumer Discr
-5.97 I Nasdag-100
-6.89 I S&P 500 Information Tech
-7.43 I s&P 500 Communication Sves

*Continuous front-month contracts

Sources: FactSet (indexes, bond ETFs, commodities), Tullett Prebon (currencies).
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Methodology

Performance reflects price change (except DAX, Bovespa, and Tel Aviv 35, which
reflect total returns). Commodities are represented by the continuous front-month
futures contract. Bond exchange-traded fund performance may diverge from that of
their underlying index. Bond categories are represented by the following ETFs: U.S.
Bonds Total Market: Vanguard Total Bond Market; 1-3 Yr US. Treasurys: iShares 1-3
Year Treasury; US. 7-10 Yr Treasurys: iShares 7-10 Year Treasury; 20+ Yr US.
Treasurys: iShares 20+ Year Treasury; Treasury Inflation-Protected Securities (TIPS):
iShares TIPS; Investment Grade Corporate Bonds: iShares iBoxx $ Investment Grade
Corporate; High Yield Corporate Bonds: iShares iBoxx $ High Yield Corporate; Municipal
Bonds: iShares National Muni; International Bonds: Vanguard Total International;
Emerging Market Bonds: iShares J.P. Morgan USD Emerging Markets.

E Scan this code

Get real-time U.S. stock quotes and
track most-active stocks, new highs/lows
and mutual funds.

¢ Available free at WSJMarkets.com

Currencies
U.S.-dollar foreign-exchange rates in late New York trading
USSus, USSus,
— Fri —— YTDchg — Fri —— YTDchg
Country/currency inUS$ perUS$ (%)  Country/currency inUS$  perUS$ (%)
Americas Vietnam dong .00004020 24874 8.8
Argentina peso .0063158.2842 542  Europe
Brazil real 1976 5.0610 =9.2  CzechRep.koruna  .04082 24.500 12.0
Canada dollar 7418 1.3482 6.7 Denmarkkrone 1338 7.4727 14.2
Chile peso .001079 926.76 8.8  Euroareaeuro 0.9960 1.0041 14.2
Colombiapeso .000196 5091.76 25.2  Hungary forint 002475 404.07 24.5
Ecuador US dollar 1 1 unch Icelandkrona .006842 146.15 12.6
Mexico peso .051219.5283 -4.7  Norway krone .0977 10.2368 16.2
Uruguay peso .02506 39.9000 =10.8  Poland zloty 22125 4.7053 16.8
Asia-Pacific Russia ruble .01613 62.000 -17.1
" Swedenkrona .0916 10.9127 20.5
Australiandollar 6166 1.5466 124 g e, Handfranc 10055 9945 9.0
Chinayuan 1392 7.1851 13.0 )
HongKongdollar 1274 7.8500 07 1urkevia 0539 18.5697 SR
) Ukraine hryvnia .027136.8500 34.7
Indiarupee .01219 82.060 10.1 UK pound 11377 8790 189
Indonesiarupiah  .0000635 15738 10.4 X T ’ :
Japanyen 006820 14662 27.4 MiddleEast/Africa
Kazakhstantenge .002150 465.18 6.9  Bahraindinar 2.6532 3769 =0.01
Macau pataca 1236 8.0890 0.7  Egyptpound .0412 24.2540 54.4
Malaysiaringgit 22106 4.7480 14.0  Israel shekel 2818 3.5487 14.1
New Zealand dollar 5931 1.6861 15.3  Kuwaitdinar 3.2278 3098 24
Pakistanrupee .00451 221.500 25.7 Omansulrial 2.5974 3850 unch
Philippines peso .0171 58.495 14.7 Qatarrial 2746 3.641 -0.02
Singapore dollar 7106 1.4073 4.4  SaudiArabiariyal 22661 3.7582 0.1
SouthKoreawon .0007123 1403.91 18.1  South Africarand .0559 17.9045 12.3
SriLankarupee  .0027435 364.50 79.6
Taiwan dollar 03124 32.014 155 Close NetChg % Chg 1Dx(rg
Thailand baht 02681 37.300 122 WSJDollarIindex102.86 -1.82-1.74 14.86

Sources: Tullett Prebon, Dow Jones Market Data

Commodities
— Friday —— 52-Week YTD
Close Netchg %Chg High Low % Chg % chg
DJ Commodity 107136 3534 341 126448 89310 1295 13.22
Refinitiv/CCCRBIndex 287.55 9.23 332 32959 21839 2236 23.75
Crudeoil, $ per barrel 9261 444 504 12370 6557 1395 2314
Naturalgas, $/MMBtu 6400 0425 711  9.680 3561 16.03 7158
Gold, $ per troy oz. 167250 4520 278 2040.10 162330 -7.92 -8.48
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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 Milk (CME)-200,000 Ibs, cents per b, March'23 3743.00 3836.50 374500 381025 5175 60541  March23 180250 1830.90 178670 1819.10 2200 646
Nov 2090 21.00 2069 2088 .01 4,894 Mini S&P Midcap 400 (CME)-$100 x index Mini Russell 1000 (CME)-$50 x index
o " hCOFI‘Wt_flﬂCt L ctte Cho | tODe”t Dec 1998 2047 1987 2035 48 5416  Dec 2365.80  2429.00 2365.80 241090 4030 48120  Dec 2080.00 209010 2041.00 207530 25.40 10,609
open igh hilo Low ette g Interes| Cocoa (ICE-US)-10 metric tons; $ per ton. March'23 241140 3720 1 U.S. Dollar Index (ICE-US)-$1,000 x index
Copper-High (cMX)-25,000 Ibs; $ per Ib. Dec 2,388 2,459 2,378 2,434 62 99,072 Mini Nasdaq 100 (CME)-$20 x index Dec 112.88  112.88 11061 11077 -2.03 53,423
Nov 3.6370  3.7315 3.6345  3.7145 0.2580 1,647 March'23 2,380 2,452 2,377 2,430 58 101,498 Dec 10712.00 10974.25 10636.00 10890.25 162.25 281,405 March'23 11236 11236 11020 11037 -2.01 1069
Dec 34255  3.7085 34180  3.6865 0.2595 98,051 Coffee (ICE-US)-37,500 Ibs; cents per Ib. March’23 10824.00 11082.25 10746.75 11000.75 163.25 4,479 . ’ : . !
Gold (CMX)-100 troy oz; $ per troy oz. Dec 17440 177.90 17345 17575 355 66,278 Mini Russell 2000 (CME)-$50 xindex
Nov 1630.20 1674.50 1629.00 1672.50 4520 2,591 March'23 17115 17355 169.60  171.65 330 90,011 Dec 178150 1817.20 1771.80 180470 22.00 501,307 Source: FactSet
Dec 1631.70 1686.40 1631.10 1676.60 45.70 348,168 Sugar-WorId (ICE-US)-112,000 Ibs, cents per Ib.
Jan'23  1656.80 1691.10 A  1656.60 1683.60 45.80 37 March 18.50 18.82 18.48 18.71 .24 328,060
Feb 1645.80 1700.40 164580 1690.60 4570 94,423 May 1749~ 17.82 1749 17.77 .29 157912 .
April 166100 171520 166100 170570 4580 19,686  Sugar-Domestic(ICE-US)-112,000 bs; cents per lb. Bonds | wsj.com/market-data/bonds/benchmarks
June 1677.10 1730.00 1676.20 1720.70 4590 10,112 Jan 34.60 -.16 2,033
Palladium (NYM) - 50 troy oz, $ per troy oz. March 3495  -06 3173 - i 1
Pal -sOwoyoziSpertioyor e L (1CE-US) 50000 Ibs;cents perlh Global Government Bonds: Mapping Yields
Dec 179150 191900 178950 183950 4140 640 ~ Dec 8345 8787 8125 8693 393 92730 | yijeldsand spreads over or under U.S. Treasurys on benchmark two-year and 10-year government bonds in
Platinum (NYM)-50 troy oz § per troy oz. March23 8220  86.25 7940 8567 350 84,245 _ e : _ _
Nov 969.80 36.40 1 Orange Juice (ICE-US)-15,000 Ibs; cents per b. selected other countries; arrows indicate whether the yield rose(a) or fell (v) in the latest session
Jan23 92200 970.20 91890 96050 3640 49905  Nov 2780 665 139 o
Silver (CMX)-5,000 troy oz; $ per troy oz Jan'23 210.15 21575 A 210.00 21290 540 9,751 Country/ Yield (%) Spread Under/Over U.S. Treasurys, in basis points
Nov 1998'0 20.935" 19.95'0 20790 1.354 107 Coupon (%) Maturity,inyears Latest(®)-1 0 l 2 3 4 5 Previous  Monthago  Yearago Latest Prev Yearago
Dec 19500  20.95 19425 20784 1354 103,011 Interest Rate Futures 4375 US.2 4652V [ i | 4699 4097 0415
Crude Oil, Light Sweet (N\YM)-1,000 bbls;; $ per bbl Ultr: . P
3 - g a Treasury Bonds (CBT) - $100,000; pts 32nds of 100% P
Dec 87.90 9287 B8 9261 4l WO pec | 17290 12000 125260 126150 2070 1462439 2750 _10 4157 4 — 4123 3616 Lo2d
éal:) 23 ggz; g(l)gg gggg 23‘3 ﬁé 1;;;‘2} March'23 127-010 127-260 126-110  127-000 -2-05.0 19 0.250 Australia2 3286V | : 3394 3.033 0473 -139.31M -1335 55
e . . . . g & Treasury Bonds (CBT)-$100,000; pts 32nds of 100% P
March 8458  88.98 8453 8883 396 98243  pec 119300 120-090 118270 119-140 -28.0 1188492 1750 1o 382V | : : 3929 3720 1838 -29.81 225 254
June 81.91 85.85 8175 85.50 3.45 125713 March’23 119-270 120-010 118-210 119-070 -28.0 4,683 I 4
Dec 7811 8146 7793 8080 262 166517  Treasury Notes (CBT)-$100,000; pts 32nds of100% 0.000 France 2 2.234 A . 2180 1.658 0.756 2549 -117.4
NY Harbor ULSD (NYM)-42,000 gal; $ per gal. Dec 109-285 110-120 109-105 110-015 53,927,176 2.000 10 2833 A | i 2.783 2480 0.116 -132.710 -137.1  -146.8
Dec 3.8633  3.9568 3.8223  3.9148 .0495 70,856 March'23 110-045 110-215 109-235 110-110 522,927 —
éan’23l_ il%iBO%nB 36362  3.6971 0481 46,076 5 Yr. Treasury Notes (CBT)-$100,000; pts 32nds of 100% 0400 Germany2 2129 A | | 2.082 1561 -0.709 B -264.7  -112.8
asoline-| (NYM)-42,000 gal,; $ per gal. Dec 106-000 106-112 105-182  106-065 4.2 4,237,689 H
Dec 26955 28172 202 278 N9 S0 Mah WG065 10190 105212 W60 37874 1700 10 23024 ] ¢ ¢ 2245 1872 -0.224 -185] -191.0  -180.8
Jan'23 2.5853 26990 25767  2.6489 0661 58,343 r. Treasury Notes (CBT)-$200,000; pts 32nds of 100% I N R N
Natural Gas (NYM)-10,000 MMBtu; $ per MMBtu. Dec 101-241 101-283 101-183 101277 3.0 2,231,246 0.000 ltaly 2 2.875 A P 2835 2.609 0.266 180 1894 -63.4
Dec 5935  6.510 5893 6400 425 90,710 March'23 101-276 102-023 101-242  102-018 32 4734 2.500 10 4458 A | | 4424 4197 0.939 B 29.9 270  -64.6
Jan'23 6298 6873 6267 6754 424 140286 30 Day Federal Funds (CBT)-$5000,000;100 - daily avg. -
Feb 6119  6.641 6079 6529 391 60,062 Nov 96.2150  96.2175 96.2125  96.2150 403,467 0.005 Japan 2 -0.040 A | ® : -0.045 -0.058 -0.100 EIFAIC) -477.3  -51.8
March 5532 5.954 5.505 5873 336 100,656 Jan'23 ~ 95.5700 95.6000 95.5400 95.6000 .0250 299,967 P
April 4763 5111 4763 5018 241 81,145 10 Yr. Del. Int. Rate Swaps (CBT)-$100,000; pts 32nds 0f 100% 0.200 10 0257 A | @ 0.247  0.232 0082 EITENM -390.7  -150.2
Ma: 4736 5.046 4731 4.961 232 85,920 Dec 88-070  88-175 87-245  88-055 -3.0 16,049 N
Y Three-Month SOFR (CME)-$1,000,000; 100 - daily avg. 0.000 Spain 2 2.339 A 2303 1939 -0.639 -234. 2426 -105.8
A Sept 96.5175 96.5225 96.5175 96.5225 .0050 625,803 A R - o
AngCUIture Futures March'23 949150 94.9800 Vv 94.8150 94.9750 .0550 1,129,748 2.550 10 [3.362 3322 3071 0450 79'7. 833 Lo
Corn (CBT)-5,000 bu; cents per bu. Eurodollar (CME)-$1,000,000; pts of 100% 0.125 UK. 2 3.016 v 3.040 3.882 0485 -166.4 M -168.9 6.6
Dec 679.25  685.25 67850  681.00 1.75 576,342 Nov 95.3050 95.3425 95.2825 95.3325 .0350 138,646
March’23  684.75  690.75 684.00 68675  2.00 386,054 Dec 94.8500 94.8950 v 94.7900 94.8900 .0400 1,560,594 4.250 10 3.535 A 3515 3.867 0.942 -62.50 -63.9 -64.2
0ats (CBT)-5,000 bu, cents per b, March'23 945950 94.6600 ¥ 944950 94.6500 0550 905,832
Dec 387.00  395.50 38525 39075 625 2,565 Dec 94.9000 95.0000 v 94.7700 94.9850 .0750 902,254 Source: Tullett Prebon, Tradeweb ICE U.S. Treasury Close
March'23  391.25 399.75 39125  393.75 5.25 1,494
Soybeans (CBT)-5,000 bu; cents per bu. Currency Futures Corporate Debt
Nov 1424.25 1453.75 142425 165130 2475 1699 japanese Yen (CME)-¥12500,000;$ per 100¥ Prices of firms’ bonds reflect factors including investors’ economic, sectoral and company-specific
Jan'23  1436.25 1465.50 143150 1462.25 25.25 256,837 Nov 6752 6829 6745 6819 0066 678 . 4
Soybean Meal (CBT)-100 tons; $ per ton. ’ ' : ' : expectations
D 41500 42280 41490 420.40 610 132915 Dec .6781 .6860 6760 6847 0067 255,573 .
ec : : : - : : Canadian Dollar (CME)-CAD 100,000; § per CAD Investment-grade spreads that tightened the most...
Jan'23 407.70 41550 407.70  412.80 530 96,534 Nov 7290 7425 7273 7422 0136 329
Soybean Oil (CBT)-60,000 bs; cents per b : . : . ' % Yield i Rpreaggbaisonts
Y g 4 perib. Dec 7276 7427 7274 7424 0136 145,253 Issuer Symbol Coupon (%) Yield (%) Maturity Current ~ One-daychange  Last week
Dec 75.45 77.42 75.18 7717 1.88 110,328 P . . - - - T 551
Jan23 7334 7514 7509 7485 167 97559  DritishPound(CME)-£62500:5 per £ Credit Suisse cs 2.950 7.90 April 9,25 330 -29 331
.o R - : g ’ Nov 11159 1.1384 11153 11371 .0204 1,576 " : 2 -17
Rough Rice (CBT)-2,000 cwt; $ per cwt. Credit Agricole ACAFP 4.375 726 March17,'25 267 n.a.
” J Dec 11171 1.139% 11156 11381 .0203 245,127 / 1
Nov 17.31 13 272 Swiss Franc (CME)-CHF 125,000; § per CHF PG&E PCG 3.150 6.71 Jan.1,"26 232 -16 n.a.
Jan23 1750 1777 1749 1770 12 6378 Do 0914 10117 9903 10104 0180 53283 | MorganStanley Ms 4.300 6.10 Jan.27,'45 160 -13 190
Wheat (CBT)-5,000bu; cents perbu | ’ | ! | ’ T 7 1
D 1000 85550 000 84795 725 133813 March'23  1.0047 ~ 1.0223 1.0015 10211 0182 348 | ConocoPhillips cop 5.900 5.44 Oct. 15,32 128 -12 35
Morch23 86150 87400 S s 720 150 Australian Dollar (CME)-AUD 100,000;$ per AUD UniCredit ucGIm 4.625 6.73  April12,27 240 -12 n.a.
V\?E\ceat KO 5000bu: cents perbu. - : " Nov 6293 6484 6287 6478 0178 222 | WellsFargo WFC 3.900 6.13 May 1,45 166 -12 184
000 bu, cents per bu. Dec 6298 6492 624 6485 0178 173202 | Apple AAPL 3.850 5.36 May 4,43 86 -11 93
Dec 943.75  958.50 939.00 95325 12.00 60,756 i ~ . . . i
March’23  940.75  955.00 937.50  950.75 12.00 47,135 Mexican Peso (CME)-MXN 5000005 per MXN H
arc : - - - : ' Nov 05115 00032 s | ..And spreads that widened the most
Cattle-Feeder (CME)-50,000 Ibs, cents per Ib. Dec 05049 05100 A 05044 05084 00033 294,828 —
Nov 177.625 178.825 177475 177825 -175 3677 Eypo (CME)-€125000.$ per€ ’ Prudential PRUFIN 3.125 6.22  April14,730 206 21 210
Jan'23  179.550 180.600 178800 179.625 200 24875 oo 9769 9972 9749 9954 019 6364 | VistraOperations 5.125 6.64 May 13,25 206 1 204
Cattle-Live (CME)-40,000 Ibs; cents per Ib. Dec 9779 9998 9773 9980 .01% 650,151 | HSBCHoldings HSBC 6.500 817  Sept.15,'37 400 8 n.a.
Dec 152150 152500 151550 151650 -300 112573 Owl Rock Core Income ORCINC 5.500 7.85 March21,'25 324 7 365
Feb'23  154.975 155.300 154300 154375 -.500 75,369 7
Hogs-Lean (CME)-40,000 Ibs; cents per b, Procter & Gamble PG 0.550 4.81 Oct. 29,25 22 6 n.a.
Dec 84175 84.175 82.825 82975 -400 77,099 Mini DJ Industrial Average (CBT)-$5 x index Raytheon Technologies RTX 6.700 5.77 Aug.1, :28 142 5 149
Feb’23  87.875 87.925 86400 86.425 -750 52156  Dec 31995 32632 31870 32428 411 74858 | SocieteGenerale SOCGEN 2.625 6.93 Jan.22,'25 231 4 224
Lumber (CME)-110,000 bd. ft, $ per 1,000 bd. ft. March23 32192 32861 32151 32670 421 1,348 | Target TGT 2.500 491 April 15,726 57 4 n.a.
Nov 43520 435.60 420.20  435.00 206 Mini S&P 500 (CME)-$50 x index - - < - - PO
Jan23 43740 43810 v 4230 43810 330 1563 Dec 372400 38550 371100 3meso sizs2usss0 | High-yieldissues with the biggest price increases...
—— Bond Price as % of face value ——
Issuer Symbol Coupon (%) Yield (%) Maturity Currentrl Onerdgaychangev Eastweek
H Embarq 7.995 21.79 Junel,’36 40.500 2.00 41.992
Exchange-Traded Portfolios | wsi.com/ETFresearch Goldman Sachs 6s 6315 672  Feb.15'34 9706 172 95.963
Closing Cha YTD Teva Pharmaceutical Finance Netherlands ... 3.150 7.93 0ct. 1,726 84.250 0.88 84.870
osing Chg : ’
‘ Largest 100 exchange-traded funds, latest session ETF Symbol Price. @iy () | Occidental Petroleum oxy 6.950 5.50 July1,724 102.250 0.78 18;??2
- Intelsat Jackson Holdings INTEL 6.500 8.01 March15,'30 91.730 0.73 .
. N iShRusselll000Gwth IWF 212.04  1.02 -30.6 N as " '
Friday, November 4, 2022 ETF Symbol 1sing Chg YID | ispRusselloooval WD 14876 149 -114 | United Airlines Holdings UAL 4.875 716  Jan.15,'25 95.450 0.58 n.a.
Closing Chg YTD ymbol Price () (9 | ishRusselZ000 WM 17668 135 -157 | Navient NAVI 6.750 9.26  June25,25 94250 050 96370
ETF Symbol Price (%) (%) | i .05 -17.6 | iShRussellMid-Cap - 20 -19. /
el e (000 | S hee 5% 4% S | Ssdvale e o I3 i | Transocean 0800 1193 Marchl5’38| 64250 050 61000
nsmrDiscSelSector . .84 -32.7 | | o - " 2 | iShRussell1000 IWB 20719 128 -21.6 < < -
CnsStapleSelSector  XLP 7185 11§ -68 | iohSclectDividend - VY 11840 175 34 iShsspsoocrowth W 5760 153 312 | ~.And withthe biggest price decreases
DimenUSCoreEq2 ~ DFAC 23.99 152 -172 | IShESGAwareUs ESGU 8347 147 -226 | ishsspsoovalue  IVE 14229 135 -92
EnSelSectorSPDR XLE 9142 122 647 | IShEdgeMSCIMInUSA USMV  69.78 081 -13.7 | .oy cp B Pay SHV 10982 001 -05 | Lumen Technologies LUMN 6.875 11.58 Jan.15,'28 82.000 -2.75 n.a.
FinSelSectorSPDR XLF 3391 1.83 -13.2 | iShEdgeMSCIUSAQual QUAL 11014 162 -243 iShTIPSBondETF TIP 10534 037 -185 | Occidental Petroleum oxY 6.200 6.78 March 15, 40 94.150 -1.10 95.165
HealthCareSelSect ~ XLV 130.81 0.1 -7.2 | iShGoldTr AU - 3LOL 307 -83 | igh13vTreasuryBd  SHY 8068 011 57 | o : ; i’ ; 0.60 85.102
IndSelSectorSPDR ~~ XLI 9507 160 -102 | iShiBoxx$HYCpBd ~ HYG 7290  0.69 -162 | i2p7 7 0vTrenBa EF 9342 -021 -138 | DishDBS 7.750 15.41 July 1,726 79.190 -0. .
InvscQQQl QQQ 26468 161 -335 | iShiBoxx$InvGrCpBd  LQD 10112 020 -23.7 | isho04yTreaBd TLT 9422 -168 -364 | CSCHoldings CSCHLD 5.250 9.78 Junel, 24 93.570 -0.43 96.250
InvscS&PS00EW RSP 13791 155 -153 | IShJPMUSDEmgBd ~ EMB 8041 160 -26.3 | ishisTreasuryBd ~ GOVT 2223 -0.22 -16.7 — ;
iShCoreDivGrowth ~ DGRO 4851 161 -12.7 !épmg?a’gw XIC%VBI ;ggg g§§ —%g% JPMEquityPrem JEPI 5380 098 -149 | OneMainFinance OMF 8.250 7.20 Oct.1,'23 100.888 -0.16 lggggg
iShCoreMSCIEAFE ~ IEFA  57.04  3.86 -23.6 | | . .35 -22. - I ' - .
iShCoreMSCIEA! IEFR 5703 386 -3¢ '22“&2%‘.% /:AFE EE :\n 2253 22; ‘§§§ JSI;I\S r?éfrangﬂm JBII’ET 3(112471 882 0%3 Ford Motor Credit 3.370 6.67 Nov.17,'23 96.780 0.05
iShCoreMSCITotint ~ IXUS 5445  3.81 -23.2 | i . .23 -25.9 | SPDR Gold GLD 15647 3.07 -85 | ‘Feti ] ’ : y ; ; . s Doints= . i i g
iShCoreS&P500 WV 37784 141 —20.8 iShMSCIEAFEValue EFV 4250 394 -157 | SpDRS&P50OValie SPYV 3818 135 -0 Estimated spread over 2 year,.3 y.ear,S year, 10 ygarorBO .ygarhot run Treasury; 100 basis points=one percentage pt,; change in spread shown is for Z-spread.
iShCoreS&P MC JH  239.85 171 -153 | iShNatiMuniBd MUB 101.89  0.24 -12.4 | SPDRPtfS&P500 SPLG 4425 142 -20.7 | Note:Dataare forthe mostactiveissue of bonds with maturities of two years or more
iShCoreS&P SC DR 9594 157 -16.2 | iSh1-5YIGCorpBd IGSB 48.99 035 -9.1 | SPDRS&P500Growth SPYG 49.89  1.46 -31.2 Source: MarketAxess
iShCoreS&PTotUS ITOT 8370 127 -21.8 iShPfd&Incm PFF  29.95 -0.23 -24.0 | SchwablIntEquity SCHF 3050 3.78 -215
SchwabUSBrdMkt ~ SCHB 44.20  1.24 -21.8
SchwabUS Div SCHD 7347 184 -9.1 D d d Ch
- SchwabUS LC SCHX 4445 130 -21.9 ivi en anges
SchwabUSLCGrw ~ SCHG 5518 091 -32.6
Borrowing Benchmarks | ws.com/bonds ScwabUSLCGrw  SCHG 5515 01 -326
g;fBMFI{a[I;JLIJE_'I[IPS gflI\lP ggﬁﬁ gg; -%g KEY: A: annual; M: monthly; Q: quarterly; r: revised; SA: semiannual; S2:1: stock split and ratio; SO: spin-off.
r . .33 -
Money Rates November 4,2022 | spprsspMdcpTr MDY 43893 170 -152 Amount Payable/ Amount Payable/
) ) ) DR S&p 200 Py aess 144 =208 | company Symbol  Yid% New/Old Frq Record  Company Symbol  Yid% New/Old Frq Record
Key annual interest rates paid to borrow or lend money in U.S.and TechSelectSector ~ XLK 12099  1.83 -30.4 -
international markets. Rates below are a guide to general levels but UtlitesSelSector XL 709 01 63 | Increased Foreign
) . i Y g VangdInfoTech VGT 31053 130 -322 | AmerisourceBergen ABC 12 485/46 Q Nov28/Novl4  AlgonquinPwrNts2078 AQNA 7.6 42969 Q@  Janl7/Jan03
don’t always represent actual transactions. \\;ggggggtmt ggg gggg %Zg %g}; BlackRock TCP Capital ~ TcPc 98 32/30 Q  Dec30/Decl6  Barrick Gold Gob 46 15 @ Decl5/Nov30
Week 52-WEEK VangdSCGwvth VBK 20072 017 -288 | BOKFinancial BOKF 20 54/53 Q@ Nov25/Novl5 BCEInc BCE 61 6751 Q@  Janl6/Decl5
Latest aiﬁ) T-Iigt; Lo;v VangdDivApp VIG 14642 150 -14.7 | California Resources CRC 23 2825/17 @ Decl6/DecOl  BrightSpherelnvtGroup  BSIG 0.2 .01 Q Dec30/Decl6
Sept.index  Chg From (%) : ¥:23§E§E%§XM‘< Wﬁ’ g;gg Zgg :%ﬂ Cogent Communications ~ CCOl 6.6 915/905 @  Dec02/Nov18 Brookfield FinNt101680 BAMH 71 28906 Q Janl6/Jan02
level  Aug.'22 Sept.2l Switzerland 100 100 1.00 0.00 | vangdFTSEEwrope VGK 5124 459 -249 | ConocoPhillips cop 15 51/46 Q  DecOl/Novl5  Brookfield Infrastructure BIP 40 36 Q Dec30/Nov30
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Inflation Looms

As Risk, Fed Says

By ANDREW ACKERMAN

WASHINGTON—Elevated
and persistent inflation is
among the greatest near-term
risks to the U.S. economy and
financial system, the Federal
Reserve said, while also warn-
ing about rising friction in trad-
ing of U.S. government debt.

Fed Vice Chairwoman Lael
Brainard said Friday there is a
risk that an unexpected shock
could amplify existing vulnera-
bilities in the financial system,
in a statement accompanying
the release of the central
bank’s latest report on finan-
cial stability.

“It’s important to remain
attentive to the risks raised in
the report and to work with
domestic and international
regulators to support the resil-
ience of the financial system,”
she said.

The Fed and other central
banks are raising interest
rates at the fastest pace in
more than four decades to
beat back inflation by slowing
economic growth. The risk is
that rate increases can cause
disruptions in lending, which
swelled when rates were low.
Amid high inflation and signif-
icant economic uncertainty,
global stock and bond markets
have been highly volatile, with
investors aggressively pulling
back from risk taking.

U.S. policy makers have
identified the market for U.S.
government debt as a source
of concern and are already
working to boost its resilience.
Friday’s report said policy
makers would release an up-
date on their work.

Though trading in the $24
trillion U.S. Treasury market
has continued to operate rela-
tively smoothly, some mea-
sures of the health of the mar-
ket, which is critical to the
broader financial system, are
trending in worrying direc-
tions, the report said.

“These liquidity strains ap-
pear to be primarily a conse-
quence of the elevated interest
rate volatility associated with

uncertainty about the economic
outlook,” the Fed report said.

Treasury Secretary Janet
Yellen said Oct. 24 that she is
monitoring declining liquidity
for U.S. Treasurys but isn’t
particularly concerned about
it. An interagency working
group is studying possible re-
forms to the Treasury market,
which some observers say is
still vulnerable to breakdowns
like the one that occurred in
March 2020. “While you do
see some signs of higher costs
and little bit less liquidity, we
do not have a problem at this
point,” she said. “It’s not unex-
pected that in a world of in-
creased volatility that liquidity
should diminish somewhat or
the cost of transacting might
rise a little.”

The prospect of volatility in
the Treasury market is a con-
cern to U.S. officials, not only
because the market sets U.S.
borrowing costs but also be-
cause Treasury yields underpin
a range of borrowing rates for
homeowners and companies.

Separately, the report
warned that Russia’s invasion
of Ukraine, stresses in China,
the strength of the dollar, and
other developments abroad
could lead to “adverse devel-
opments in some economies,
which could affect U.S. finan-
cial stability.”

Friday’s report signaled less
concern from households and
businesses. Despite a sharp de-
cline in the stock market dur-
ing the first half of 2022,
household finances remain
strong, “with elevated levels of
liquid assets and large home
equity cushions.” Borrowing by
households also continued to
rise in line with income and is
mostly concentrated among
borrowers with low credit risk,
the report said.

Watch a Video
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for a video on
how the Fed
makes—and
loses—money.
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PUBLIC NOTICES

Sanford Heisler Sharp, LLP (“Sanford Heisler”) is providing notice of an incident that may affect the security of
information relating to certain individuals. Sanford Heisler takes this incident seriously, and this notice provides
details of the incident, Sanford Heisler’s response, and steps impacted parties may take to protect against possible

misuse of personal |nformat|on, should they wish to do so.

What Happened? On or about April 1, 2022, Sanford Heisler became aware of suspicious activity related to certain
computer systems on our network. Sanford Heisler immediately launched an investigation, with the assistance of
third-party forensic specialists, to determine the nature and scope of the activity. The investigation determined that
there was unauthorized access to certain computer systems from March 19, 2022 to April 1, 2022, and certain files
were accessed or acquired from these systems by an unauthorized actor. Sanford Heisler began an in-depth review
of the affected files to determine what, if any, sensitive information was contained within them. On September 28,
2022, Sanford Heisler’s review determined that the affected files contained personal information related to certain
individuals. Sanford Heisler then began working to verify the information in the files and locate address information
for those who may be affected in order to provide individuals with direct notice of the event where able to do so.

What Information Was_ Involved? The information at issue for each person varies, but the following types of
information were contained in the impacted files: name, Social Security number, driver's license number, medical
and health-related information, health insurance information, financial account information, payment card number,
passport number, and username and password and/or account access information for an online account. The
individuals who were identified as affected by the event whose addresses were located by Sanford Heisler are being
mailed letters that detail the types of information at issue for them. If you did not receive a letter but would like
to know if your information was affected, you may contact Sanford Heisler using the phone number provided below

to confirm.

What Is Sanford Heisler Doing? Sanford Heisler takes the confidentiality, privacy, and security of information in
its care seriously. Upon discovery of the incident, Sanford Heisler immediately worked to secure its systems and
commenced an investigation to confirm the nature and scope of the incident. Sanford Heisler has also taken steps to
implement additional safeguards and review its policies and procedures relating to data privacy and security.

Although Sanford Heisler has no evidence of any identity theft or fraud resulting from this event, Sanford Heisler is
providing affected individuals with access to 12 months of complimentary credit monitoring and identity protection
services. If you believe you may be affected by this event and did not receive a letter with instructions to enroll in
these services, please contact the dedicated assistance line below to confirm your eligibility to receive these services.
What Affected Individuals Can Do. Sanford Heisler encourages those who may be affected to enroll to receive the
complimentary credit monitoring and identity protection services through Equifax. Sanford Heisler also encourages
individuals to remain vigilant against incidents of identity theft and fraud, to review account statements, and to

monitor credit reports for suspicious activity.

For More Information. Sanford Heisler understands that you may have questions about this incident that are not
addressed in this notice. To ensure your questions are addressed in a timely manner, please contact our toll-free
dedicated assistance line at 855-768-1274 9:00 am to 9:00 pm Eastern Monday through Friday (excluding some U.S.
national holidays). You may also write to Sanford Heisler at 1350 Avenue of the Americas New York, NY 10019.

The Federal Trade Commission can be reached at: 600 P

identitytheft.gov; 1-877-ID-THEFT (1-877-438-4338).

ia Avenue NW, Wash DC 20580; www.

The Federal Trade Commission also encourages those who

discover that their information has been misused to file a complaint with them. You can obtain further information
on how to file such a complaint by way of the contact information listed above. You have the right to file a police
report if you ever experience identity theft or fraud. Please note that in order to file a report with law enforcement for
identity theft, you will likely need to provide some proof that you have been a victim. Instances of known or suspected
identity theft should also be reported to law enforcement and your state Attorney General.

The New York Attorney General may be contacted at: Office of the Attorney General, The Capitol, Albany, NY 12224-

0341; 1-800-771-7755; or https://ag.ny.gov/.
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Sean ‘Diddy’ Combs is buying the operations from Cresco Labs and Columbla Care. A Columbla Care dispensary in Greenfleld Mass.

‘Diddy’ Buys Cannabis Businesses

By JENNIFER MALONEY

Sean “Diddy” Combs agreed
to purchase licensed mari-
juana operations in three
states for up to $185 million,
adding a new business to a
portfolio that includes fashion,
media and spirits.

If approved by U.S. and
state regulators, the deal could
create the nation’s largest
Black-owned and licensed can-
nabis company. Mr. Combs
said he wants to use the busi-
ness as a platform to increase
Black participation in the can-
nabis industry.

He said he decided to enter
the market to help address
long-running inequities. Black
people have been dispropor-
tionately arrested for mari-
juana crimes, research has
shown. They also make up a
tiny percentage of those mak-
ing money from the legal can-
nabis market.

In the 26 years since Cali-
fornia first legalized medical

marijuana, cannabis has
grown into a $27 billion legal
business in the U.S. and is
projected to reach $42 billion
in annual U.S. sales by 2026,
according to data service
BDSA.

Many Black entrepreneurs
seeking to open legal cannabis
businesses say they have been
hampered by limited access to
financing, capital and banking
services, among other barriers
to entry.

“It’s diabolical,” Mr. Combs,
53 years old, said in an inter-
view. “How do you lock up
communities of people, break
down their family structure,
their futures, and then legalize
it and make sure that those
same people don’t get a
chance to benefit or resurrect
their lives from it?”

The hip-hop impresario is
purchasing the cannabis oper-
ations from Cresco Labs Inc.
and Columbia Care Inc., two
of the largest cannabis busi-
nesses in the U.S., which must

divest assets in several states
as part of a planned merger.

Under the deal, a new com-
pany controlled by Mr. Combs
would acquire nine retail
stores and three production
facilities in New York, Massa-
chusetts and Illinois. His com-
pany would pay $110 million in
cash and $45 million in debt
financing, plus additional
money based on certain mar-
ket-growth milestones. Cresco
and Columbia agreed to merge
in March.

Cresco Chief Executive
Charlie Bachtell said he shares
Mr. Combs’s goal of increasing
diversity within the legal can-
nabis industry.

Mr. Combs’s foray into can-
nabis follows a recent move by
rapper Jay-Z, born Shawn
Carter, to create a fund to in-
vest in minority-owned canna-
bis startups.

Mr. Combs said he has been
considering an investment in
the cannabis industry for sev-
eral years. Tarik Brooks, presi-

dent of Mr. Combs’s company,
Combs Enterprises, began con-
versations with Cresco in 2018
about a potential partnership
and Mr. Combs’s desire to
change the industry.

No deal came together, but
Cresco last year appointed Mr.
Brooks to its board. Mr.
Brooks recused himself from
Cresco board discussions on
the divestiture, the companies
said.

Mr. Combs has worked on
consumer brands for years. He
founded the fashion brand
Sean John more than two de-
cades ago and recently reac-
quired the brand. He also has
developed several beverage
brands, including partnerships
with Diageo PLC on Ciroc
vodka and DeLedn tequila.

Among the assets in the
cannabis transaction, Mr.
Combs’s company would ac-
quire retail locations in Man-
hattan, Brooklyn and Chicago.

Cannabis is still illegal un-
der federal law.

Ransomware Reports, Costs Soared in "21

By JAMES RUNDLE

U.S. banks flagged ransom-
ware-related transactions add-
ing up to more than $1 billion
in 2021, the Treasury Depart-
ment said, although risk ex-
perts said that barely scratches
the surface of cybercrime’s
true economic scale.

Data released by the Finan-
cial Crimes Enforcement Net-
work, or FinCEN, this week
showed the number and value
of transactions that banks had
flagged as related to ransom-
ware in 2021 reached $1.2 bil-
lion, spread across 1,489 re-
ports to regulators. In 2020,
such transactions totaled $416
million across 487 reports.

“I think we’re seeing the tip
of the iceberg in terms of
what these actual payments

are,” said Paul Benda, senior
vice president for operational
risk and cybersecurity at the
American Bankers Association,
a trade group for banks.
When FinCEN looked at
cryptocurrency passing
through virtual wallets believed
to be used by hackers handling
ransom payments during the
first six months of 2021, ana-
lysts found about $5.2 billion in
bitcoin transactions alone,
flowing out of 177 wallets.
Banks must file suspicious
activity reports, or SARs, with
FinCEN when they think that
transactions are related to
crime, under a 2020 law de-
signed to combat money laun-
dering. The process for spot-
ting suspicious transactions
differs from bank to bank, and
flagged transactions include

not only payoffs, but those
suspected of filtering proceeds
from ransoms through the fi-
nancial system. FinCEN is an
arm of the Treasury that ana-
lyzes financial data to identify
money laundering, terrorist fi-
nancing and other crimes.
Reports from the first six
months of 2021 alone exceeded
the total for all of 2020, FinCEN
said, noting that around 75% of
incidents in 2021 stemmed
from Russia-based cyber actors.
The report didn’t directly
blame the Russian government,
and Moscow has denied in-
volvement in cyberattacks.
The rise in the volume of
SARs and the value attached
to those reports doesn’t neces-
sarily mean that the number
of attacks is rising. Banks
could be overreporting out of

caution, said Teresa Walsh,
global head of intelligence at
the Financial Services Infor-
mation Sharing and Analysis
Center, a cybersecurity intelli-
gence-sharing network for the
financial sector.

High-profile incidents have
boosted reporting, Ms. Walsh
said, citing the breach of So-
larWinds Corp. software that
was disclosed in December
2020 and affected almost a
dozen federal agencies and
100 companies, and the cyber-
attack on Colonial Pipeline Co.
in May 2021.

The U.S. has ramped up ef-
forts to counter ransomware,
most recently by hosting an
international summit on the
topic earlier this week, with
the European Union and more
than 30 countries taking part.

HSBC

Pressed by
Big Investor

Continued frompage Bl
provide the bulk of the com-
pany’s profits—from its busi-
nesses elsewhere.

“As one of HSBC’s major
shareholders, we are most
concerned about HSBC’s per-
formance, dividends and mar-
ket capitalization,” Huang
Yong, chairman of Ping An As-
set Management, said in the
comments. “HSBC’s perfor-
mance on these indicators has
been far below that of an
equivalent peer group and far
below the expectations of
most shareholders.”

He added that Ping An “will
support any initiatives includ-
ing a spinoff that are condu-
cive to improve HSBC’s perfor-
mance and value.”

HSBC, Europe’s biggest
bank by market value, is based
in London but earns most of
its profit in Asia, particularly
in Hong Kong and mainland
China.

Ping An invested in HSBC in
2015, Mr. Yong said. Tension
between the companies rose
after HSBC suspended its divi-
dend in 2020 to satisfy a de-
mand from UK. regulators
concerned about banks’ ability
to weather the sharp pan-
demic-induced downturn.

HSBC said the criticism was based on statistics that didn’t include the bank’s recent performance.

HSBC has since resumed
paying dividends, though not
at their prepandemic size and
has said that profits are rising
because of cost-cutting, a
broad restructuring and rising
interest rates. The bank is al-
ready shifting its focus to
Asia—while retrenching from
North America and parts of
Europe—as part of a broad re-
vamp.

HSBC’s management has re-
sisted splitting up the com-
pany, a move that they said
would undermine its strategy
of being an international bank
that connects regions around
the world.

Mr. Yong said HSBC should
be “much more aggressive in

radically reducing its costs” in
areas such as staffing, infor-
mation technology and head-
office costs.

“This is the most impor-
tant, urgent and absolutely
needed action for HSBC to im-
prove its business perfor-
mance, reducing costs and in-
creasing efficiency,
particularly amid slowing
growth in the global financial
industry,” he said.

HSBC said Friday that Mr.
Yong’s criticism of the bank
was based on statistics that
didn’t include its performance
in recent quarters.

“We have kept a tight grip
on costs by driving greater ef-
ficiencies across the organiza-

tion,” HSBC said. “We remain
on track to hit all of our finan-
cial targets.”

Last week, HSBC surprised
investors by announcing that
Chief Financial Officer Ewen
Stevenson would step down at
the end of the year. Mr. Ste-
venson, viewed widely as a top
candidate to eventually suc-
ceed Chief Executive Noel
Quinn, decided to resign after
becoming impatient with the
timetable for the CEO job to
open up, The Wall Street Jour-
nal reported this past week.

In Hong Kong, HSBC shares
have fallen nearly 12% this
year, compared with a 32%
drop in the broader Hang Seng
Index.
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MARKETS

Stocks Gain, End Week Lower

Despite Friday’s rise,
inflationary pressures
are continuing to
weigh on the markets

By KAREN LANGLEY
AND ANNA HIRTENSTEIN

U.S. stocks rose Friday but
finished the week with losses
after the monthly jobs report
did little to shift expectations
for continued interest-rate in-
creases from the Federal Re-
serve.

Stocks have come under
pressure in recent days as cen-

tral banks in-
FRIDAY’S cluding the Fed
MARKETS

and the Bank
of England ag-
gressively raise interest rates
to combat inflation. Fed Chair-
man Jerome Powell signaled
this week that officials might
raise borrowing costs next year
more than they had projected.

The Dow Jones Industrial
Average lost 1.4% for the week,
snapping a four-week winning
streak, while the S&P 500 fell
3.3%. The tech-heavy Nasdaq
Composite Index declined 5.6%
in its worst week since January.

As they have for months,
investors scrutinized the fresh
employment data for clues
about how much more the Fed
may tighten financial condi-
tions as it seeks to cool the
economy and bring down high
inflation.

The report Friday left intact
the picture of a strong U.S. la-
bor market. Employers added
a seasonally adjusted 261,000
jobs in October, while wage
gains ticked up from the previ-

Index performance this past week
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ous month.

“Today’s numbers probably
weren’t numbers the Fed
wanted to see,” said Rusty
Vanneman, chief investment
strategist at Orion Advisor So-
lutions. “They really need some
economic softness to slow in-
flationary pressures, and this
number didn’t give it.”

Still, there were signs that
the economy is slowly losing
momentum. The monthly jobs
gains were the fewest since
December 2020, and wage in-
creases have eased on an an-
nual basis.

Major indexes fluctuated
during the day, with stocks
rallying in the morning before
slipping into negative territory
and wavering around the flat-
line. They rose in the after-
noon to end the day higher.

The S&P 500 gained 50.66

I
Fri.

I
Thurs.

points, or 1.4%, on Friday to
3770.55. The Dow industrials
added 401.97 points, or 1.3%,
to 32403.22. The Nasdaq Com-
posite advanced 132.31 points,
or 1.3%, to 10475.25.

With threats to the econ-
omy and corporate earnings as
the Fed continues to raise
rates, few investors expect the
markets to settle down soon.

“With all the negative news,
we think we have a lot of vola-
tile days ahead,” said Mace Mc-
Cain, chief investment officer
at Frost Investment Advisors.

One analyst suggested that
investors may finally be com-
ing to terms with the Fed’s
plans for raising interest rates.

“Investors  have gone
through the five stages of
grief this year, and with to-
day’s jobs report, maybe
they’ve finally reached accep-

tance,” said Michael Arone,
chief investment strategist for
SPDR Americas at State Street.

In addition to signs of
hawkishness from the Fed,
concerning notes from the con-
tinuing earnings season may
have weighed on stocks re-
cently, said Ellen Hazen, chief
market strategist and portfolio
manager at F.L.Putnam Invest-
ment Management Co.

“Some of those have indi-
cated higher cost pressures and
higher inflation as well as lower
revenue growth,” she said. “You
put that all together and it’s
been a fairly sobering week.”

With most companies in the
S&P 500 having reported, ana-
lysts expect that earnings grew
2.1% in the third quarter from a
year earlier, down from projec-
tions for 9.7% growth at the end
of June, according to FactSet.

Earnings reports drove
moves in individual stocks.
Shares of Starbucks jumped
$7.18, or 8.5%, to $91.86 after
the company reported record
sales last quarter but also said
its profit was eroded by higher
wages and investments. PayPal
shares dropped $1.37, or 1.8%,
to $75.18 after the fintech com-
pany cut its revenue outlook.

The yield on the benchmark
10-year U.S. Treasury note
rose to 4.157% Friday from
4.123% on Thursday. Yields
rise as bond prices fall.

Oil prices rose, with global
crude benchmark Brent adding
4.1% to trade at $98.57 a bar-
rel. Traders are betting that
energy demand would rise if
China loosens Covid-19 rules.

—Matt Grossman
contributed to this article.

Covid Optimism Lifts Hang Seng

By JinG YANG AND REBECCA FENG

Shares of Chinese compa-
nies listed in Hong Kong
jumped Friday after U.S. offi-
cials wrapped up a crucial au-
dit inspection in the city and a
transcript circulated on social
media suggesting China was
considering easing its strict
coronavirus policies.

The Hang Seng Index closed
more than 5% higher after Chi-
nese stocks in a variety of sec-
tors saw heavy buying. Tech
giant Alibaba Group Holding
Ltd., vehicle maker Geely Au-
tomobile Holdings Ltd. and
restaurant chain Haidilao In-
ternational Holding Ltd. were
all up by double-digits in per-
centage terms. China’s CSI 300
index ended the day up 3.3%
and the Shanghai Composite
Index was 2.4% higher.

The big driver appeared to
be a speech made Friday
morning by Zeng Guang, the
former chief scientist at the
Chinese Center for Disease
Control and Prevention, who
said the country’s strict zero-
Covid policy will undergo sig-
nificant changes, according to

people familiar with the mat-
ter. He was speaking during a
conference held by Citigroup
Inc.

Mr. Zeng said the peak rate
of Covid testing in China has
passed and that 90% of tests
will be eliminated. The process
of reducing the number of
tests is under way, he said. Mr.
Zeng also said that the border
between Hong Kong and main-
land China will open in the
first half of next year or even
earlier, and the border reopen-
ing between the mainland and
the rest of the world will fol-
low.

Daryl Liew, head of portfo-
lio management at wealth-
management company SingAl-
liance, said it was surprising
that the market moved so
much based on something that
had “nothing really underpin-
ning it.”

“Imagine if you have some-
thing tangible, what the mar-
ket reaction would be?” Mr.
Liew said.

The rally spilled over into
U.S. trading. The ADRs of Ali-
baba, Baidu Inc., JD.com Inc.
and NetEase Inc. rose more
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than 5%. In Europe, shares of
luxury-goods companies in-
creased, too. LVMH Moét Hen-
nessy Louis Vuitton SE rose
5.7%.

0il prices climbed as well,
with Brent crude rising 4.1%.
The U.S. dollar weakened on
the news; the WSJ Dollar In-
dex, which measures the
greenback against a basket of
other currencies, fell 1.7%.

China’s health authorities

were to host a news confer-
ence Saturday afternoon to
discuss the government’s
Covid-19 policies.

The rally in Chinese shares
meant the Hang Seng Index
closed the week up 8.7%. That
puts the index around the
level it was trading on the last
trading day of the national
congress.

Chinese stocks listed in
Hong Kong and mainland
China had already started the
day strong, after U.S. officials
prepared to wrap up their in-
spections of the audit records
of Chinese firms in Hong
Kong. That sets the stage for a
decision that will determine
the fate of more than 200
companies listed on American
stock exchanges, according to
people familiar with the mat-
ter. Inspectors from the Public
Company Accounting Over-
sight Board were due to finish
their work Friday, the people
said, a timing that appears to
be at least a week ahead of
schedule. The inspection was
set to take eight to 10 weeks.

—Michelle Chan
contributed to this article.

Healthcare Sector
Offers Investors Refuge

By CHARLEY GRANT

Soaring interest rates and a
shaky economic outlook have
hit stock prices this year.
Health stocks are holding up
better than most.

The S&P 500’s healthcare
sector index is down 7.3% in
2022, on pace for its worst
year since 2008. Yet it is still
outperforming the broader
market by 14 percentage
points, the widest gap since
2000, according to Dow Jones
Market Data. The energy, utili-
ties and consumer staples sec-
tors have fared better.

The pandemic wreaked
havoc on the industry. Hospi-
tals postponed surgeries to
cope with an influx of Covid-19
patients. Patients deferred rou-
tine screenings and nonessen-
tial treatments, which resulted
in lost revenue for makers of
drugs and medical devices.

The picture is different this
year. The pandemic has led to
more than $150 billion in sales
from new Covid-19 products,
including diagnostics, vaccines
and therapeutics. Those sales
are still brisk, though their
outlook is uncertain. Patients
who skipped routine checkups
during the worst of the pan-
demic are returning to doctors’
offices, easing a major bottle-
neck for new drug launches.

“We are encouraged to see
people obtaining preventive
screenings at levels broadly
consistent with longer-term
norms,” UnitedHealth Group
Inc. Chief Financial Officer
John Rex said last month on a
conference call with Wall
Street analysts.

Among the sector’s top
gainers, shares of drug distrib-
utors McKesson Corp. and
Cardinal Health Inc. have
risen 60% and 55%, respec-
tively, this year. Health insurer
Cigna Corp. is up 40%.

Healthcare stocks tend to
outperform in an uncertain
environment because demand
for care is relatively insensi-
tive to the strength of the

economy.
Health insurers are able to
pass higher costs on to con-
sumers, which reduces the im-
pact of inflation on most
healthcare businesses.
“People get sick whether
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Sales of new Covid-19 products are still brisk.
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the economy is up or down,”
said Justin Simon, managing
director at Jasper Capital
Partners.

The passage of the Afford-
able Care Act more than a de-
cade ago means that individu-
als are far less likely to lose
insurance coverage in a reces-
sion than in the past, he added.
Mr. Simon said he owns shares
of CVS Health Corp. and
United Therapeutics Corp.,
which specializes in rare dis-
ease treatments, for his fund.

With the third-quarter earn-
ings season winding down,
nearly three-fourths of the
companies in the healthcare
sector have topped Wall Street
profit estimates.

Wall Street projects the out-
look for large insurers, drug-
makers and medical-device
manufacturers to be relatively
stable. Analysts have reduced
their 2023 profit forecasts by
less than 2% on average so far
this earnings season, according
to data compiled by Jared
Holz, healthcare sector special-
ist at Oppenheimer.

Some corners of the indus-
try have struggled.

The Nasdaq Biotechnology
index is down 14% so far this
year, joining the marketwide
selloff of more speculative
stocks. And high labor costs
have pressured stock prices of
publicly traded hospitals: HCA
Healthcare Inc. has lost 17%
this year, while Tenet Health-
care Corp. is down 48%.

@ Heard on the Street: Healthy
prognosis for hospitals..... B12

Iron-Ore Prices Buckle as China Property Slump Lingers

By RHIANNON HOYLE

ADELAIDE, Australia—Iron-
ore prices have slumped to a
three-year low as a sharp
slowdown in Chinese home-
building combines with Bei-
jing’s zero-Covid strategy to
sap demand for the steelmak-
ing commodity.

The benchmark price of
iron ore—one of the world’s
— most-traded
COMMODITIES commodities—
—  fell by 17% in
October from September to
end the month more than 50%
below its 2022 high, which
was set in March.

Analysts say iron-ore sup-
ply is outstripping demand as
China builds fewer new homes,
while last month’s Communist
Party congress disappointed
those who had hoped for poli-
cies to revive the property
market. At the same time, au-
thorities continue to impose
snap lockdowns to contain
Covid-19 outbreaks.

Iron ore is often seen as a
bellwether of China’s economy.
The Chinese property market
accounts for roughly a third of
global demand for iron ore that
is shipped by sea, investment
bank Jefferies estimates.
China—which makes more than
half the world’s steel—buys
seven out of every 10 tons
overall, according to data from
the Australian government.

“The much-anticipated 20th
CPC national congress failed
to deliver any concrete poli-
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A truck operates at Rio Tinto’s Gudai-Darri iron-ore mine in Western Australia.

cies to stimulate the gloomy
property market,” said Malan
Wu, head of steel and raw ma-
terials markets at consulting
firm Wood Mackenzie.

There are some bright spots
for steel demand, analysts,
miners and others say. China is
spending more on infrastruc-
ture, and auto makers are ex-
panding output after the pan-
demic disrupted supply chains.
Still, this isn’t enough to offset
the loss of demand from the
real-estate sector, Ms. Wu said.

Iron ore’s daily benchmark
price fell to $79.50 a metric ton
on Oct. 31, its lowest point
since November 2019, accord-
ing to S&P Global Commodity
Insights, which assesses mar-

ket prices. The price has edged
up to trade at $88.05 a ton on
Friday. Iron ore began last
month above $95 a ton and
traded as high as $162 a ton in
March.

Although some banks, in-
cluding Jefferies, think prices
could stabilize if bad weather
disrupts major mining hubs
again, others aren’t so optimis-
tic. Citi and Australia and New
Zealand Banking Group are
among those to have cut their
short-term pricing forecasts.

Iron ore’s downturn is likely
to ease pressure on steelmakers
by helping to lower raw-mate-
rial costs at a time when they
are being squeezed by weaker
steel prices, but it will hurt

profits of mining companies in-
cluding BHP Group Ltd. and
Rio Tinto PLC. In a report last
month, Rio Tinto—the world’s
largest iron-ore producer—said
a loss of confidence in China’s
property market and Covid-re-
lated disruptions to construc-
tion activity had curtailed the
nation’s steel output. It said a
slowing global economy gener-
ally risked hurting demand for
commodities.

“While stimulus has pro-
duced growth in infrastructure
and autos, we expect improve-
ment in the housing sector to
take a bit longer,” James Agar,
BHP’s group procurement offi-
cer, told an industry confer-
ence in Australia on Wednes-
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day. “The zero-Covid policy
remains an overhang that cre-
ates additional uncertainty.”

Other commodity prices
have fallen, but not by nearly
as much as iron ore. Copper,
which dropped by 1.5% in Oc-
tober, is about 30% below its
record high in March when
Russia’s invasion of Ukraine
drove up prices for the indus-
trial metal.

Copper supplies remain
tight and analysts view the
metal as essential to electrifi-
cation projects that Chinese
policy makers are pushing to
cushion the property slow-
down’s impact.

In contrast, iron ore faces a
worsening oversupply as steel-
intensive property develop-
ment falls, according to ana-

lysts at Goldman Sachs.
Beijing has imposed borrowing
limits on developers while in-
sisting that houses are for liv-
ing in, not for speculation.

“There is little to offset
these structural headwinds,”
Goldman said in a note last
month, highlighting a 35% fall
in new property starts in
China year-over-year and
steel’s lesser role in the en-
ergy transition when com-
pared with copper. The bank
predicts iron-ore prices will
fall to $70 a ton soon.

The dearth of policy sup-
port at the recent party con-
gress in China has coincided
with production cutbacks at
steel mills and rolling lock-
downs across the country, Citi
analysts said Wednesday when
cutting their three-month
iron-ore price forecast to $70
a ton from $95 a ton.

China has maintained its
zero-Covid strategy via swift
and sweeping lockdowns, com-
pulsory quarantines and—in
certain cases—business clo-
sures. A Chinese industrial
park where Foxconn Technol-
ogy Group’s most advanced
iPhone plant is Dbattling a
Covid-19 outbreak entered a
weeklong  lockdown on
Wednesday.

A change to China’s Covid
strategy could arrest the de-
cline in iron-ore prices, said
Daniel Hynes, an analyst at
ANZ. Without such a pivot, the
market backdrop is likely to
deteriorate more, he said.
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