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What’s

News

Business & Finance

PMorgan’s Dimon is

leading discussions
with the chiefs of other big
banks about fresh efforts
to stabilize First Republic
Bank, which is facing in-
tense pressure to reassure
investors that it is viable. Al

@ Credit Suisse’s emergency
merger with UBS will wipe
out the bank’s riskiest bonds,
rattling investors in the

quarter-trillion-dollar market
for similar bank debt. Al, B10

4 Powell and his Fed col-
leagues face a tough call this
week on whether to raise
rates again to fight stubbornly
high inflation or take a time-
out amid the most intense
banking crisis since 2008. Al

@ U.S. stocks rose on hopes
for stability in the banking
sector, with the S&P 500,
Dow industrials and Nas-
daq gaining 0.9%, 1.2% and
0.4%, respectively. Bl, B11

& Starbucks said it handed
the reins of the world’s larg-
est coffee chain to its incom-
ing chief executive officer,
Laxman Narashimhan. Bl

@ Fleetcor struck an agree-
ment with activist share-
holder D.E. Shaw to refresh
the payments company’s
board and consider separat-
ing parts of its business. B3

# China’s top antigraft
watchdog leveled corruption
allegations against the for-
mer chairman of computer-
chip conglomerate Tsinghua
Unigroup and referred his
case to prosecutors. B4

4 Foot Locker forecast
another year of declining
sales and a 30% drop in
profit at the sneaker and
athletic-wear retailer. B3

World-Wide

—  ————

4 Chinese leader Xi’s
visit to Russia this week is
aimed in part at positioning
Beijing as a potential medi-
ator between Moscow and
Kyiv, but with both sides
gearing up for spring combat
operations, neither is ready
now to talk about peace. A6
# Russia launched an as-
sault on the eastern city of
Avdiivka, seeking to kick-
start its spring offensive
that Ukraine said was on
the verge of fizzling. A7

4 Macron’s government
narrowly survived a no-
confidence vote in France’s
parliament, fending off an
effort to kill his contentious
pension overhaul and top-
ple his administration. A16

4 A U.N. panel said there is
a “feasible, but narrow
pathway” to avoid the worst
effects of climate change,
which would require a mas-
sive and rapid shift in the
world’s energy supply. A3

# Biden issued the first veto
of his presidency, rejecting
a Republican-led measure
that would overturn a regu-
lation allowing retirement-
plan managers to consider
climate change in their in-
vestment decisions. A3

4 The Manhattan grand jury
investigating Trump’s role in
a hush-money payment to a
porn star heard from what is
likely to be its last witness,
as law-enforcement officials
planned for a potential indict-
ment of the ex-president. A5

4 A jury convicted four peo-
ple affiliated with the Oath
Keepers of conspiring to dis-
rupt the peaceful transfer of
power on Jan. 6, 2021. A5
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Drought Exacts Toll of Death and Misery in Somalia

JONATHAN TORGOVNIK FOR THE WALL S'II'REET JOURNAL
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drought in 2022, a study published Monday said. Above, families at a camp for displaced people near Mogadishu last year. A16

Credit Suisse Bond Wipeout
Threatens $250 Billion Market

Credit Suisse Group AG’s
emergency merger with UBS
Group AG will wipe out the
bank’s riskiest bonds, rattling

By Matt Wirz,
Caitlin McCabe
and Anna Hirtenstein

investors in the quarter-tril-
lion-dollar market for similar
bank debt.

About 16 billion Swiss francs,
or about $17.3 billion, of the

bank’s additional-tier-1 bonds
will be completely written
down, Switzerland’s financial
regulator, Finma, said Sunday.
Credit Suisse also said it was in-
formed by Finma that the bonds
would be “written off to zero.”

European and Asian ATls
fell Monday, with one of the
bonds issued by HSBC Hold-
ings PLC dropping 8% to 88
cents on the dollar in heavy
trading. A roughly $1 billion
AT1 exchange-traded fund

from Invesco dropped 6%,
while a similar ETF from Wis-
domTree slid 4%.

UBS ATls with a 2025 call
fell on Monday to around 86
cents on the dollar, compared
with 97 cents on Friday, ac-
cording to MarketAxess.

AT1 bonds—also known as
contingent convertible bonds,
or CoCos—were introduced af-
ter the financial crisis as a
way to transfer banking risk
away from taxpayers and onto

bondholders. They also be-
came a popular investment
product that money managers
and banks, including Credit
Suisse, marketed to clients as
a relatively safe way to boost

Dimon
Pursues

More Aid
For First
Republic

Capital infusion or sale
are among the options
being considered by
leaders of big banks

JPMorgan Chase & Co.
Chief Executive Jamie Dimon
is leading discussions with the
chief executives of other big
banks about fresh efforts to
stabilize troubled First Repub-
lic Bank.

By Ben Eisen,
AnnaMaria Andriotis
and David Benoit

The discussions, while pre-
liminary, have focused on how
the industry could arrange for
an investment that would
boost the bank’s capital, ac-
cording to people familiar
with the matter. Among the
options on the table, the peo-
ple said, is an investment in
First Republic by the banks
themselves.

Eleven big banks banded to-
gether last week to deposit
$30 billion in First Republic in
an effort to restore confidence
in the lender. The San Fran-
cisco-based bank’s customers
have withdrawn some $70 bil-
lion since the collapse of Sili-
con Valley Bank earlier this
month, The Wall Street Jour-
nal reported. The plan could
involve the banks converting
some or all of the $30 billion
in deposits into a capital infu-
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Pensions
Reassess
Private

Equity 10

Some U.S. public
pension and 9
investment funds

are looking to pull

back from private

11%

equity after years 8
of state and local
retirement

systems 7

aggressively
pursuing the
expensive, risky 6
and hard-to-trade

asset class. B9 2015 16

Source: Preqgin

North American pension fund
private-equity allocation

Actual
10.3%
(2022)

Target
9.4%
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Fed’s Interest-Rate

Decision

Gets Extra Tricky This Week

By Nick TIMIRAOS

Federal Reserve Chair Je-
rome Powell and his col-
leagues face this week one of
their toughest calls in years:
whether to raise interest rates
again to fight stubbornly high
inflation or take a timeout
amid the most intense banking
crisis since 2008.

The decision over whether
to raise interest rates by a
quarter-percentage point is
likely to hinge in part on how
markets digest the forced mar-
riage Sunday of two Swiss

banking giants, UBS Group AG
and Credit Suisse Group AG,
and other steps to calm fears
of contagion in the banking
system. Fed officials’ two-day
meeting concludes Wednesday.

The Fed has tried over the
past year to telegraph its rate
moves to avoid surprises and
minimize volatility. Until now,
it hasn’t confronted an abrupt
and fluid crisis on the eve of a
policy meeting. On Monday,
investors anticipated the Fed
would likely proceed with a
rate rise, with interest-rate fu-
tures markets indicating a

roughly 3 in 4 chance of a
quarter-point increase, accord-
ing to CME Group.
Central-bank officials who
think lending and other finan-
cial conditions are at greater
risk of tightening abruptly be-
cause of the banking shock
could favor forgoing an in-
crease. Those who see the ef-
fects as more likely to be tem-
porary, contained or modest
could argue for pressing ahead
with the next increase, aimed
at cooling the economy amid
still-high inflation.
Pleaseturntopage A4
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By ELizA COLLINS

GILBERT, Ariz.—Mike Land-
ers enjoys taking his dog, Luci,
for walks along the lush com-
munal grass in the Islands, the
master-planned neighborhood
where he lives. This year, the
grass looks particularly ver-
dant. It’s been painted.

“Could you tell? It g
looks like green grass,” |
said Mr. Landers, who
is 69, and came from
Minnesota, adding that
Luci doesn’t seem to
mind.

Creating a green
lawn has long been
considered artistry,
and perhaps now
more than ever:
More people are turning to
paint.

In just moments, wilting,
yellowing grass suddenly looks
like it belongs on the fairways
of St. Andrews. Painted lawns
are becoming more popular as
inflation-strained households

Do Your Neighbors Paint Their
Lawns Green? Increasingly, Yes

Niche business is growing like weeds,

as people try to save money and water

L
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try to save money, drought
complicates water usage and
severe storms have brought ice
and freezing rain to swaths of
the South, turning lawns a
blah brown. This niche busi-
ness sector has grown, well,
like weeds, with lots of land-
scapers, professional
training and an array
of shades to choose
> from.
Not everyone is a
fan of painted grass. “I
don’t like it. It’s winter-
time, it should be
brown,” said Don Os-
' sian, 65, another res-
“ident of the Islands
community, who is
originally from Iowa.
He said his dog, Je-
didiah, got green paint on his
paws.

Mr. Ossian’s dog’s walk
could have been poorly timed.
Tim Gavelek, who sells the turf
colorant to the landscaping
company that works at the Is-
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Ukraine’s Energy Grid
Survives Winter Blitz

Ukrainians blocked many missile attacks
on power plants, quickly fixed those struck

By MARcUs WALKER
AND YAROSLAV TROFIMOV

KYIV, Ukraine—Before
dawn on March 9, a Russian
Kinzhal hypersonic missile
smashed into a power sta-
tion. The explosion woke
people across the capital city
as black smoke rose above
the sky.

The night of missile and
drone strikes across Ukraine
was the latest massive salvo
in Russia’s campaign to de-
stroy Ukraine’s electricity,
heating, communications and
water infrastructure, thereby
rendering its cities uninhab-
itable and forcing capitula-
tion to the invasion.

But by 8:30 a.m., less than
an hour after a follow-up
barrage of cruise missiles
that air defenses largely in-
tercepted, Kyiv’s streets
were busy with people going
to work. Coffee bars opened

to serve croissants and cap-
puccinos. Most of Ukraine
still had power. Local disrup-
tions were fixed quickly.
Temperatures now are
warming, days are getting
longer and demand for heat-
ing and lighting is falling.
Ukraine has stopped the roll-
ing blackouts it adopted to
save electricity when strikes
began pummeling the power
infrastructure. The Russian
attempt to engineer a hu-
manitarian crisis has failed.
Instead, Russia’s expendi-
ture of most of its precision-
guided missiles brought
about a strengthening of
Ukraine’s air defenses. To-
day, U.S. and European gov-
ernments, outraged by the
attacks on civilian infrastruc-
ture, are sending Ukraine so-
PleaseturntopageA8
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INSIDE

SPORTS
From top seeds to
underdogs, the NCAA
men’s Sweet 16 teams
share key traits. A12

BUSINESS & FINANCE
Amazon is cutting
9,000 more corporate
jobs, including at its
cloud business. B1
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In New York,
Towns Balk at
Housing Plan

Governor proposes
more state influence

in some cases over
adding affordable units

By Jimmy VIELKIND

HUNTINGTON, N.Y.—Back-
hoes are finally clearing the
earth for the development of
Matinecock Court, an afford-
able-housing complex in this
Long Island suburb that was
first proposed 45 years ago.

To housing advocates, that
this multifamily project was
first floated when Jimmy
Carter was president is the ul-
timate example of unreason-
ably restrictive suburban zon-

ing and the reason for a push
by Democratic Gov. Kathy
Hochul to change the rules. To
Long Island officials, who have
long been concerned about
traffic and school crowding,
Matinecock Court was a chal-
lenge to the inviolate need for
local control over land-use de-
cisions.

New York lawmakers are de-
bating Ms. Hochul’s proposal to
let developers of multifamily
projects similar to Matinecock
Court bypass municipalities to
get approval from the state in
certain circumstances. It would
also require denser develop-
ment around train stations.

The governor’s aides said
that suburban counties have
lagged behind New York City in

Building permits per 100 people in select U.S. suburban

counties, 2018
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Gov. Kathy Hochul wants to let developers of multifamily
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projects, similar to the Avalon Huntington Station complex, seen at top,

i

bypass municipalities in certain instances. Huntington Supervisor Ed Smyth, top left, has said the plan would erode local control.
Above, Pilar Moya-Mancera, executive director of Housing Help, said Matinecock Court’s delay is the poster child of restrictive zoning.

constructing new units. They
said she modeled her proposal
on laws in Massachusetts and
California, which have sparked
more housing.

As part of her proposed
state budget, she included a
mandate for downstate munici-
palities to increase their hous-
ing stock by 3% over three
years. If they aren’t found to be
compliant, a new state board
would approve multifamily de-
velopments that don’t pose a
risk to health and safety.

Proponents and opponents
of the governor’s plan held du-
eling rallies Monday at the
state Capitol ahead of the
March 31 state budget dead-
line. Dozens of officials repre-
senting suburban areas of New
York pushed back on Ms.
Hochul’s plan, saying the state
would erode local control and
upset the character of towns.

“We’re planning with a gun
to our head. It’s like, do it or
else,” Huntington Supervisor
Ed Smyth, a Republican, said
during a recent interview. “We
do want to maintain a subur-
ban way of life out here. People
moved to Huntington for that.”

Traffic and access to sewers
are major concerns for devel-
opment, officials said, that

can’t be easily solved without
significant funding. “What
would we do for schools? What
would we do for sewage? What
would we do for water?” said
Steve Rhoads, a Republican
senator representing parts of
Nassau County.

At times, supporters of Ms.
Hochul’s proposal chanted, “lo-
cal control is segregation.” At
their own rally minutes earlier,
advocates of more housing said
it was infeasible to move into
parts of Long Island because
most of the housing options
were single-family homes.

Ms. Hochul’s plan also faces
opposition from her own party.
Democratic leaders in counter-
proposals removed the housing
override process but doubled
the amount of incentive fund-
ing to $500 million. Ms. Hochul
requested $250 million that
she said would be a down pay-
ment on road, sewer and other
infrastructure upgrades needed
for housing.

“We believe that there can
be a more collaborative and in-
clusive way to get there,” said
Senate Majority Leader Andrea
Stewart-Cousins, a Democrat
from Yonkers.

Pilar Moya-Mancera, execu-
tive director of nonprofit Hous-

ing Help Inc. that is behind
Matinecock Court, called the
property’s decadeslong holdup
the poster child of restrictive
zoning. She said she supports
the governor’s plan “because
the local politicians from Long
Island continue to ignore the
housing needs of their own
constituents.”

The $93 million project will
eventually include 146 units. Its
supporters sued the town in
the 1980s over officials’ initial
refusal to grant a required zon-
ing change, and the -case
reached the U.S. Supreme
Court. The justices sided with
the project.

The governor pitched her
proposal to let the state over-
ride municipalities as “a tool to
be able to say: This is what
we’re going to do because
we’re going to be part of a
statewide solution.”

“You get some Nimbys in a
certain part of your commu-
nity—people who don’t want to
see your community prosper,”
Ms. Hochul said Wednesday,
addressing a business group
that backs her plan in
Westchester County north of
New York City. Nimby is a term
for “not in my backyard.”

The New York City metro

area added around 891,000
jobs and 457,000 housing units
between 2009 and 2018, ac-
cording to the New York City
Department of City Planning.
Long Island lagged behind the
five boroughs of the city and
areas of northern New Jersey
in permitting new housing
units, the planning department
study said.

This imbalance contributed
to rising home costs and rents
in the region, according to a
study by New York University’s
Furman Center. Counties
near San Francisco and in
metropolitan Boston have au-
thorized more units per capita
than Long Island, the study
said. “We know that New York
is at the very low end,” said
Vicki Been, the center’s faculty
director.

Ms. Hochul would also man-
date that areas around train
stops, such as the New York
City subway or Long Island
Rail Road, must be zoned to al-
low denser development. In
Huntington, several apartment
complexes are near the LIRR
stop just south of the village,
but detached, single-family
homes abut the Northport
train station near Matinecock
Court.

CORRECTIONS &5
AMPLIFICATIONS

The Federal Reserve raised
concerns about risk manage-
ment at Silicon Valley Bank as
early as in 2019. The headline
on a Banking Turmoil article
about SVB on Monday incor-
rectly gave the date as 2009.

The current record for any
Norman Rockwell work on pa-
per is $1.7 million for a 1948
oil-on-paper study of “Tough
Call,” the artist’s homage to
baseball umpires. A U.S. News
article on Thursday about a
dispute over some of Rockwell’s
art incorrectly said the record
is $854,500 for a 1964 oil-on-
paper study of “The Problem
We All Live With.”

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

by calling 888-410-2667.
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PANDEMIC

Law Will Declassify
Covid Origin Data

President Biden on Monday
signed into law a measure re-
quiring his administration to de-
classify intelligence related to
potential links between China’s
Wuhan Institute of Virology and
the Covid-19 pandemic, amid
continued questions about the
virus’s origins.

The Covid-19 Origin Act of
2023 gives the director of na-
tional intelligence 90 days to de-
classify the information about
the lab’s research and activities
related to the Covid-19 outbreak,
including details about any re-
searchers who fell ill in the fall
of 2019. It allows the director to
make redactions necessary to
protect sources and methods.

“We need to get to the bot-
tom of Covid-19's origins to help
ensure we can better prevent
future pandemics,” Mr. Biden
said in a statement.

The origins of the virus have
been the subject of intense de-
bate since the virus began circu-
lating widely in Wuhan, China, in
early 2020, with a focus on a
possible laboratory leak or ani-
mal origins.

The Wall Street Journal re-
cently reported that the Energy
Department had concluded with
“low confidence” that the
Covid-19 pandemic most likely
arose from a laboratory leak.

The FBI in 2021 came to a
similar conclusion, with “moder-
ate confidence,” that the pan-
demic likely resulted from a lab
leak. Four other agencies, along
with a national intelligence
panel, still judge that it was
likely the result of a natural
transmission from animals to
humans, and two are undecided.

—Annie Linskey

SUSAN WALSH/ASSOCIATED PRESS
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Jason Sudeikis, who plays the title character in the Apple TV+ series ‘Ted Lasso,’ spoke about
mental-health issues during a White House press briefing on Monday. He was flanked by White
House press secretary Karine Jean-Pierre, third from left, and by members of the cast.

WASHINGTON, D.C.

‘Ted Lasso’ Gives
White House Pep Talk

Jason Sudeikis and other
cast members from the hit
show “Ted Lasso” met with
President Biden and first lady
Jill Biden at the White House on
Monday to discuss the impor-
tance of mental health.

The Biden administration has
made mental health a priority,
the White House said. The pres-
ident’s “strategy is focused on
training more providers, making
care more affordable and acces-
sible and creating healthier and
safer communities,” it said.

The administration has ex-
panded access to programs for
young people exposed to vio-
lence and provided funds for
states to adopt the new 988
Suicide and Crisis Lifeline.

Mr. Sudeikis plays the role of
Ted Lasso, an American college
football coach who was tapped

to coach the fictional English
soccer team AFC Richmond. In
the second season of the show,
Ted Lasso goes to see a thera-
pist to address his anxiety.

Those sessions became a
major plotline of the show.

During the White House
press briefing Monday, Mr. Su-
deikis said struggles with men-
tal health are common.

“We all know someone, or
have been that person ourselves
actually, that's struggled, that’s
felt isolated, that’s felt anxious,
that’s felt alone,” he said. "So
please we encourage everyone—
and it’s a big theme of the
show—to check in with your
neighbor, your co-workers, your
friends, your family and ask how
they are doing and listen.”

Mr. Biden on Sunday tweeted
a photo of the Oval Office with
the word “Believe” taped above
an entryway, in a nod to Ted
Lasso’s office in the team’s locker
room on the Apple TV+ show.

—Joseph De Avila

TEXAS

Shooting Claims Two
High-School Victims

One student was fatally shot
and another injured when a third
student opened fire outside a
Dallas-area high school before be-
ing arrested Monday, police said.

The shooting began on a
high-school campus in the sub-
urb of Arlington around 6:55
a.m,, before many students ar-
rived for the first day back to
classes after the spring break,
according to police and school-
district officials.

One student was hit by gun-
fire and another was hurt by
“debris from the shooting,” said
Arlington Independent School
District spokeswoman Anita Fos-
ter. Arlington Police Chief Al
Jones said that the student who
was shot had died at a hospital
and that the other victim was
receiving care for injuries that
weren't life threatening.

Arlington police said the sus-
pected shooter never entered
the Lamar High School building
and was arrested soon after of-
ficers arrived on the scene.

The suspected shooter is a
minor and will therefore not be
publicly identified, said police
spokesman Tim Ciesco.

—Associated Press

IDAHO
Firing-Squad Option
On Executions Passes

Idaho is poised to allow firing
squads to execute condemned
inmates when the state can’t
get lethal-injection drugs, under
a bill the Legislature passed
with a veto-proof majority.

Firing squads will be used
only if the state can’t obtain
the drugs needed for lethal in-
jections, and one death row in-
mate has already had his sched-
uled execution postponed
multiple times because of drug
scarcity.

Idaho previously had a firing-
squad option on the books but
never used it. The option was
removed from state law in
2009 after the U.S. Supreme
Court upheld a method of lethal
injection that was commonly
used at the time.

Only Mississippi, Utah, Okla-
homa and South Carolina cur-
rently have laws allowing firing
squads if other execution meth-
ods are unavailable, according to
the Death Penalty Information
Center. A judge has put South
Carolina’s law on hold until a
lawsuit challenging the method
is resolved.

Idaho Gov. Brad Little, a Re-
publican, has voiced his support
for the death penalty but gener-
ally doesn't comment on legisla-
tion before he signs or vetoes it.

—Associated Press
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U.N. Panel
Urges Fast
Action

On Global

Warming

By ERric NIILER

A United Nations panel of
scientists said there is a “feasi-
ble, but narrow pathway” to
avoid the worst effects of cli-
mate change. However, to do
so, the world’s nations must
together cut greenhouse-gas
emissions 60% by 2035 to limit
warming to 1.5 degrees Celsius
over preindustrial levels.

That level of cuts would re-
quire a massive and rapid shift
in the world’s energy supply
that is under way in some
countries, but has been stifled
by the war in Ukraine, the
global energy crisis and thirst
for economic growth in coun-
tries such as China and India.
Global greenhouse-gas emis-
sions reached record levels in
2022 and are projected to con-
tinue their upward trajectory,
according to scientists.

The U.N.’s Intergovernmen-
tal Panel on Climate Change
on Monday released a synthe-
sis of the Sixth Assessment
Report, which combines three
working-group studies on cli-
mate science, adaptation and
mitigation, as well as special
reports on the oceans, land
and reaching 1.5 degrees Cel-
sius, the number that nations

The world must cut
greenhouse-gas
emissions 60% by
2035 to achieve goal.

agreed to limit warming at the
2015 Paris climate summit to
avoid the worst effects of cli-
mate change.

The authors said the cli-
mate-related effects are worse
than had been projected in the
IPCC’s Fifth Assessment, re-
leased in 2014, and that future
effects will include more heat
waves, droughts, extreme rain-
fall, sea level rise and flooding
across the globe. These effects
are the result of more than a
century of burning of fossil fu-
els, which has led global tem-
peratures to rise 1.1 degrees
Celsius since 1900, the panel
said.

“We are seeing the science
and the projections now start-
ing to come true,” said Benja-
min Poulter, an earth scientist
at the NASA Goddard Space
Flight Center, in Greenbelt, Md.,
who is an author on this IPCC
report and the previous one.
“The impacts are accelerating
in a much quicker way, but at
the same time, society has done
absolutely nothing to stop the
growth of greenhouse gas
emissions.”

Dr. Poulter said the report
does have some good news. If
nations are able to balance
emissions and removals of
carbon dioxide and other
greenhouse gases to achieve a
“net-zero” state sometime
around the middle of the cen-
tury, the Earth’s temperature
could begin stabilizing a de-
cade or so later, according to
projections released today in
the IPCC synthesis report.
That’s a more positive out-
come than in previous studies,
according to Dr. Poulter.

Other IPCC authors note
that climate solutions—from
switching to electric vehicles
to changing farming prac-
tices—are becoming cheaper
and more available.

Climate solutions also may
have side benefits, according to
Francis X. Johnson, a senior re-
search fellow at the Stockholm
Environment Institute and an
IPCC report author. “Focusing
on those benefits could be a
more promising strategy,” he
said, noting that cutting indus-
trial carbon emissions can re-
duce air pollution, and adding
green space to cities can im-
prove quality of life while ab-
sorbing rainfall and cooling the
air at the same time.

The IPCC report said that
greenhouse-gas emissions will
have to be counterbalanced by
carbon dioxide removal meth-
ods, such as capturing carbon
emissions from factories and
storing them safely under-
ground, using filters to scrub
carbon dioxide directly from
the air, or convincing farmers
to capture more carbon in
their fields.

Deadly Fungus Detected in Most States

By DOMINIQUE MOOSBERGEN

A rare and often deadly fun-
gus is spreading rapidly across
the U.S., federal researchers
said, raising pressure to find
new treatments for severe fun-
gal disease.

Candida auris, a fungus dis-
covered about 15 years ago in
Japan, infected at least 2,377
people in the U.S. in 2022, up
from 53 in 2016, said the Cen-
ters for Disease Control and
Prevention. Its swift spread
into most states and more than
40 countries has prompted the
CDC and World Health Organi-
zation to label it a growing
threat to public health. Can-
dida auris has a mortality rate
of up to 60% and is particularly
risky for people who are older
or have compromised immune
systems, the CDC said.

“To see a new species arrive
on the scene and then sud-
denly emerge as a global
pathogen less than 15 years
later—that’s really remark-
able,” said Dr. Peter Pappas, an
infectious-disease specialist at
the University of Alabama at
Birmingham.

The first documented Can-
dida auris infection in the U.S.
was in 2013, CDC researchers
said in a study published Mon-
day in the Annals of Internal
Medicine. Cases of the fun-
gus—once mostly limited to
the New York City and Chicago
areas—have since been re-
ported in at least 35 states and
Washington, D.C., said the
CDC.

“Seeing the number of cases
was alarming,” said Dr.
Meghan Lyman, a CDC epide-
miologist and lead author of
the paper.

Most Candida auris trans-
mission has occurred in health-
care facilities that provide
long-term care to very sick pa-
tients, the paper said. Select
Specialty Hospital-Northwest
Detroit, a rehabilitation center
for the critically ill, temporar-
ily stopped admitting patients

An optical microscope view of Candida auris, a fungus discovered about 15 years ago in Japan.
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last year after an outbreak of
Candida auris. All healthcare
facilities need to be aware of
the threat, said Buddy Ham-
merman, chief medical officer
of Select Medical Holdings
Corp., the hospital’s operator.
“Patients are becoming col-
onized with this organism and
it’s becoming smarter than we
are,” Dr. Hammerman said.
Candida auris is a yeast of
mysterious origins. It was
identified in 2009 after it was
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discovered in the ear of a pa-
tient in Japan. Microbiologists
have scoured genomic data-
bases and natural environ-
ments for clues into its origins
and evolution. Outside of peo-
ple, it has only been detected
in two sites: a salt marsh and a
sandy beach in the Andaman
Islands, a remote archipelago
in the Indian Ocean.

Candida auris might have
lived in the environment or an-
imals for a long time before a

change spurred its spread in
people, said infectious-disease
experts. Rising global tempera-
tures might have encouraged
Candida auris to evolve more
tolerance to heat, making it
more adept at infecting people,
whose body temperatures have
long served as an effective bar-
rier against invasive fungal dis-
ease, they said.

Widespread use of disinfec-
tants and antifungals on crops
might have allowed Candida
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auris to thrive by killing off mi-
crobial competitors, they said.

Common disinfectants in-
cluding bleach and alcohol
aren’t always effective against
Candida auris, which can colo-
nize a person’s skin, said An-
drej Spec, an associate profes-
sor of medicine at Washington
University School of Medicine
in St. Louis. Deep cleaning and
special disinfectants that de-
stroy spores are needed to
limit its spread, he said.

“If someone is found to have
Candida auris on their skin,
you need to isolate them to try
to prevent new people from
being colonized,” Dr. Spec said.

Not everyone who encoun-
ters Candida auris is sickened,
but if it infects the blood-
stream, wounds or organs, the
effects can be severe.

The most common symp-
toms of Candida infection are
fever and chills, the CDC said.

Fungal infections are esti-
mated to kill at least 1.6 mil-
lion people a year, according to
Global Action for Fungal Infec-
tions, a research and fundrais-
ing nonprofit.

There are only three classes
of antifungal drugs commonly
used for severe fungal disease,
Dr. Spec said, all of which can
cause toxic side effects.

Fungi are also developing
resistance to these drugs, Dr.
Spec said. At least seven Can-
dida auris infections were re-
sistant to available antifungals
in 2021, the CDC said, up from
four in the years before 2020.

Scynexis Inc. and Pfizer Inc.
are developing drugs that have
been shown in clinical trials to
be effective against Candida
auris. Cidara Therapeutics Inc.
said it has submitted its drug
rezafungin to the Food and
Drug Administration for ap-
proval to treat Candida infec-
tions, including Candida auris.

Rezafungin would be the
first new drug for the treat-
ment of invasive Candida infec-
tions in more than a decade,
the company said.

Crowds gather along Ocean Drive on Saturday night in Miami Beach. Florida beaches have long been a hot spot for spring breakers who come in March and April.

Chaotic Miami Beach Sours on Spring Break

By ALYSSA LUKPAT
AND GARETH VIPERS

Florida’s seaside communi-
ties endure spring break
chaos every year, but this
weekend the disorder reached
another level after visitors
were involved in two fatal
shootings in Miami Beach.

Two people were killed in
separate shootings near the
beachfront on Friday and
Sunday, Miami Beach police
said. Both shootings were iso-

lated events and suspects
have been arrested or taken
into custody, police said.
Authorities in  Miami
Beach, which is in South Flor-
ida, are fed up. In addition to
the usual disorder, with visi-
tors crowding the beachfront
and chugging alcohol on the
sand, locals say some of this
year’s revelers have instigated
violence. In response, city of-
ficials imposed a curfew.
“We haven’t asked for
spring break in our city. We

don’t want spring break in
our city. It’s too rowdy, brings
too much disorder and is sim-
ply too difficult to police,”
Miami Beach Mayor Dan Gel-
ber said in a video on Face-
book Sunday.

Florida beaches have long
been a hot spot for spring
breakers who come in March
and April to party in the sun-
shine. Residents and local au-
thorities have grown frus-
trated with some of the
visitors and say they dread

this time of year.

The overnight curfew re-
stricted travel in the city’s
busiest areas from just before
midnight Monday to 6 a.m.
Monday. Residents needing to
travel to or from work were
still able to do so, Mr. Gelber
said. Officials said they
planned to impose another
curfew next weekend.

This was at least the fourth
year in a row that Miami Beach
has had a curfew during spring
break. The city set restrictions

in 2020, 2021 and 2022. Last
year, five people were injured
in shootings in the city.

Alejandra Vega, who lives
in Miami Beach, said every
spring-break season gets
crazy. Ms. Vega, a 37-year-old
marketing compliance ana-
lyst, said visitors jam the city
with traffic, get into fights
and litter the beaches with
broken glass. “They just come
and destroy the city,” she
said. “It’s just so obnoxious to
hear all the noise.”

Biden, in First Veto, Preserves ESG Investment Rule

By KEN THOMAS

WASHINGTON—President
Biden issued the first veto of
his presidency Monday, re-
jecting a Republican-led mea-
sure that would overturn a
regulation allowing retire-
ment-plan managers to con-
sider climate change in their
investment decisions.

The bill would have over-
turned a Biden administration
regulation on environmental,
social and corporate gover-
nance guidelines, or ESG.

The bill passed the GOP-led
House Feb. 28 on a vote of
216-204, with one Democrat
joining with Republicans in
support. The Senate on March
1 approved a companion mea-
sure on a vote of 50-46,
helped by the support of two
moderate Democrats from Re-

publican-leaning states, West
Virginia Sen. Joe Manchin and
Montana Sen. Jon Tester.

Republican lawmakers tar-
geted the Labor Department
rule in question with a legisla-
tive tool known as the Con-
gressional Review Act. It al-
lows lawmakers to overturn a
newly issued regulation on an
expedited schedule with a sim-
ple majority vote in both
houses of Congress.

Guidelines regarding ESG
have been targeted by conser-
vatives, who have been argu-
ing they are part of an effort
by progressives to promote
“woke capitalism.” Defenders
of the regulation say ESG sim-
ply adds another factor for
managers to consider when
making investments.

“This bill would risk your
retirement savings by making

it illegal to consider risk fac-
tors MAGA House Republicans
don’t like,” Mr. Biden said.

The veto is unlikely to be
overridden in the narrowly di-
vided Congress because that
would require a two-thirds
majority in both chambers.
Democrats control 51 seats in
the Senate.

Mr. Biden’s first veto came
at a similar point in his presi-
dency as that of former Presi-
dent Donald Trump, who is-
sued his first veto in March
2019 over a resolution that
would have prevented him
from funding a wall along the
U.S. southern border without
congressional approval.

Presidential vetoes have be-
come less common in recent
administrations. Former Presi-
dents George W. Bush, Barack
Obama and Mr. Trump each is-

sued a dozen or fewer vetoes
during their administrations,
according to the American
Presidency Project at the Uni-
versity of California, Santa
Barbara. In contrast, former
Presidents Bill Clinton and
George H.W. Bush each issued
more than three dozen vetoes.

Mr. Biden has said he is
prepared to deploy his veto
pen if Republicans seek cuts to
Medicare or Social Security or
attempt to raise the cost of
prescription drugs.

His first veto stemmed from
a more obscure issue. The La-
bor Department drafted a rule
in November under the Em-
ployee Retirement Income Se-
curity Act allowing fiduciaries
the right to consider climate
change and ESG factors as
they invested in privately held
retirement plans. Considering

ESG factors has become com-
mon in the finance world as
hedge funds and investment
firms have sought to address
climate change and environ-
mental impacts.

Republicans in recent years
have targeted such invest-
ments, calling them irrespon-
sible and part of a progressive
agenda. Proponents of the bill
said fund managers should be
focused on investment returns
rather than be driven by fac-
tors they term political.

Sen. Mike Braun (R., Ind.)
said the ESG rule allows in-
vestment managers to push a
political agenda at the expense
of retirement savers receiving
the best rate of return.

Democrats characterized
the matter as a question of
empowering Americans to
make investment decisions.
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BANKING TURMOIL

Dimon Tries
To Aid First
Republic

Continued from Page One
fast-moving. First Republic is
facing intense pressure to re-
assure investors that it is via-
ble. Its stock has lost more
than 90% in March. Shares
closed down 47% at $12.18 on
Monday, after the Journal first
reported on the talks. It was
the stock’s lowest closing
price on record.

A sale or outside capital in-
jection are among the options
on the table, people familiar
with the matter said. JPMor-
gan’s investment bankers were
hired to advise First Republic
on its various options, one of
the people said.

First Republic has become
the latest focal point, as fears
about midsize U.S. banks
spread broadly across the
global financial system over
the past week and a half.

The rapid collapse of Sili-
con Valley Bank, a bank that
catered to startups and their
investors, has investors and
customers worried about
other regional banks that have
a similar profile.

Like SVB, First Republic’s
large share of uninsured depos-
its makes it susceptible to a
run. Two days after SVB’s col-
lapse, the Federal Deposit In-
surance Corp. said it had taken
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J. Pierpont Morgan, shown flanked by his daughter and son in 1912, rallied his fellow bankers to shore up lenders that had seen a run
on deposits in the Panic of 1907, helping stave off a nationwide financial crisis.

over Signature Bank, which
also had a run on deposits.
Then, a sharp decline in
Credit Suisse Group AG shares
last week culminated in a
hasty merger with crosstown
rival UBS Group AG on Sunday.
The banking turmoil has
jolted financial markets. But
on Monday, some U.S. regional
banks led the stock market
higher. New York Community
Bancorp shares soared 32% af-
ter the bank agreed to buy

much of Signature Bank’s
loans and deposits.

PacWest Bancorp climbed
about 11%, U.S. Bancorp rose
nearly 5% and Comerica Inc.
climbed more than 2%. The
S&P 500 rose 0.9%, while the
Dow Jones Industrial Average
gained 1.2%. The tech-heavy
Nasdaq Composite rose 0.4%.

Stil, Monday’s gains
weren’t big enough to return
those banks to where they
were trading before the Silicon

Valley Bank  meltdown.
PacWest shares remain nearly
62% below their closing price
on March 8. U.S. Bancorp and
Comerica shares are down
about 24% and 34%, respec-
tively.

For investors, the episode
laid bare the differences be-
tween smaller, specialized
lenders and the biggest U.S.
banks, which became tightly
regulated and highly diversi-
fied after nearly collapsing

during the last financial crisis.
The big banks’ strength has left
them in position to aid smaller
rivals like First Republic.

Mr. Dimon and his fellow
CEOs are trying to instill con-
fidence in a banking system
facing its worst crisis in 15
years.

In tandem with federal reg-
ulators, Mr. Dimon led last
week’s effort to shore up First
Republic, according to people
familiar with the matter.

LIBRARY OF CONGRESS

Mr. Dimon and JPMorgan,
the largest U.S. bank by assets,
have a long history of stepping
into the breach during crises.
JPMorgan  bought  Bear
Stearns after it failed in 2008,
and then took on Washington
Mutual Inc.’s operations.

Mr. Dimon parlayed his cri-
sis management into a states-
man role among the bank ex-
ecutives. JPMorgan’s leader
since 2005, he is the longest-
serving CEO of the bunch and
regularly uses his perch to
advise government officials
and promote policy moves he
has said will help the econ-
omy.

His First Republic interven-
tion echoes the Panic of 1907,
when a semiretired J. Pierpont
Morgan rallied his fellow
bankers to shore up a number
of lenders that had seen a run
on their deposits, helping
stave off a nationwide finan-
cial crisis.

The recent banking turmoil
has taken a heavy toll on First
Republic. Deposit outflows
slowed Friday after the bank-
led rescue, yet First Republic
has a big hole left to fill on its
balance sheet.

“First Republic Bank is
well-positioned to manage
short-term deposit activity,” a
bank spokesman said Sunday.

S&P Global on Sunday
downgraded First Republic’s
credit rating deeper into junk
territory, saying last week’s
deposit infusion might not be
enough to overcome the
bank’s “substantial business,
liquidity, funding, and profit-
ability challenges.”

Fed Faces
Tricky Rate
Decision

Continued from Page One

“It’s going to be a tough de-
cision with very tricky com-
munications,” said William
English, a former senior Fed
economist who is a professor
at Yale School of Management.

The Fed raises rates to fight
inflation by slowing the econ-
omy through tighter financial
conditions—such as higher
borrowing costs, lower stock
prices and a stronger dollar—
that curb demand.

Raising rates could under-
score the Fed’s commitment to
fighting price pressures in an
economy that has defied many
economists’ predictions of an
imminent slowdown. But it risks
exacerbating market upheaval, a
painful downturn, and poten-
tially more exhaustive interven-
tions if officials miscalculate.

Fed officials slowed their
pace of rate rises in early Feb-
ruary when they boosted in-
terest rates by a quarter point
to a range between 4.5% and
4.75%, extending the fastest
series of rate increases since
the early 1980s. The move fol-
lowed increases of a larger
half point in December and
0.75 point in November.

Two weeks ago, Mr. Powell
suggested officials would de-
bate whether to raise rates by
a quarter-point or a half-point
after economic reports re-
vealed hiring, spending and in-
flation were stronger to start
this year than expected.

Then came a run on Silicon
Valley Bank, which collapsed
after customers pulled nearly a
quarter of the lender’s deposits
in one day. To avoid a broader
panic, federal regulators guar-
anteed the uninsured deposits
of the lender and a second in-
stitution, Signature Bank. The
Fed also began offering loans
of up to one year to banks on
more generous terms.

Unknown is whether those
steps have stanched broader
worries over the health of

other regional banks.

Banking-sector tremors are
likely to lead to less lending—
even in a best-case scenario
where the crisis doesn’t
worsen—because lenders will
face increased scrutiny from
bank supervisors and from
their own management teams
to reduce risk-taking.

Recent data point to
still strong wage and
price pressures in

the U.S.

Economists at Goldman
Sachs estimate a tightening in
lending standards would be
equivalent to a quarter- or
half-point increase in the Fed’s
benchmark rate.

Fed officials have at times
acknowledged the risk of be-
ing forced to simultaneously
fight two problems—inflation
and financial instability. Sev-
eral have said they would use
emergency lending tools to

stabilize a shaky financial sec-
tor so they could continue to
use higher interest rates to
cool inflation.

“Using monetary policy to
mitigate financial stability vul-
nerabilities can lead to unfa-
vorable outcomes for the
economy,” New York Fed Pres-
ident John Williams said in a
November speech. “Monetary
policy should not try to be a
jack of all trades and a master
of none.”

Recent data point to still
strong wage and price pres-
sures. Inflation’s decline late
last year stalled in January
and February. Several former
central-bank officials see a
strong case to continue raising
rates by a quarter point, or 25
basis points, if a credit crunch
doesn’t materially worsen.

“I would advise them to go
ahead with the 25. If they
pause, you can get into this,
‘What do they know that we
don’t know, ” said Richard
Clarida, who was Fed vice
chair from 2018 to 2022.

Others also fear a timeout
on rate rises would risk so-
called financial dominance, in

which monetary policy be-
comes overly focused on
avoiding market stress to the
detriment of fighting inflation.

“Powell has fought so hard
to gain credibility as the infla-
tion fighter,” said Ellen Meade,
an economist at Duke Univer-
sity who is a former senior ad-
viser at the Fed. “To not do
anything just seems wrong to
me in that context, especially
given the data.”

If the banking crisis passes
more quickly, a decision to
pause rate rises risks worsen-
ing the inflation problem by
igniting a market rally that
counterproductively eases fi-
nancial conditions.

“The issue with not hiking
is the market will price in a
cut at the very next meeting,”
said Angel Ubide, head of eco-
nomic research for global
fixed income at Citadel, a
hedge-fund firm.

Other former policy makers
see a persuasive case against
an increase this week.

“I wouldn’t add fuel to the
fire by raising interest rates at
the same time there already is
a tightening of financial condi-

tions provided by a financial
shock,” said Eric Rosengren,
former president of the Boston
Fed. “One 25-basis-point in-
crease now will have a fairly
modest effect on inflation, but
it could have an amplified ef-
fect on financial conditions.”
Fed officials earlier this year
argued for dialing down the
pace of rate hikes to provide
more time to analyze the effects
of last year’s rapid increases.
“If you’re on a road trip and
you encounter foggy weather
or a dangerous highway, it’s a
good idea to slow down,” Dal-
las Fed President Lorie Logan
said in a January speech.
Former officials contested
the idea that a pause in rate in-
creases would inflame worries
about the banking sector or
undermine the central bank’s
inflation-fighting resolve.
“People talk about Federal
Reserve credibility with infla-
tion, but Federal Reserve cred-
ibility is best upheld by doing
what makes sense for the
economy,” said Mr. Rosengren,
who is a visiting professor at
the MIT Golub Center for Fi-
nance and Policy.

Market for
Debt Hurt
By Wipeout

Continued from Page One
yield on bond portfolios.
European banks like to is-
sue AT1s. Even though the in-
terest costs are higher than
traditional bonds, their bail-in
features reassure regulators
that the banks hold enough of
a capital buffer.
That makes ATls a less fi-
nancially painful way of build-
ing up capital than issuing

common equity or shares.
Prices of European bank
shares have been battered for
years, making potential equity
issuance highly dilutive to ex-
isting shareholders.

Buyers of these bonds were
always risking the chance that
the instruments would become
worthless or written down to a
fraction of their value. They are
structured so the debt can be
bailed in under circumstances
laid out in individual bond pro-
spectuses. These can include
when a company’s capital ra-
tios fall below a certain level or
if regulators deem a bank unvi-
able. Some ATl1s convert to eq-
uity, while others such as
Credit Suisse’s get wiped out.

The decision to wipe out

Credit Suisse’s AT1 bonds has
prompted questions among in-
vestors. Among them: Why
were bondholders wiped out
when shareholders weren’t?
“What’s shocking is that it
looks like equity holders will
recover better than Tier 1
bondholders,” said Justin
D’Ercole, co-founder of ISO-
MTS Capital Management LP, a
fund focused on bank securi-
ties. The resulting losses will
likely prompt individual and
institutional investors to sell
similar securities of other Eu-
ropean banks, he said.
Traditionally, bondholders
rank above equity holders in
capital structure. But the
Credit Suisse bonds were out-
liers from other European
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banks because they provided
for a case where regulators
could write them down with-
out wiping out equity holders.

Regulators in the eurozone,
which doesn’t include Switzer-
land, clarified that difference
with investors on Monday.

“Common equity instru-
ments are the first ones to ab-
sorb losses, and only after their
full use would Additional Tier 1
be required to be written
down,” said the European Cen-
tral Bank’s banking-supervision
arm, the Single Resolution
Board and the European Bank-
ing Authority.

“This approach has been
consistently applied in past
cases and will continue to guide
the actions [of European bank-
ing regulators] in crisis inter-
ventions,” it said.

European AT1 bonds still
dropped precipitously, reflect-
ing fears that regulators could
change tack if another bank
suffers a crisis of confidence,
fund managers said. French
bank BNP Paribas SA’s bonds
fell 7.5% to 87 cents on the
dollar Monday, while Société
Générale SA’s dropped 11% to
85 cents, according to data
from MarketAxess.

Under terms of the deal be-
tween the two Swiss banks, the
AT1 holders get nothing, while
equity holders get UBS shares
that value Credit Suisse’s exist-
ing shares at around 70 cen-
times. That is far below where
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they traded on Friday.
“Everybody knows it’s a
risky instrument, said Jérome
Legras, managing partner at
Axiom Alternative Invest-
ments, a fund specializing in
bank debt. “I don’t think the
market would have been this
stunned if everybody had zero,
including shareholders.”
Even before Credit Suisse’s
AT1 bonds were wiped out on
Sunday, cracks spread in the
AT1 market last week.
Deutsche Bank AG’s $1.25 bil-
lion 6% AT1 bond fell 10% last
week to about 79 cents on the
dollar, according to Advantage
Data Inc. UBS’s $2.5 billion 7%
bond dropped about 5% to
95.50 cents on the dollar, ac-
cording to MarketAxess.
There are about $254 bil-
lion AT1 bonds outstanding
and the securities are often
banks’ most actively traded
bonds because of their large
size, according to data from
Lazard Fréres Gestion. The
AT1 bonds also pay higher in-
terest rates than traditional
debt because they can be con-
verted to stock or written
down if trouble at an institu-
tion emerges, paring down its
liabilities in times of crisis.
Higher yields attracted buy-
ers for much of the past de-
cade when benchmark interest
rates were low, dragging down
the yield of most bonds.
“The CoCo market offers a

yield of around 3.62%,” portfo-
lio managers in Credit Suisse’s
investment unit wrote in a
January 2021 report. “Even
European high-yield bonds
come in at around 2.88%, so
we definitely still see value in
subordinated financial bonds.”

Demand was hot enough in
August 2020 that when Credit
Suisse launched a $1.5 billion
AT1 deal with a 5.625% interest
rate in August 2020, it received
more orders than it had bonds
and bargained the rate down to
5.25%, CreditSights said.

“The average European bank
would need to lose almost two-
thirds of its capital to breach
contractual triggers,” the
Credit Suisse fund managers
said in their 2021 marketing
report. “In our view, this is a
relatively remote scenario.”

The bulk of the bonds are
held by insurers and pensions
or are sold to individual in-
vestors outside of Europe
through investment funds, ac-
cording to a 2017 report by De
Nederlandsche Bank. Euro-
pean investors may also buy
them indirectly through inter-
national funds, according to
the report.

The complete write-off by
Credit Suisse, one of the larg-
est issuers in the AT1 market,
will likely hurt investor appe-
tite for the bonds, fund man-
agers said. It will also squeeze
lending by banks, they said.

Ultimately, AT1 bonds will
become more expensive for
banks to issue, reducing their
ability to make new loans, Mr.
D’Ercole said. “That means
banks will likely have to run
smaller balance sheets.”

—Caitlin Ostroff
contributed to this article.
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Four Oath Trump Grand Jury Hears New Witness

Keepers
Convicted

Of Jan. 6
Charges

By C. RYAN BARBER
Anp JAN WOLFE

WASHINGTON—A jury on
Monday convicted four people
affiliated with the Oath Keep-
ers of conspiring to disrupt
the peaceful transfer of power
on Jan. 6, 2021, capping a
more than monthlong trial
that highlighted the far-right
militia group’s role in the Cap-
itol attack.

The trial was the third to
feature the Oath Keepers and
allegations that the group plot-
ted to forcibly keep former
President Donald Trump in
power. In a previous trial, Oath
Keepers founder Stewart
Rhodes and another top mem-
ber of the group were convicted
in November of seditious con-
spiracy and other charges re-
lated to the Capitol assault.

Another jury in January
found four lower-level Oath
Keepers members guilty of se-
ditious conspiracy—the grav-
est charge the Justice Depart-
ment has brought in the more
than 1,000 prosecutions stem-
ming from the Jan. 6 attack.

Of six defendants currently
on trial, four—Sandra Parker,
Laura Steele, William Isaacs,
and Connie Meggs—were
found guilty of conspiracy to
obstruct an official proceed-
ing. They face the prospect of
years in prison but will remain
free until sentencing.

The jury remained dead-
locked Monday on whether an-
other defendant, Bennie
Parker, is guilty of the conspir-
acy charge. The jury was set
to continue deliberating on
Tuesday. Mr. Parker was con-
victed of entering and remain-
ing in a restricted area, a mis-
demeanor offense.

The sixth defendant in the
case, Michael Greene, was ac-
quitted on the conspiracy
charge. Like Mr. Parker, Mr.
Greene was found guilty of the
misdemeanor charge of enter-
ing and remaining in a re-

The trial was the
third for members of
the Oath Keepers in
the Capitol riot.

stricted area. The jury contin-
ued to deliberate on one
further felony count against
Mr. Greene.

The jury verdict on Monday
came as members of another
far-right group, the Proud
Boys, are standing trial in the
same courthouse, just blocks
from the Capitol, on seditious-
conspiracy charges tied to
their actions on or around
Jan. 6, 2021.

Connie Meggs is the wife of
Oath Keepers member Kelly
Meggs, who was convicted of
seditious conspiracy in No-
vember alongside Mr. Rhodes.

In closing arguments, fed-
eral prosecutors said Mrs.
Meggs and five others tied to
the Oath Keepers “hated the
outcome of the election” and
responded by storming the
Capitol grounds, in defiance of
the will of the American peo-
ple and the tradition of peace-
fully transferring power.

During the trial, federal
prosecutors showed video of
Oath Keepers members march-
ing up the steps to the Capitol
in a military-style stack forma-
tion, with some wearing tacti-
cal gear.

In his closing argument,
Mrs. Meggs’s defense lawyer,
Stanley Woodward, said the
Justice Department had pre-
sented “no Signal messages
from Connie Meggs, no audio
of Connie Meggs” showing her
role in the alleged conspiracy.
Mr. Woodward also sought to
separate Mrs. Meggs’s conduct
from the actions of her hus-
band.

Mr. Greene’s defense law-
yer, Britt Redden, argued that
he was on the Capitol grounds
only for “a security job he was
hired to perform.” As a mili-
tary veteran, Mr. Greene
would have come to the Capi-
tol with a more detailed plan
if he “had wanted to hunt
down members of Congress on
January 6,” Ms. Redden said.

By CORINNE RAMEY
AND JOE PALAZZOLO

The Manhattan grand jury
investigating Donald Trump’s
role in a hush-money payment
to a porn star heard Monday
from what is likely to be its last
witness, while law-enforcement
officials planned for a potential
indictment of the former presi-
dent as soon as this week.

Robert Costello, a partner
in the New York office of Davi-
doff Hutcher & Citron LLP and
former federal prosecutor, ap-
peared before the grand jury
at the request of Mr. Trump’s
lawyers. Mr. Costello in 2018
advised Michael Cohen, a for-
mer Trump lawyer and key
witness in the hush-money
probe, while Mr. Cohen was
facing federal scrutiny for
multiple offenses.

Mr. Cohen told a federal
court and Congress that Mr.
Trump directed him to pay
Stormy Daniels $130,000 in
2016 to keep her from going
public with allegations of a
sexual encounter with the for-
mer president. He has also tes-
tified twice before the grand
jury in Manhattan considering
evidence about the hush money
and Mr. Trump’s role in it.

Mr. Costello told reporters
Monday after his two-hour
grand jury appearance that
Mr. Cohen gave him a different
explanation for the payment
to Ms. Daniels during a 2018
meeting: Mr. Cohen said he si-
lenced Ms. Daniels to protect
Melania Trump, Mr. Trump’s
wife, according to Mr. Costello.

You don’t just
need oil & gas.

You need
security.
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Robert Costello outside court in Manhattan on Monday after he testified to a grand jury at the
request of Donald Trump’s lawyers. The former president has said he expected to be arrested.

Mr. Costello, who has repre-
sented Trump allies including
Rudy Giuliani, said he tried to
convey Mr. Cohen’s comments
to the grand jury, calling Mr.
Cohen “totally unreliable.” Mr.
Cohen previously waived at-
torney-client privilege, allow-
ing Mr. Costello to speak with
the grand jury about his com-
munications with Mr. Cohen.

Prosecutors in the office of
Manhattan District Attorney
Alvin Bragg Jr. had asked Mr.
Cohen to remain on standby
Monday to potentially testify
in rebuttal to Mr. Costello.
“Mr. Cohen was available for
over two hours today, but we

Canadian Energy Centre

are pleased to report Mr. Co-
hen wasn’t needed,” said his
lawyer, Lanny Davis.

While Mr. Trump said over
the weekend that leaks indi-
cated he could be arrested
Tuesday, there is no indication
that the case is moving that
quickly. The grand jury, which
would need to vote on any po-
tential charges, is scheduled to
meet again on Wednesday, ac-
cording to people familiar
with the matter.

Police officials on Monday
put up barricades near the
courthouse in preparation for a
potential indictment of Mr.
Trump, a Republican, who has

encouraged his supporters to
protest the expected criminal
case against him. Law-enforce-
ment officials also met Monday
to make further security plans.

Also Monday, Mr. Trump
asked a court to scrap the
criminal investigation in Geor-
gia into his and his allies’ ef-
forts to overturn the state’s
presidential election, saying
Fulton County District Attor-
ney Fani Willis’s office should
be disqualified from the probe
and the work of a special grand
jury should be thrown out. A
spokesman for Ms. Willis, a
Democrat, didn’t respond to a
request for comment.

DeSantis Jabs
Former President

Florida Gov. Ron DeSantis
took a jab at Donald Trump,
while also criticizing the Man-
hattan district attorney’s office,
as he weighed in Monday on
the possibly imminent indict-
ment of the former president
over payoffs to a porn star.

“l don’t know what goes
into paying hush money to a
porn star to secure silence over
some type of alleged affair,” Mr.
DeSantis, a likely GOP presiden-
tial nomination rival to Mr.
Trump, said in Panama City, Fla.

“What | can speak to is that
you have a prosecutor who is
ignoring crimes happening every
single day in his jurisdiction, and
he chooses to go back many,
many years ago, to try to use
something about porn star
hush-money payments,” he said.

Mr. Trump has said he ex-
pected to be arrested soon.

Mr. DeSantis said he
wasn't aware of any communi-
cations between law-enforce-
ment officials in Florida and
New York ahead of the possi-
ble indictment. “We are not in-
volved with this, won’t be in-
volved with this,” he said.

Mr. Trump, in a social-me-
dia post, responded by saying
that Mr. DeSantis “will proba-
bly find out about FALSE AC-
CUSATIONS & FAKE STORIES”
in the future.

—John McCormick

While America produces much of its own
energy, about one million barrels of oil per day
is stillimported from OPEC nations like Saudi
Arabia, Irag and Libya. There is a better
solution. Canada has more than enough oll

and gas to meet US demand for imports,
supplementing domestic production. We're
your neighbor. Your ally. And areliable and
responsible producer. Together, Canadaand
the US can achieve energy security and
independence for North America.

CanadalsTheSolution.com

This material is distributed by DDB Canada on behalf of the Canadian Energy Centre. Additional information is on file with the Department of Justice, Washington, D.C.
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WORLD NEWS

Zelensky
Gets More

Munitions

From EU

By LAURENCE NORMAN

BERLIN—European Union
member states backed a plan
to send one million artillery
shells to Ukraine over the next
year as part of an arms-pur-
chase package valued at more
than $2 billion, the latest
move by Western countries to
improve Ukraine’s access to
heavy ammunition.

EU foreign-policy chief Jo-
sep Borrell said ministers
agreed to the proposal at a
meeting in Brussels. However,
questions remain over how
quickly the bloc can accelerate
its delivery of artillery shells
to Ukraine, especially after the
bloc excluded from their pur-
chases most non-EU produced
weapons.

Ukrainian officials have
been urging Western nations
for months to speed up the de-
livery of artillery at a critical
period in the war, when Russia
is making incremental gains
amid grinding warfare in the
east of Ukraine.

Ukrainian Foreign Minister
Dmytro Kuleba, who spoke to
the ministers Monday, said on
Twitter that it was a “game-
changing decision.”

“Ukrainian soldiers are
showing great courage and te-
nacity. But they need ammuni-
tion,” said European Commis-
sion President Ursula von der
Leyen. “We will work with
member states to ramp up de-
fense industrial production.”

U.S. officials have said
Ukrainian troops are using
more than 90,000 rounds a
month of 155mm ammunition,
and Washington is trying to
ensure Kyiv has enough weap-
onry to launch a high-stakes
spring counteroffensive. On
Monday, the U.S. announced a
new $350 million military as-
sistance package for Ukraine,
focused around supplying ar-
tillery shells and ammunition.

By DANIEL MICHAELS

Old U.S. Arsenal Makes New Weapons

WATERVLIET, NY.—On a mil-
itary base more than two centu-
ries old, the Army is hammering
out its cannon of the future.

The Watervliet Arsenal
opened during the War of 1812
and one building dates to
1828. Yet inside an aging pro-
duction hall, new digital ma-
chine tools that resemble sci-
ence-fiction space pods are
churning out components for
Abrams tanks, a weapon
pledged for fighting in
Ukraine. In another hall, an
automated forge pounds red-
hot metal cylinders into 20-
foot gun barrels for America’s
next howitzers, which will lob
shells more than 40 miles.

Fighting in Ukraine has re-
newed attention to land sys-
tems Watervliet helps produce
and repair, which until re-
cently were dismissed by some
military strategists as relics
because they are used by tra-
ditional infantry.

“The Army and land combat
systems are what hold ground,”
said Maj. Gen. Darren Werner,
commander of Tank-Automo-
tive and Armaments Command,
of which Watervliet is a part.

Tacom, the Army’s in-house
production, maintenance and
logistics operation for ground
equipment like artillery, is un-
usual because it carries out
manufacturing. The Pentagon
and Congress decided decades
ago that to ensure supplies of
essential materiel like big
guns and their ammunition,
some production and upkeep
will remain in public hands.

The Pentagon has grappled
since World War II with bal-
ancing military mass—or land
armies—against intensity, epit-
omized by precision weapons.

Now, the war in Ukraine
and the end of U.S. engage-
ments in Iraq and Afghanistan
are offering new lessons. One
is that 2l1st-century warfare
will mix futuristic and old-
fashioned weapons: drones
and tanks, satellite-guided
rocket shells and mortars.

Another lesson is that while
high-tech systems are invalu-

A red-hot steel billet is placed in the rotary forge at the U.S. Army Watervliet Arsenal, which opened during the War of 1812.

able in short conflicts or for
inspiring shock and awe, those
pricey armaments aren’t sus-
tainable for grinding wars of
attrition, like in Ukraine, or
against entrenched popular in-
surgencies, like in Iraq and Af-
ghanistan. To control territory,
large numbers of soldiers and
big guns are still invaluable.
Counter-insurgency fighting
in Iraq and Afghanistan “put
artillery in the back of peo-
ple’s minds, but it was never
gone.” said Gen. Werner, a for-
mer artillery officer who
served in Afghanistan, Iraq,
Jordan and South Korea.
Watervliet holds special sta-
tus as a rare Army-operated in-
dustrial manufacturing facility,
but that hasn’t always trans-
lated to funding. For years af-
ter the Cold War, the industrial
operations faced cutbacks.
Now the Pentagon is under-
taking a multibillion-dollar
modernization of its in-house
production and maintenance
bases. The program is part of a
broader push to merge new
technologies with older systems

and apply modern production
methods to legacy equipment.
In the hall with the futuris-
tic machining pods, each of
the recently installed units re-
placed about three older ma-
chines, boosting productivity
and cutting space needed.
Production capacity has
risen 70% since 2021, Gen.

The grinding war in
Ukraine illustrates
the importance of
big guns.

Werner said, and will increase
further once other advanced
equipment arrives and it is all
securely networked.

Annual production is cur-
rently in the hundreds of gun
tubes. Each can require six
months of metalwork, so every
bit of savings adds up, he said.

Gen. Werner meets with ex-
ecutives so he can learn from

their experiences and bench-
mark his operations. Walking
through a Watervliet produc-
tion hall recently, he discussed
with civilian Deputy Director of
Customer Programs Quality and
Logistics Scott Huber how to
get rid of obsolete equipment
that previously would have
been stored as spare capacity.
“Idle machines don’t make
money,” Gen. Werner said.
When Watervliet’s rotary forge
has spare capacity, the base
does contract work for indus-
tries that need rugged tubes,
like oil and gas, shipping and
turbine manufacturing.
Resources squandered in a
factory could help on a battle-
field, he said. “Our currency is
the lives of our soldiers.”
With 1.2 million square feet
of production space, moderniz-
ing Watervliet is hard, said base
commander Col. Alain Fisher.
“Modernizing in a 94-year-old
building is a little harder.”
The arsenal, which strad-
dles the disused Erie Canal, is
a national historic landmark.
Many buildings, though, are

-

old but sturdy and can be up-
dated—similar to much mili-
tary equipment. Refitted B-52
bombers, first designed in
1948, may fly beyond 2050.

Although making big gun
barrels involves pounding hot
metal, the finished products en-
tail machining of precision more
similar to airplane production
than blacksmithy. Without that,
shells won’t fly far enough or
strike their targets. Each gun
tube departs Watervliet with
the base commander’s initials
stamped in it and is tracked
throughout its service life, said
Mr. Huber. Finding and retain-
ing sufficiently skilled staff has
been a challenge.

Some of the base’s almost
800 civilian employees have
worked there for 50 years, but
the number of skilled machin-
ists dwindled after the Cold
War. Similar to the Army it-
self, Watervliet maintains a
well-trained core team and
seeks to reinforce it as needed.

“We go in waves,” said Gen.
Werner. “We keep things warm
but we never let things go cold.”
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Ukrainians
Survive

The Winter

Continued from Page One
phisticated anti-missile sys-
tems denied before, such as
Patriot and SAMP-T batter-
ies—with training of Ukrainian
operators nearing comple-
tion—along with generators
and energy-grid spare parts.

“The Russians had expected
us to have internal strife, de-
stabilization and the outflow
of additional refugees,” said
Oleksiy Danilov, an security
adviser to President Volod-
ymyr Zelensky. “Our country,
thanks to our partners, has
survived this difficult period.”

The winter, for many, was
indeed cold and dark. Ukraine
now is trying to repair and
harden its grid while bolster-
ing air defenses faster than
Moscow rebuilds its stock of
missiles and drones.

But “winter is over and
we’re still here,” said Volod-
ymyr Kudrytskyi, CEO of state
power company Ukrenergo.

Ukrainian authorities knew
energy infrastructure was vul-
nerable, and with it the water-
pumping, sewage, heating and
communications systems that
run on central power. It dis-
connected its power grid from
Russia’s hours before the in-
vasion. Within weeks, Ukraine
had hooked up the grid to the
European Union’s, a connec-
tion with limited capacity but
that proved a vital backup.

Ukraine’s electricity grid is
a single network based on four
large nuclear-power stations
alongside coal and other
sources. The system had a ma-
jor strength inherited from So-
viet times: Capacity was far
higher than needed. Ukraine
once housed a large part of
the Soviet Union’s industrial
base. As a result, all parts of
the grid had backups built in.

At first, Russia didn’t sys-
tematically bomb the energy
infrastructure, believing it
would soon belong to Moscow.
Russian missile strikes tar-
geted objectives such as bases,
rail traffic and oil refineries.

Russia launched its first
heavy barrage against energy
infrastructure on Sept. 11,
plunging the cities of Kharkiv
and Dnipro into blackouts.

As human-rights organiza-
tions called such targeting a
war crime, Russian nationalist
commentators exulted over it.

Mr. Zelensky’s team judged
Ukraine’s energy system able
to outlast Russia’s missile
stockpile, on paper. But some
equipment was in short sup-
ply, especially big transform-
ers used at substations—So-
viet-standard gear not usually
manufactured in the West.

October assault

On Oct. 10, Russia launched
a barrage of 70 missiles and
scores of drones, hitting about
30% of Ukraine’s energy infra-
structure. It was ostensibly in
retaliation for the bombing of
the bridge linking occupied
Crimea with the Russian main-
land. In fact, it been planned
well before the bridge strike,
say Ukrainian and Western of-
ficials. According to Ukrainian
officials, senior members of
the government of former
Ukrainian President Viktor
Yanukovych, who fled to Rus-
sia after Ukraine’s 2014 revo-
lution, helped plan the attacks,
using their intimate knowl-
edge of the infrastructure.

Iranian-supplied  Shahed
drones swarmed the skies of
Kyiv as they headed toward a
power station. Ukrainian sol-
diers and police tried to down
them by shooting chaotically

with their Kalashnikov rifles.
More attacks followed every
few days during the fall.
Hosts on Russian state TV
discussed how the collapse of
services would cause disease
outbreaks that would ravage
Kyiv. Russia’s newly appointed
war commander, Gen. Sergey
Surovikin, was celebrated in
Russian media as the author of
the missile campaign, dubbed
“General Armageddon.”
While Russian media
gloated, Ukrainian repair
crews set about quenching
fires and salvaging equipment.
At one substation in central
Ukraine, workers saw the shat-
tered remains of equipment
hit by a Kh-101 cruise missile.
Half of a switchyard that dis-
tributes electricity to 600,000
people was destroyed. Shards
of twisted metal and concrete
covered the blackened earth.
The substation had spare
parts. Leaving the debris lying,
the team installed replace-
ments. Power was restored to
nearby cities that evening.
Two more cruise missiles
struck a week later. A 300-ton
transformer, the heart of it,
took a direct hit.
The repair crew again found
a solution. Electricity now is
routed differently around the
facility, departing from blue-
prints known to the Russians
from Soviet times. Ukraine
also scoured for compatible
Soviet-legacy gear across
Eastern Europe and friendly
parts of the former Soviet
Union, such as Azerbaijan,
which earned Moscow’s diplo-
matic rebuke for donating a
convoy of transformers.

Ancient weapons

A third volley of missiles
hit the substation late on a
November afternoon. As dark-
ness fell, followed by rain and
then snow, the repair crew
donned headlamps and bad-
weather overalls and replaced
the shattered equipment.

To counter drones, the mili-

tary mixed new weapons with
ancient ones. Mriya, a volun-
teer unit led by a member of
Ukraine’s supreme court—and
staffed by part-time fighters
from the judiciary and law en-
forcement, including several
other top judges—established
machine-gun nests atop high-
rises on the periphery of Kyiv.

A member named Serhiy
Tulyakov directed fire on a De-
cember night as four Russian
drones passed over his rooftop
position, following a highway
in an effort to muffle their
lawn-mower-like sound.

He used thermal-vision gog-
gles to spot the drones as his
unit’s Maxim machine guns—
a weapon first used in the
1880s, and a mainstay of
World War I—unleashed vol-
leys of tracer and armor-pierc-
ing rounds. One drone was
shot down. Virtually all those
heading to Kyiv and other ma-
jor cities no longer reach their
targets, Ukrainian officials say.

The shoot-down ratio of
missiles is much lower, even
though Ukraine has supple-
mented its Soviet-vintage air
defenses with Iris-T and NA-

SAMS batteries supplied by
Germany and the U.S. in re-
cent months, as it awaits the
deployment of Patriots.

During the March 9 attack,
Ukraine managed to intercept
34 out of 48 slower Kh-101,
Kh-555 and Kalibr cruise mis-
siles, according to its general
staff. But all of Russia’s 12
faster missiles got through de-
fenses that day: six hypersonic
Kh-47 Kinzhals and six super-
sonic Kh-22 missiles.

Power balance

Electricity grids have to
maintain a precise balance of
generation and consumption
to keep frequency and voltage
stable. Even small deviations
from the European standard
frequency of 50 hertz can
badly damage equipment. To
prevent that, power stations
automatically shut down if the
current becomes unstable.

Keeping frequency and volt-
age steady during missile at-
tacks is “like balancing a bicy-
cle while being kicked from
the left and right,” said Mr.
Kudrytskyi of Ukrenergo.

Volunteers and utility workers repaired a residential area damaged by a Russian drone on Jan. 26.

Above, a transformer hit by a
Russian missile strike on
Ukraine last year. At left,
smoke billowed after a Russian
strike in Kyiv on March 9.

Ukraine learned this the
hard way on Nov. 23, when
missiles destroyed a number
of substations and transmis-
sion lines, causing such imbal-
ances that virtually all power
plants shut down, plunging
the country into darkness.

Firing up a power plant
that was shut down requires
another power source. Energy
companies used a hydroelec-
tric plant that was still run-
ning to restart a coal-fired
plant, said Maksym Tim-
chenko, CEO of energy group
DTEK. When enough stations
were online again, they re-
started the nuclear plants.

At every stage, technicians
had to carefully keep the fre-
quency at 50 Hz by balancing
generation with electricity
consumption. Solving the com-
plicated puzzle took 14 hours.

Restoring lighting, heating
and water supply in cities took
longer. Millions endured black-
outs for three days. Phone and
internet networks went down,
too, threatening the country’s
ability to keep functioning.
“The situation was critical,”
said Mykhailo Fedorov, minis-
ter of digital transformation.

That week, Ukrainian offi-
cials began seriously contem-
plating that Russia might suc-
ceed in crippling the country.
Mr. Fedorov rushed through
orders of backup generators to
power mobile-phone towers
and internet providers. He
also contacted SpaceX, secur-
ing an immediate supply of
10,000 Starlink satellite-com-
munications stations that
could form a backup network.

Maryna Kovalchuk, man-
ager of the Pesto Café chain of
restaurants, climbed 19 flights
in the dark to reach her apart-
ment on Nov. 24. Her husband
made a video on his phone as
the couple tried to barbecue a
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steak on a small gas camping
stove on their balcony. The
temperature fell to just above
freezing. In front of them, the
city of Kyiv, usually bathed in
lights, was a sea of darkness.

Her husband noted that it
was Thanksgiving in America,
and tried to make light of the
situation, joking that they
were giving thanks for being
alive. Ms. Kovalchuk looked
ready to cry.

Energy companies started
shutting down power to avoid
grid imbalances every time
there was a risk of new
strikes. But cumulative dam-
age was taking its toll.

In between long blackouts
that followed attacks, Ukraini-
ans had to live with the ra-
tioning of energy and water.
Utilities scheduled power out-
ages for each neighborhood,
street and apartment block. In
some areas of Kyiv, they sup-
plied only a couple of hours of
power, water and heating a
day, just enough to keep pipes
from freezing. Cities turned
off street lights.

Ukrainians planned their
days around the scheduled
outages. Some set their alarms
for the small hours when they
could take a shower. Others
moved in with relatives in the
countryside, where they could
burn firewood.

Some families still came to
the Pesto Cafés Ms. Kovalchuk
manages. During outages, they
wore parkas, sat in candlelight
and ate coldcuts from a black-
out menu.

In Kyiv’s hip Podil neigh-
borhood, locals braved unpre-
dictable electricity at the his-
toric Zhovten Movie Theater.
When power failed, they sat in
their overcoats while the staff
fired up a diesel generator.

Ukrainians became experts
on generators, power banks
and portable power stations.
These as well as blankets, can-
dles and water canisters, once
relegated to the camping sec-
tion, turned into the hottest-
selling items at the Epicenter
mall on Kyiv’s gritty Left Bank.

“Winter is over and
we’re still here,” said
a power company

CEO in Ukraine.

Sidewalk generators al-
lowed shops and restaurants
to stay open during blackouts.
Since October, Ukrainians have
bought enough generators to
produce a gigawatt of electric-
ity, about the same as a nu-
clear reactor, according to the
operations director of Epicen-
ter’s network of malls.

People shared tips on how
to fry eggs and warm rooms
using candles, or dry wet hair
in a car. They used torches to
light their way on evening
walks with dogs sporting LED
collars.

From January, Russian mis-
sile attacks became less fre-
quent, and their damage less
severe. In February, Ukraine
restored its grid sufficiently to
end rolling blackouts. Kyiv
turned street lighting back on.

In all, Russia has lobbed
Wover 850 missiles and hun-
dreds more drones at
Ukraine’s power infrastruc-
ture, say Ukrainian officials.

The onslaught didn’t
weaken people’s resolve; 87%
of Ukrainians are against any
territorial concessions in ex-
change for peace, the same
percent as in September, ac-
cording to a February survey
by the Kyiv International Soci-
ology Institute.

Meanwhile, Gen. Surovikin,
Russia’s “General Armaged-
don,” has been sidelined.

—Oksana Grytsenko and
Oksana Pyrozhok contributed
to this article.

Lawn
Painting
Grows

Continued from Page One
lands, said paint dries within a
few hours and is safe for pets.

While Mr. Gavelek’s lawn-
care company, Fertizona, has
been selling green lawn paint
for a decade, he said he is get-
ting far more calls this year
from landscaping companies,
homeowner associations and
residents curious about paint-
ing, in an effort to cut down on
expenses and save water.

In Arizona there have been
no limits on outdoor water us-
age in residential areas, unlike

California. But cities such as
Gilbert and Phoenix have
warned restrictions could
come if drought worsens.
Scottsdale is trying to get resi-
dents to switch out lawns with
water-saving landscaping by
offering rebates.

Nick Perez, the representa-
tive at landscaping company
BrightView who negotiated the
contract with the Islands, said
the neighborhood was looking
to save, but wanted to keep up
lawn appearances. “They want
lush,” he said.

At the Islands, BrightView
sprayed 17 acres with an emer-
ald color made to look like golf
courses. The move is estimated
to save the community $70,000
in water costs that would have
kept the grass naturally green,
according to Mr. Perez. The Is-
lands declined to comment.

Painting can cut down on

water usage because grass
doesn’t need to be alive. Dor-
mant grass, that dry yellow
stuff that shows up once the
lawn stops being watered or is
unhappy with temperature, can
hang onto paint.

Brian Howland, 53, who
paints yards in the Phoenix
area part-time with his son,
said you can get a dormant
lawn to look realistic with
paint, for an average cost of
$250 to $350. The only prob-
lem is, it doesn’t feel as good
as it looks. People say “ ‘Wow
the yard looks amazing’ and
you take a step and it goes
‘crunch,” ” he said.

Mr. Howland switched
paints after testing out a brand
that left some lawns blue after
the yellow pigment burned off
in the sun.

In Houston, Ruben Alonso,
43, and his son Ru, 21, started

a mowing business, Alawnso
Services, after Mr. Alonso was
laid off during the pandemic.
Then a client asked to have his
lawn painted, and Mr. Alonso
branched into that, doing 100
lawn-painting jobs in the win-
ter of 2022 and now keeping
up a busy pace. He says he has
trained at least 20 other peo-
ple to start similar businesses.

His teenage daughter, Je-
navi, posted a TikTok of an
early job featuring Mr. Alonso
painting the grass as the back-
ground voice debates if people
will be able to spot a fake. The
video took off once he began
interacting with his audience
and views now total 3.7 mil-
lion. He thinks people get sat-
isfaction watching something
go from “ugly to pretty”
though he said a way for a
video to go viral is to post a
mistake, such as paint splash-

ing onto a sidewalk.

Geoponics Corp. makes pop-
ular pigments including “Fair-
way,” a dark green that it says
has a “see it from the moon”
effect and “Perennial Rye,” in-
spired by golf courses of Au-
gusta, Ga. Brad Driggers, a
sales manager, travels the
country helping paint users
understand the correct mixing
ratios. “We have a very good
product but the application is
half the battle....If it’s not ap-
plied right then it’s not gonna
look right,” he said. “We don’t
want anybody to know it’s
painted.”

Ozzie Sattler, 70, a retired
radio broadcaster in Phoenix,
gets his lawn professionally
painted in summer, sometimes
shocking his neighbors. “Be-
cause one day it’ll be yellow
and the next day it’s green,” he
said.

David Steele, 73, a retiree
from Phoenix, started painting
his lawn with the intention of
turning it into a local business,
but he quickly realized pig-
ment couldn’t save a bad yard
and scaled back his ambitions.

Mr. Steele said a lawn needs
to be prepared before it can be
painted for best results. Some
clients started asking him to
remove weeds and mow their
lawns first. He said he didn’t
want to end up as a land-
scaper.

Now, he paints only for
friends and family who have
well-maintained yards to start
with. “I'm very particular. The
canvas has to be nice or you
just don’t get the results that
someone else may expect,” Mr.
Steele said.

—Louise Radnofsky and
Natalie Andrews contributed
to this article.
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By TE-PING CHEN

mystery permeates the
job market: You apply
for a job and hear noth-
ing, but the ad stays
online for months. If
you inquire, the com-
pany tells you it isn’t really hiring.

Not all job ads are attached to
actual jobs, it turns out. The labor
market remains robust, with 10.8
million job openings in January, ac-
cording to the Labor Department.
At the same time, companies are
feeling budgetary strains and some
are pulling back on hiring. Though
businesses are keeping job postings
up, many roles aren’t being filled,
recruiters say.

Hiring managers acknowledge
as much. In a survey of more than
1,000 hiring managers last sum-
mer, 27% reported having job post-
ings up for more than four
months. Among those who said
they advertised job postings that
they weren’t actively trying to fill,
close to half said they kept the ads
up to give the impression the com-
pany was growing, according to
Clarify Capital, a small-business-
loan provider behind the study.
One-third of the managers who
said they advertised jobs they
weren’t trying to fill said they kept
the listings up to placate over-
worked employees.

Other reasons for keeping jobs
up, the hiring managers said:
Stocking a pool of ready applicants
if an employee quits, or just in case
an “irresistible” candidate applied.

Postings for “ghost jobs,” as re-
cruiters and candidates sometimes
refer to them, can be frustrating
for job seekers.

“It’s a waste of time,”
says Will Kelly, who
lives in the Washington,
D.C., area and has been
applying for marketing
and writing roles.

Mr. Kelly, who has
decades of experience
as a technical and mar-
keting writer, estimates
that when he was job
hunting in late 2021,
about 20% of listings
that interested him
were posted and re-
posted without anyone
evidently being hired.
Since his layoff from a
startup in August, he
says he has noticed
that most jobs that
catch his eye have been
up for months.

“I first thought of it
as an anomaly, and now I see it as
a trend,” he says.

Given the uncertain economic
outlook, some job ads may be
more wishful thinking than any-
thing else, says Vincent Babcock, a
Nashville, Tenn.-based recruiter.
Such a strategy, he says, risks
turning off applicants who may
view the ads as misleading.

“They’re posting jobs with the
intention of hiring, but not any-
time soon,” he says, adding that
some companies posting jobs now
might not be aiming to hire until
the third or fourth quarter.

MY RIDE | A.J. BAIME

Brooke Wilemon says applying for jobs lately
has felt like chasing a series of mirages.
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Ghost Ads Haunt Job Seekers

In an uncertain economy, companies post for openings they might not really be trying to fill
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For employers, constantly look-
ing for talent can make sense, says
Kelsey Libert, co-founder of Fractl,
a digital marketing agency. She
says her company keeps ads up for
associate positions even when they
aren’t hiring, because turnover for
those jobs is often higher than
other roles.

“Otherwise, you’re suddenly in
a position where you need to
spend a lot of money on LinkedIn
ads to quickly drum up interest,”
she says.

An employer that hasn’t been
collecting résumés along the way

Drag-Racing Dreams
Ride on a Motorcycle

Dystany Spurlock, of Goldvein, Va,
on her Buell National Hot Rod
Association (NHRA) Pro Stock drag-
racing motorcycle, as told to

A.J. Baime.

career. | am a motorsport racer. |

have worked as an actor, a model
and | drive a tractor trailer. One
thing | have always wanted to do
was race Pro Stock NHRA motorcy-
cles, which is the top-ranked motor-
cycle drag-racing series in the world.
| have been drag racing bikes for a

I have done a lot of things in my

long time at lower levels, and last
year | was with a team and things
were not going as planned. | learned
through one of my sponsors about
someone selling a Pro Stock team. |
thought: “This is my time. God is
telling me to do this. Let’s move!”

| got some money together, |
bought the team and | bought this
Buell motorcycle with five spare
motors. This year | am working on
testing and my partnerships, and,
next year, | plan to become the sec-
ond Black woman to race the full
NHRA Pro Stock motorcycle season.
[The first was Peggy
Llewellyn, who won an
NHRA event in 2007.]

The bike was already
built out as a drag racer
when | bought it. It has
350 horsepower and a
160-cubic-inch motor.
With me on the bike, it
has to weigh a minimum
of 635 pounds. It runs on
high-octane gasoline.
These motorcycles can go
over 200 mph in a quar-
ter mile. | am in the pro-
cess of taking out the old
technology and rewiring
the bike with a Maxx-
ECU—an electronic engine
control system that helps

The Pro Stock NHRA
motorcycles can hit 200
mph in a quarter mile.

might have fewer people to choose
from when jobs open and need to
be filled quickly, Ms. Libert adds.
Many college seniors look for jobs
from April to June, she says, noting
that companies don’t want to miss
out on that talent just because they
didn’t have immediate roles open.

“It’s better for you to hedge by
leaving some of those job openings
up,” she says.

Some job ads have little correla-
tion to actual job availability be-
cause companies require that all
jobs be posted, even if a candidate
has been predetermined. In other
instances, especially at larger com-
panies, poor coordination is to
blame, says Elliott Garlock, founder
of Stella Talent Partners, a Boston-
based recruiting firm.

During a previous stint working
on talent strategy at Wayfair Inc.,
Mr. Garlock says, the online retailer
frequently advertised jobs that it
wasn’t actually hiring for. Plans
and budgets were constantly
changing, and so many teams were
involved in the hiring process that
it was hard to ensure job postings
stayed up-to-date.

“It’s not because we were ill-in-
tentioned and out to trick the can-
didate market,” he says.

Wayfair says it intends to fill
every job it posts and makes every
effort to treat candidates with care.
The company, which announced
layoffs in January, says that it is

with the tuning of the bike and
speed consistency. My boyfriend,
Courtlan Whiting, who also races, is
my crew chief, and my uncle Al Coo-
per, who builds cars and motorcy-
cles, is going to help with my team.

At most tracks, you are racing
against an opponent and you com-
pete in rounds. The first thing | do
before a race is say a prayer. Then
you roll the bike into what is called
a “water box.” There you do a burn-
out to heat up the rear tire. Now
you move to the starting line. It is a
courtesy to look over at your oppo-
nent, nod your head and make sure
they are ready. There is a pre-stage
light and a stage light. You roll onto
the throttle with one hand and keep
the clutch in with the other. When
the light goes green, you let go of
the clutch and go.

transparent with applicants about
changes in hiring decisions and, for
companies of its size, removing job
postings takes time.

Companies might also be reluc-
tant to take down ads, Mr. Garlock
adds, because “we don’t want to
signal we’re slowing down, so we’ll
let these things ride.”

Brooke Wilemon says applying
for jobs lately has felt like chasing
a series of mirages. Ms. Wilemon,
who lives in Nacogdoches, Texas,

In a survey of hiring
managers, 27% reported
having job postings up
for more than 4 months.

estimates she has applied for
around 500 jobs since receiving her
master’s in business and public ad-
ministration last year. Typically she
doesn’t hear back, she says. When
she does locate someone to talk to,
she frequently hears the role isn’t
being filled after all.

Ms. Wilemon, 23, recently ap-
plied for a job at Nationwide Insur-
ance. As part of her application,
she put on makeup, a blazer and
jewelry and sat before her com-
puter and recorded answers to a
series of automated job-interview

Reaction time is critical. From the
time the light goes green, you want
to be moving in just hundredths of a
second. At that point, your bike is on
your rear tire and your front tire is in
the air. You have to keep the front
tire straight, because if it is not, that
is a bad day, and when the front tire
touches the pavement, you're going
over. (That has happened to me
once, in 2011. | was racing my street
bike—a BMW S 1000 RR—at Mary-
land International Raceway.)

Now when you are going, you
have to shift gears. A big light
comes on on your bike, and you
shift with your thumb. If you do
not, that is a bad day because your
motor is probably going to blow up.
(That has never happened to me,
but it probably will one day.) During
the time it takes you to go a quar-

questions, doing multiple retakes
for each question before she was
satisfied.

Soon after, she received an
email telling her that the company
had decided not to fill the role.
“It’s really disheartening,” she says.

Nationwide said that its busi-
ness needs occasionally change af-
ter roles are posted, and that the
company tries to communicate and
manage applicants’ expectations. It
says it doesn’t post “ghost jobs”
and has hired more than 600 exter-
nal candidates since the start of
the year.

To avoid ghost ads, Scott Do-
broski, vice president of communi-
cations at jobs site Indeed, recom-
mends looking for detailed job
descriptions. More specifics, such
as schedules or a clear list of re-
sponsibilities, might indicate that
an employer is serious, he says. He
also advises checking the time-
stamp on ads to ensure they were
posted recently.

Every month, Indeed removes
millions of job postings that don’t
meet its standards from the web-
site, including inactive job post-
ings, he says.

Indeed says it has recently seen
more employers dial back their re-
cruiting efforts. Job postings on
the site have fallen by 11% since the
start of 2023.

“Many companies are proceed-
ing with caution,” he says.

Dystany Spurlock bought a Pro
Stock team as well as the bike. ‘|
thought: This is my time,” she says.

ter mile—you can consistently do
this in under seven seconds—you
shift gears five times.

When you cross the finish line,
sometimes you know right away if
you won. You look over at your
team and maybe they are jumping
up and down. Or maybe they have
sad faces. Then you get your ticket,
which tells you your time to get to
60 feet, 330 feet, an eighth of a
mile, a thousand feet and the quar-
ter mile.

| have always wanted to race on
this big professional level. Being a
team owner, too, it will be a dream
come true when | hit the track next
season.

FROM TOP: BRIAN STAUFFER; TINA WILEMON
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lanking on someone’s
name. Forgetting why
you entered a room.
Struggling to concen-
trate on a task.

Women in their 40s
and early 50s often notice declines
in their memory, focus and ability
to learn new things—symptoms
sometimes called “brain fog.”

Doctors have good news and
bad news. There’s a good chance
these problems are caused by nor-
mal midlife hormonal changes dur-
ing perimenopause, and often get
better after you’ve had your last
period. Medications along with ex-
ercise and a healthy diet may help.
The bad news: For some women,
these problems persist.

Perimenopause, which typically
takes place when a woman is in
her 40s and early 50s, starts when
a woman’s monthly menstrual cy-
cle becomes irregular and can
range from three years to more
than a decade. Dramatic fluctua-
tions in hormones during this time
trigger many symptoms, including
hot flashes, night sweats and
mood changes.

About 60% of women report a
decline in memory function during
perimenopause, studies show. De-
spite those changes, most women’s
overall cognitive performance re-
mains within a normal range.

New guidance commissioned by
the International Menopause Soci-
ety, a group of doctors and re-
searchers who make recommenda-
tions for treating menopause,
advises healthcare practitioners to
let women know that they aren’t
experiencing dementia symptoms.
Memory problems, the guidelines
say, often resolve once women
reach menopause, the point where
they haven’t had a menstrual cycle
in one year.

“The most important thing is to
reassure women that these experi-
ences are normal,” says Pauline
Maki, a professor of psychiatry,
psychology and obstetrics/gynecol-
ogy at the University of Illinois
Chicago and first author of the set

¢ of guidelines published last year in
¢ the journal Climacteric.
Researchers say men don’t re-
Z port similar memory and cognitive
Z changes because they don’t experi-

A BA

For Many Women,
Midlife Brain Fog Is Real

Do you keep forgetting things? One culprit for some: perimenopause.

ence this dramatic change in hor-
mone levels. Overall, women gen-
erally have better verbal memory
than men—even during perimeno-
pause, says Dr. Maki, while men
generally have stronger visual-spa-
tial abilities.

A source of worries
Tammie Willis says she first no-
ticed she was losing words in her
mid-40s.

“I would just forget words,
words that I knew,” says Ms. Wil-
lis, a 51-year-old in Decatur, Ga.
“And I would completely blank on
people’s names.”

At first she worried that she
was experiencing cognitive de-
cline, which runs in older women
in her family. But when she started
a Facebook support group for
women going through perimeno-
pause, she heard from other
women with similar complaints.

The women who appear to be

most affected by cognitive issues
during perimenopause are those
who also experience the worst of
what are called vasomotor symp-
toms, such as hot flashes and
night sweats, says Dr. Maki.
Brain scans of women with

About 60% of women
report a decline in
memory function during
perimenopause.

nighttime vasomotor symptoms
have shown signs of small blood
vessel disease in the brain that
are linked to cognitive decline,
says Rebecca Thurston, a profes-
sor at the University of Pitts-
burgh who was first author of a
study documenting these findings
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in the journal Neurology.

For some women, brain fog
may stem at least partly from poor
sleep caused by night sweats and
hot flashes, or mood symptoms
that are common during perimeno-
pause, doctors say.

In those cases, treating those
symptoms can help the cognitive is-
sues, says Stephanie Faubion, direc-
tor of Mayo Clinic Women’s Health
and medical director of North
American Menopause Soci-
ety. Menopausal hormone therapy—
taking a form of estrogen often
with progesterone—is approved by
the U.S. Food and Drug Administra-
tion to treat hot flashes.

In other cases, there’s strong
evidence indicating that brain fog
is fueled by the hormonal changes
themselves—namely, the fluctua-
tions and ultimate decline in estro-
gen levels, says Dr. Maki.

Studies have shown, for in-
stance, that if you remove a

the return for processing.

woman’s ovaries before natural
menopause, memory declines, and
if you give them estrogen therapy,
their memory recovers.

What happens after
menopause?

Many women bounce back after
menopause and their memory nor-
malizes, say doctors and research-
ers. The brain compensates for
lower estrogen levels by making
new connections, Dr. Maki says.
The recent guidelines also con-
clude that cognitive changes “com-
monly normalize postmenopause.”

However, there is some prelimi-
nary evidence that the slight de-
cline in “encoding,” or the process
of learning something new, may
continue in some women, says Dr.
Maki.

A 2021 study in the journal
Menopause following more than
400 low-income women of color
and found that their memory is-
sues continued after menopause.

The recent guidelines stress
that memory issues during peri-
menopause shouldn’t be confused
with dementia, which isn’t com-
mon in midlife and generally
doesn’t present until women are in
their 60s or 70s.

But it remains unclear if
women who experience cognitive
issues during perimenopause are
more at risk of developing demen-
tia later, says Dr. Faubion.

What can you do about it?
Menopausal hormone therapy is
recommended for symptoms such
as hot flashes and night sweats and
is sometimes also used to help treat
mood disorders and sleep disrup-
tion. But four large studies showed
no benefit for memory when
women took hormone therapy.

Dr. Maki thinks more research
is needed to determine whether
hormone therapy can help peri-
menopausal brain fog. Most
women in the studies, for instance,
were already postmenopausal, and
research also excluded women
with bothersome hot flashes.

Dr. Faubion encourages women
to stick to good habits for cardio-
vascular and brain health, such as
eating a healthy diet and exercis-
ing regularly. The guidelines also
recommend staying connected
with friends and exercising your
brain by learning new things.

Some researchers are testing
and using medications commonly
prescribed for ADHD.

Why Your Tax Refund Can Come
In Days or Can Take Months

By AsHLEA EBELING

payers by letter to ask for

GETTY IMAGES/ISTOCKPHOTO

he Internal Revenue

Service says it delivers

nine out of 10 tax re-
funds within 21 days, a time
frame that hasn’'t changed
for e-filed returns in two de-
cades. Tax professionals re-
port that this tax season
most clients are getting re-
funds for e-filed returns in
five to 14 days. For taxpay-
ers filing on paper, refunds
can take four weeks or
more, the IRS says.

To the millions of
taxpayers awaiting re-
funds, it can be puz-
zling that the IRS still
needs weeks, months
or more to crunch the
numbers and transfer
the money—when
most of the process is
automated.

A refund that ap-
pears in your bank ac-
count an hour after
you e-file might sound
appealing. But it would
mean that the IRS
didn’t adequately check
for people who either
cheat or innocently
overstate the amount
they should get for a
refund, said Mark Iwry, a for-
mer senior adviser to the sec-
retary of the Treasury.

Processing time has im-
proved this year, according
to the IRS. As of March 10,
the number of returns filed,
63 million, is virtually flat.
Yet 2% more returns were
processed than at this time
last year. And 8.5% more re-
funds have been issued.

Despite this, during the
last two years, tens of mil-
lions of taxpayers experi-
enced refund delays of 10
months or more, said Erin
Collins, the national taxpayer
advocate for the Taxpayer
Advocate Service. The IRS
faced huge paper backlogs,
and temporary pandemic-re-
lated items on tax returns
tripped up computers and re-
quired human intervention.

After you sign the autho-
rization and click submit, the
IRS runs a quick check to
determine whether to accept

This takes anywhere from a
few minutes to up to 48
hours in peak tax season.
During that time, algo-
rithms confirm that there
are no red flags about the
basic legitimacy of the re-
turn, that the Social Security
numbers and names match,
for example. Acceptance
doesn’t mean your refund is
approved, just that it has
passed the first hurdle.
Once the IRS accepts a

return, its computers check
it for math errors, clerical
mistakes and suspected
identity theft or fraud. The
IRS deliberately keeps the
specifics of these checks to
itself, said Mr. lwry.

When errors are detected,
many can be fixed quickly by
the IRS without contacting
the taxpayer. In such cases,
the returns and refunds get
adjusted automatically, all
without a human touch. The
IRS sends taxpayers a notice
of the adjustment, and those
who disagree have 60 days to
respond. IRS computers spit
out 17 million math-error no-
tices last tax season, many re-
lating to pandemic tax items.

Then, the IRS checks the
return for accuracy by, for
example, comparing the
numbers you entered with
the data from banks and
employers.

In cases where the IRS
needs to reach out to tax-

additional information, such
as a schedule for itemized
deductions, resolution can
take more than 120 days.

The computers will check
whether the taxpayer owes
money to the federal gov-
ernment or someone else for
federal tax, student loan
debt or child support.

To shave several days off
processing time, choose the
direct deposit option on
Form 1040 and double-check

IRS computers sent 17 million math-error notices last tax season.

your bank routing and ac-
count numbers.

If you file on paper,
there’s a keypunching step
whereby an IRS employee
manually keys in your return
information. Another step
that comes at the end of the
process increases processing
time: The IRS has to send
an electronic authorization
to the Treasury’s Bureau of
the Fiscal Service to print
and mail a paper check.

You can check the status of
your refund online at IRS.gov/
refunds or with the IRS2Go
app 24 hours after e-filing
your return or four weeks af-
ter surface-mailing it.

If your refund is delayed,
take comfort: The IRS will pay
interest on late refunds in
most cases, typically after 45
days, using a complex formula,
including the current interest
rate of 7%. Watch out for a
Form 1099-INT because the
interest payments are taxable.
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New York
ith few exceptions,
dance has been in
retreat as a prime
element in Broad-
way musicals for

many years. Long gone are
the dream ballets of the
1940s. So the impulse to res-
urrect a show from an era
when dance was integral to
musicals is understandable
and honorable. And Bob
Fosse, among the most influ-
ential choreographer-direc-
tors of the latter half of the
20th century, had a substan-
tial hit with his 1978 “Dan-
cin’,” which ran for more
than four years.

Unhappily, the first re-
vival of Fosse’s all-dance,
plotless revue—now styled
as “Bob Fosse’s Dancin’™”—
does not represent the man
at his most inspired. His
slithery, angular, sexualized
style certainly remains on
arresting display, but the
production, directed and
staged by Wayne Cilento,
who appeared in the origi-
nal and has gone on to be-
come an established chore-
ographer himself
(“Wicked”), feels dated in
terms of its material, and
softened and blurred when
it comes to the lacerating
edges of Fosse’s work.

“Dancin’” was Fosse’s
ambitious attempt to elimi-
nate virtually everything
but dance—and music, the
ocean on which dance sets
sail—from the Broadway
tradition. Biographers note
that the show was, in a
sense, Fosse’s attempt to
one-up Michael Bennett,
whose “A Chorus Line”
trounced Fosse’s “Chicago”
at the 1976 Tony Awards.
(History has changed the
equation, with the revival
of “Chicago” now having
surpassed the long run of
“A Chorus Line” by a few
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thousand performances and
counting.) Fosse felt that
despite the reputation of “A
Chorus Line” as a loving
celebration of the itinerant
dancer’s life, movement did
not predominate as much
as song and story. And so
with “Dancin’” Fosse re-
moved story, and relied pri-
marily on songs already in
the popular American rep-
ertory, from Neil Diamond
to Benny Goodman to
George M. Cohan.

The new version makes
significant alterations to the
original. Cut from the show
during its Boston tryout,
due to the producers’ and
other collaborators’ view
that it was excessively lurid
(even for Fosse), was an ode
to the seedy glories of

The new staging is
directed by original
cast member
Wayne Cilento.

Times Square. Perhaps now
that the most alarming
character you might encoun-
ter in the area is a Minnie
Mouse staggering around
with a contact high, the
number has been restored.
Called “Big City Mime,” and
featuring Peter John
Chursin—one of the most
charismatic dancers in the
cast—portraying a visitor to
the city encountering all
manner of decadence, the
sequence feels antiquated,
overlong and lacking a
dance through-line. It’s
more a theme-park version
of the 1970s Times Square—
jump on the massage-parlor
ride, and move on to the
next exhibition—than a pun-
gent evocation of it. And is

FEEEEAEEE e

THEATER REVIEW | CHARLES ISHERWOOD

A Faded Razzle-Dazzle Revue

Choreographer Bob Fosse’s famously plotless 1978 show returns in an uneven Broadway revival

anyone really nostalgic for
Times Square at its lowest
point? (Also: The number is
still excessively vulgar.)

The show does have in-
vigorating highlights.
Among them are Fosse’s
tribute to the great African-
American dancers, in partic-
ular Bill Robinson, also
known as Bojangles (and
danced to the song “Mr. Bo-
jangles”), with Yeman
Brown portraying a facsim-
ile of the dancer with fluid
grace. “Benny’s Number,”
another nostalgic set piece,
performed to the music of
Goodman, also reveals the
company, and the show, at
its ebullient best. The trib-
ute to Fred Astaire, “Dancin’
Man,” a razzle-dazzle num-
ber featuring the cast in
suits and straw boaters,
mostly gleams. But here, as
too often elsewhere, the
dancing lacks the blazing
flair, tight synchronicity and
sharply etched isolations
that characterized Fosse’s
best choreography.

The set, by Robert Brill,
features towers of scaffold-
ing that may be an homage
to sets from Fosse’s nakedly
autobiographical movie “All
That Jazz.” But they have an
oppressive and distracting
effect, looming over the
dancers and occasionally all
but overwhelming them.
And the textual passages, in-
cluding additions from
Kirsten Childs—there’s a
dreary patch of dialogue for
a trio of female dancers, in-
cluding a reference to “toxic
masculinity”—tend to drag.

In our cynical age, the
all-American medley that
originally closed the show
now lacks much of the sa-
tiric bite it may have had
decades ago. Instead, the
production concludes with
an expansive series of
dances, and dialogue, from

TTILE LR

T L L
s EE SRR
-

T B m

5 Leww B

Fosse’s 1986 musical “Big
Deal”; but here, too, we are
not witnessing Fosse in his
prime. (This is presumably
why we are treated, in that
dissolute-big-city number, to
wan snippets of “Pippin”
and “Sweet Charity,” from
Fosse’s most fertile years.)
The punishing demands
Fosse made of his dancers—
the original “Dancin’” was all
but legendary for its savage

intensity, with dancers being
thrown onstage to substitute
for others at the last min-
ute—are probably no longer
acceptable today, and rightly
so. That era has passed, but
with it has gone some of the
electricity that Fosse’s chore-
ography at its best delivered.
What is left, as exemplified
by this studious but gener-
ally thrill-free revival, is a
gussied-up museum piece

Peter John Chursin,
Manuel Herrera,
Yeman Brown and
Jacob Guzman

that, even when its irrepress-
ibly energetic dancers are
flinging themselves across
the stage with abandon,
kicks up a little bit of dust.

Bob Fosse’s Dancin’

The Music Box, 239 W. 45th
St., New York, $89-$209,
212-239-6200

Mr. Isherwood is the
Journal’s theater critic.
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Sweet 16 Teams Share Key Traits

In this year’'s NCAA men’s tournament, the top seeds and massive underdogs still alive share
a handful of characteristics that make them dangerous in a single-elimination bracket

By LAINE HIGGINS

labama may not appear
to have all that much in
common with Princeton.
One is a major-confer-
ence power that earned the top
overall seed to the 2023 NCAA
men’s tournament. The other sur-
vived a dogfight in the Ivy League
tournament to earn a bid hours
before the brackets were revealed.

As it turns out, however, the
biggest underdogs and the clearest
title contenders in this year’s edi-
tion of March Madness share a
handful of characteristics that
make them dangerous in single-
elimination tournaments. They
have veteran starting fives. They
hog possessions by grabbing re-
bounds and forcing turnovers.
They can knock down 3-pointers—
but aren’t overly reliant on doing
so. And they give their opponents
headaches on defense.

Anyone who fills out a March
Madness bracket will likely value
some of these traits. Statistics
guru Ken Pomeroy’s rankings hap-
pen to give priority to teams with
all of the aforementioned charac-
teristics. His metric also has a
pretty good track record for pre-
dicting champions: In 17 of the last
20 NCAA tournaments, the cham-
pion was a team that finished the
regular season inside the top six of
Pomeroy’s rankings.

All six of the teams that fin-
ished the regular season in the top
six of Pomeroy’s ranking are mov-
ing on to the Sweet 16. In order
they are Houston, Alabama, UCLA,
Connecticut, Texas and Tennessee.

The list is a bit surprising given
that both the Huskies and Volun-
teers ended up as No. 4 seeds
while two of the teams earning No.
1 seeds in their regions, Purdue
and Kansas, have already gone
home. But as the first weekend of
the 2023 tournament showed,
there was a clear reason why the
Boilermakers and defending cham-
pion Jayhawks were vulnerable.

In a season marked by parity,
Purdue held the No. 1 spot in the
national polls during the regular
season longer than any other
team. But they never regained top
status after a February skid during
which turnovers spiked and 3-
point shooting fell off. That stretch
exposed a clear weakness in coach
Matt Painter’s system: Even when
National Player of the Year favor-
ite Zach Edey scored a double-dou-
ble, wins were heavily dependent
on whether the Boilermakers’
freshmen guards hit 3s.

That’s what doomed Purdue in
the first round against No. 16
Fairleigh Dickinson, a matchup
that pitted the tallest team in Di-
vision I basketball against the
shortest. The Knights generated
more possessions through steals.
Unlike Purdue, whose players at-
tempted a 3-pointer on half of
their shots but made only 19% of

them, Fairleigh Dickinson’s shot
diet was much more balanced.
The Knights shot from beyond the
arc about a third of the time but
netted two more than their oppo-
nent despite attempting three
fewer 3-pointers.

Even though Edey is a junior,
the group surrounding him is
young. Fairleigh Dickinson, on the
other hand, started three upper-
classmen who all had NCAA tour-
nament experience, albeit from the
Division II level at St. Thomas
Aquinas. Fairleigh Dickinson saw
its own tournament dream end on
Sunday night with a 78-70 loss to
Florida Atlantic.

Kansas was another team felled
in part by its inexperience and
lack of depth. The Jayhawks won
the 2022 title, but the players who
accounted for 74% of points scored
last season either graduated or
went to the NBA.

To make matters worse, Kansas
was also thinned by injuries down
the stretch. Coach Norm Roberts,
himself filling in as Bill Self recov-
ers from heart surgery, was forced
to rely heavily on his bench on
Saturday. In the end, they lost to
Arkansas 72-71 to become the
sixth consecutive champion to lose
before the Sweet 16.

Texas ranks highest among sur-
viving teams in experience accord-
ing to Pomeroy.

Princeton, a 15 seed has a roster
stocked with seniors who stuck
around even though the Ivy
League didn’t compete during
their sophomore year in 2020-21.
The Tigers start three seniors, one
junior and one freshman.

UConn’s Andre Jackson Jr., top, blocks
a shot; Tennessee’s Olivier Nkamhoua,
above, strips the ball; Houston’s
Jamal Shead, right, grabs a rebound.

Experience isn’t the only thing
the Tigers have in common with
some of the NCAA tournament’s
top contenders. Princeton shoots
solidly from long-range, making
over 33.4% of their 3-pointers, but
don’t rely on getting points from
beyond the arc too much.

No team excels in this area
quite as much as Alabama. A self-
professed analytics guru, coach
Nate Oats identifies the most effi-
cient shots on the court (layups
and 3-pointers) and his teams take
them almost exclusively. It’s a win-
ning formula: Every team in the
Sweet 16 save Princeton ranks in
the top 70 in offensive efficiency,
according to Pomeroy. (The Tigers

‘ B FIRET — SECOND ROUNDE =

are 100th.) Efficient offense has
been a hallmark of the Crimson
Tide during Oats’s previous sea-
sons in Tuscaloosa, but this is the
best defensive team he’s had in
four seasons.

Miami also operates with ruth-
less efficiency and combines it
with NCAA tournament experience,
having danced to the Elite Eight in
2022. The Hurricanes rank 12th in
offensive efficiency and are sharp-
shooters from the 3-point line.
Against Indiana on Sunday night,
Miami shot 39% from deep and
out-rebounded the Hoosiers 48-31
en route to a 85-69 win.

Rebounding is another key trait
of March Madness winners. Of the
16 remaining teams, 12 rank in the
top 100 of offensive rebounding
percentage. The reason is simple:
Offensive rebounds can lead to
second-chance points while defen-
sive boards deny opponents of just
that.

The best team in the 2023 field
on the glass is No. 1 Houston.
Trailing Auburn on Saturday night,
the Cougars were able to rally in
part because they grabbed 18 de-
fensive rebounds to the Tigers’ six
in the second half. That helped
Houston keep its dreams of mak-
ing it to a hometown Final Four
alive.

Strong defenses are another
unifying trait of this year’s survi-
vors.

UCLA is one of the most effi-
cient teams in this category in
2023, and so is Tennessee, which
held Duke to 52 points on Satur-
day—tied for the lowest the Blue
Devils have ever scored in the
NCAA tournament.

Perhaps the most surprising
member of Pomeroy’s top six is
UConn, which advanced to the
Sweet 16 with a win over Saint
Mary’s on Sunday.

The Huskies run the third-most
efficient offense in Division I and
are the top offensive rebounding
team in Division I. They dominated
a Rick Pitino-coached Iona in the
first round before beating Saint
Mary’s for back-to-back wins over
teams whose mascots are the
Gaels.

The win over Iona convinced Pi-
tino that the Huskies might have
what it takes. “Win it all. Take it
home. You’ve got the team to do
it,” he told coach Dan Hurley in
the hallway following the game.

FROM TOP: GREGORY FISHER/USA TODAY SPORTS; CHRIS O'MEARA/ASSOCIATED PRESS; MARVIN GENTRY/USA TODAY SPORTS

Why the NBA's Best
Keep Sitting Out

BY ROBERT O’CONNELL

A GENERATION AGO, the NBA’s
detractors complained that players
“don’t play defense.” Today, as top
stars routinely miss games to man-
age or prevent injuries, critics
leave off the last word. With the
2022-23 regular season nearing its
conclusion, the league finds itself
performing a bothersome annual
ritual: fighting off criticism from
disappointed ticket buyers at are-
nas, bored at-home viewers and its
own alumni.

“We survived playing in Chuck
Taylors and flying commercial, for
a lot less money,” said Hall of Fame
forward and TNT rabble rouser
Charles Barkley, at the league’s All-
Star showcase in Salt Lake City last
month. “To ask guys to play
games...Come on, man. You make
all that money, you have an obliga-
tion to the fans.”

Barkley’s sentiments surely reso-
nate with a segment of his TV au-
dience. Over the 2020s, NBA All-
Stars have missed an average of
14.4 games per season, up from 9.7
the previous decade and 6.2 in the
rough-and-tumble ’90s, according
to Stats Perform.

The league’s stakeholders,
though, increasingly refer to “load
management” not as a fad but as a
fact of life in the contemporary
NBA. The decision to sit a player in
March to keep him fresh for May
pits a good show against sound

competitive logic, workaday ticket
holders against front-office strate-
gists.

At its core, it reflects the atti-
tude that has become pro sports’
bedrock: not the laziness of players
but the optimization of organiza-
tions, the sense that no percentage
should go unplayed in pursuit of a
championship.

“I know it’s a big topic around
the league,” Golden State Warriors
coach Steve Kerr said in January,
before keeping his team’s founda-
tional trio of Stephen Curry, Klay
Thompson and Draymond Green
from playing in a second game in
two nights. “We have so much
more data, so much more aware-
ness of players’ vulnerability. It’s
proven that if a guy’s banged up,
back-to-backs, players are much
more likely to get injured and miss
more games.”

Paul Oyer, a professor of eco-
nomics at Stanford Graduate
School of Business and the author
of “An Economist Goes to the
Game,” contextualizes the rise of
load management as just one as-
pect of a generational shift in how
professional sports approach a
“collective action problem, in the
sense that what’s good for a team
trying to win is bad for the overall
product of the league.”

“What’s happened in baseball,
since I was a kid, is that teams
have gotten much better at opti-
mizing their strategy, but in a way

Kawhi Leonard has played in just 43 of the Clippers’ 72 games this season.

that makes games less fun for
fans,” Oyer said, referring to the
analytically sound de-emphasizing
of stolen bases and the primacy of
the home run and strikeout.
“You’re optimizing for winning in
the playoffs, at the expense of fans
during the season.”

Anecdotally, the results have jus-
tified the approach. During the
2018-19 season, the Toronto Rap-
tors held All-Star forward Kawhi

Leonard out of 22 games as he
managed a leg injury. Leonard
played in every game in the post-
season—where at least one off
night between contests is guaran-
teed—on the way to winning a
championship and the Finals MVP
trophy. Last season, Curry sat out
a smattering of games at the tail
end of back-to-backs, upsetting
road crowds in Detroit and New
Orleans but helping preserve the

then-34-year-old guard for the
Warriors’ own title run.

Leonard now plays for the Los
Angeles Clippers, and his return
this season from an ACL injury
that caused him to miss all of
2021-22 has been another case
study in the effects of selective ab-
sence. Leonard has played in just
43 of the Clippers’ 72 games, but
the back-to-office plan has lately
paid dividends. Since the calendar
turned to 2023—a span of 34
games, of which he has played 27—
Leonard has scored 27.6 points per
game while reclaiming his former
stature as one of the league’s most
feared defenders.

At his All-Star news conference,
Adam Silver—the commissioner
currently negotiating both a new
collective-bargaining agreement
with players and a new television-
rights deal with networks—ac-
knowledged that teams and players
care most about “performance for
the playoffs.”

“The difficulty is, fans of that
team want them to do that as
well,” Silver said.

Steve Ballmer, the owner of the
Clippers, is trying to bring his
team its first championship in fran-
chise history and energize its fan
base ahead of the planned opening
of a new arena in 2024. “All we can
ask is a certain amount of pa-
tience,” Ballmer said of supporters
who have spent seasons not know-
ing whether Leonard and his All-
Star colleague, Paul George, will
play from night to night. “Hope-
fully we’ll have everybody healthy
the rest of the season, and most
importantly as we hit the playoffs.”

“Fans live for the regular sea-
son,” Ballmer said. “But they die
for the playoffs.”

JAYNE KAMIN-ONCEA/USA TODAY SPORTS
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OPINION

What’s the Matter With Arkansas?

Arkansas is
“the reddest
state not only
in the South
but in the en-
! tire nation.”

So declared
MAIN the chairman

g\)rfl/l{/l?l]lil:g‘m of the state
McGurn GOP at the

2020 Republi-
can National
Convention, just before the
Arkansas delegation cast its
votes for Donald Trump.

It’s a strong case. Arkansas
went for Mr. Trump by nearly
2 to 1in both 2016 and 2020.
Both of its U.S. senators and
all four representatives are
Republicans. In November, Re-
publicans added to their al-
ready comfortable majorities
in the state House and Senate.
In that same election, Sarah
Huckabee Sanders trounced
her Democratic opponent and
was elected governor.

So why are Arkansas Re-
publicans having trouble pass-
ing a law that would get rid of
race preferences in state and
local government—as most
Americans want?

The answer is something of
a mystery. Several states have
already prohibited race pref-
erences in government hiring,
contracts and education. The
Supreme Court is expected to
rule soon on colleges and uni-
versities using race as a factor
in admissions, a practice a re-
cent Pew Research Center sur-
vey found is opposed by an
overwhelming majority of
Americans—including majori-
ties of whites, blacks, Latinos
and Asian-Americans.

In Arkansas, legislation to

The World’s Most Important

New Delhi
India’s ruling
Bharatiya Ja-
nata Party is,
from the

s

widw—  standpoint of
GLOBAL Americap na-
VIEW tional inter-
By Walter gsts, the most
Russell Mead mportant for-
eign political

party in the
world. It may also be the least
understood.

It’s important because the
BJP—which came to power in
2014, won a second term in
2019, and is headed for a re-
peat victory in 2024 —sits se-
curely at the helm of Indian
politics at a time when India
is emerging both as a leading
economic power and, along
with Japan, as the linchpin of
American strategy in the
Indo-Pacific. For the foresee-
able future the BJP will be
calling the shots in a country
without whose help American
efforts to balance rising Chi-
nese power are likely to fall
short.

The BJP is poorly under-
stood because it grows out of
a political and cultural history
unfamiliar to most non-Indi-
ans. The BJP’s electoral domi-
nance reflects the success of a
once obscure and marginal so-
cial movement of national re-
newal based on efforts by gen-
erations of social thinkers and
activists to chart a distinc-
tively Hindu path to modern-
ization. Like the Muslim
Brotherhood, the BJP rejects
many ideas and priorities of

promote a colorblind society
takes the form of Senate Bill
71. Introduced by Republican
state Sen. Dan Sullivan, it pro-
hibits preferential treatment
for race, sex, color, ethnicity
or national origin, and pro-
vides a two-year transition
period. On March 9 it cleared
the Senate.

Then things got tricky. The
bill was to be placed on the
deferred list of the House
Committee on State Agencies.
That would allow it to be
brought up at the request of
its sponsor in the chamber,
Rep. Justin Gonzales.

But just after that hap-
pened, Rep. Marcus Rich-
mond, another Republican, of-
fered a motion to table the
bill. This passed by a voice
vote, which meant the bill
couldn’t come up again unless
a committee majority voted to
do so. Fortunately, at the next
committee meeting it was put
back on the deferred list.

What gives?

Mr. Richmond said he isn’t
opposed to getting rid of race
preferences but needs more
time and prefers that a
“working group” first study
the issue. But Sen. Sullivan
notes that Rep. Richmond’s
motion to table came just af-
ter Rep. Jeff Wardlaw seemed
to be mouthing directions to
him, as captured by video.

As Mr. Sullivan puts it, “It
appeared Representative
Wardlaw was acting like a
third-base coach giving the
steal sign to Representative
Richmond.”

Ever since the bill was in-
troduced, opponents have
claimed all sorts of bad things

Western liberalism even as it
embraces key features of mo-
dernity. Like the Chinese Com-
munist Party, the BJP hopes
to lead a nation with more
than a billion people to be-
come a global superpower.
Like the Likud Party in Israel,
the BJP combines a basically
pro-market economic stance
with populist rhetoric and tra-
ditionalist values, even as it
channels the anger of those
who’ve felt excluded and de-
spised by a cosmopolitan,
Western-focused cultural and
political elite.

American analysts, particu-
larly those of a left-liberal
persuasion, often look at Nar-
endra Modi’s India and ask
why it isn’t more like Den-
mark. Their concerns aren’t
wholly misplaced. Journalists
who are critical of the ruling
coalition can face harassment
and worse. Religious minori-
ties who fall afoul of the re-
surgent Hindu pride that
marks BJP India speak of mob
violence and point to hostile
official measures like broadly
drafted anticonversion laws as
well as occasional outbursts of
mob violence. Many fear the
power of the Rashtriya
Swayamsevak Sangh, or RSS,
a nationwide Hindu national-
ist organization with close
ties to BJP leadership.

But India is a complicated
place, and there are other sto-
ries as well. Some of the BJP’s
most striking recent political
successes have come in pre-
dominantly Christian states in
India’s northeast. The BJP

would happen. One of the
most prominent charges is
that it would cut funding for
the Mosaic Templars Cultural
Center, a museum that cele-
brates African-American his-
tory in the state. Rubbish, re-
sponds Attorney General Tim
Griffin, who says that all the
bill will do is bring Arkansas
more in line with the princi-
ples of the U.S. Constitution.

Republican state
representatives stall

a bill aimed at ending
race preferences.
I

Nine states have already
banned race preferences—
most via public referendum.
These include deep-blue Cali-
fornia and Washington. They
adopted their bans in the late
1990s, and in the past four
years each has seen a major-
ity vote “no” on a well-funded
ballot initiative aimed at re-
storing preferential racial
treatment.

The question now is, where
is Gov. Sanders? When asked
last week whether she would
support the bill the governor
said, “we’ll see what the final
product looks like” before she
weighs in. That’s not going to
get the job done.

In fairness, the Arkansas
governor has a full plate. She
has already signed a signifi-
cant number of bills, including
the centerpiece of her
agenda—a landmark reform
creating education freedom
accounts that will ultimately

government of Uttar Pradesh,
a state with a population of
about 200 million, enjoys
strong support from Shia Mus-
lims. RSS activists have played
a significant role in efforts to
fight caste discrimination.
After an intensive series of
meetings with senior BJP and
RSS leaders, as well as some
of their critics, I am con-
vinced that Americans and
Westerners generally need to
engage much more deeply

India’s BJP combines

market economics,
traditionalist values
and populist rhetoric.
|

with a complex and powerful
movement. From a fringe of
mostly marginalized intellec-
tuals and religious enthusi-
asts, the RSS has become per-
haps the most powerful civil-
society organization in the
world. Its rural and urban de-
velopment programs, religious
education and revival efforts
and civic activism, staffed by
thousands of volunteers from
all walks of life, have suc-
ceeded in forming the politi-
cal consciousness and focus-
ing the energies of hundreds
of millions of people.

The movement seems to
have reached a crossroads.
When I met with Yogi
Adityanath, a Hindu monk
serving as chief minister of
Uttar Pradesh, considered one

China Wins if Russia Conquers

By Nikki Haley

his week’s meeting in

Moscow between Xi

Jinping and Vladimir
Putin is the latest proof that
China is Russia’s best friend
and biggest backer. Everyone
knows it, yet President Biden
and some Republicans are
failing to realize a corre-
sponding truth: If Russia wins
in Ukraine, China wins too.

Beijing has set its sights on
overtaking the U.S. militarily,
economically and culturally.
Mr. Xi is in Moscow because
supporting Mr. Putin advances
his dark vision. He wants Rus-
sia to conquer Ukraine so it’s
easier for China to invade Tai-
wan. He wants Russia to
threaten the rest of Europe
because it draws America’s at-
tention from Asia.

Why are many American
politicians blind to this? Why
don’t they want Ukraine to
beat China’s ally? Victory for
Kyiv would make the U.S.
safer without putting a single
American soldier in harm’s
way.

Mr. Biden says the U.S.
stands with Ukraine, but he
has consistently let Russia
seize the initiative. He en-
couraged the invasion by sur-
rendering in Afghanistan and
by saying a “minor incursion”
into Ukraine would be OK. He
has failed to send Kyiv the
support it needs, when it
needs it. He has even given

This is no ‘territorial
dispute.’ Vital U.S.

interests are at stake.
|

Ukraine money without ac-
countability when he should
have sent weapons and mili-
tary equipment. Ukrainians
clearly have the will to win.
But Mr. Biden has given
Ukraine only enough to slow
the Russian advance, not to
repel it.

Mr. Biden’s hemming and
hawing is consistent with his
history on national security.
More surprising is the weak-
ness from some on the right.

They say the U.S. shouldn’t
care about Ukraine because
this war isn’t our fight. Some
call it a mere “territorial dis-
pute.” They say we should ig-
nore Ukraine so we can focus
on China.

This has it backward. China
loses if Ukraine wins. Nobody
knows that better than Mr. Xi.
He wants America to shift at-
tention from Ukraine in the
short run, because it would
give Russia and China an edge
in the long run—in Europe,
Asia and world-wide. Yet the
U.S. can stifle China’s ambi-
tions now by helping Ukraine,
and we can do it without
sending a blank check or risk-
ing American troops.

There are many things we
must do to counter China on
technology, trade and intelli-
gence. But it’s naive to think
we can counter China by ig-
noring Russia. It’s a danger-
ous world, and backing away
from support for Ukraine
would embolden those looking
to harm U.S. interests. Beyond
China, Iran and North Korea
would see a Ukrainian loss as

give every family in Arkansas
real school choice.

Even so the race prefer-
ences ban remains important,
and if it is to make it across
the finish line the governor
needs to give her fellow Re-
publicans a nudge. Gail Her-
iot, a University of San Diego
law professor who sits on
the U.S. Commission on Civil
Rights and was a leader of the
“no” effort on California’s
2020 referendum that would
have repealed the ban on ra-
cial preferences, says it “isn’t
an issue that state govern-
ments can avoid” in hopes
that the Supreme Court will
do all the heavy lifting for
them. She points to Florida
Gov. Ron DeSantis, whose
popularity has increased as he
takes on the hard issues.

The kind of mischief on
display in the Arkansas House
isn’t a good look for a Repub-
lican Party trying to persuade
the American people it offers
an alternative to business as
usual. Eliminating preferential
treatment isn’t easy, but if
California can do it, there’s no
excuse for the Republicans
who control Little Rock.

“Chief Justice Roberts
aptly observed that the only
way to stop discrimination is
to stop discriminating,” says
Robert Steinbuch, a Univer-
sity of Arkansas law profes-
sor, columnist for the Arkan-
sas Democrat-Gazette and
chair of the Arkansas Advi-
sory Committee to the U.S.
Commission on Civil Rights.

“If Arkansas can’t pass this
law at this singular time in its
history, it never will.”

Write to mcgurn@wsj.com.

Party

of the most radical voices in
the movement—and some-
times spoken of as a successor
to 72-year-old Prime Minister
Modi—the conversation was
about bringing investment
and development to his state.
Similarly, Mohan Bhagwat, the
spiritual leader of the RSS,
spoke to me about the need to
accelerate India’s economic
growth, and disavowed the
idea that religious minorities
should suffer discrimination
or loss of civil rights.

How these statements by
top leaders to a foreign jour-
nalist will percolate down to
the grass roots is impossible
to predict. But I did get the
impression that the leadership
of a once-marginalized move-
ment wants to position itself
as the natural establishment
of a rising power and is look-
ing to engage deeply and
fruitfully with the outside
world without losing touch
with its social and political
base.

The invitation to engage
with the BJP and RSS is one
that Americans can’t afford to
reject. As tensions with China
rise, the U.S. needs India as
both an economic and politi-
cal partner. Understanding
the ideology and the trajec-
tory of the Hindu nationalist
movement is as important for
business leaders and inves-
tors seeking to engage eco-
nomically with India as it is
for diplomats and policy mak-
ers wanting to put the strate-
gic relationship on a stable
footing.

Ukraine

an invitation to evil. Israel,
South Korea and Japan would
be at much greater risk—and
so would the American peo-
ple. Our enemies threaten our
friends because, ultimately,
they want to defeat and de-
stroy us.

As ambassador to the
United Nations, I saw that
when America stands strong,
our enemies step back. We
need to stand strong with our
friends in Kyiv, not least be-
cause their victory over Rus-
sia would have effects extend-
ing far beyond Ukraine.
Messrs. Xi and Putin know it,
which is why they’re meeting
in Moscow this week. The U.S.
needs a leader who knows it
too, and does what needs to
be done to protect the Ameri-
can people and the freedom
we hold dear.

Ms. Haley is a candidate
for the 2024 Republican presi-
dential nomination. She was
served as governor of South
Carolina (2011-17) and U.S.
ambassador to the United Na-
tions (2017-18).

BOOKSHELF | By Roger Lowenstein
C-Suite Crisis
Management

Crash Landing

By Liz Hoffman
(Crown, 275 pages, $30)

e’ve read a great deal about how ordinary people

contended with the onset of the pandemic—their

altered routines, eccentric hobbies and new Zoom
virtuosity. In “Crash Landing,” Liz Hoffman recounts the
experience of a select group of corporate bigwigs during
the early days of Covid-19. Her aim is to find the “most
compelling corporate stories” and explore the job of the
“modern CEO” by zeroing in on those frenzied days when
supply chains buckled and markets tumbled.

It’s an intriguing idea—who wouldn’t want to know, as
her subtitle has it, “how the world’s biggest companies
survived an economy on the brink”? Alas, it seems, they
had no special tricks besides running on the fly and (when
— all else failed) pleading for

{-, T cash. Perha.ps CEOs were
1 H t"‘. S ! I not much different from the

rest of us.
Ms. Hoffman, formerly a
Bl s
" Ny, ..!”“'1 gy |

reporter for this newspaper,
begins close to home, with
Mgy o R By Bill Ackman, a hedge-fund
iy | manager, who guessed early
in 2020 that the pandemic
| would turn out to be more
serious than many believed.
et ke He wagered $27 million on
! credit default swaps (betting
that the price of corporate
o bond insurance would rise); he
netted $2.6 billion in three weeks.

Mr. Ackman’s exploits don’t quite address the author’s
theme, since his fund was not a big corporation and Mr.
Ackman himself basically did the same thing during the
pandemic as he did before—sit at his computer and push
buttons. This lack of drama is also a problem when Ms.
Hoffman turns to Goldman Sachs and Morgan Stanley,
investment banks devoid of physical products that the
virus could disrupt. The author makes a game attempt to
show that Goldman experienced a liquidity crisis, but it
was relatively mild.

Yes, bank employees went remote, and Goldman Sachs’s
treasurer, Beth Hammack, hurriedly returned to New York
from the Hamptons—over a weekend, no less. Ms. Hoffman
adds that David Solomon, Goldman’s chief executive, “had
become his own barista”—i.e., his pandemic sacrifices
extended to making coffee.

Ms. Hoffman’s reliance on the recollections of her sub-
jects often results in a rose-tinted account. We’ll assume
that James Gorman, CEO of Morgan Stanley, really did
walk home, rather than risk exposing his driver to infec-
tion, when he feared he had the virus, but we do not, of
course, hear about executives who were not so noble.

The author is on more hopeful ground when she ex-
plores travel and manufacturing firms, such as Hilton
hotels, Airbnb and Ford Motor. These companies suffered
crushing revenue losses, and some plausibly worried
about going under. But we learn fairly little about how
they dealt with layoffs, or obtained scarce supplies, or
altered product lines. Ms. Hoffman includes few examples
of corporate improvisation, and those she does cite, such
as Ford retooling to manufacture ventilators, were well
reported at the time.

Her point that executives demonstrated a flair for crisis
management is weakened by the risible hyperbole that
“hundreds of decisions had to be made in an instant.” Her
choice of words is less than careful in other ways as well.
Treasury bonds are not “the world’s piggy bank”—they are,
if the metaphor is insisted upon, an asset widely held by
international piggy banks. This carelessness extends to
facts. The half-point cut in interest rates by the Federal
Reserve on March 3, 2020, was not then its “largest
ever”—a bigger cut had been made in December 2008.
Prepandemic real wages were not “flat”; they were rising,
particularly in lower-income brackets.

L
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When the pandemic hit, executives faced

broken supply chains and worker disruptions.
One CEO had to make his own coffee.

Ms. Hoffman is a clever phrase maker, but generali-
zations such as “Wall Street bosses tend to come in two
flavors: brash trader and smooth-talking banker” seem
superficial. “Crash Landing” is replete with stock phrases,
such as crediting the Fed with keeping the economy “on the
rails.” This metaphor detracts from our understanding.
Unlike freight trains, economies have millions of con-
ductors. They are less vehicles prone to derailment than
complex ecosystems subject to disequilibrium. Ms. Hoffman
uses a similarly formulaic phrase for Jay Powell, the Fed
chairman, said to be from “central casting” due to his hair
color and height. Compounding her use of stereotypes, she
says that he was unusually “earthly” for a Fed bureaucrat.
How earthly is typical?

So how did executives survive the pandemic? Some, like
Hilton’s CEO, tapped bank lines to the max. The airlines
turned to a bigger source—the U.S. Treasury. Ms. Hoffman
focuses on the efforts of Doug Parker, then-CEO of
American Airlines, to secure federal grants. The author
calls Mr. Parker a “mostly lovable rascal.” This is a
euphemistic way of introducing his past, which included
serving 24 hours in jail for drunk driving, his “third
infraction.” The author implies that, during the Covid crisis,
Mr. Parker was embarrassed at asking for charity; when
the White House called, he “had trouble getting the words
out.” But he did. In fact, he lobbied hard for two bailouts.
Ms. Hoffman ducks the question of whether an industry
that had spent 96% of free cash flow on stock buybacks
should be entitled to taxpayer aid when its bets go awry.

She concludes with the bromide that American CEOs
were “tested and redefined” by the pandemic, which I
guess was true for all of us. Though she takes several
shots at President Trump, the person who comes off best
may be his Treasury secretary, Steve Mnuchin. At Davos,
Switzerland, on Jan. 25, 2020, he warned an audience
focused on climate change that a Chinese city of 11 million
was under lockdown and worth paying attention to.

I learned something interesting about Airbnb in “Crash
Landing”: Half of its hosts rely on rentals to pay their
mortgages. And I smiled when Goldman’s Mr. Solomon
became furious that young employees who declined to show
up at work were packing outdoor bars and restaurants by
night. His pique may not have been pretty, but it was real.

Mr. Lowenstein is the author of “Ways and Means:
Lincoln and His Cabinet and the Financing of the Civil War.”
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The Financial Risks of Regulatory Panic

egulators are back to using their week-

end bag of tricks in the name of ending

afinancial panic. Yet it doesn’t seem to
be working very well. Perhaps
that’s because in their frenzy
the regulators are creating
their own market risk with
regulatory uncertainty.

That danger is coming into
sharper focus as details
emerge about this weekend’s rescue of Credit
Suisse that was orchestrated by Swiss officials.
The forced acquisition of Credit Suisse by UBS
was supposed to calm markets, but Bern set off
a tumult Monday in a $250 billion global market
for bank bonds.

The upset arises because the Credit Suisse
rescue will wipe out some 16 billion Swiss
francs ($17.3 billion) in bonds that Credit Suisse
had issued to cushion itself in case of a failure.
Investors who bought those “additional Tier 1”
or AT1 bonds understood the risk that their se-
curities could be wiped out or converted to eq-
uity if Credit Suisse needed to be wound down.
But under the terms of post-2008 banking regu-
lations, equity investors are supposed to endure
losses first.

Instead, shareholders are receiving three bil-
lion Swiss francs from UBS as part of the take-
over, while the more senior AT1 creditors get
zilch. This solves the political imperative to
make sure someone, anyone, is wiped out in a
bailout that includes nine billion francs of tax-
payer guarantees for troubled assets. But the
political fix has created a rule-of-law crisis that
will bedevil the market for other banks’ AT1
bonds—at least until near-inevitable litigation
over the Credit Suisse deal plays out.

Speaking of shareholders, Bern’s decision to
ram through the UBS-Credit Suisse deal without
giving either bank’s owners a say looks worse
and worse. Credit Suisse’s largest shareholder,
the hapless Saudi National Bank, this weekend
made a competing offer to join other investors
in injecting some $5 billion into Credit Suisse,
the Journal reports.

Would that have been a better way to stabi-
lize the bank without creating a new too-big-to-
fail behemoth? Either way, bank shareholders
around the world now must price in the risk

Ad hoc rescues like the
Credit Suisse deal store

up new risks for later.

that they’ll be deprived of previously legally
mandated opportunities to govern decisions
about their investments.

American regulators are
capable of an equal measure of
destructive creativity. Witness
the emergency decision to
guarantee even uninsured de-
posits at failed Silicon Valley
Bank (SVB) using a regulatory
exception meant to apply only to the largest
systemically important banks. This creates an
expectation that Washington will protect large
deposits at other midsize banks. Or consider
the decision to close Signature Bank in what
now appears to have been supervisory pique
over its business model that included doing
business with crypto firms (see nearby).

Officials the world over justify such ad-hoc
interventions by citing the need to stabilize, re-
assure or calm markets. But they often do the
opposite. The SVB and Signature actions set in
motion the jitters that brought down Credit
Suisse, and now the emergency Credit Suisse
fix is roiling the bond market.

Regulatory uncertainty was a central cause
of the 2008 panic that followed the collapse of
Lehman Brothers. Officials had rescued another
bank, Bear Stearns, six months before and their
failure to follow their own example in Lehman’s
case set off a massive repricing of risk. This was
exacerbated at every turn by panicky interven-
tions extending new regulatory risks to new
corners of the financial system.

Perhaps the only virtue of subsequent finan-
cial regulation such as the Basel rules or the
Dodd-Frank Act was the attempt to reintroduce
regulatory certainty. Whether in the form of
AT1 bonds or “living wills” governing bank fail-
ures or clarified rules for deposit insurance, ev-
eryone could know the plan ahead of time and
investors could price risks accordingly.

Those tidy plans have now blown up in the
current panic. Investors must reprice regula-
tory risks at the same time they’re already
struggling to reprice the risks associated with
rising interest rates and higher inflation. Call
it the make-it-up-as-you-go-along panic, and
don’t assume it’s over now that Credit Suisse,
SVB or Signature have been “fixed.”

Barney Frank Was Right

e never thought we’d write that

headline. But on Sunday the Federal

Deposit Insurance Corp. announced
that New York Community
Bancorp’s Flagstar Bank will
assume all of Signature Bank’s
cash deposits except for those
of crypto companies. This con-
firms Mr. Frank’s suspicions—
and ours—that Signature’s
seizure was motivated by regulators’ hostility
toward crypto.

Mr. Frank alleged last week that regulators
seized Signature, whose board he served on, “to
send a message to get people away from crypto.”
It increasingly appears that way. Reuters re-
ported last week that the FDIC was requiring any
buyer of Signature to give up all crypto business
at the bank. The FDIC denied this.

But the agency’s statement says that “Flag-
star Bank’s bid did not include approximately
$4 billion of deposits related to the former Sig-
nature Bank’s digital-assets banking business.”
That means crypto companies will have to find
another bank to safeguard their deposits. Many

The FDIC all but
confirms it closed
Signature over crypto.

say that government warnings to banks about
doing business with crypto customers is making
that hard.

CoinDesk reported last
week that crypto firms were
looking for bank accounts off-
shore such as at FV Bank in
Puerto Rico, Jewel Bank in
Bermuda, and Tether and
FTX-tied Deltec in the Baha-
mas. Moving dollar deposits of U.S. crypto com-
panies and their customers offshore will make
them less safe and potentially more vulnerable
to money laundering.

In other words, regulators are undermining
their ostensible goals. Their crypto crackdown
will cost other banks and their customers. The
FDIC says it “estimates the cost of the failure
of Signature Bank to its Deposit Insurance
Fund to be approximately $2.5 billion.” If
Flagstar had assumed crypto deposits, there
would be no need for the insurance fund to
guarantee them.

As usual, financial regulators shoot first, and
make others pay later.

Bernie Sanders’s Moderna Show Trial

0 good treatment goes unpunished for

pharmaceutical companies these days,

and Bernie Sanders will offer another ex-
ample on Wednesday when he
holds a political show trial of
Moderna CEO Stéphane Bancel.
His offense? Cooperating with
the government to produce life-
saving Covid vaccines.

The subject of the Vermont
Senator’s hearing is Moderna’s plan to quadru-
ple the price of its Covid vaccine to $110 to $130
per dose when U.S. government purchases stop.
Pfizer has said it will charge a similar price after
vaccines move to the commercial market, which
is expected later this year.

But Mr. Sanders is specifically targeting Mr.
Bancel because his company worked with the
Trump Administration’s Operation Warp Speed
(OWS) to accelerate its vaccine development.
Mr. Bancel apparently should have known better
than to work with the government.

Early in the Covid pandemic, Moderna re-
ceived $900 million from OWS for trials to test
its mRNA vaccine in partnership with the Na-
tional Institutes of Health. Pfizer chose to go
it alone because “when you get money from
someone, that always comes with strings,” as
CEO Albert Bourla explained in September
2020. No kidding.

Mr. Sanders claims that taxpayers paid to de-
velop Moderna’s Covid vaccine, and the govern-
ment thus should be able to dictate its price.
That’s nonsense. Before the pandemic, Moderna
developed its novel mRNA platform with $3.8
billion in private investment. In spring 2020, it
raised another $1.3 billion in private capital to
scale up manufacturing.

If not for the Moderna-OWS cooperation, the
vaccine rollout would have been much slower.
Moderna’s vaccine has proven more durable and
protective against severe illness than Pfizer’s in
real-world studies. Yet the Administration has

The Vermont socialist
is upset the company
may make a profit.

consistently paid Pfizer $3 to $4 more per dose.
As aresult, Pfizer has received more than a bil-
lion dollars more from the government than
Moderna.

Yet progressives are target-
ing Moderna as “a poster child
for corporate greed,” to quote
Mr. Sanders, because they be-
lieve this advances their view
that pharma companies profit
from government innovation and support. The
truth is closer to the opposite. The government
and public benefit from Moderna’s billions of dol-
lars spent on research and development.

White House spokesperson Karine Jean-
Pierre piled on by claiming Moderna’s price hike
is “hard to justify” even as Biden officials hail
the benefits of Covid vaccines and boosters. If
they are as effective as public-health officials
say, then the benefits from reducing hospitaliza-
tions among the elderly would more than exceed
the new higher price.

Taxpayers were getting a bargain under the
OWS contract that paid Moderna about $15 a
dose. Even after the vaccine transitions to the
commercial market, Moderna’s price will be
lower than for such vaccines as GSK’s shingles
shot ($183) or Merck’s pneumonia vaccine
($216), according to Centers for Disease Control
and Prevention data.

Under the Affordable Care Act, Americans
with private insurance won’t have to pay a penny
out-of-pocket for the vaccines. Moderna will also
offer free vaccines to the uninsured. So what’s
the problem? Moderna will profit from its inno-
vation. Oh no! Worse, Moderna’s profits will
fund trials of other vaccines in development, in-
cluding for cancer.

Life-saving vaccines and treatments under-
mine the political narrative that pharmaceutical
companies are capitalist exploiters, a view also
growing on the political right. That’s why Mr.
Bancel is in the dock.

LETTERS TO THE EDITOR

Debating DeSantis on U.S. Policy in Ukraine

Florida Gov. Ron DeSantis’s view of
the war in Ukraine is deeply troubling
(“DeSantis’s First Big Mistake,” Re-
view & Outlook, March 16). His asser-
tion that Russia’s invasion of Ukraine
is merely a “territorial dispute” dis-
plays a strategic blind spot concerning
the U.S. national interest.

The war has galvanized NATO and
shown the world the cruelty of Rus-
sian aggression. But a Russian victory
would place its armed forces on
NATO’s doorstep, which would greatly
intensify—not moderate—the U.S. pre-
occupation with Europe. A Russian
victory would also likely embolden the
Chinese; would an invasion of Taiwan
also be a mere “territorial dispute”? I
wonder how Mr. DeSantis views that
volatile situation.

CoL. THOMAS FINCHER, USA (RET.)
Chapin, S.C.

The war has dragged on for over a
year. What do we have to show for it?
We have depleted our supply of
weapons, spent billions of dollars
that we can’t afford and more people
are killed every day. Our leaders are
afraid of provoking Vladimir Putin, so
our efforts will always fall short. I see
no endgame, only a continuation of
an expensive and destructive conflict.

ROBERT M. SUSSMAN
Paradise Valley, Ariz.

I had tuned in to Mr. DeSantis’s
speech at the Reagan Library earlier
this month and was swept off my feet.
As a lifelong but recently disaffected
Republican, I thought, “This is my

man.” Later I learned, to my chagrin,
of his view that Russia’s invasion of
Ukraine represents only a “territorial
dispute” with no effect on U.S. na-
tional interests. I can’t support a can-
didate hewing to such an attitude. The
Gipper, for whom Mr. DeSantis had
such high praise, wouldn’t either.
JAMES T. MARTIN
Minneapolis

Your editorial accuses Mr. DeSantis
of surrendering to the “Trumpian
temptation of American retreat” for
questioning the wisdom of America’s
support for Ukraine. Yet it fails to
mention that Mr. Putin can turn
America into a scene from a “Mad
Max” movie in a matter of hours. If
we are to risk this scenario, future
editorials should at least answer the
question: How can Ukraine possibly
win this war?

JOSEPH BENTIVEGNA
Fairfield, Conn.

John Bolton’s op-ed “Why Won’t
the West Let Ukraine Win?” (March
16) argues that limited wars are los-
ing efforts. Vietnam and Afghanistan
are the most recent examples. Tying
the hands of our commanders or al-
lies by announcing a policy of moder-
ated response always plays into the
hands of the invading despots. It pro-
longs the conflict until the effort
loses public support in the defending
democracies, which is exactly what
Mr. Putin is counting on.

MicHAEL HANKS
Alexandria, Va.

More Important Than the SVB Blame Game

The demise of Silicon Valley Bank
will be blamed on many things, all of
which are debatable, and some of
which Kimberley Strassel describes in
“Did ESG Help Sink SVB?” Potomac
Watch, March 17). Lawmakers will
pound their desks, witnesses will be
questioned and much legislation will
be offered. SVB’s failure will be dis-
cussed endlessly in print, online and on
cable TV. Everyone will have an opin-
ion, and there will never be any con-
sensus on the core cause of the bank’s
collapse. It will make an exquisite Har-
vard Business School case.

No doubt there’s ample blame to
spread around. It would have been

better, however, to teach everyone
affected an expensive lesson in
moral hazard, lessons customized
for their particular involvement—ce-
lebrity bank executives, lazy Federal
Reserve bank examiners, incompe-
tent risk managers, sycophantic
startup boards, reckless venture cap-
italists, starry-eyed ESG investors,
even imprudent corporate depositors
and their employees. For God’s sake,
who keeps $500 million in a check-
ing account at a nonsystemically im-
portant bank?
When will lessons be learned?
WiLLIAM A. MATTHEWS
Mattapoisett, Mass.

Petty Tyranny at the U.S. National Archives

Does Alan Mikhail think that
Egypt’s National Archives are the
only archives run by petty tyrants?
(“Doing History Under Tyranny,”
Bookshelf, March 13). Has he ever
tried to do research at the U.S. Na-
tional Archives in College Park, Md.?

They have rules for everything.
Are you wearing a fleece and are now

The Greatest Generation
Was Not ‘Cannon Fodder’

I was shocked to read Daniel Ford’s
opening paragraph in his review of
“Luck of the Draw” by Frank Murphy
(Bookshelf, March 9). It reads, “Frank
Murphy was born in 1921, which
turned out to be bad luck. His was
the generation that served as cannon
fodder for World War II.” Cannon
fodder? That is an outrageous and
denigrating description of our sol-
diers, sailors, airmen, Marines and
Coast Guardsmen of World War II.

As one of my family members and
his crew perished in one of those
B-17s over “Flak Valley,” I found that
description especially insulting. Most
of us are used to referring to our
fighting men of World War II as
America’s “greatest generation,” not
cannon fodder.

MasTER SGT. JosePH LEA, USAF (RET.)

Mission Viejo, Calif.

Why Taxes Won’t Be Simple

Tim Graney’s letter to the editor
regarding the complexity of the U.S.
tax code (March 15) raises an impor-
tant issue. The reason the tax code is
so complex has a lot to do with its al-
leged progressivity. This was pointed
out by Walter Blum and Harry Kalven,
Jr., in 1952 in their book “The Uneasy
Case for Progressive Taxation.” They
write that “progression tends to pro-
duce . . . consequences which proba-
bly are unintended and frequently are
undesirable.” Moreover, they con-
tinue, “It produces tax law of almost
impenetrable complexity.”

The complexity of the tax code,
however, probably isn’t wholly unin-
tended. Aside from the obvious politi-
cal gains, if progressive rates were
fully effective, the loss of economic
efficiency would be unacceptable to
many voters.

JoN NELSON
State College, Pa.

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.

hot working in the reading room?
Don’t try taking off the fleece and
hanging it on the back of your chair.
That isn’t allowed. You must either
leave your work and go down from
the third floor to the basement to put
the fleece in a locker, or you must
take the fleece off, zip it up and tie
the arms around your waist. That is
the only way you can take off an
outer garment while remaining in the
reading room.

A few of the archivists are nice
people who genuinely love docu-
ments. But most have no sense what-
soever that they are there to serve
the public. They are determined to
remind you ceaselessly that you are
on their turf and you had better fol-
low the rules.

What goes on there isn’t uncom-
mon at other archives. Some years
ago, when I was a graduate student,
some British archives required that
graduate students provide a letter of
introduction from their dissertation
supervisor before they would let you
in the door. Many people who work in
archives seem to have no interest in
the documents as such, but they
know that access to those documents
is in demand and they crave the
power that demand gives them.

Davip RiGBY
Acton, Mass.

Excluded From the Inclusion

Kudos to Cardinal Timothy Dolan
for his brave and true op-ed “If You
Want ‘Inclusion,’ I've Got a List”
(March 13), and to the Journal for
publishing it. I feel represented by his
piece, in a way that I rarely feel rep-
resented. I am grateful for that.

KATERYNA CUDDEBACK
Medford, Mass.

Pepper ...
And Salt
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Mistakes the Fed Keeps Making

By Mickey D. Levy

very time the Federal Re-

serve has maintained easy

monetary policy too long

and then raised rates

abruptly, the consequences
have been jarring. This time is no dif-
ferent. Even when the economy man-
aged to avoid recessions, it couldn’t
avoid bumps on the road. Remember
the stock-market crash of October
1987, the savings-and-loan crisis of
the early 1980s and the bankruptcy
of Orange County, Calif., during the
Fed’s rate increases of 1994? Every
episode is different, but every epi-
sode exposes the weak links.

A flawed model, bad
judgment, insufficient
diversity of thinking and a
lapse in risk management.
1

This time the Fed’s excessively ac-
commodative policy and forecasts
that inflation would fall without the
need to raise interest rates by much
encouraged banks to buy bonds and
maintain significant asset-liability
mismatches. Silicon Valley Bank
wasn’t alone. Martin Gruenberg,
chairman of the Federal Deposit In-
surance Corp., recently estimated
that banks faced $620 billion in pa-
per losses at year-end 2022. The
Fed’s misleading forecasts have con-
tributed to the costs of reducing in-
flation and risk a banking crisis. A
lapse in bank supervision has com-
pounded the problem.

Two Decades Later, the Iraq War

FREE
EXPRESSION
By Gerard Baker

S ome of those who supported

AA

the invasion of Iraq 20 years

ago this week are making the
best defense they can of what the
rest of us long ago concluded was
probably the most flawed decision in
American foreign policy since the
founding of the republic.

The case for the war two decades
in the rearview mirror goes some-
thing like this:

It was messy and poorly executed,
true, but Iraq is better off now than
it was then, and more important, it
no longer poses a threat to the U.S.,
its allies and its interests. Tragic as
American and allied military deaths
and injuries are, this was achieved
with the loss of a fraction of the ca-
sualties in Korea or Vietnam, let
alone the world wars. The fiscal cost
was relatively small too, perhaps
$100 billion a year for eight years,
well below 1% of U.S. gross domestic
product.

What’s more, the defenders say,
we tend to see events like these

Before the pandemic, the Fed’s
biggest fear was that inflation was
too low, and even as unprecedented
fiscal and monetary stimulus gener-
ated a robust recovery, the Fed pre-
sumed that inflation would stay low,
just as it did following the 2008 fi-
nancial crisis. When inflation soared
in 2021, the Fed was quick to attri-
bute it to “transitory” supply shocks
while understating the surge in ag-
gregate demand.

In each succeeding quarterly Sum-
mary of Economic Projections, the
Federal Open Market Committee
members persisted in projecting that
inflation would quickly fall toward
the Fed’s 2% target. As I describe in
recent research, the Fed’s inflation
projections are supposed to be based
on its estimates of appropriate inter-
est rates, but instead there were
striking inconsistencies between its
projections of inflation and the inter-
est rates needed to achieve the lower
inflation.

Through December 2021, as infla-
tion rose above 5%, all FOMC mem-
bers estimated that keeping rates at
zero would achieve sharply lower
inflation, and there were no dis-
sents to FOMC decisions. A year
ago, in March 2022, when the Fed
began raising rates, FOMC members
estimated that rates would need to
be raised only a modest amount.
Such projections that sustained neg-
ative real rates would reduce infla-
tion defied history. What went
wrong?

The Fed’s errors were largely ana-
lytical, particularly its flawed model-
ing of the economy and its perception
that it could manage inflationary ex-
pectations through forward guidance.

through a static rather than a dy-
namic view of history. Even if the
U.S. hadn’t invaded Iraq in 2003, it’s
likely that over the next 10 years ter-
rible violence would have unfolded
there. Sooner or later the suppres-
sion of the Shiite two-thirds of the
population by the Sunni Arab quarter
would have ended in mass bloodshed.

Respectfully, I dissent. For one
thing, to defend the war on the
grounds that Iraq is no threat is pre-
mised on an obvious fallacy—that in-
vasion was necessary to ensure this
outcome. We know that this wasn’t
true. Saddam Hussein had been in his
United Nations inspections cage for
more than a decade already in 2003.
After the 9/11 attacks, the scrutiny
and containment was only getting
tighter. Do we really think, given
what he was witnessing in Afghani-
stan, that he would be insane enough
to attack the U.S. or its allies?

We know for sure that the argu-
ment that the inspections regime
was dangerously insufficient didn’t
hold up because, to bolster it, advo-
cates of war had to adduce lurid
claims about weapons of mass de-
struction. In his brilliantly forensic
2020 analysis, “To Start a War: How
the Bush Administration Took
America into Iraq,” Robert Draper

Bad judgment, insufficient diversity of
thinking and a lapse in risk manage-
ment compounded the Fed’s mistakes.

The Fed’s macro model of the U.S.
economy, called FRB-US, failed to
predict the stimulative and infla-
tionary effects of more than $5 tril-
lion in deficit spending (over 25% of
gross domestic product) accommo-
dated by zero rates, Fed purchases
of half of the new Treasury bonds
issued, and a 40% surge in M2
money since before the pandemic.
This error is hard to understand. As
Lawrence Summers has said, even a
simple output-gap model would have
predicted higher inflation.

The Fed’s reliance on managing in-
flation through forward guidance
also fell apart. Why should the Fed
presume that it can manage expecta-
tions unless financial markets and
the public believe it has an effective
framework for reducing inflation to

methodically documents the cam-
paign of deception—including self-
deception—that officials deployed,
pointing frantically at every molehill
of intelligence that supported their
case and dismissing the mountains
that cast doubt on it.

It is astonishingly blithe to say of
the hundreds of thousands of Iraqis
who died in the internecine strife
that took place under the supervision
of the U.S. that they might have died

Baghdad is no longer a
threat, but it’s fallacious
to claim invasion was the

only means to that end.
1

in any case. What kind of vacuum of
conscience does it take to balance a
known historical tragedy against a
hypothetical one and conclude that
they have equal moral weight?

So the case that the war was justi-
fied fails on its own merits. But this
doesn’t even begin to weigh the real
costs, including the damage to Amer-
ica’s reputation and its strategic
strength.

The promulgation of the WMD

2%? In keeping with its flawed plan,
the Fed waited to taper its massive
purchases of Treasurys and mort-
gage-backed securities until it saw
“substantial progress” toward its
maximum-inclusive-employment
mandate—even as labor markets
tightened, wages accelerated, and in-
flationary expectations shot above
2%.

Inflationary expectations began to
recede only beginning in mid-2022
when the Fed raised rates aggres-
sively, confirming that policy actions
speak louder than words. So much
for forward guidance. Bank portfolios
were getting clobbered by soaring
bond yields. A barrage of public
speeches by Fed members isn’t a
substitute for a credible strategy and
monetary policy, or sound banking
supervision.

Only recently has the Fed empha-
sized that a positive real policy rate
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is needed to reduce inflation. The
banking crisis now complicates this
task. The Fed must strike a balance
between hiking rates to lower infla-
tion and achieving financial stability.
It must acknowledge its lapses in
bank supervision and avoid unneces-
sary new regulations that inadver-
tently tighten bank credit too much.
The first line of defense against ex-
cessive risk taking is always attentive
supervision, regardless of whether a
bank is designated “systematically
important” or not.

Once the dust settles, a formal re-
view of the central bank’s forecasting
and policy errors, conducted by a
committee of internal and external
experts with diverse views, is essen-
tial. The Fed must address shortcom-
ings in the FRB-US model and rein-
stitute pre-emptive tightening.

The quarterly SEPs must have
general consistency between FOMC
members’ inflation projections and
their interest-rate estimates based on
the Taylor Rule—a guideline for how
much the Fed should raise or lower
interest rates when inflation deviates
from 2% and unemployment from its
long-run natural rate. Projections of
alternate scenarios are needed to en-
hance risk management. The Fed also
must make better use of anecdotal
evidence gathered by district banks
and encourage more diverse views
among FOMC participants. Such
changes would improve the Fed’s
conduct of monetary policy and
avoid crises.

Mr. Levy is senior economist at
Berenberg Capital Markets and a vis-
iting scholar at the Hoover Institution
of Stanford University.

Is Hard to Defend

fictions, the Abu Ghraib horrors, the
catastrophically inept initial occupa-
tion and administration—all undid
in a matter of months the post-Cold
War authority and heft the U.S. had
earned over decades. Almost every
calamity that followed—Iran’s as-
cent, the rise of ISIS, Barack
Obama’s disastrous failure in Syria—
can be traced back more or less di-
rectly to the war.

If we are going to play the alterna-
tive-history game, think how the re-
gion might have been different if the
U.S. had taken advantage of the ex-
traordinary solidarity that obtained
after 9/11 to advance its long-term
security rather than, through hubris
and ineptitude, surrender much of
the territory to Islamo-fascists, theo-
cratic mullahs and the butcher in the
Kremlin.

Much worse is the damage the
war did to the fabric of American de-
mocracy. The American people were
terrified by their government into
war, with the bogus menace of nu-
clear weapons wielded by a man with
bogus connections to the 9/11 terror-
ists. They were promised a war that
would be a cakewalk followed by an
occupation in which their sons and
daughters would be greeted with
sweets and flowers.

This cloud castle of fictions did in-
calculable damage to the bonds of
trust between Americans and their
leaders.

There is a direct line between the
deceptions worked on the American
people about the war and the angry
popular disillusionment with the per-
formance of American political lead-
ers that led the rise of Donald Trump
and for that matter the deep reluc-
tance many Americans feel about
support for Ukraine.

Worse still is that there has been
no accountability for the architects of
the debacle. The political leaders
have mostly moved on, but with
Olympic-level chutzpah, many of the
so-called intellectuals who advocated
it are still out there, lecturing the
American people that it’s treasonous
to oppose immersing America into
other conflicts.

Is there a word for the complete
lack of self-awareness you need to
possess to denounce Donald Trump
and the new conservative populism
even as you are principally responsi-
ble for the disasters that ignited it?

A better course for those of us
who supported that terrible misad-
venture is to admit our shameful er-
ror or, failing that, take an oath of re-
spectful silence.

Want to Prevent SVB-Style Collapses? Serap Dodd-Frank

By Michael Faulkender
And Tyler Goodspeed

system less risky have had the

opposite effect. Since the
2008-09 financial crisis, the largest
banks have started to look more alike.
The stress testing mandated by the
Dodd-Frank Act led banks to diversify
in the same way, which elevated sys-
temic risk even as individual banks
became less risky. The collapse of Sil-
icon Valley Bank is a case in point.

Diversification is an essential fea-
ture of a healthy financial system. If
banks take different approaches to
balancing risks, a loss in one’s portfo-
lio is less likely to mean a loss in an-
other’s. If one bank goes down in an
economic shock, it doesn’t mean oth-
ers will follow.

But a recent study from the Boston
Federal Reserve found that banks
that performed poorly on the man-
dated Dodd-Frank stress tests subse-
quently adjusted their portfolios such
that they more closely resembled the
portfolios of banks that performed

I : fforts to make the U.S. banking

well. The average institution’s portfo-
lio is more diversified, but the system
is more uniform. By requiring all of
the biggest financial institutions to
adhere to the same measures, pass
the same tests and follow the same
practices, America has lost diversifi-
cation in the entire banking sector.

This means that if something
brings down one major bank, others
are more likely to fall, snowballing
into a major financial system col-
lapse. This could be set off by a mac-
roeconomic shock—such as the worst
inflation in 40 years—or by a regula-
tory mistake. Even a small error in
government rules, such as model or
parameter misspecification, will be
multiplied across the entire financial
architecture. And if the regulations
contain plain bad policy, it could be
systemic.

SVB’s fall shows this is a real pos-
sibility. In the wake of the bank’s col-
lapse, numerous commentators were
quick to blame the Economic Growth,
Regulatory Relief and Consumer Pro-
tection Act of 2018 for raising the as-
set threshold for mandated stress
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testing from $50 billion to $250 bil-
lion. This was wrong for two reasons.
First, the 2018 law retained the Fed-
eral Reserve’s discretionary authority
to conduct enhanced stress tests on
banks with assets above $100 billion,
and the Fed did so in 2022.

Second and more important, gov-
ernment tests would have missed
what led to SVB’s collapse—interest-
rate risk. The bank had filled its port-
folio with far too many long-term
government bonds when interest
rates were low and so was crippled
when withdrawals forced it to sell
those securities after rates spiked.
Yet SVB would have sailed through
the February 2022 stress test be-
cause the central bank hadn’t ad-
justed its scenarios for monetary re-
alities, as Jason Mason and Kris
Mitchener have noted in these pages.
Regulators asked banks to assess
their resiliency in a “severely adverse
scenario” in which the three-month
Treasury rate was near zero and the

10-year Treasury yield declined to
0.75%.

With tests like that, it’s a small
wonder we haven’t seen far more
SVB-like collapses. By 2023, 10-year
Treasury yields rose well above the
severe scenario in the 2022 stress

Stress tests have made the
banking system less varied
and resilient, particularly
to regulatory errors.

tests. Rather than 6% losses on the
value of 0.75% coupon 10-year Trea-
surys from yields rising to 1.5%, ac-
tual losses were in excess of 20% be-
cause yields rose to 4%.

The premise of the Dodd-Frank
regulatory scheme was that super-
regulators would monitor sources of
risk and pre-empt individual banks’

risk mismanagement. SVB’s failure
demonstrates that this simply isn’t
possible; regulators can’t anticipate
all risks. And because the regulatory
scheme forces banks to become more
similar, the government’s inevitable
errors will reach across the financial
system—as will any economic shocks.

The solution is to scrap Dodd-
Frank’s micromanagement of banks
and simply require greater capital
levels. That would discourage indi-
vidual banks from taking on excessive
risk without making the entire sys-
tem fragile.

Mr. Faulkender is a professor of fi-
nance at the University of Maryland.
He served as assistant Treasury sec-
retary for economic policy, 2019-21.
Mr. Goodspeed is a fellow at Stanford
University’s Hoover Institution and
chief economist at Greenmantle LLC,
a consulting firm. He was chairman
of the White House Council of Eco-
nomic Advisers, 2020-21.

Notable &9 Quotable: DeSantis, Bragg and Trump

Florida Gov. Ron DeSantis at a
March 20 press conference, answer-
ing a question about reports that
Manhattan District Attorney Alvin
Bragg has asked a grand jury to hand
up an indictment of Donald Trump:

Q: If charges are brought on him,
will you have any role in extradition
to New York?

Mr. DeSantis: I've seen rumors
swirl. I have not seen any facts yet, and
so I don’t know what’s going to hap-
pen. But I do know this: The Manhat-
tan district attorney is a Soros-funded
prosecutor. And so he, like other So-
ros-funded prosecutors, they weap-
onize their office to impose a political
agenda on society at the expense of the
rule of law and public safety. He has

downgraded over 50% of the felonies
to misdemeanors. He says he doesn’t
want to even have jail time for the
vast, vast majority of crimes. And what
we’ve seen in Manhattan is we’ve seen
the crime rate go up and we’ve seen
citizens become less safe. . ..

Look, I don’t know what goes into
paying hush money to a porn star to
secure silence over some type of al-
leged affair. I can’t speak to that. But
what I can speak to is that if you have
a prosecutor who is ignoring crimes
happening every single day in his ju-
risdiction and he chooses to go back
many, many years ago to try to use
something about porn-star hush-
money payments, that’s an example
of pursuing a political agenda and
weaponizing the office. And I think

that that’s fundamentally wrong.

I also think it’s important to point
out when you’re talking about these
Soros-funded prosecutors—yes, they
may do a high-profile politicized
prosecution, and that’s bad, but the
real victims are ordinary New York-
ers, ordinary Americans in all these
different jurisdictions—that they get
victimized every day because of the
reckless political agenda that these
Soros DAs bring to their job. They ig-
nore crime and they empower crimi-
nals, and that hurts people, hurts a
lot of people every single day. The
Soros district attorneys are a menace
to society, and I'm just glad that 'm
the only governor in the country
that’s actually removed one from of-
fice during my tenure.

9
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WORLD NEWS

French Government Survives Vote

No-confidence motion
sought to halt pension
revamp, topple

Macron administration

By NOEMIE BISSERBE

PARIS—French President
Emmanuel Macron’s govern-
ment narrowly survived a no-
confidence vote in the Na-
tional Assembly on Monday,
fending off a last-ditch effort
to kill his contentious pension
overhaul and topple his ad-
ministration.

The no-confidence motion,
spearheaded by a group of
centrists, won the support of
278 lawmakers in the lower
house of Parliament, a mere
nine votes short of a majority.

A second no-confidence vote
filed by Marine Le Pen’s far-
right National Rally also failed
by a wide margin.

The outcome clears the way
for the pension overhaul—a
major plank of Mr. Macron’s
pro-business agenda and a
bellwether for his ability to
govern—to become law once
the constitutional council has
reviewed it.

The revamp raises France’s
retirement age to 64 from 62
by 2030, a step Mr. Macron
says is the only way to save
France’s costly pension system
without raising taxes or run-
ning up the national debt.

Protesters streamed into
the streets of Paris moments
after the no-confidence mo-
tion failed, demanding Mr.
Macron reverse course.

The battle over pensions
has left Mr. Macron politically
wounded. It has exposed the
French leader’s struggle to
stitch together majorities to
pass a signature piece of legis-
lation and his increasing reli-
ance on Article 49 of the con-
stitution, which allows his
government to enact legisla-
tion without the National As-
sembly’s approval.

Repeated use of Article 49
to govern is risky. Each time
Mr. Macron resorts to the ma-
neuver he opens his govern-
ment up to no-confidence
votes that are gradually edg-
ing toward a majority. The
provision is also highly con-
tentious with Mr. Macron’s op-
ponents on the far right and
far left, who cast it as anti-
democratic.

Mr. Macron’s government
has faced more than a dozen
no-confidence motions since
he was re-elected president in
April last year. Before Mon-
day’s vote, the closest opposi-
tion parties had come to forc-
ing the government to resign
was on Oct. 24, when a no-
confidence motion put for-
ward by NUPES—the leftist
coalition of French socialists,
communists and greens—
failed by 50 votes.

Mr. Macron’s use of Article
49 is inflaming street protests.
Demonstrations and strikes
over the past two months have
brought more than a million
people into the streets and par-
alyzed parts of the economy.

Protests turned violent af-
ter Mr. Macron used Article 49
on his pension bill. In Paris,

protesters set fire to piles of
garbage that had accumulated
from a two-week trash-collec-
tors strike, leading police to
use tear gas and water can-
nons to disperse crowds. Hun-
dreds of people were detained
by police.

Union leaders have pledged
to continue to protest. They
have called for a new day of na-
tionwide strikes and demon-
strations on Thursday.

The future of Mr. Macron’s
pro-business agenda now lies
in the hands of the conserva-
tive party Les Républicains,
who hold the balance of power
in the chamber. Of the 61 law-
makers who sit in the National
Assembly for Les Républicains
19 voted in favor of the key
no-confidence motion on Mon-
day.

Somalia

By GABRIELE STEINHAUSER

An estimated 43,000 Soma-
lis—around half of them chil-
dren under the age of 5—died
from the effects of a devastat-
ing regional drought last year
and thousands more are ex-
pected to die in the first half
of 2023, according to a study
published Monday by Soma-
lia’s health ministry, the World
Health Organization and the
United Nations Children’s
Fund.

The Horn of Africa region
has experienced five consecu-
tive below-average rainy sea-
sons since 2020, leaving some
22 million people across Ethi-
opia, Kenya and Somalia with-
out sufficient food and water
to meet their daily needs, ac-
cording to the World Food
Program.

No country has been hit
harder than Somalia, where
the drought has coincided
with a government campaign
against al Qaeda-linked mili-
tants and nearly half of the 17-
million-strong population de-
pends on humanitarian aid.

Late last year, the Somali
government and international
organizations stopped short of
declaring a famine for Soma-
lia, thanks in part to increased
assistance from countries such
as the U.S. But the study re-

Drought Killed 43,000 People in "22

leased Monday, which was
conducted by researchers at
the London School of Hygiene
and Tropical Medicine, shows
that even in the absence of a
formal famine declaration, the
drought has claimed tens of
thousands of lives, many of
them from diseases that affect
bodies weakened by malnutri-
tion.

The U.N.s Food and Agri-
culture Organization has
warned that a sixth consecu-
tive rainy season—due Dbe-
tween April and June—could
also fail and further exacer-
bate food shortages.

Of the 43,000 Somalis who
are estimated to have died in
the drought last year, around
21,800 were children under

around 21,800 were under the age of
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the age of 5, according to the
study. The researchers fore-
cast that by the end of June,
around 24,600 more Somalis—
or about 135 a day—will have
died from the effects of the
drought since the start of
2023.

“We are racing against time
to prevent deaths and save
lives that are avoidable,” said

JONATHAN TORGOVNIK FOR THE WALL STREET JOURNAL

Mamunur Rahman Malik, the
WHO’s representative to So-
malia. “We have seen deaths
and diseases thrive when hun-
ger and food crises prolong.”

To get an estimate of
drought-related deaths in a
country without reliable death
records, researchers used data
from household surveys con-
ducted by aid groups in Soma-
lia over the past eight years to
model both expected and ac-
tual deaths for 2022.

The 43,000 deaths repre-
sent the difference between
actual deaths that occurred
last year and the number of
deaths that would have been
expected based on earlier
years.

For much of last year, the
hunger crisis in Somalia was
exacerbated by the sharp jump
in global food prices that fol-
lowed Russia’s invasion of
Ukraine. Global food prices
have dropped in recent
months, with cereal and meat
prices close to where they
were in February 2022, the
FAO said.

“This drought continues to
bite very hard, and Kenya re-
mains a hair’s breadth away
from famine,” said Stephen
Jackson, the U.N.’s resident co-
ordinator in the country.

—Michael M. Phillips
contributed to this article.

WORLD WATCH

GENERATIONS: A woman tries to catch fish as her granddaughter dozes on her back in a paddy field on the outskirts of Guwahati in northeastern Assam state, India.

NORTHERN IRELAND

Unionist Party Rejects
Brexit Compromise

Efforts by the British govern-
ment to end political paralysis in
Northern Ireland suffered a blow
Monday after the Democratic
Unionist Party said it would reject
a compromise deal recently ham-
mered out by Prime Minister Rishi
Sunak and the European Union
over the region’s trading status.

The so-called Windsor Frame-
work is aimed at appeasing the
DUP and other unionist commu-
nities in Northern Ireland who
felt cut off from the rest of Brit-
ain after the country agreed as
part of its 2019 Brexit divorce
deal to place a border between
Northern Ireland and the rest of
the UK, rather than a border be-

tween the province and Ireland,
which remains an EU member.
The UK. government did that
to avoid angering nationalists
who want an eventual reunifica-
tion of Ireland and possibly jeop-
ardizing the 1998 peace deal
that ended three decades of vio-
lence. But the move essentially
left Northern Ireland within the
EU common market and subject
to its trading rules—unlike the
rest of the UK. In protest, the
DUP pulled out of a power-shar-
ing assembly in the province.
—Max Colchester

TURKEY

EU Aid Is Sought for
Earthquake Repairs

Turkey is scrambling to find
reconstruction funding as the

economic toll from last month’s
earthquakes tops $100 billion,
posing challenges for a country
already struggling with a de-
pressed currency and one of the
world’s highest rates of inflation.

On Monday, the European
Union launched a donor confer-
ence to raise funds for Turkey
and Syria in the aftermath of the
earthquakes, which killed more
than 56,000 people across both
countries, uprooted millions of
people from their homes and de-
stroyed countless businesses and
public buildings.

International donors pledged
seven billion euros, about $7.5 bil-
lion, in relief for both Turkey and
Syria on Monday, officials said.
European Commission President
Ursula von der Leyen said the
bloc would provide Turkey with
€1 billion for reconstruction, and

pledged to provide Syria with an
additional €108 million.
—Jared Malsin

VENEZUELA

Oil Minister Resigns
Amid Graft Probe

Venezuela’s oil minister re-
signed Monday amid a widening
campaign by President Nicolas
Maduro to root out corruption in
the government and the national
oil company, which in recent
days has led to the arrests of
several government officials on
graft charges.

Tareck EI Aissami, who had
held high posts in government
and long been among Mr. Ma-
duro’s closest confidants, said on
Twitter that he was stepping
down from his post to facilitate

the government’s anticorruption
probe into state-run Petréleos de
Venezuela, or PdVSA. He couldn’t
be reached for comment.

“| put myself at the [ruling
party’s] disposition to help in
this crusade that President Nico-
las Maduro has taken on against
the anti-values that we must
fight against, even with our own
lives,” Mr. El Aissami said in a
statement.

Mr. El Aissami, who is
wanted by the U.S. on drug-traf-
ficking allegations that he de-
nies, hasn’'t been charged by
Venezuelan prosecutors. His sud-
den departure was an unusual
step in a tightknit inner circle of
Maduro aides that has helped
the regime outlast U.S. sanctions
and opposition political protests
in a turbulent decade in power.

—Kejal Vyas

U.S. Cites
Its Allies,

Adversaries

On Rights

By VIVIAN SALAMA

WASHINGTON—U.S. allies
including Saudi Arabia, the
United Arab Emirates, Egypt
and Pakistan are among the
countries cited by the State
Department as committing se-
rious human-rights violations
in a new report aimed at advo-
cating for democratic prac-
tices around the world.

The 2022 Country Reports
on Human Rights Practices, re-
leased Monday, provides a de-
tailed record of violations and
abuses of persons in marginal-
ized communities, some of
whom also suffer dispropor-
tionately from economic in-
equality, climate change, mi-
gration, food insecurity and
other global challenges.

From Iran’s brutal and vio-
lent suppression of peaceful
protests often led by women,
to what the report describes
as “genocide and crimes
against humanity” against pre-
dominantly Muslim Uyghurs in
China, there continues to be a
“backsliding of human-rights
conditions,” Secretary of State
Antony Blinken said.

As the U.S. strives to gather
support for its confrontations
with China and Russia, Mr.
Blinken sought to head off any
hurt feelings over the report,
which includes a number of al-
lied nations.

“The goal of this report is
not to lecture or to shame but
rather is to provide a resource
for those individuals working
around the world to safeguard
and uphold human dignity
when it’s under threat,” he
told reporters.

“We have those tough dis-
cussions across the board with
friends, adversaries, competi-
tors alike. The report itself
makes that very clear,” he
said. “We don’t pull our
punches with anyone as we
call these things. Sometimes
we do it more publicly, some-
times we do it privately, and
we try to determine in each
instance how we hopefully can
be most effective in advancing
human rights.”

President Biden has said a
“fundamental challenge of our
time” is to prove that democ-
racies can deliver for their
people, respect the dignity of
their citizens and empower
them more than the world’s
authoritarian leaders. Admin-
istration officials have said the
U.S’s numerous allies are a
strength that China and Russia
lack and want others to see
Washington as a more reliable
partner than Beijing.

Next week, the Biden admin-
istration will co-host the second
Summit for Democracy with the

State Department
report offers a long
list of abuses in

Saudi Arabia.

governments of Costa Rica, the
Netherlands, South Korea and
Zambia, in an effort to show-
case efforts made by partner
nations committed to the pro-
motion of democratic practices.

The new report offers a
long list of abuses in Saudi
Arabia, including extrajudicial
killings, enforced disappear-
ances and restrictions on free-
dom of expression and media,
including censorship and un-
justified arrests or prosecu-
tions of journalists. Another
Arab Gulf ally, the U.A.E,, is
cited for a range of abuses,
from incommunicado deten-
tion to laws criminalizing con-
sensual same-sex sexual con-
duct between adults.

Other allies cited in the re-
port for troubling trends in-
cluded India and Egypt.

In India, the report said,
“significant human rights is-
sues” included violence or
threats against religious mi-
norities, social status or sexual
orientation, arbitrary arrest
and detention and life-threat-
ening prison conditions. Egypt
was cited for extrajudicial kill-
ings, enforced disappearance
by state security, torture and
cases of cruel, inhuman, or de-
grading treatment or punish-
ment by the government, and
serious restrictions on free ex-
pression and media.

—Nancy A. Youssef
contributed to this article.
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Stocks Gain on Hope for Banks

Swiss deal boosts
confidence in sector
even amid uncertainty
on Fed rate policy

By CAITLIN OSTROFF
AND HEATHER GILLERS

U.S. stocks climbed Monday
on hopes for stability in the
banking sector after regulators
engineered a deal for Swiss
banking giant UBS to take over
rival Credit Suisse.

The Dow Jones Industrial
Average added 382.60 points,
or 1.2%, to 32244.58, its largest
one-day percentage gain since
Jan. 6. The S&P 500 rose 34.93

points, or 0.9%, to 3951.57. The
tech-focused Nasdaq Compos-
ite climbed 45.02 points, or
0.4%, to 11675.54. The indexes
declined Friday.

Authorities have sought to
halt a dangerous decline in
confidence in the global bank-
ing system and get ahead of
potential stress in markets. As
well as the UBS-Credit Suisse
deal, regulators moved to bol-
ster international access to U.S.
dollars.

“It’s bullish that governments
have stepped in,” said Ross
Mayfield, investment strategy
analyst at Baird. But he said any
investor optimism is tempered
by fears that the turmoil isn’t
over. “So I think it’s relief but

with a looming uncertainty and
angst about what might really
be underneath if you really keep
digging.”

Shares in First Republic

1.2%

The Dow’s rise, its largest in
percentage terms since Jan. 6

Bank, a key concern at present
for U.S. officials, dropped
$10.85, or 47%, to $12.18, a re-
cord low, according to data go-
ing back to 2010. Major bank

chief executives, led by JPMor-
gan Chase & Co. Chief Execu-
tive Jamie Dimon, are discuss-
ing fresh efforts to stabilize the
troubled bank, The Wall Street
Journal reported.

Other regional banks rallied,
with PacWest Bancorp shares
up $1, or 11%, to $10.28 and
Fifth Third Bancorp up $1.26,
or 5.1%, to $26.21.

Amazon.com shares
dropped $1.24, or 1.3%, to
$97.71 after the company said
it would cut 9,000 more jobs,
after announcing plans for
18,000 job cuts in January.
Shares in Facebook parent
Meta Platforms, which last
week announced a second
round of layoffs, rose 1.1% to

$197.81.

In Europe, Credit Suisse
shares lost more than half
their value. Shares in UBS ini-
tially fell by double-digit per-
centages, before rebounding to
edge slightly higher. Trading
in stocks of other major Euro-
pean banks, including BNP
Paribas, Deutsche Bank and
Banco Santander, was also
volatile.

Investors are split in ex-
pecting what the Federal Re-
serve will do when it meets
this week. Goldman Sachs
Group is projecting the Fed

Please turntopage Bl

@ Stocks hold up, even as

tumult hits markets............ Bl1

Amazon Extends
Layofts to Cloud,

Ad Businesses

By SEBASTIAN HERRERA
AND DANA MATTIOLI

Amazon.com Inc. said it
would cut 9,000 more corpo-
rate jobs across units that in-
clude its profitable cloud-com-
puting and advertising
businesses, a sign that the
company’s cost cutting is ex-
tending into all aspects of its
operations as technology giants
slash spending.

Chief Executive Andy Jassy
said that the company added a
significant number of employ-
ees in recent years, a step he
defended as necessary given
what was happening in Ama-
zon’s business at the time.

“Given the uncertain econ-
omy in which we reside, and
the uncertainty that exists in
the near future, we have cho-
sen to be more streamlined in
our costs and head count,” Mr.
Jassy said, noting that the lay-
offs come after it completed its
annual planning process.

The company previously said
it was slashing 18,000 jobs.

Waves of job cuts have
roiled the tech industry. Ama-
zon is the latest company to

enact more job cuts than previ-
ously expected. Last week,
Facebook parent Meta Plat-
forms Inc. said it would cut
roughly 10,000 jobs over the
coming months, its second
wave of mass layoffs.

Amazon invested heavily in
expanding its head count dur-
ing the early part of the
Covid-19 pandemic as people
shifted much of their shopping
online.

The company added about
800,000 employees, mostly at
its hundreds of warehouses, be-
tween the end of 2019 and end
of 2021.

When demand began to fall
off as consumers returned to
bricks-and-mortar stores, Ama-
zon cut back in areas of the
business that were unprofitable
and froze hiring.

Mr. Jassy said the 9,000 ad-
ditional job cuts weren’t an-
nounced earlier because some
teams hadn’t completed assess-
ments that determined which
positions needed to be elimi-
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The AWS cloud business has seen a continued slowdown in spending as customers rein in costs.
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Starbucks
Elevates

Schultz

Successor

By HEATHER HADDON

Starbucks Corp. said it
handed the reins of the
world’s largest coffee chain to
its incoming chief executive
officer, Laxman Narasimhan.

The Seattle-based company
said that interim CEO and
longtime leader Howard
Schultz exited from the role
Monday, with his successor of-
ficially taking over and joining
the company’s board. Star-
bucks previously had said that
Mr. Narasimhan would begin
in his role on April 1.

Mr. Narasimhan, 55 years
old, left his CEO role at U.K.-
based consumer-products
company Reckitt Benckiser
Group PLC last September and
has spent the intervening
months learning Starbucks’s
culture and operations, the
company said.

Messrs. Schultz and
Narasimhan have worked to-
gether closely since his ar-
rival, both men have said.

Mr. Schultz, who has said
he has led the company for the
final time, said Monday in a
letter to Mr. Narasimhan and
other company leaders that
Starbucks was his life’s work,
and that he entrusted them to
lead the chain forward.

“As I turn Starbucks over to
you now, know that you have
my utmost confidence, trust
and love,” he wrote.

The leadership handoff
comes as Starbucks executives
and shareholders are set to
address contentious matters
facing the coffee chain. During
the company’s annual share-
holder meeting Thursday, in-
vestors are set to weigh sev-
eral proposals pertaining to
the chain’s governance and
management, including its re-
sponse to a unionization drive
among U.S. baristas.

For the past 18 months,
pro-union baristas have been
pushing to organize Starbucks
cafes, saying such steps are
necessary to secure better pay
and working conditions. Star-
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Tesla’s Cost-Cutting
Goal Pressures Rivals

By Tim HiGGINS

Car makers trying to catch
up to Tesla Inc.’s electric vehi-
cles were thrown a curveball
recently with Elon Musk’s lat-
est goal: slashing the cost of
building next-generation cars
by 50% in coming years.

Analysts already estimate
Tesla’s bestselling vehicles en-
joy thousands of dollars in cost
advantages over rivals in pro-
ducing EVs, and those competi-
tors have been trying to close
the gap.

“There is a clear path to
making a...smaller vehicle that
is roughly half the production
cost and difficulty of our Model
3,” Mr. Musk said earlier this
month during a Morgan Stan-
ley conference.

His comments reiterated a
target highlighted during the
auto maker’s investor day.
Tesla executives aim to achieve
the cost reductions through a
combination of vertical integra-

tion, factory automation, part
reductions and other steps.

Mr. Musk, who has a history
of missing ambitious pricing
goals, hasn’t detailed specific
figures or when the vehicles
will debut. But those savings
are seen by analysts as helping
allow Tesla to offer a long-
promised $25,000 electric car
without destroying the com-
pany’s industry-leading, dou-
ble-digit-percentage margins.

Tesla didn’t respond to a re-
quest for comment.

Since the earliest days of the
automotive industry, executives
have been obsessed with cut-
ting costs, an endeavor that
has fueled the development of
the assembly line, messy merg-
ers, global alliances and design
and engineering overhauls—all
aimed at finding ways to save
dollars, if not pennies, on each
car.

But their efforts have taken
on new urgency as auto execu-
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Foot Locker forecasts
a year of declining
sales and profit as it
closes stores. B3
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Credit Suisse’s collapse
nearly wiped out a $1.5

billion investment by
the Saudis. B10

Small Companies Worry Over

How Best to Stash Their Cash

By RuTH S1MON

The collapse of Silicon Val-
ley Bank and Signature Bank
has created a new worry for
many small businesses: what
to do with their cash.

Some owners of small and
midsize businesses are moving
funds to other institutions,
splitting them between multi-
ple banks, moving cash into
money-market funds or buying
Treasurys. Others are more
closely reviewing the finances
of their banks, while some en-
trepreneurs are even thinking
about the potential risks for
key partners and customers.

Responding to the recent
banking-industry turmoil is
particularly challenging for
small businesses, which typi-
cally don’t have large finance
teams or sophisticated cash-
management strategies. Small-
business owners with conser-

Jester Concepts owns Butcher & the Boar in aneapolls

vative habits often keep lots of
cash on hand as a cushion.
Loan restrictions can make it
tough to split that cash among
multiple institutions.

“I think we need to analyze

banks just like they analyze us,”
said Brent Frederick, owner of
Minneapolis-based Jester Con-
cepts, which has five restau-
rants including Butcher & the
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Starbucks
Elevates

New CEO

Continued frompage Bl
bucks’s management has urged
workers not to form unions,
saying baristas’ goals are bet-
ter addressed by working di-
rectly with the company.

The National Labor Rela-
tions Board said Friday it had
certified unions at 288 Star-
bucks stores, representing
roughly 3% of the chain’s
9,300 U.S. locations. The
agency had certified defeats
for unionization votes at 57 lo-
cations, it said.

The NLRB has issued 82
complaints against Starbucks
over allegations that the chain
broke federal labor law since
the baristas’ unionization
campaign began.

The company has contested
the complaints and denied it
has broken rules overseeing
union organizing, saying it re-
spects its workers’ rights to
organize.

Some Starbucks sharehold-
ers are seeking more oversight
of the company’s unionization
approach.

An investor group that in-
cludes Trillium Asset Man-
agement and New York City’s
Office of the Comptroller,
which oversees pension funds,
filed a shareholder proposal
that would require the board

Starbucks union election
filings, monthly

70 filings

60

Aug.2021 22 23

Source: National Labor Relations Board

to hire an outside firm to as-
sess Starbucks’s commitment
to workers’ freedom of asso-
ciation. Proxy-advisory firms
Institutional = Shareholder
Services Inc. and Glass Lewis
& Co. have recommended that
shareholders back the pro-
posal.

Starbucks has urged its
shareholders to vote against
the recommendation, saying
that the chain already follows
U.S. law regarding worker as-
sociation and that it is listen-
ing to baristas’ concerns. The
company said in a securities
filing this month that it would
conduct an independent as-
sessment of its commitment to
workers’ freedom of associa-
tion and make it public later
this year.

Mr. Narasimhan’s public po-
sition on unions is less defined
than Mr. Schultz’s, who has

said in past writings and
statements that the company
could better meet the needs of
its employees than outside en-
tities. Starbucks Workers
United, the union organizing
chain baristas, has said it
hopes the new CEO brings a
different approach.

“We would love to offer an
olive branch. We are cau-
tiously optimistic about a
fresh start,” said Casey Moore,
an organizer and spokes-
woman for the group.

Starbucks Workers United
and other unions are expected
to protest outside the com-
pany’s Seattle headquarters
Wednesday before the annual

meeting.
Shareholders will also con-
sider whether Starbucks

should step up efforts toward
future succession planning,
with a separate shareholder
proposal calling on the board
to commit to more regular and
public evaluation of future ex-
ecutive  candidates.  Mr.
Schultz returned to Starbucks
in April 2022 for a third stint
as CEO, succeeding previous
CEO Kevin Johnson, who re-
tired last year.

Starbucks has urged inves-
tors to vote against the pro-
posal and said its board has
moved to conduct succession
planning, including identifying
internal candidates. The com-
pany’s board said last year
that they asked Mr. Schultz to
return to the company to
carry on the chain’s culture as
it searched for a permanent
leader and to voice his opin-
ions on its affairs.

Stanley to
Close

Plants in

Texas, S.C.

By JoHN KEILMAN

Stanley Black & Decker
Inc. said it is closing factories
in Texas and South Carolina,
relocating some operations to
Tennessee facilities as the
company revamps its manu-
facturing and distribution net-
work.

The Connecticut-based tool
maker said the moves would
affect the jobs of 357 employ-
ees. Eighty jobs will be added
in Tennessee, the company
said.

“These actions are aligned
to the transformation strategy
designed to deliver $2 billion
of cost savings and are reflec-
tive of current economic con-
ditions which highlighted
needed changes in Stanley
Black & Decker’s production
and distribution network,” the
company said.

The factory in Fort Worth,
Texas, makes mechanic tools,
the company said, and the one
in Cheraw, S.C., makes knives
and portable storage units.

The company’s Cheraw op-
erations will be divided be-
tween Stanley Black &
Decker’s facilities in Jackson
and Gallatin, Tenn.

Tesla Puts
Pressure

On Rivals

Continued frompage Bl

tives are squeezed fighting a
twin battle of having to navi-
gate inflationary cost increases
while also investing heavily in
electric vehicles as investors
and regulators give priority to
this technology.

“This sort of ratchets up the
pressure” on traditional auto
makers, said Mark Wakefield, a
managing director for consult-
ing firm AlixPartners LLP,
which estimates that the auto
industry has committed a com-
bined $526 billion to convert
lineups to electric vehicles
through 2026.

That funding is occurring
ahead of most companies see-
ing any real benefits from
economies of scale from EV
sales, which have been growing
strongly yet account for a small
portion of overall global deliv-
erie.

The new pressure brought
by Mr. Musk was evident last
Tuesday when Volkswagen AG
met with analysts and inves-
tors.

UBS analyst Patrick Hummel
referred to Tesla’s cost-cutting
plans in asking Volkswagen of-

ficials about its EV dubbed the
ID. 3, which he said starts at
about $40,000 in Europe and is
“slightly above break-even lev-
els” for the company.

“I really struggle to see how
VW is going to have an afford-
able EV that’s profltable to you
in a couple of years’ time,” he
told executives.

“We are very aware that
competition will become
tougher,” Arno Antlitz, VW’s
chief financial officer, said. “So
we try to stay as fixed as possi-
ble on the overhead cost side.”

Ultimately, Volkswagen is
betting its newest generation
of EVs, built with common
parts, will give it scale over
time to reduce costs. And Mr.
Antlitz reiterated that the com-
pany plans an EV priced below
€25,000, or around $27,000.
The company showed a concept
version of the forthcoming
model last week and said it
would arrive in 2025 in Europe.

“We will have significant
scale by then,” he said.

Tesla’s evolution to main-
stream auto maker came with
the Model 3 sedan, which starts
at around $45,000 in the U.S.,
and was supposed to be a
$35,000 car when it was re-
vealed in 2016. But it wasn’t of-
fered at that price when pro-
duction began in 2017 as the
company couldn’t produce it
without losing money, Mr.
Musk has said.

Instead, Tesla has engaged
in continuous efforts to whittle

Tesla’s top EVs already enjoy cost advantages over competitors.

away cost, saying it has
achieved 30% improvements
since 2018 through a host of
areas, including productivity,
engineering changes and sup-
plier scale. Executives say these
actions foreshadow how they
will achieve more reductions
for the next-generation vehi-
cles.

Caresoft Global, which tears
apart vehicles to compare costs
between competitors, estimates
Tesla’s Model Y compact sport-
utility vehicles have at least a
$3,000 cost advantage to com-
petitors’ comparable offerings,
excluding batteries, said the
consulting firm’s chief execu-
tive, Mathew Vachaparampil.

Even if Mr. Musk is unsuc-

cessful at reaching 50% reduc-
tions, industry observers say
any significant effort toward
that goal would be meaningful.
In effect, Mr. Musk’s claims set
a new bar with investors in
which to judge car companies’
ability to compete with Tesla.

“This is them challenging
the industry,” said Mark Fields,
a former chief executive of
Ford Motor Co. “Is the rest of
the industry going to stand up
and notice? I think they will.”

Investors already have been
skeptical of traditional auto
makers’ ability to compete with
Tesla.

At a conference in February,
Rod Lache, an analyst for Wolfe
Research, told Ford Chief Exec-

utive Executive Jim Farley that
in his firm’s survey of 100 in-
vestors, 92% said they didn’t
think traditional auto makers
could match Tesla on cost.

Mr. Farley wasn’t surprised.
He often cites Tesla’s cost ad-
vantage of more than $10,000
per vehicle when talking about
the need to make changes. To
break internal resistance, he
has taken steps to split the
company into new groups—in-
cluding one working on future
EVs—in an effort to encourage
new thinking.

Ford’s EV effort is bench-
marking against Tesla’s mar-
gins, Lisa Drake, Ford’s vice
president of EV industrializa-
tion, has said. Last year, she

said the company will reach the
kinds of volumes of EV sales in
2026 that give them scale.
“That’s going to help us un-
lock some of that cost effi-
ciency that we need,” she said.
Similarly, Mr. Lache asked
General Motors Co. Chief Ex-
ecutive Mary Barra about
matching Tesla’s cost structure
and margins. “Our aim is to
have industry-leading margins
as we invest,” Ms. Barra said.

Watch a Video
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F3==r for a video on
what price cuts
mean for the
EV industry.

Amazon
Cuts More

Positions

Continued frompage Bl
nated.

He said the cuts would be
completed by mid- to late April.

Amazon had about 1.5 mil-
lion employees worldwide at
the end of December. It em-
ployed about 350,000 corporate
workers before its recent lay-
offs.

Since 2022, layoff tallies at
tech companies have reached
about 300,000 workers, accord-
ing to Layoffs.fyi, a site track-
ing job cuts in the industry.

Amazon has been passing
through one of the toughest
stretches of its history. The
company recently finished lay-
ing off 18,000 corporate em-
ployees, or about 5% of the to-
tal. Those cuts were
concentrated in its devices
business and recruiting and re-
tail operations.

In addition, Amazon has
made other changes that will
likely lead to higher voluntary
turnover than in recent years.
The company isn’t adjusting its
stock-heavy compensation
plans, meaning that many em-
ployees will effectively have
their pay cut this year, The
Wall Street Journal has re-
ported.

Amazon recently announced
a return-to-office plan begin-
ning next month that hasn’t
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Amazon plans to close eight of its cashierless Amazon Go stores on April 1.

been well received by some em-
ployees.

The job cuts to Amazon’s
cloud-computing unit come as
cloud customers have looked to
save money on infrastructure
and software costs, according
to Rick Villars, an analyst with
IDC. At the same time, new
growth opportunities for cloud
companies, such as in artificial
intelligence, aren’t yet making
a significant impact, he said.

“With Amazon being one of
the biggest players in the cloud
arena, it’s going to be visible in
their numbers,” Mr. Villars
said. Cloud spending in the U.S.
grew by 27% in the fourth
quarter, lower than the 31% av-
erage growth rate of the previ-
ous four quarters, according to
market analytics firm Synergy
Research Group.

Brian Olsavsky, Amazon’s
chief financial officer, in Febru-
ary said the company had seen
a continued slowdown in AWS
spending as customers have
looked to rein in costs. Ama-
zon’s advertising business,
which has become an increas-
ingly meaningful sales driver,
also saw a slowdown in the
fourth quarter, recording a 19%
increase in sales. AWS, Mr. Ol-
savsky said, would likely expe-
rience challenges “in at least
the next couple of quarters.”

AWS posted $22.8 billion in
operating income for last year.
The rest of the company com-
bined had an operating loss of
$10.6 billion.

Amazon has also cut back on
projects and pulled back invest-
ment in certain areas. This
month, it confirmed it was

pausing construction on a mas-
sive corporate real estate com-
plex near Washington, D.C.,
that it calls its second head-
quarters, or HQ2.

While the first phase of its
project is nearly complete, Am-
azon had originally planned to
break ground on the second
phase, which includes three 22-
story office buildings, during
the first quarter of 2023.

On the same day it revealed
its plans for HQ2, it also said it
would close eight of its cashier-
less Amazon Go stores through-
out Seattle, New York City and
San Francisco on April 1. The
closings add to other struggles
Amazon has had in physical re-
tail, including closing its physi-
cal book stores in 2022.

—Joseph De Avila
contributed to this article.
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Foot Locker
Expects 30%

Fall in

Sneaker retailer to
close stores and boost
pay, aiming to jump-
start growth

By Dia GILL

Foot Locker Inc. forecast a
year of declining sales and a
30% drop in profit as the com-
pany closes stores, exits busi-
nesses and spends more in ar-
eas such as technology and
wages.

The sneaker and athletic-
wear retailer said the changes
are part of a reset year under
new Chief Executive Mary Dil-
lon that is expected to yield
higher profit and sales start-
ing in 2024.

For the coming year, Foot
Locker expects its sales to de-
cline between 3.5% and 5.5%.
Adjusted earnings, meanwhile,
are projected to be $3.35 a
share to $3.65 a share for the
year, short of analyst expecta-
tions for $4.11 a share, accord-
ing to FactSet.

Shares in Foot Locker,
based in New York, closed
down 5.7% at $39.86 on Mon-
day. They are up 23% over the
past 12 months.

Profit

Ms. Dillon, the former CEO
of beauty-products retailer
Ulta Beauty Inc., took the
helm at Foot Locker in August
as the retail chain tried to
shift out of shopping malls
and lessen its dependence on
Nike Inc. She also planned to
improve Foot Locker’s digital
operations.

“We are clear-eyed about
the actions that we need to
take to simplify and make our
business more efficient,” Ms.
Dillon said Monday during a
meeting with analysts. “That
said, we are just as clear about
the possibilities ahead.”

Nike has previously made
up as much as 70% of Foot
Locker’s overall sales. That
figure began to decline in
2022 as the shoe company
provided Foot Locker with
fewer of its most popular
products, such as Air Jordan
sneakers. In the coming years,
Foot Locker is aiming for Nike
to account for as much as 60%
of its sales.

In addition to rebuilding its
relationship with Nike, Foot
Locker plans to continue di-
versifying its brand portfolio,
saying that Adidas, New Bal-
ance and Puma are among
brands that could make up a

Foot Locker says that Adidas, New Balance and Puma are among brands that could make up a larger portion of its sales by 2026.

larger portion of its sales by
2026. The company expects to
incur costs to exit some
brands, such as paying $25
million to wind down its Side-

$19M

Company’s net income for the
quarter ended Jan. 28,

step banner in Europe by
mid-2023.

Foot Locker also plans to
step up technology invest-
ments this year, and spend an
additional $40 million on
wages for front-line workers.
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The retailer said the
changes planned for this year
would result in strong growth.
For fiscal years 2024 through
2026, the company said it is
targeting sales growth of 5%
to 6% annually.

The outlook came after
Foot Locker reported a steep
decline in net income for the
fourth quarter, even as compa-
rable-store sales rose 4.2%.
The bottom line was hit by
higher markdowns needed to
clear inventory. Net income
came in at $19 million, or 24
cents a share, for the quarter
ended Jan. 28, down from
$102 million, or $1.02 a share,
a year earlier.

Overall sales fell slightly to
$2.33 billion, largely because
of the stronger dollar.

Foot Locker’s quarterly
net profit

$500 million
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$19 million

FY2021 22

Note: Fiscal quarter ended Jan. 28

Comparable-store sales,
change from a year earlier
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Sources: S&P Capitlal 1Q (profit); the company (sales)

Fleetcor

By LAUREN THOMAS

Payments company Fleet-
cor Technologies Inc. struck
an agreement with activist
shareholder D.E. Shaw Group
to refresh its board and con-
sider separating parts of its
business.

As part of the agreement
unveiled Monday, Fleetcor has

Strikes Board Deal With Activist Investor

appointed Rahul Gupta, the
former chief executive of
healthcare-billing and pay-
ments company RevSpring
Inc., to its board, as well as
another mutually agreed-upon
director.

Fleetcor appointed tech ex-
ecutive Annabelle Bexiga to its
board in January. One of its
longer-tenured directors is

soon expected to retire, the
company said Monday.
Fleetcor also said it plans
to pursue a strategic review of
its business, which could en-
tail a breakup, a process it
aims to complete by year-end.
While the Atlanta company
is primarily a global pay-
ments operator, helping cus-
tomers with online bill pay-

ments, expense management
and other tasks, it has multi-
ple businesses that don’t all
fall under that umbrella. They
include a global fuel-hauling
business and a hotel unit.
Fleetcor has previously said it
was working to simplify its
business.

D.E. Shaw’s position in
Fleetcor hadn’t been made

public before Monday.
Fleetcor in 2022 reported
revenue of $3.4 billion, up
about 21% from a year earlier.
This year, it has forecast reve-
nue will be between $3.8 bil-
lion and $3.85 billion, with
growth slowing as the com-
pany navigates a higher inter-
est-rate environment.
Fleetcor has a market value

of about $14 billion. Its shares
jumped about 6.4% to $199.08
Monday. The shares traded for
more than $300 just before
the pandemic.

D. E. Shaw typically prefers
to work with management be-
hind the scenes. The fund has
previously targeted shipping gi-
ant FedEx Corp. and home im-
provement retailer Lowe’s Cos.
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FTX CEO John J Ray Il has said that Bahamian authorities were stonewalling his investigation.

FTX Bahamas Affiliate Is
Sued Over Control of Assets

By BECKY YERAK

Managers of FTX are suing
a company affiliate based in
the Bahamas, seeking a bank-
ruptcy court ruling to end a
dispute with liquidators there
over who should control and
distribute assets of the failed
cryptocurrency exchange.

The managers said in their
complaint they are suing be-
cause of “serial threats” by the
liquidators of affiliate FTX
Digital Markets Ltd. to try to
move FTX’s bankruptcy pro-
ceedings to the Bahamas to
pursue the company’s cash,
crypto and other assets there.

FTX filed for chapter 11
bankruptcy protection in No-
vember at odds with the Baha-
mian liquidators of FTX Digital
Markets over control of the
company’s business and an un-
known amount of digital cur-
rency.

The liquidators and FTX
had cooled tensions in Janu-
ary, agreeing to share informa-
tion and secure and distribute
assets belonging to company
entities in the Bahamas and
abroad. But in their lawsuit
filed Sunday in U.S. Bank-
ruptcy Court in Wilmington,
Del., FTX’s U.S. managers said
the liquidators “continue to
cast confusion” over of the
company’s property.

Representatives for the lig-
uidators of FTX Digital Mar-

kets declined to comment
Monday.

FTX’s U.S. managers said in
their complaint the liquidators
have asserted claims to cash,
cryptocurrency, intellectual
property and customer rela-
tionships that should belong
to the company’s bankruptcy
estate.

The complaint also casts
FTX Digital Markets as a “cor-
porate shell” that company
founder Sam Bankman-Fried
and others built to harbor a
fraudulent enterprise in the
Bahamas, where the company
had moved its headquarters in
2021.

Federal prosecutors have
alleged Mr. Bankman-Fried
stole billions of dollars of FTX
customer funds and misled in-
vestors and lenders. He has
pleaded not guilty to charges
related to securities and com-
modities fraud, campaign-fi-
nance violations and other al-
legations.

FTX’s U.S. managers are
seeking a ruling from the
bankruptcy court that holds
FTX Digital Markets has no
ownership interest in the com-
pany’s property. They also
seek to void transfers of com-
pany funds by former FTX ex-
ecutives to the Bahamas, in-
cluding $143 million Mr.
Bankman-Fried and others al-
legedly sent to FTX Digital
Markets after the affiliate’s

founding.

Bahamian liquidators have
previously argued some FTX
assets are property of FTX
Digital Markets because the
company operated its global
business from the Bahamas,
where local regulators over-
saw its international exchange,
FTX.com.

FTX’s U.S. managers said in
their lawsuit that more than
90% of customers who used
the FTX.com exchange opened
accounts before FTX Digital
Markets started operating in
May 2022.

Bahamian regulators seized
FTX Digital Markets shortly
before John J. Ray III took
control of FTX and its other
related businesses as its chief
executive and put the com-
pany in chapter 11.

Mr. Ray has previously crit-
icized Bahamian authorities
for what he said was their
stonewalling of his investiga-
tion into transfers of FTX as-
sets in the days immediately
before and after the com-
pany’s collapse. Officials in the
Bahamas have disputed his
characterizations and said
their actions followed local
laws to protect FTX custom-
ers.

FTX estimated last week it
had a deficit of $6.8 billion be-
tween its assets and its debts
when it sought bankruptcy
protection from creditors.
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Panel accuses ex-chair
of using conglomerate
Tsinghua Unigroup as
‘his personal fiefdom’

By RAFFAELE HUANG

SINGAPORE—China’s top
antigraft watchdog leveled
corruption allegations against
the former chairman of com-
puter-chip conglomerate Tsin-
ghua Unigroup Co. and re-
ferred his case to prosecutors.

China’s National Supervi-
sory Commission on Monday
accused Zhao Weiguo, 55 years
old, of improperly buying
goods and services from com-
panies managed by his associ-
ates and of illegally involving
family members and friends in
Tsinghua Unigroup’s opera-
tions.

Mr. Zhao, who joined the
company in the 1990s, built
Tsinghua Unigroup into a ma-
jor player in semiconductors
through an aggressive series
of acquisitions—part of a gov-
ernment program to catch up
with the West in chip-making
capabilities.

Tsinghua Unigroup didn’t
respond to a request for com-
ment. Mr. Zhao couldn’t be
reached through Tsinghua
Unigroup, and it couldn’t be
determined if he has a lawyer.

Chinese media outlet Caixin
reported in July that Mr. Zhao
was taken from his home by
Chinese authorities for inves-
tigation. He hasn’t been seen
in public since. Mr. Zhao
stepped down from Tsinghua
Unigroup as chairman in July
2022, according to official cor-
porate registry.

The anticorruption agency
alleged that Mr. Zhao had
damaged the national interest.
In the Monday statement, it
described Mr. Zhao as
“greedy” and said he “took the
state-owned company he man-
aged as his private fiefdom.”

The move is the latest sign
of the troubles faced by
China’s semiconductor indus-
try, as some key players in the
sector undergo corruption

IMAGINECHINA/REUTERS

The move against Zhao Weiguo, shown in 2018, is the latest sign of trouble for the country’s chip sector.

probes after years of aggres-
sive investments into various
projects, some of which failed
or stalled.

In recent years, China has
spent billions of dollars on
chip projects as it tries to
catch up to the West in semi-
conductor technology and im-
prove its technological self-
sufficiency in the face of U.S.
sanctions.

Once hailed as China’s chip
champion, Tsinghua Unigroup
at one point counted Yangtze
Memory Technologies Co.,
China’s leading memory-chip
maker, as a subsidiary.

Mobile chip-set manufac-
turer Unisoc remains a subsid-
iary, as well as makers of
cloud-computing infrastruc-
ture and smart cards.

In recent years, however,
Tsinghua Unigroup has been
undergoing a series of bank-
ruptcy reorganizations after
defaulting on billions of dol-
lars in bonds.

Since July, the anticorrup-
tion agency has said it was
probing several senior execu-

tives and officials in the semi-
conductor industry, including
the general manager of China’s
national semiconductor fund—
China Integrated Circuit In-
dustry Investment Fund Co.—
which was a major investor in
Tsinghua Unigroup.

The company has
grown through an
aggressive series of
acquisitions.

To fund its chip expansions,
Tsinghua Unigroup relied
heavily on government sup-
port. Under Mr. Zhao, the
company also invested in vari-
ous other sectors such as fi-
nance, education and media.

Last July, Tsinghua Uni-
group said that it had com-
pleted a 20-month restructur-
ing that officially replaced its
two former owners, China’s
elite Tsinghua University and

a holding entity owned by Mr.
Zhao, with a consortium led
by two state-backed semicon-
ductor venture-capital firms.
That concluded its efforts to
restructure assets after a cred-
itor sought its bankruptcy in
2021.

Under the restructuring
plan, the company has paid
some debts with more than
$12 billion in cash and with
shares outstanding of its three
listed subsidiaries.

Tsinghua Unigroup said in
July that its crisis came from
its long-term disorderly ex-
pansions and mismanagement
of its assets, such as funding
big acquisitions with bank
loans and bonds.

“Unigroup’s development is
a microcosm of the growth of
China’s technology industry,
with both risks and opportuni-
ties,” Li Bin, the new chairman
of Tsinghua Unigroup, said in
a letter to company staff in
July that was publicly shared,
adding that the various Uni-
group businesses should coor-
dinate better.

ChatGPT Helps

Researchers Win
Hacking Contest

By Kim S. NasH

The ChatGPT AI bot has
spurred speculation about how
hackers might use it and simi-
lar tools to attack faster and
more effectively, though the
more damaging exploits so far
have been in laboratories.

In its current form, the
ChatGPT bot from OpenAl, an
artificial-intelligence startup
backed by billions of dollars
from Microsoft Corp., is
mainly trained to digest and
generate text.

For security chiefs, that
means bot-written phishing
emails might be more convinc-
ing than, for example, mes-
sages from a hacker whose
first language isn’t English.

Today’s ChatGPT is too un-
predictable and susceptible to
errors to be a reliable weapon
itself, said Dustin Childs, head
of threat awareness at Trend
Micro Inc.’s Zero Day Initia-
tive, the cybersecurity com-
pany’s software vulnerability-
hunting program.

“We’re years away from Al
finding vulnerabilities and do-
ing exploits all on its own,”
Mr. Childs said.

Still, that won’t always be
the case, he said.

Two security researchers
from cybersecurity company
Claroty Ltd. said ChatGPT
helped them win the Zero Day
Initiative’s hack-a-thon in Mi-
ami last month.

Noam Moshe, a vulnerabil-
ity researcher at Claroty, said
the approach he and his part-
ner took shows how a deter-
mined hacker can employ an
Al bot.

Generative Al—algorithms
that create realistic text or im-
ages built on the training data
they have consumed—can sup-
plement hackers’ know-how,
he said.

The goal of the three-day
event, known as Pwn20wn,

was to disrupt, break into and
take over Internet of Things
and industrial systems. Before
arriving, contestants chose
targets from Pwn20wn’s list,
and then prepared tactics.

Mr. Moshe and his partner
found several potential weak
points in their selected sys-
tems. They used ChatGPT to
help write code to chain the
bugs together, he said, saving
hours of manual development.
No single bug would have al-
lowed the team to get very far,
he said, but manipulating
them in a sequence would.

At the contest, Mr. Moshe
and his partner succeeded all
10 times they tried, winning
$123,000.

“A vulnerability on its own
isn’t interesting, but when we
look at the bigger picture and
collect vulnerabilities, we can
rebuild the chain to take over
the system,” he said.

OpenAl and other compa-
nies with generative Al bots
are adding controls and filters
to prevent abuse, such as to
prevent racist or sexist out-
puts.

Some bad actors will likely
try to get around any cyberse-
curity boundaries the bots are
taught, said Christopher
Whyte, an assistant professor
of cybersecurity and homeland
security at Virginia Common-
wealth University.

Rather than instructing a
bot to write code to take data
from a computer without a
user knowing, a hacker could
try to trick it to write mali-
cious code by formulating the
request without obvious trig-
gers, Mr. Whyte said.

It is similar to when a
scammer uses persuasion to
trick an office worker to re-
veal credentials or wire money
to fraudulent accounts, he
said. “You steer the conversa-
tion to get the target to by-
pass controls,” he said.
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Tensions Rise in Port Labor Talks

By PAuL BERGER

Tensions in long-running
contract talks at West Coast
ports are worsening, with em-
ployers accusing unionized
dockworkers of slowing cargo
handling at the ports of Los
Angeles and Long Beach, the
nation’s busiest gateway for
imported consumer goods.

The sharp rhetoric marks a
shift from a longstanding
agreement to maintain public
silence on issues around the
negotiations, which began last
spring. The two sides appear
to be no closer to bridging the
gap on their disagreements,
pointing to the possibility of
deeper disruptions to U.S.
trade flows.

The Pacific Maritime Asso-
ciation, which represents
ocean carriers and port em-
ployers, said Monday that
dockworkers at the ports of
Los Angeles and Long Beach
had stopped staggering work
shifts during mealtimes start-
ing this past Wednesday.

The PMA said that has
forced terminals to shut down
every day for an hour in the
afternoon and another hour at
night, interruptions that have
triggered “significant delays”
in cargo operations and long
backups of trucks at terminal
gates.

Willie Adams, the president
of the International Longshore
and Warehouse Union repre-
senting dockworkers, said his
members are allowed “to take
a lunch break just like every-
one else.”

Union officials said truck
backups can form outside ter-
minals for many reasons and
that the PMA was highlighting
the recent queues to influence
public opinion.

The exchanges between the
PMA and the ILWU mark the
first time the two sides have
launched public barbs since
negotiations began in May
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The talks stalled last summer and have sputtered as dockworkers and employers struggled to find common ground on a range of issues.

2022 on a multiyear contract
covering more than 22,000
dockworkers at 29 ports from
California to Washington.
West Coast dockworkers have
been working without a con-
tract since the last agreement
expired in July.

As recently as Feb. 23, the
PMA and the ILWU issued a
joint statement saying the par-
ties “continue to negotiate and
remain hopeful of reaching a
deal soon.” Talks were sched-
uled to resume Tuesday, ac-
cording to the PMA.

Previous contract negotia-
tions over the past two de-
cades have been contentious
and marked by freight delays
that cost individual retailers
millions of dollars in increased
expenses and lost sales as

dockworkers slowed opera-
tions and employers locked
out workers.

Shipping-industry execu-
tives and Biden administration
officials had hoped the current
talks would go more smoothly,
given that they came so soon
after cargo bottlenecks at
West Coast ports during the
Covid-19 pandemic underlined
the critical role the gateways
play in the U.S. economy.
Some administration and in-
dustry officials had hoped a
deal would be reached by
early fall.

The talks stalled last sum-
mer and have sputtered since
then as dockworkers and em-
ployers struggled to find com-
mon ground on a range of is-
sues that include the

assignment of jobs and the use
of automated handling equip-
ment on the docks.

Although there have been
some sporadic disruptions in
California and Washington
since the talks began, last
week’s slowdowns at Los An-
geles and Long Beach mark
the first time actions have af-
fected so many cargo-handling
operations at once.

Many importers last sum-
mer started diverting cargoes
to East and Gulf Coast ports in
anticipation of potential labor
disruptions, and a decline in
cargo volumes at Los Angeles
and Long Beach, the main
gateways for U.S. trade with
Asia, has accelerated this
year. Combined container im-
ports at the neighboring ports

dropped 38% last month from
a year earlier, to their lowest
level since March 2020.

Port of Los Angeles Execu-
tive Director Gene Seroka
blamed the drop on factors in-
cluding a reduction in global
trade and on cargo being di-
verted because of the labor
negotiations. “Cargo owners
have made it clear that they
want the certainty of a signed
deal,” Mr. Seroka said Friday.

The PMA said the previous
contract gave employers the
right to assign staggered
shifts during mealtimes. The
employer group said that be-
cause the contract expired,
there is no mechanism to arbi-
trate the dispute and to re-
quire dockworkers to maintain
uninterrupted operations.

Gerber
Formula
Recalled
Over
Bacteria

By CoLIN KELLAHER

Perrigo Co. is recalling
several batches of Gerber
brand baby formula because
of the possible presence of a
common bacteria.

The Dublin-based company
said the recall involves certain
lots of Gerber Good Start
SoothePro powdered formula
that were made in January at
its plant in Eau Claire, Wis.

Perrigo said it is recalling
the formula out of an abun-
dance of caution because of
the potential presence of
Cronobacter sakazakii, a bac-
teria commonly found in the
environment that causes no
symptoms in most people but
can lead to poor feeding, ex-
cessive crying or low energy
in premature infants, infants
under 2 months of age or in-
fants with weakened immune
systems.

Perrigo said no distributed
product has tested positive
for the presence of the bacte-
ria and that no adverse events
have been reported.

The company said the re-
call doesn’t affect any other
products made at the Eau
Claire plant, which it ac-
quired last year from Nestlé
SA, or any other of its other
facilities.

The Perrigo recall comes
on the heels of last year’s
baby formula  shortage
sparked by supply-chain prob-
lems and the shutdown of an
Abbott Laboratories plant as a
result of bacterial contamina-
tion.

Bed Bath Stock Falls 21%,

Complicating

By ALEXANDER GLADSTONE

Bed Bath & Beyond Inc.s
shares fell 21% Monday after
the retailer disclosed substan-
tial dilution from a recent eq-
uity deal, potentially preventing
it from raising more money
from a crucial investor, hedge
fund Hudson Bay Capital Man-
agement LP.

The home-goods retailer’s
stock closed at 81 cents Mon-
day, after it said Friday that the
number of its common shares
had nearly tripled to at least
335 million as of March 15 from
117 million as of late January.

The number of shares out-
standing ballooned because in-
vestors including Hudson Bay
have been converting their pre-
ferred shares into new common
shares in recent weeks as the
result of the complex equity
deal the company struck last
month. Those investors put in
an initial $225 million and
agreed to fund an additional
$800 million over 10 months
provided that certain conditions
are met, including Bed Bath &
Beyond maintaining a certain
volume-weighted-average price
threshold for its stock.

The company raised an addi-

Fundraising

| —

EMILY ELCONIN/REUTERS

The retailer avoided bankruptcy after striking the Hudson Bay deal.

tional $135 million through the
deal as of March 7, bringing the
total amount raised to at least
$360 million.

Last week, Bed Bath & Be-
yond reached an amendment
with Hudson to temporarily
lower the stock-price threshold
to $1 until April 3, from an orig-
inal threshold of at least $1.25.

The company said that the
amendment would “facilitate
further funding of up to $100
million in April 2023.”

However, with the stock
dropping to less than $1 on

Monday, Bed Bath & Beyond
could potentially violate the
price threshold. If that happens,
Hudson Bay and other investors
won’t have to exercise warrants
to purchase more preferred
shares, hedge-fund analysts
said. The retailer narrowly
avoided bankruptcy after strik-
ing the deal with Hudson Bay,
and has been using the pro-
ceeds from the transaction to
buy inventory.

Bed Bath & Beyond and Hud-
son Bay didn’t respond to re-
quests to comment.

Growth Investor JMI Equity
Collects $2.4 Billion for Fund

By TED BUNKER

Growth investor JMI Equity
overcame a difficult fundraising
market to wrap up its 11th main
fund with commitments of $2.4
billion, completing a fundrais-
ing drive during a period when
many smaller firms struggled
to reach their capital goals.

The Baltimore firm said it
had a $2 billion target for the
new vehicle, JMI Equity Fund
XI, when it first registered the
fund with the Securities and
Exchange Commission in Feb-
ruary 2022.

A JMI Equity spokesman
said the firm wouldn’t com-
ment about the fundraising ef-
fort.

Last year saw a rapid defla-
tion of the market in which pri-
vate-equity firms raise funds,
data provider Preqin Ltd. has
said. The London researcher
has said that combined, funds

raised for private equity and
venture capital fell 15% last
year to $785.19 billion com-
pared with 2021. Analysts also
have said that conditions last
year made it far tougher for
firms looking to raise smaller
funds compared with those
seeking $10 billion or more.

Backers of Fund XI include
the State of Wisconsin Invest-
ment Board, which pledged $75
million during the first quarter
of last year, and the Massachu-
setts Pension Reserves Invest-
ment Management Board,
which committed up to $100
million in late 2021, according
to public disclosures by both
pension managers.

JMI Equity, whose managing
general partners work from
Baltimore and La Jolla, Calif.,
began the new fundraising
drive about a year after closing
JMI Equity Fund X LP with
commitments of about $1.7 bil-

lion. The new fund is about 41%
bigger than its predecessor.

The investment strategy
pursued by JMI Equity focuses
on software and technology-en-
abled services and can include
majority and minority stakes in
target businesses, mainly in
North America, according to a
regulatory filing. JMI typically
writes initial checks of $25 mil-
lion to $250 million per invest-
ment, according to a news re-
lease. Overall, the firm
managed about $7.5 billion at
the end of 2021, the regulatory
filing shows.

JMI Equity said it is backing
three businesses through the
new pool so far, including soft-
ware maker Businessolver Inc.,
which specializes in company
benefits management; property
marketing technology specialist
Visiting Media LLC; and proj-
ect-management application
maker Unanet Inc.
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CLASS ACTION

IN THE UNITED STATES DISTRICT COURT
FOR THE WESTERN DISTRICT OF TEXAS

AUSTIN DIVISION

IN RE SOLARWINDS CORPORATION SECURITIES LITIGATION ‘

Case No. 1:21-cv-00138-RP
CLASS ACTION
SUMMARY NOTICE OF (I) PENDENCY OF CLASS ACTION AND

PROPOSED SETTLEMENT; (II) SETTLEMENT FAIRNESS HEARING; AND
(I11) MOTION FOR ATTORNEYS’ FEES AND LITIGATION EXPENSES

TO: all persons who purchased or otherwise acquired SolarWinds Corporation (‘“SolarWinds”) common stock
during the period from October 18, 2018 through December 17, 2020, inclusive (the “Class Period”’), and who
were damaged thereby (the “Settlement Class”):

PLEASE READ THIS NOTICE CAREFULLY. YOUR RIGHTS WILL BE AFFECTED BY A CLASS ACTION
LAWSUIT PENDING IN THIS COURT.

YOU ARE HEREBY NOTIFIED, pursuant to Rule
23 of the Federal Rules of Civil Procedure and an Order
of the United States District Court for the Western District
of Texas (the “Court”), that the above-captioned securities
class action (the “Action”) is pending in the Court.

YOU ARE ALSO NOTIFIED that Lead Plaintiff in
the Action, on behalf of itself and the Settlement Class, has
reached a proposed settlement of the Action for $26,000,000
in cash (the “Settlement”). If approved, the Settlement will
resolve all claims in the Action.

A hearing will be held on July 28, 2023 at 2:00 p.m.,
before the Honorable Robert Pitman at the United States
District Court for the Western District of Texas, Austin
Division, Courtroom 4 of the United States Courthouse,
501 West Fifth Street, Austin, Texas 78701, to determine:
(i) whether the proposed Settlement should be approved as
fair, reasonable, and adequate; (ii) whether, for purposes of
the proposed Settlement only, the Action should be certified
as a class action on behalf of the Settlement Class, Lead
Plaintiff should be certified as Class Representative for the
Settlement Class, and Lead Counsel should be appointed
as Class Counsel for the Settlement Class; (iii) whether
the Action should be dismissed with prejudice against
Defendants, and the Releases specified and described
in the Stipulation and Agreement of Settlement dated
November 28, 2022 (and in the Notice) should be granted;
(iv) whether the proposed Plan of Allocation should be
approved as fair and reasonable; and (v) whether Lead
Counsel’s application for an award of attorneys’ fees and
expenses should be approved.

If you are a member of the Settlement Class,
your rights will be affected by the pending Action and
the Settlement, and you may be entitled to share in
the Net Settlement Fund. If you have not yet received
the Notice and Claim Form, you may obtain copies of
these documents by contacting the Claims Administrator
at: SolarWinds Securities Litigation, c/o Epiq, P.O.
Box 3217, Portland, OR 97208-3217, 1-877-890-0042,
info@SolarWindsSecuritiesLitigation.com. Copies of the
Notice and Claim Form can also be downloaded from the
Settlement website, www.SolarWindsSecuritiesLitigation.com.

If you are a member of the Settlement Class, in order
to be eligible to receive a payment from the Settlement,
you must submit a Claim Form postmarked (or submitted
online) no later than July 7, 2023. If you are a Settlement

Class Member and do not submit a proper Claim Form, you
will not be eligible to receive a payment from the Settlement,
but you will nevertheless be bound by any judgments or
orders entered by the Court in the Action.

If you are a member of the Settlement Class and wish
to exclude yourself from the Settlement Class, you must
submit a request for exclusion such that it is received no
later than July 7, 2023, in accordance with the instructions
set forth in the Notice. If you properly exclude yourself
from the Settlement Class, you will not be bound by any
judgments or orders entered by the Court in the Action
and you will not be eligible to receive a payment from
the Settlement.

Any objections to the proposed Settlement, the
proposed Plan of Allocation, or Lead Counsel’s motion for
attorneys’ fees and expenses must be filed with the Court
and delivered to Lead Counsel and SolarWinds’ Counsel
such that they are received no later than July 7, 2023, in
accordance with the instructions set forth in the Notice.

Please do not contact the Court, the Office of
the Clerk of the Court, Defendants, or their counsel
regarding this notice. All questions about this notice, the
proposed Settlement, or your eligibility to participate
in the Settlement should be directed to the Claims
Administrator or Lead Counsel.

Requests for the Notice and Claim Form should be
made to:

SolarWinds Securities Litigation
c/o Epiq
P.O. Box 3217
Portland, OR 97208-3217
1-877-890-0042
info@SolarWindsSecuritiesLitigation.com
www.SolarWindsSecuritiesLitigation.com

Inquiries, other than requests for the Notice and Claim
Form, should be made to Lead Counsel:

John Rizio-Hamilton, Esq.
Bernstein Litowitz Berger & Grossmann LLP
1251 Avenue of the Americas, 44th Floor
New York, NY 10020
1-800-380-8496
settlements @blbglaw.com

By Order of the Court

! Certain persons and entities are excluded from the Settlement Class by definition, as set forth in the full Notice of
(I) Pendency of Class Action and Proposed Settlement; (II) Settlement Fairness Hearing; and (IIT) Motion for Attorneys’
Fees and Litigation Expenses (the “Notice”), available at www.SolarWindsSecuritiesLitigation.com.

THE WALL STREET JOURNAL.

THE

PUBLIC NOTICES

N THE MATTER OF
THE COMPANIES ACT, 1981

MARRETPLACE

ADVERTISE TODAY

(800) 366-3975

For more information visit:
wsj.com/classifieds

© 2023 Dow Jones & Company, Inc.

All Rights Reserved.

6 Figure Commissions
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M & A BUSINESS BROKERS I ;
Buyingand Selling Businesses IN THE MATTER OF

WYNDHAM INSURANCE COMPANY (SAC) LTD:
FMRPG Il AND FIRPG
(In Receivership)

NOTICE IS HEREBY GIVEN that the Creditors of the
above named Company are required on or before 7
April 2023 to submit their names and addresses and
particulars of their debts or claims to the undersigned,
the Joint Receivers of the said Company, at Deloitte
Ltd., Corner House, 20 Parliament Street, Hamilton,
HM 12, Bermuda, and if so required by Notice in writing
from the said Receiver, to come in and prove their
said debts or claims at such time and place as shall be
specified in such Notice or in default of any of the above
requirements, they will be excluded from the benefit of
any distribution made before such debts are proved.
Dated: 20 March 2023
Rachelle Frisby
Joint Receiver
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Five-year €D, annual yield 278 278 | 049 § 279 | 1.49  US.TreasuryLong Bloomberg3340.550 3,790 3.780 4570 2.540 -17.220-10.082 COmmodities o o
:;)-year morttgage, ffixed’ Zgg 2(2)3 3;3 : o Zg; ;3(1) Aggregate Bloomberg  1998.110 4410 4450 5210 2850 -6.064 -1943 ose Nt g han e e oo
-year mortgage, fixed' 2 . A1 io0. A Fixed-Rate MBS, Bloomberg1976.320 4410 4520 5380 2910 -6.285 -2.850 -

Jumbo mortgages, $726200plus 705 7.13 | 459 ° e 744| 292 - DJ Commodity 97216 111 011 125161 967.84 -18.70 -7.30
Fi dimort RV 571 581 315 | Coar| 225 HighYield100,ICEBofA  3160.834 8261 8225 8.753 5.329 -4.414 7.169 Refinitiv/CC CRBIndex 25517 052 020 32959 25403 -1482 -8.13
Ive-year ad) mortgage f 5 . : . ) - . - ) : - :
New-carloan, 48-month 675 675 | 358 o 77| 23 Muni Master, ICE BofA 566.996  3.090 3.192 3936 2047 -1168 2.727 Crude oil, $ per barrel 67.64 090 135 12211 6674 3967 -15.72
Bankrate.com rates based on survey of over 4,800 online banks. *Base rate posted by 70%of thenation'slargest ~ EMBI Global, JP. Morgan 774483 7.863 7749 9159 5919 -6.958 1336 Natural gas, $/MMBtu 2223 0115 492 9.680 2073 -54.63 -5032

banks.T Excludes closing costs.

Sources: FactSet; Dow Jones Market Data; Bankrate.com

Sources: J.P.Morgan; Bloomberg Fixed Income Indices; ICE Data Services

Gold, $ per troy oz. 197920 940 048 198290 162330 262 877
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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 Cattle-Feeder (CME)-50,000 Ibs; cents per Ib. June 12226 1.2313 12191 12307 .0084 176,962 Mini S&P 500 (CME)-$50 x index
parm— 0 March 189550 189.750 188175 188.200 -650 3507  Swiss Franc(CME)-CHF 125,000;$ per CHF June 396375 3989.50 3897.25 3983.00 36.00 2,089,052
oven  Hi horr]nr;c low  Sette  Ch intefsgt May 200500 200875 198875 199.150 -800 20,118  June 1.0926  1.0942 10853  1.0889 -.0031 35542  Sept 398175 4019.50 392500 4014.00 3750 3,544
c _ ;" 9 _ 9 Cattle-Live (CME)-20,000 Ibs; cents per b. Sept 11011 11026 10952 10989 -003L 372 Mini S&P Midcap 400 (CME)-$100 xindex
opper-High (CMX)-25,0001bs; $ per b. April 163.100 163.100 161.925 162.025 -300 58,711 Australian Dollar (CME)-AUD 100,000; $ per AUD June 240420 2451.80 vV 235220 243210 4170 41,879
March 39370 3.9825 3.9240 39755 0.0620 1,829 June 156.750 157.025 vV 155450 155525 -.875 129,511 April 6712 6736 6673 6723 .0003 540 Sept 2449.70  39.90 na.
May 3.9085  3.9700 38550 39515 0.0590 116,258  Hogs-Lean (CME)-40,000 Ibs; cents perb. June 6735 6753 6688 6739 0003 147,663  MiniNasdagq100 (CME)-$20 xindex
Gold (CMX)-100 troy 0z; $ per troy oz. April 78700 79.025 V77425 77.775 -2100 44782 Mexican Peso (CME)-MXN500,000:$ per MXN June  12690.00 12750.00 1252525 1268850 43.75 218,912
March 198830 2003.90 A 196890 1979.20  9.40 353 June 91500  92.950 90800 91875 -1450 83951  April 05181 05284 05180 05284 00027 17
" p X / X . / Sept 1282650 12867.50  12653.00 12813.75 44.25 922
April 1989.70 201490 A 1970.00 1982.80  9.30 181,509 Lumber (CME)-110,000 bd. ft, $ per 1,000 bd. ft. June 05207 05230 05105  .05223 .00027 222,588 Mini Russell 2000 (CME)-$50 xindex
May 200050 202170 A 197910 199100 970 286  May 45010 468.00 44000 44340 700 1594 Eyro (CME)-€125,000;$ per € Jun 174920 177940 A 170800 176070 2230 484,894
J 200860 203170 A 198690 199970 950 245562  Milk (CME)-2000001bs, cents perlb. i ey e : ; - : : '
une X . . . . , March R Bor 1805 -2 sio Al 1.0709  1.0749 10650 10741 0040 2064  MiniRussell 1000 (CME)-$50 x index
A 2023.00 2047.90 A 200400 201650 9.40 20,781 - : - - B /
Ot'tg 50090 A06Les & 202080 203310 000 e A 1900 1944 A 1894 1902 -15 5122  June 10734 1.0791 10691 10782 0041 719832 jyne  2167.00 218590 A 216410 218200 1870 6,801
Palladium (NYM)- 50 troy 02: per troy oz " : ’ Cocoa (ICE-US)-10 metric tons; $ per ton. U.S. Dollar Index (ICE-US)-$1,000 x index
palia v 0z; $ per troy a5 1450 5 My 2715 2,79 2713 2785 47 131,735 June 10342 103.64 10291 10293  -43 34854
41300 142400 37450 140060 1450 1130 2698 2,766 2697 27% 35 80,126  MiniDJIndustrial Average (CBT)-$5x index Sept 10330  103.39 10267 10265 -.43 490
Platinum WMy S0 toyoz Spertoyor. e dCEUS)3500bs;centsperlh Jne 3242 3510 31657 356 385 79672
g : March 18490 190 1 sept 32354 32684 V31862 32659 425 59 Source:FactSet
March 99490 18.20 2 May 17460 178.80 17335 17850 190 75242
July 986.10 1009.00 97250 99740 1650 36,273  Sugar-World (ICE-US)-112,000 Ibs; cents per Ib.
Silver (CMX)-5,000 troy oz; § per troy oz. May 2050 20.69 2042 2048  -19 361,805
March 22630 22720 22415 22533 0182 73 July 2005 2016 992 199 -1 20754 | Bonds | wsj.com/market-data/bonds/benchmarks
May 22710 22.855 22350 22646 0184 97,992  Sugar-Domestic (ICE-US)-112,000 Ibs; cents per b.
Crude Oil, Light Sweet (NYM)-1,000 bbls; $ per bbl. May 37.50 1,850 .
April 6662 6770 V6412  67.64 090 5009  July 3745 23 | Tracking Bond Benchmarks
Cotton (ICE-US)-50,000 Ibs; cents per Ib.
May 6690 6790 V 6436  67.82 089 358713 R ) d q T q ields paid toi dwith52 K
June 6707 6806 Y 6458 6799 087 242050  May 7760 7949 V7668 7722 -61 94,036 eturn on investment and spreads over Treasurys an /or yields paid to investors compared with 52-wee
July 6716 6808 V 6466 6801 085 176445  DeC 7925 80.92 v 7825 7881  -70 45943 | highsand lows for different types of bonds
Orange Juice (ICE-US)-15,000 Ibs; cents per Ib.
Sept 6681 6777 V6460 6771 079 118,051 Total Total
May 24385 24385 23615 23815 -440 8,602
Dec 66.24 6712 V6413 6704 074 217069 5275 23700 5870 23055 450 959 return  YTDtotal — Yield(%) —  retum  YTDtotal — Vield (%) —
NY Harbor ULSD (NYM)-42,000 gal;; $ per gal. i ) i ) close return (%) Index Latest Low High close return (%) Index Latest Low High
May o100 25718 A8 25578 0106 70762 - Intrest Rate Futures Broad Market Bloomberg Fixed Income Indices Mortgage-Backed Bloomberg Fixed Income Indices
Gasoline-NY RBOB (NYM)-42,000 gal; $ per gal. tra Treasury Bonds (CBT) - $100,000; pts 32nds of 100% 1976.32 2.0 Mortgage-Backed 4410 2910 5.380
April 25015  2.5377 24096 25360 0345 55,457 March  144-090 144-300 141-200 142-020 -1-21.0 471 199811 l 24 US Aggregate 4410 2850 5.210 l 929
May 24623 24986 23792 24968 0310 80,213 #Irr:asur;[ggrznodsiiss_gomooo Olgl'thz 341}219(90(;1-30-0 1435160 | U.S.Corporate Indexes Bloomberg Fixed Income Indices 1947.50 [12.2  Ginnie Mae (GNMA) 4440 2890 5370
Natural Gas (NYM)-10,000 MMBtu;; $ per MMBtu. -»100,000, pts 22nds of LU0% ;
_ (NYMD 155 per MMBtu March 130240 131260 129290 130-000 -1-090 5242 | 293137 [l21  Us.Corporate 5.360 3600 6130 116282 [2.0  Fanniemae (FNMA) 4400 2920 5390
April 2347 2427 Zoll 2223 L5 83856 LT 13560 133200 131-030 131-140 -1-09.0 1,208,752
May 2460 2521 234 23l -115 31924 3 N g . o e 2825.02 [115 Intermediate 5310 3310 6.050 1782.26 [12.0 FreddieMac(FHLMC) 4390 2910 5370
July Sess 291 53 273 08 102857 reasury Notes (CBT)-$100,000; pts 32nds of 100%
g . . g - g March  115-300 115-300 114-105 114-190 -17.0 550 567.00 1.9 MuniMaster 3090 2.047 3.936
Sent 2oL 290 2772 2778 0B 97366 e | 11500 16200 114250 115030 2304161724 395531 i34 Longterm 5440 400 6370 : ; =7 L 2
c . . . - - / 5 Yr. Treasury Notes (CBT)-$100,000; pts 32nds of 100% 572.12 2.6 Double-A-rated 4630 3110 5320 406.28 21 7-12year 2728 2074 3.794
Jan'24 3875 3910 V3809 3816 -.059 76,776 March ~ 110-170 110-200 109-037 109-070 -19.7 420 - l - : :
- June  109-280 110-310 109-137  109-225 -16.7 4,400,770 | 776.46 [121  Triple-B-rated 5650 3870 6.440  453.40 [124 12-22year 3601 2345 4.428
Agriculture Futures ﬁYr'hTre?()s;;ggN?(}gejs(gBT)ﬂlggigggptli;ﬂ?;o“?% 21 | HighYieldBondsICE BofA 2411 29 22:plusyear 1319 2633 5.3
Corn (CBT)-5,000 bu; cents per bu. June 103195 104075 103135 103195 562339045 14 HighVieldC d Global G ©JP Morgan'
) ; B - - - - -5.6 2,339, 469.74 N igh Yield Constrained 9,037 5.940 9.623 lobal Government J.P. Morgan
May 633.00  634.00 62500  633.00 -125 500488 30 pay Federal Funds (CBT)-$5000,000;100- daily avg. | 9
July 616.00  617.00 608.25 61550 -2.25 349792 March 953750 95.3875 953600 953700 -.0050 176,222 | 433.15 [713.0 Triple-C-rated 15457 9837 16916  537.94 [113.1 Global Government 2770 1590 3.250
Oats (CBT)-5,000 bu; cents per bu. April 952350 953250 952200 95.2450 -.0250 523,353 —
May 34575 36175 34525 35575 775 3027 10 Yr.Del.Int.Rate Swaps (CBT)-$100,000; pts 32nds of 100% 3160.83 [ 1.5 HighYield100 8.261 5329 8753  789.48 [ 3.4 Canada 2970 2330 3.780
July 347.50  359.75 347.50 35325  6.00 758 June 98-105  98-265 98-000  98-080 -16.5 10,539 . . EMUS
Soybeans (CBT)-5,000 bu; cents per bu. Three-Month SOFR (CME)-$1,000,000: 100 - daily ava. 410.28 [ 11  GlobalHighYield Constrained 9,131 6.201 9.945  344.95 l 3.6 2909 1.074 3.490
May 1473.00 1487.75 Vv 1462.00 1486.00  9.50 303,669 March 952250 95.3075 951450  95.1800 -.0550 1,029,550 | 312 04 [ 1.0  EuropeHigh Yield Constrained 7.879 4.313 8.508  639.93 [ 3.3 France 2.760 0930 3.310
July 145800 146825 V 144275 146675 550 170,936  June 955600 95.8700 954150 955100 -.1100 1,616,525 : : : o e
Soybean Meal (CBT)-100 tons; $ per ton. Eurodollar (CME)-$1,000,000; pts of 100% U.S Agency Bloomberg Fixed Income Indices 458.41 [ 3.4 Germany 2,130 0380 2.760
May 465.00  468.00 45750 46270 -330 194590  April 949475 951200 A  94.8375 94.8750 -.0150 117,172
July 45810 46130 45050 45570 -350 112730  June 951450 954100 950050 95.0800 -.0550 619,645 | 1724.02 120 UsAgency 4300 2370 5080  285.27 [72.7 Japan 0740 0510 1.060
Soybean Oil (CBT)-60,000 Ibs; cents per Ib. Sept 955750 95.9750 954350 95.5700 -.1300 616,165 10-20 years
Moy 5133 3839 ceor | 5799 53 1s9572  Dec fapetagi et 95.6750 957950 1100 590400 | 227 |18 V! 4290 2310 5100  495.79 [13.4 Netherlands 2450 0610 3.000
July 5737 5840 56.05  57.94 46 114,523 C Fut 3345.29 | 20-plus years 4500 3000 5.240  808.04 [133 uk 3580 1610 4.690
Rough Rice (CBT)-2,000 cwt; $ per cwt. urrency Futures - )
’ ' 2585.51 2.0 Yankee 5060 3290 5.840  774.48 0.8  Emerging Markets™ 7.863 5919 9.159
May 1707 1734 1700 1731 11 497 Japanese Yen (CME)-¥12,500,000;$ per 00¥ | |
Sept 15.45 15.45 15.45 15.45 .06 2315 April 7650 7692 7570 7648 0020 945 ‘Constrained indexes limit individual issuer concentrations to 2%; the High Yield 100 are the 100 largest bonds “Inlocal currency § Euro-zone bonds
Wheat (CBT)-5,000 bu; cents per bu. June 7710 7763 7639 7719 0020 166,781 | *EMBIGlobalIndex Sources: ICE Data Services; Bloomberg Fixed Income Indices; J.P.Morgan
May 70850  708.50 695.25 70075 -9.75 184497  Canadian Dollar (CME)-CAD100,000;$ per CAD
July 718.25 718.25 703.50 70850 -11.00 98,375 April 7303 7329 7278 7323 .0029 345 I b I d Id
Wheat (KC)-5,000 bu; cents per bu. June 7302 7336 7285 7330 0029 179797 | Global Government Bonds: Mapping Yields
May 83025 83375 820.00 829.75 -6.00 79,581 British Pound (CME)-£62,500; $ per £ - pping
July 81825 82200 808.00 81525 -7.50 50316  April 12195 12293 12177 12289 0083 1662 | Yields and spreads over or under U.S. Treasurys on benchmark two-year and 10-year government bonds in

CaSh PriceS | wsj.com/market-data/commodities

Monday, March 20,2023

These prices reflect buying and selling of a variety of actual or “physical” commodities in the marketplace—
separate from the futures price on an exchange, which reflects what the commodity might be worth in future

months.
Monday Monday Monday
m Iron Ore, 62% Fe CFR China-s 1265 Wheat,Spring14%-pro Mnpls-u 10.4150
Shredded Scrap, US Midwest-s,m na. Wheat,No.2 soft red,St.Louis-u 6.9075
Coal,C.Aplc,12500Btu,1.2S02-rw 88.800 Steel, HRCUSA, FOB Midwest Mill-s 1160 Wheat - Hard - KC (USDA) $perbu-u  8.8375
Coal PwdrRvrBsn,8800Btu08502-tw  14.950  Battery/EV metals Wheat Nolsoft whitePortld OR-u__7.7500
BMILithium Carbonate, EXW Ching, =992%w 51125 “
BMILithium Hydroxide, EXW China, =56.5%-vw 59875 w—
Gold, per troy oz BMI Cobalt sulphate, EXW Ching, >205%-ym 5760~ Beefcarcass equiv.index
Engelhard industrial 198400  BMINickelSuiphate, EXW China, >22%vm 5616 Choice1-3600-900 bs-u 57.89
Handy & Harman base 196935  BMIFleGraphie FOBChna A00Mesh 9495%-om 768 Bse!leCt 1&31500]900 'bs-'tlé i";oﬁ
- " . roilers, National comp wtd.avg-uw 1.
rondy & farman febrcated 1188 Fibers and Textiles Butter A Chicago-d 24100
LBMA Gold Price PM 196210 Burlap10-0z40-inchNYyd-nw 07100 Eﬂeddar cheese bb Chicago-d 195.25
. eddar cheese,blk,Chicago-d 199.00
Krugerrand,wholesale-e 2067.01 Cotton,11/16 std Iw-mdMphs-u 0.7622 M ) ,
g - ik, Nonfat dry,Chicago Ib.-d 116.75
Maple Leaf-e 2116.46 Cotlook A’ Index-t *93.55 Coffee Brazilian.Comp-

- g C . ) , ,Comp-y 1.8667
American Eagle-e 2116.46 Hides hvy native steers piece fob-u N Coffee Colombian, NY-y 2.2474
Mexican peso-e 255182 Wool 64s,staple Terr del-uw na.  Eqgsla hite Chicago- ’
Austria crown-e 1941.84 - gs,/arge wi ite Chicago-u 3.2850
el cransanreeas  INECHTH A NN
Silver, troy oz. Barley,top-quality Mnpls-u na. Hogs, lowa-So. Minnesota-u 32:49
Engelhard industrial 224500 Bran,wheat middlings, KC-uw 165 Pork bellies,12-14 b MidUS-u 1.1470
Handy & Harman base 22.4900 Corn,No. 2 yellow,Cent IL-bp,u 6.3300 Pork loins,13-19 Ib MidUS-u 1.0216
Handy & Harman fabricated 28.1130 Corngluten feed, Midwest-u,w 204.9 Steers, Tex-Okla. Choice-u na.
LBMA spot price “£18.0400  Corngluten meal,Midwest-uw 6444 Steers feeder,Okla. City-uw 224.75
(US$equivalent) *21.8850  Cottonseed meal-uw 393 y
Coins,wholesale $1,000 face-a 20137 Hominy feed,Cent IL-uw 215 Fatsand Oils
Other metals Meat-bonemeal,50% pro Mnpls-u,w 430  Degummed corn oil, crude wtd. avg -uw na.
LBMA Platinum Price PM “979.0 Oats,No.2 milling,Mnpls-u 4,0075 Grease,choice white,Chicago-h na.
Platinum,Engelhard industrial 997.0 Rice, Long Grain Milled,No.2 AR-uw  37.00 Lard,Chicago-u na.
Palladium,Engelhard industrial 1420.0 Sorghum,(Milo) No.2 Gulf-u na. Soybean oil,crude;Centl IL-u,w 0.5971
Aluminum, LME, $ per metricton ~ *2232.0 SoybeanMeal,Cent ILrail,ton48%-uw  478.00 Tallow,bleach;Chicago-h na.
Copper,Comex spot 3.9755 Soybeans,No.1yllw IL-bp,u 14.7300 Tallow,edible,Chicago-u na.

KEY TO CODES: A=ask; B=bid; BP=country elevator bids to producers; C=corrected; D=CME; E=Manfra, Tordella & Brookes; H=American Commodities Brokerage Co;
K=bi-weekly; M=monthly; N=nominal; n.a.=not quoted or not available; P=Sosland Publishing; R=SNL Energy; S=Platts-TSI; T=Cotlook Limited; U=USDA; V=Benchmark
Mineral Intelligence; W=weekly; Y=International Coffee Organization; Z=not quoted. *Data as of 3/17

Source: Dow Jones Market Data

Borrowing Benchmarks | wsj.com/market-data/bonds/benchmarks

Money Rates

March 20,2023

Key annual interest rates paid to borrow or lend money in U.S. and international markets. Rates below area

guide to general levels but don’t always represent actual transactions.
Week  —52-WEEK— Week  —52-WEEK—
Latest ago High  Low Latest ago High  Low
Febiindex " Cho From Ck) High 4.9100 4.9000 4.9100 0.3400
level  Jan.'23 Feb.22 Policy Rates 9 - . : :
el e e Furo Z‘;ne 300 300 300 000 OV 4,5800 4.5800 4.5900 0.3000
U.S. consumer price index Switzerand 150 150 150 000 09 4.5800 4.5800 4.5800 0.3100
Allitems 300840 056 6.0 Britain 400 400 400 o075 Offer 46000 4.6000 4.6200 0.3300
Core 304011 068 55 Australia 3.60 360 3.60 010 Treasury billauction
: 4 weeks 4,220 4.640 4.640 0.135
International rates S‘S'em'ght re';";; hajesg 50 g 1Bweeks 4,675 4750 4.765 0.480
Week S2-Week = . . . . 26 weeks 4.620 4.700 4.970 0.870
eel —2Z2-WeeK—
Latest ago  High  Low U.S.government rates Secondary market
Primerates Discount 475 475 475 050 Fannie Mae
us. 7275 775 775 350 : - : : 30-year mortgage yields
Canada 670 670 670 270 Federalfunds 30days 5.681 5.925 6.812 3.866
Japan 1475 1475 1475 1475  Effectiverate 4.6000 4.6000 4.6000 03300 60days 5.694 5937 6.988 3.917
Other short-termrates
Key Interest Rates Week - 52-Week -
] . i Latest ago  high low
Dataare annualized on a 360-day basis. Treasury yields are per annum,
on actively traded noninflation and inflation-indexed issues that are Callmoney
adjusted to constant maturities. Data are from weekly Federal Reserve 650 650 650 2.25
release H.15. Commercial paper (AA financial)
Week Ended — 52-Week — WeekEnded — 52-Week — | 90days 474 na. 484 0.61
Mar17 Mar10  High Low Mar17 Marl0  High Low
- 6-month 482 527 527 0.84 | Libor
Federal f""dsg?;fecﬂ\;‘;) T 438 512 512 130 | gemonth AT 4GB 4B0600 042857
- : : 26 2year 402489 489 192 | qeemonth 49N 486629 515371 095371
Commercial paper 3-year 389 457 457 210 | qypyy A3TL 505071 549986 133614
. 5-year 364 422 432 214, 47033 514757 588071 186814
Nonfinancial 7-year 362 410 423 219 | ' el 28
%’_montt:‘] ﬂg Z‘;’g 3;2 82% 10-year 353 391 412 216 | Secured OvernightFinancing Rate
mon ’ : . ' 20-year 384 407 444 256
3-month 491 485 491 078 4.55 455 458 0.26
Financial Treasury yields (secondary market) Value  —52-Week—
%Tn%?]ttr;] :: R.:. 4r;6a5 Or;2a4 L-month 418 462 4.6 0.16 Latest Traded High  Low
21 22 02 72 - h 459 484 484 043
3-month 474 483 483 (73 >mont DTCC GCF Repo Index
6-month 461 503 503 08
Discount window primary credit Treasury 4585 32.900 4.613 0.239
TIPS MBS 4.624  63.700 4.665 0.286
475 475 475 0.50 5
-year 138 172 181 -131 | notesondata:
i 7-year 133 163 170 -0.98 ) »
Hgfjﬁ{%‘s"e“s atconstant 10-year 130 156 166 -0.70 U.S. primerate is the base rate on corporate
V! g . g . loans posted by at least 70% of the 10 largest
1-month 437 479 479 017 20-year 138 154 170 -028 | {5 banks,andiseffective February 2, 2023.
3-month 475 502 502 043 Long-termavg 155 164 194 -0.12 | Otherprimerates aren'tdirectly comparable;
lending practices vary widely by location;
Notes on data: Discount rate is effective February 2,2023.

Federal-funds rateis an average for the seven days ended Wednesday, weighted according to rates
on broker trades; Commercial paper rates are discounted offer rates interpolated from sales by
discounted averages of dealer bid rates on nationally traded certificates of deposit; Discount window
primary credit rate s charged for discounts made and advances extended under the Federal
Reserve's primary credit discount window program; rate is average for seven days ended Wednesday;
Inflation-indexed long-term TIPS average is indexed and is based on the unweighted average bid
yields for all TIPS with remaining terms to maturity of 10 years or more;

Sources: Federal Reserve; for additional information on these rate data and their derivation,

please see, https://www.federalreserve.gov/datadownload/Build.aspx?rel=H15

Secured Overnight Financing Rate is as of
March17,2023. DTCC GCF Repo Index is
Depository Trust & Clearing Corp.'s weighted
average for overnight trades in applicable
CUSIPs. Value traded is in billions of U.S. dollars.
Federal-funds rates are Tullett Prebon rates as
of 5:30 pm.ET.

Sources: Federal Reserve; Bureau of Labor
Statistics; DTCC FactSet;

Tullett Prebon Information, Ltd.

selected other countries; arrows indicate whether the yield rose(a) or fell (¥) in the latest session

Country/ Yield (%) Spread Under/Over U.S. Treasurys, in basis points
Coupon (%)) Maturity,inyears Latest(®)-1 0 1 2 3 4 5 Previous Monthago VYearago Latest Prev Year ago
4.625 US.2 39224 | i i i i@ i 3846 4.621 1.955
3.500 10 3.477 A 3395  3.827 2.146
3.250 Australia2 2.863 v 3.043  3.591 1402 -105.210 -78.2 -54.2
1.750 10 3253 v 3404  3.820 2.572 -22.31 -2.6 41.9
0.000 France 2 2478 v 2.597  3.070 -0.291 [-143 -122.8  -223.5
2.000 10 2.656 ¥ 2.694 2925 0.828 -82.0 -73.6  -132.5
2.500 Germany 2 2350 V 2376 2.908 -0.345 [-15¢) -1449  -228.9
2.300 10 2119 A 2110 2464 0371 -135.710 -1321  -178.2
2.500 Italy 2 2.868 ¥ 3.050 3.363 0.088 -104.71 -77.5  -185.7
4.400 10 3.987 v 4059 4344 1.887 Hs11 62.8 -26.7
0.005 Japan 2 -0.072 A -0.078 -0.041 -0.021 -390.3  -196.6
0.500 10 0247 v 0.273  0.505 0.208 EFZETM -315.8  -1945
0.000 Spain 2 2.660 ¥ 2.747  3.160 0.001 -125.5/ -107.8  -1944
3.150 10 3193 v 3.216 3432 1313 -28.31 -21.5 -84.0
0.625 UK. 2 3239 A 3.236  3.724 1.220 -67.70 -58.9 -72.4
4.250 10 3312 A 3.287 3473 1.500 -16.41 -14.4 -65.3
Source: Tullett Prebon, Tradeweb ICE U.S. Treasury Close
Corporate Debt

Prices of firms’ bonds reflect factors including investors’ economic, sectoral and company-specific

expectations

Investment-grade spreads that tightened the most...

Spread®, in basis points

Issuer Symbol Coupon (%) Yield (%) Maturity Current  One-daychange  Last week
Credit Suisse cs 3750 1085 March26,'25 694 1207 501
Morgan Stanley Ms 6.250 4.73 Aug.9,26 95 -63 127
Siemens Financieringsmaatschappij SIEGR 6.125 443 Aug.17,'26 61 23 n.a.
HSBC Holdings HSBC 4,950 579  March31,’30 231 -19 185
Blackstone Private Credit Fund BCRED 7.050 8.21 Sept. 29,25 437 -18 245
Caterpillar Financial Services 4.800 4.45 Jan.6,'26 65 -11 45
Sumitomo Mitsui Financial SUMIBK 5.464 5.23 Jan.13,'26 145 -10 122
Diageo Capital DGELN 5.875 5.02 Sept. 30,36 155 -7 n.a.
..And spreads that widened the most
Intesa Sanpaolo ISPIM 7.000 6.52 Nov. 21,25 269 69 n.a.
HSBC Holdings HSBC 5.250 6.94  March14,'44 314 68 215
Lloyds Banking LLOYDS 4582 7.65  Dec.10,'25 369 44 194
Banque Federative du Credit Mutuel BFCM 4935 5.45 Jan. 26,26 165 34 104
Banco Santander SANTAN 5.147 6.39 Aug. 18,725 246 29 n.a.
Jefferies Financial JEF 4.150 571 Jan.23,"30 235 28 n.a.
Royal Bank of Canada RY 4,650 542 Jan.27,'26 161 28 n.a.
Toronto-Dominion Bank ™ 5.103 4.99 Jan.9,’26 135 21 70
High-yield issues with the biggest price increases...

Bond Price as % of face value
Issuer Symbol Coupon (%) Yield (%) Maturity Current  One-daychange  Last week
Credit Suisse cs 6500 6342 Aug.8,’23 82500  25.00 n.a.
Embarg 7995 2012 Junel,’36 44500 156 n.a.
Telecom Italia TITIM 5.303 726 May30,'24 97.800 069 97595
Deutsche Bank DB 4500 9.06 April1,25 91.739 052 96974
OneMain Finance OMF 6.875 9.28 March15,'25 95738 045 9532
Prime Security Services Borrower PRSESE 5.250 6.24 April 15,24 99.000 038 98.594
Teva Pharmaceutical Finance Netherlands .. 3.150 7.10 0ct.1,"26 87.875 033 g7000
Sprint Capital 6.875 572 Nov.15'28 105500 025 104731
..And with the biggest price decreases
Dish DBS 7750 23.68 July1,'26 64991 451 73311
Barclays BACR 5.200 8.09  May12,'26 92124 326 97564
Qvc aQven 4850 1913 Aprill,’24 87.250 225 90520
Ford Motor F 7.400 7.68 Nov. 1,46 97.000 175 99,000
OneMain Finance OMF 7.125 9.69 March15,'26 93500 091 95875
Intelsat Jackson Holdings INTEL 6.500 9.69 March15,’30 84.095 -0.91 86.625
Liberty Interactive LINTA 8250  32.33 Feb.1,’30 35000 075 36000
Sealed Air SEE 6.875 694  July15,33 99.500 075 100.066

“Estimated spread over 2-year, 3-year, 5-year, 10-year or 30-year hot-run Treasury; 100 basis points=one percentage pt, change in spread shown is for Z-spread.
Note: Data are for the most active issue of bonds with maturities of two years or more

Source: MarketAxess
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Pension Funds Retreat on Private Equity

By HEATHER GILLERS

Some U.S. public pension and
investment funds are pulling
back on private equity after a
decade of state and local retire-
ment systems aggressively pur-
suing the expensive, risky and
hard-to-trade asset class.

Maryland’s $65 billion re-
tirement system is investing
less new money in private eq-
uity. At Alaska’s $77 billion
state fund, the investment
chief wants to cancel a planned
ramp-up. And the $615 million
pension fund of Mendocino
County, Calif.,, last month opted
against introducing private eq-
uity to its investment mix.

“We think you can get to
the same destination with just
public market assets and your
real estate and infrastructure
portfolios,” Greg DeForrest, a
senior vice president with in-
vestment consultant Callan,
told the fund’s board. “With-
out private equity, you don’t
have to deal with the costs,
the fees, the administrative
headache and the reporting
headache associated with it.”

Over the past decade, state
and local officials committed
more money to private-equity
managers. Those managers of-
fered supercharged returns on

portfolios of private compa-
nies that they bought, over-
hauled and then sold. But pub-
lic funds had to lock up their
money, often for more than a
decade, with limited visibility
and limited options in the case
of losses.

With yields at rock bottom,
investment officials were will-
ing to stomach the risk, particu-
larly since many were counting
on investment returns to cover
benefits for teachers, firefight-
ers and other public workers.

Now low-risk bonds are
again offering a decent yield.
Meanwhile, some pension offi-
cials and analysts are expect-
ing the value of private-mar-
ket assets to fall. In one high-
profile example, Tiger Global
marked down the value of its
investments in private compa-
nies by about 33% across its
venture-capital funds in 2022,
The Wall Street Journal re-
ported Thursday.

Also, after a year of public-
market losses, private-equity
portfolios make up an average
of 10.8% of U.S. pension funds,
above their average target of
10%, according to data pro-
vider Preqin.

U.S. pension and investment
funds are part of a larger wave
of institutional investors pulling

back on private equity.

Global buyout deal value
fell 35% last year, to $654 bil-
lion, according to Bain & Co.,
and secondary-market sales
are up. Fewer investors plan to
allocate more money to pri-
vate equity this year than last
year, and slightly more plan to
allocate less, according to a
Preqin survey.

To be sure, private equity
continues to be a mainstay of

$500B

Investment by large U.S. public
pensions in private equity

institutional investment portfo-
lios, with the most of those sur-
veyed telling Preqin they intend
to keep their level of invest-
ment steady long-term.
Investment in the asset
class by large U.S. public pen-
sions remains at a record high
of around $500 billion out of a
total of $4.5 trillion in assets,
according to fiscal 2021 finan-
cial reports compiled by Bos-
ton College Center for Retire-
ment Research. The $444

billion California Public Em-
ployees’ Retirement System is
building out its private-equity
portfolio to 13% from 8%.

Maryland State Retirement
and Pension System invest-
ment chief Andrew Palmer said
the fund’s planned reduction in
annual private-equity commit-
ments is aimed at bringing the
21.6% allocation closer to the
16% target. He said he expects
the fund to be overweight pri-
vate equity even if assets are
marked down further. The San
Bernardino, Calif., county pen-
sion fund made a similar cut in
December.

For the Alaska fund invest-
ment chief, the uncertainty
around valuations is one rea-
son to cancel a planned pri-
vate-equity expansion.

To determine how much
private-equity assets are
worth during the decade or so
they take to fully pay out, pub-
lic funds rely on quarterly es-
timates produced by private-
equity managers. The
managers assign values to the
companies in their portfolio
that might draw on internal or
outside audits and compari-
sons with public companies.

So far, losses reported by
private-equity funds have been
minimal compared with public

markets. In the first three
quarters of 2022, the most re-
cent data available, returns
were minus 6.1% and minus
8.48% on private-equity in-
dexes maintained by The Bur-
giss Group and Cambridge As-
sociates, respectively. The total
return on the S&P 500 for the
period was minus 23.87%.

Meanwhile, investors who
bought private-equity assets
on the secondary market last
year paid an average 81% of
the value assigned to those as-
sets most recently, usually
three to six months before, ac-
cording to investment bank
Jefferies LLC. That was the
lowest figure since 2012.

At the Alaska Permanent
Fund Corporation, which in-
vests mineral revenue and other
state money, investment chief
Marcus Frampton told board
members last month that a
smaller private-equity portfolio
would make it easier for him to
stick to the most appealing op-
portunities—and leave the fund
nimble to buy more.

“If we go into a bad reces-
sion and markets reset, we
would have dry powder and
then you would conversely
lose that optionality if we
keep going at the high end of
the range,” Mr. Frampton said.

He is recommending board
members call off a plan to ex-
pand private equity to 19% of
assets from 17% over the next
two years.

In Mendocino County, a
coastal county north of San
Francisco, retirement fund
board chair Quincy Cromer said
a key downside of adding a pro-
posed 8% allocation to private
equity was the additional work
it would create. The proposal
was first reported by Buyouts.

Mendocino County Employ-
ees Retirement Association
staff would have to manage
capital calls from private-eq-
uity funds and keep tabs on
fees, cash flow and perfor-
mance, fund officials said. “Our
staff time hours are pretty pre-
cious,” said Mr. Cromer. “That’s
a huge concern of mine.”

Callan predicted that the
fund would add only one tenth
of a percentage point to its 10-
year return by moving money—
mostly from the stock portfo-
lio—into private equity.

Board members ended up
deciding to pull about 4% of
assets out of stocks but for a
different purpose: They are
planning to put the money in
bonds.

—Laura Kreutzer
contributed to this article.
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Signature

Bank

Raised Its

Crypto
Exposure

By WILL PARKER

Signature Bank may be
most remembered for getting
in too deep with cryptocur-
rency firms. But until recently
it was best known as one of
the biggest lenders to New
York City apartment landlords,
including owners known for
deregulating rent-controlled
housing.

The bank had been working
for years to lessen real-estate
lending as a share of its total
business after Signature’s ex-
posure greatly exceeded what
U.S. bank regulators recom-
mended for managing risk. It
also slowed real-estate lending
after changes to New York ten-
ant laws that made it harder
for landlords to profit from
deregulation.

“We don’t want the [com-
mercial real-estate] concentra-
tion that we currently have,”
Signature’s vice chairman, John
Tamberlane, said at a finance-
industry conference in 2018.

Signature over the years
branched out into less-conven-
tional businesses, such as
heavy-equipment lending and
loans to cabdrivers. It later pro-
vided short-term loans for pri-
vate-equity investors and
launched a transaction platform
targeting crypto businesses.

Some of these ventures
grew in size and made the
bank less vulnerable to a real-
estate downturn. These higher-
risk businesses were also a ma-
jor reason the bank failed.

Signature faced a crisis of
confidence after Silicon Valley
Bank was taken over by regu-
lators. The New York bank was
also reeling from a bet on
crypto banking that collapsed
after the sector imploded and
banking regulators cracked
down on lenders’ exposure to
digital assets.

Signature’s closure by regu-
lators last week is a blow to
apartment owners in New
York City who could often rely
on the bank to refinance loans,
frequently with better terms
than other banks.

Even after it slowed its ex-
posure to real estate, Signa-
ture Bank was still one of the
biggest real-estate lenders in
New York City at the time of
its collapse. More than half of
its $35.7 billion property loan
book is backed by apartment
buildings.

A spokesman for Signature
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The New York bank was reeling from a bet on crypto banking.

Bank declined to comment.
The bank’s retreat from its
reliance on real-estate lending
dates back to at least 2015.
That year federal regulators
said they were focusing on
banks holding large volumes of
property loans, a reaction to
how fast many banks expanded
their commercial real-estate
businesses after the 2008 fi-
nancial crisis. At its peak, Sig-
nature’s real-estate concentra-
tion was nearly twice the level
that concerned regulators.
“The regulators were just
basically like, too much [com-
mercial real estate] concentra-
tion is a problem.” said Casey
Haire, a securities analyst at
Jefferies.  Signature Bank

The bank had been
working for years to
slow its real estate
lending.

“slowed it down because they
were massively offsides.”

The bank’s real-estate loans
were heavily invested in New
York City’s rent-regulated
apartments. While this niche
made Signature an important
source of funding for afford-
able-housing operators, some of
the banks’ customers also
sought to maximize profits by
taking advantage of exceptions
in rent-regulation laws.

It was a “tremendous
wealth-creation machine,” said
Brock Vandervliet, a former
UBS analyst who covered Sig-
nature Bank between 2018 and
2022. “You might change a
one-bedroom from $1,800 a
month to $4,000 with the
right renovations, and the
game was basically you crank
up the rents, and then you
simply refinance the building.”

The practice of pushing up
rents on vacant apartments, or
raising rents after making
building improvements, was
legal. But loans to these land-

lords gave the bank a bad rep-
utation among housing activ-
ists and some public officials,
who said the bank was en-
abling the depletion of New
York’s already dwindling sup-
ply of affordable housing.

In 2017, New York City Pub-
lic Advocate Letitia James,
who is now the New York state
attorney general, singled out
Signature for being the big-
gest lender to building owners
on her “Worst Landlords List,”
which ranked 100 landlords
with the most housing-code
violations. The bank ques-
tioned the public advocate’s
methodology at the time.

The following year, the bank
agreed to meet some tenant-
group demands. The bank said
it wouldn’t work with landlords
who would have to remove ten-
ants or deregulate apartments
to pay back loans.

“Signature Bank’s policies
discourage the extension of
credit to overleveraged or
highly speculative properties
where economic viability is
highly dependent on fostering
tenant displacement,” the
bank posted on its website.

Signature further slowed the
growth of its multifamily lend-
ing after New York state laws
passed in 2019 closed several
loopholes that had enabled
landlords to deregulate rent-
controlled apartments. The
laws made it nearly impossible
to remove units from regulation
and drastically reduced the
amount of rent increases that
could be obtained through
building improvements.

By last year, the bank said
it had at last lowered its out-
standing property loans to
about 300% of total capital
from nearly 600%.

“This was another major
initiative successfully accom-
plished,” said Joseph DePaolo,
the bank’s chief executive, on
a January 2022 earnings call.

Signature chose to bring
down its real-estate risk in
part by rapidly growing busi-
ness that would later run into
problems.

UBS Changes Strategy
For Complex Megadeal

By MARGOT PATRICK
AND PATRICIA KOWSMANN

A weekend of frantic deal
making changed everything
for UBS Group AG.

A cut-price, $3.2 Dbillion
takeover of its top domestic
rival, Credit Suisse Group AG,
reinforces UBS’s position as
one of the biggest managers of
money for the world’s wealthy.

But the government-orches-
trated rescue also represents
an abrupt shift in strategy for
UBS—which after an earlier
near-death experience of its
own had spent years becoming
duller by design.

Now Switzerland’s biggest
lender, under Chief Executive
Ralph Hamers and Chairman
Colm Kelleher, faces the
hugely complex task of com-
bining with another systemi-
cally important global bank.
The challenge is made harder
by the substantial overlaps be-
tween the two businesses, and
by the many legal difficulties
that have dogged its accident-
prone rival.

In an illustration of the tu-
mult UBS is potentially em-
bracing, the buyer’s stock
swung wildly Monday, first
selling off sharply only to rally
before closing 1.3% higher. The
gap between the day’s highs
and lows was nearly 23 per-
centage points, the highest on
record, according to Dow
Jones Market Data figures dat-
ing back to 1985.

The cost of insuring UBS
debt against default leapt to
the highest in more than a de-
cade. The annual cost to in-
sure €10,000 ($10,669) of five-
year, senior UBS debt using
instruments called credit-de-

Lender Tells Clients
Not to Worry, Keep
Business as Usual

Credit Suisse Group AG
told its bankers to reassure cli-
ents that it is business as
usual, even as those same em-
ployees worry about job secu-
rity after rival UBS Group AG
agreed to buy the troubled
Swiss bank.

Within 90 minutes of the
two banks announcing a $3.24
billion deal on Sunday evening,
Credit Suisse gave talking
points designed to guide bank-
ers and advisers on how to re-
spond to clients’ queries about
the potential merger.

Two versions of the talking

fault swaps rose to €168 Mon-
day—up from €117 Friday, and
the highest since August 2012,
according to S&P Global Mar-
ket Intelligence data.

The tie-up came after
Credit Suisse customers fled
the bank last week and Swiss
regulators stepped in to force
a merger over the weekend.
Switzerland’s financial sector
is one of the largest in the
world relative to its economy
and 8.7 million population,
making the fate of the coun-
try’s largest banks of vital
concern to the government.

The deal creates a behe-
moth at home in Switzerland
and a global powerhouse help-
ing the rich to invest. Both
banks cater to the ultra-
wealthy and have Wall Street
arms trading stocks and bonds
and giving companies advice.

The enlarged business will
manage about $5 trillion in in-
vested assets, more than at ri-
val U.S. banks with wealth-man-
agement arms such as Morgan
Stanley, and putting it in the
league of BlackRock Inc. and
Vanguard Group in investing.

“UBS has done the deal of a
lifetime,” said Davide Serra,
founder of asset manager Al-
gebris Investments, noting
that UBS’s net asset value rose
70% with the Credit Suisse
buy. “This will be very positive
for all UBS shareholders.”

Swiss authorities granted a
competition waiver, a $100 bil-
lion liquidity line, a backstop of
more than $9 billion on some
assets, and a long grace period
for UBS to add more capital.
The megamerger is the first
among a set of 30 global banks
that regulators designate as
systemically important for their

points, seen by The Wall Street
Journal, told Credit Suisse
bankers and advisers to portray
a sense of near-term continuity
to any clients who ask how
UBS'’s acquisition will affect
their assets. The move is an at-
tempt to move past turmoil
that raised near-existential
questions about Credit Suisse
in recent weeks and fueled
heavy client withdrawals, ac-
cording to people familiar with
the matter.

In separate notes written
for employees of the asset-
management and wealth-man-
agement divisions, Credit
Suisse instructed bankers and
advisers to say that clients can
still make payments, transfers
and cash withdrawals. Transac-
tions that were meant to take

size and interconnectedness.

In addition, about $17 bil-
lion of Credit Suisse’s riskiest
bonds got wiped out by au-
thorities, surprising investors
in that market. RBC analyst
Anke Reingen said UBS is pay-
ing the equivalent of 0.6% of
assets under management in
Credit Suisse’s wealth-man-
agement business for that op-
eration, much less than in
deals not done under duress.

If the help from Swiss au-
thorities is sufficient and UBS’s
funding costs normalize, “this
is a financially very attractive
deal, longer-term” she said.

UBS needed a Swiss govern-
ment bailout in 2008 to cover
losses on toxic securities, but
later recovered to become one
of Europe’s most stable and
profitable banks, while Credit
Suisse lurched through scan-
dals and financial losses.

In a meeting with analysts
Sunday, Mr. Hamers, the UBS
CEO, said his bank will gain
coveted wealth-management
clients in Asia and Latin Amer-
ica. He said Credit Suisse bank-
ers and research analysts in
the U.S. could help broker more
investments for global family
offices, which manage money
for ultrawealthy families, and
increasingly want direct access
to investment-banking deals.

UBS could be distracted for
years by the integration, ana-
lysts said, which is likely to in-
volve cutbacks both to Credit
Suisse’s troubled investment
bank and its universal bank in
Switzerland.

Mr. Hamers said annual
costs would come down by
around $6 Dbillion by 2027
from fewer jobs, but declined
to detail the layoffs.

place over the weekend would
still go through as usual, the
memos told them to say.

“There is no action that cli-
ents need to take right now,”
said the memos.

UBS agreed on Sunday to
acquire Credit Suisse, and the
two banks expect to complete
the merger by the end of this
year. News of the acquisition
unsettled Credit Suisse employ-
ees as they headed to work on
Monday in Asia, according to
people familiar with the matter.
Bankers were concerned about
the potential overlap in client
base and that they could be
laid off under the new manage-
ment, those people said. The
bank employed 50,480 people
at the end of last year.

—Weilun Soon

Businesses
Fret Over
Cash Stash

Continued frompage Bl

Boar and a concession opera-
tion. “What is the bank’s core
value? What do their balance
sheets look like?”

Mr. Frederick, who has
more than 300 employees, has
long kept millions of dollars in
deposits at one large, national
bank. Now he is considering
shifting funds to a handful of
smaller banks that have pro-
vided the restaurant group
with loans. “It seems like the
bigger banks are having the
bigger problems,” he said.
“The smaller banks, the local
banks, provide that small-busi-
ness support.”

Many small-business own-
ers are doing nothing for now,
but the actions of others pro-
vide an early sign of how the
banking industry’s troubles
are rippling through the econ-
omy and leading some entre-
preneurs to scrutinize rela-
tionships and habits they took
for granted.

“There is a very broad rip-
ple effect,” said Jennifer
Pearce, a managing principal
with Boulder, Colo.-based AVL
Growth Partners, a provider of
chief financial officer and ac-
counting services to small and
midsize companies. “It’s not
just where did you bank? It’s
where did my customers
bank? Where are my vendor
providers banking?”

Those questions have been
most common among compa-
nies whose business partners
had some connection to Sili-
con Valley Bank, she said.
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The owner of Butcher & the Boar is considering splitting up his company’s bank account.

Gabe Abshire, founder and
chief executive of Utility Con-
cierge in Dallas, is in discus-
sions with potential equity in-
vestors for his 150-person
company, which helps custom-
ers set up home services and
utilities when they move.

Mr. Abshire received a call
last week from a banker repre-
senting one potential investor,
assuring him that the bank’s
financing was sound. He now
plans to learn more about
where other potential inves-
tors keep their funds, how
they are financed, where they
bank and how they are secur-
ing their funds.

Treasury Secretary Janet
Yellen and President Biden in
recent days have sought to
calm jittery consumers and
businesses and reassure them
that the U.S. banking system is
sound.

Ami Kassar, CEO of busi-
ness-loan adviser MultiFund-
ing, said he worries that if
customers decide to move

funds from smaller banks to
larger ones, that outflow could
ultimately hurt small busi-
nesses by leaving them with
fewer lending options.

Banks had begun tightening
their lending standards toward
the end of last year as rising
interest rates increased the
amount of cash flow needed to
cover loan payments, said
James Arnold, CEO of Ameri-
can Bank of Commerce in
Lubbock, Texas.

“We were seeing tightening
before we had this Silicon Val-
ley issue,” said Mr. Arnold,
whose community bank has
$1.5 billion in assets. “It may
be a little too early to tell if
this is going to exacerbate it,”
he said. Like many bankers,
Mr. Arnold has been fielding
questions from customers and
reaching out to reassure them.

Griffin Dooling, chief execu-
tive of Blue Horizon Energy
in Minnetonka, Minn., is con-
sidering moving one or two
months of cash into a second

bank or securing a credit line
with another lender that the
developer of commercial and
industrial solar projects could
draw on in an emergency.

“We are having conversa-
tions about treasury manage-
ment that we’ve never had be-
fore,” said Mr. Dooling, whose
bank called offering reassur-
ances last week.

Unlike large corporations,
most smaller companies don’t
have sophisticated treasury
management operations, mak-
ing responding to recent
events more challenging.

“I’'m not set up to evaluate
the balance sheet of a bank,”
said Alan Pentz, chief execu-
tive of Corner Alliance Inc., a
federal contractor based in
Washington, D.C., with 70 em-
ployees. “Treasury manage-
ment is handled by the same
person who does payroll, pro-
jections and 50 other things.”
Corner Alliance’s bank called
last week offering reassur-
ances, he said.

Swiss Bank’s Collapse
Burns Saudi Investors

DUBAI—RIiding an oil-price
boom last year, Saudi Crown
Prince Mohammed bin Salman
directed government-backed
Saudi National Bank to make a

By Summer Said,
Julie Steinberg,
Margot Patrick

and Stephen Kalin

$1.5 billion investment in
Credit Suisse Group AG that
his financial advisers harbored
doubts about, according to peo-
ple familiar with the matter.

Now, the Saudi investment is
almost wiped out after Credit
Suisse’s emergency merger
with UBS Group AG. Credit
Suisse’s meltdown also erased
billions of dollars in invest-
ments made by Qatar’s sover-
eign fund and the Saudi-based
Olayan family, making the Per-
sian Gulf one of the biggest los-
ers from a slide in financial
stocks since the collapse of two
U.S. banks last week.

The Saudi investment in
Credit Suisse was meant to be
the kingdom’s splashy entrance
into the global banking sector,
cementing its emerging status
as an oil-fueled investing pow-
erhouse. The Saudis struck the
deal when oil prices were just
below $100 a barrel, as Russia’s
invasion of Ukraine juiced en-
ergy markets.

The steep losses are a re-
minder of how Gulf states were
burned investing in Western
banks and hedge funds during
the financial crisis in 2007 and
2008. The value of foreign as-
sets in portfolios of the Gulf
Cooperation Council states in
2008 fell by $100 billion to a
total of $1.2 trillion, not count-

ing the vast personal holdings
of their ruling families, the
New York-based Council on
Foreign Relations reported in
2009.

Saudi banks hadn’t invested
heavily in foreign banks until
recently but now have an ambi-
tion to acquire a global banking
profile as part of a broader
economic diversification
agenda that includes increasing
the investment portfolio of the
Saudi sovereign-wealth fund,
the Public Investment Fund,
said David Butter, a Middle
East economics analyst at Lon-
don-based think tank Chatham
House.

Michael Klein, a former Citi-
group Inc. banker who has long
worked with Middle East cli-
ents, connected the $600 bil-
lion PIF with Credit Suisse last
fall, some of the people said.
The troubled bank needed bil-
lions of dollars to fund a turn-
around plan that would move it
away from investment banking
toward wealth management.
Mr. Klein was working on the
overhaul as a Credit Suisse
board member.

Some executives at the
Saudi fund thought it was too
risky, some of the people said,
raising legal issues and the po-
tential for large future losses.

PIF connected Credit Suisse
and Saudi National Bank, the
kingdom’s largest bank with
close ties to the government,
some of the people said. Prince
Mohammed gave the green
light for the Saudi bank to
make the Credit Suisse invest-
ment, some of the people said.

—Ben Dummett
and Eliot Brown
contributed to this article.
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Stocks Hold Up Even as Tumult Hits Markets

S&P 500 and Nasdaq
finished higher last
week despite losses
in shares of lenders

By SAM GOLDFARB

The market turmoil that
has fueled a surge in bond
prices and sent bank shares
reeling is hitting stock indexes
far more modestly, reflecting
an undercurrent of investor
optimism that stress in the
banking sector can be con-
tained.

Since Silicon Valley Bank
collapsed more than a week
ago, commentators have spec-
ulated on whether the bank’s
failure could amount to some
version of a “Lehman mo-
ment”—a sudden shock to the
financial system that could in-
flict severe economic damage.

Last week, U.S. oil prices
dropped 13%, shares of re-
gional banks tumbled and
short-term Treasurys posted
their biggest rally in decades
as investors piled into bets
that the Federal Reserve
would need to pivot quickly
from fighting inflation to
slashing interest rates.

Stock indexes, meanwhile,
have been choppy but resil-
ient. The S&P 500 climbed
1.4% last week and advanced
another 0.9% Monday after
Swiss authorities engineered a
deal over the weekend for UBS
Group AG to take over its
longtime banking rival Credit

Suisse Group AG. The broad
index is down just 1% since
March 8, the day before Sili-
con Valley Bank started to face
a bank run. The Dow Jones In-
dustrial Average has slipped
1.7% since then, while the
tech-heavy Nasdaq Composite
has ticked up 0.9%.

This week, investors will
continue to monitor the health
of banks. They also will gauge
the Fed’s latest interest-rate
decision on Wednesday, look-
ing for insight into how con-
cerned officials are about the
banking situation and whether
they will alter the course of
policy.

The relative stability of
stocks stands in contrast to
how they have performed at
other moments of heightened
financial anxiety, such as just
after the Sept. 11 terrorist at-
tacks in 2001 and the collapse
of Lehman Brothers in 2008.
In those episodes, the decline
in short-term Treasury yields
was comparable, but stocks
were much more volatile, with
the S&P 500 suffering single-
day drops of more than 4.5%.

Right now, the stock market
is “certainly not pricing in Ar-
mageddon,” said Matt Peron,
director of research at Janus
Henderson Investors.

Still, investors are far from
confident, and market condi-
tions remain highly fluid.

In one sign of anxiety, the
performance of the overall
S&P 500 has masked stark di-
vergences between different

Index performance, year to date
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sectors. Within the S&P 500,
the economically sensitive ma-
terials sector lost 3.5% last
week, while financials fell
about 6% and energy dropped
7%. Investors rotated into sec-
tors seen as more insulated
from an economic downturn,
such as information technol-
ogy, which rose 5.7%, and utili-
ties, which climbed 3.9%.
Stocks at this point face
several main risks, according
to investors and analysts. One
is that the current banking
stress ends up hurting the
economy more than investors
expect, with a rapid flight of
cash from regional banks lead-
ing to a sharp pullback in
lending. Another is that the
Fed disappoints investors by
not shifting from tightening to
loosening monetary policy.

Dow Jones
Industrial
Average

March

Signs that the Fed will keep
raising rates beyond its meet-
ing this week could drive up
Treasury yields, hurting the
stocks of rapidly growing tech
companies that have buoyed
the market in recent sessions.
They also could hit economi-
cally sensitive stocks, as inves-
tors worry that higher rates
would push the economy more
quickly into a recession.

Right now, the threat to the
economy is uncertain, accord-
ing to Wall Street economists.
In a report last week, econo-
mists at Goldman Sachs esti-
mated that an expected pull-
back in bank lending could
reduce economic growth this
year by 0.3 percentage point,
or the equivalent of one or
two quarter-percentage-point
interest-rate increases by the

Fed.

Shortly after the Fed and
other regulators announced
measures to support the bank-
ing system early last week, the
Goldman economists said the
central bank would likely re-
frain from raising rates at its
March meeting so that it can
keep its focus on financial sta-
bility—but then raise rates by
one-quarter of a percentage
point at its next three meet-
ings.

Other economists have said
that a pause in rate increases
isn’t likely or necessary.

A big difference between
now and when Lehman failed
is that banking regulators cur-
rently have to worry much less
about the assets that banks
are holding, said Andrew Hol-
lenhorst, chief U.S. economist
at Citigroup. The major threat,
instead, is a contagion of fear,
with depositors pulling unin-
sured deposits out of regional
banks after having witnessed a
highly publicized bank run.

The Fed, Mr. Hollenhorst
said, can more easily address
that kind of funding problem,
as it is doing now, by lending
to banks through new and ex-
isting facilities.

Banks that are losing de-
posits, or worried about losing
them, are still likely to lend
less than before. But the drag
on growth is likely to be man-
ageable and, with consumer
prices still rising much faster
than the Fed’s target, the cen-
tral bank can’t afford to stop

worrying about inflation, Mr.
Hollenhorst said.

Regardless of what the Fed
does this week, some investors
say it matters more what it
has done already: lifted short-
term rates from near zero to
above 4.5% in less than a year.

Bob Doll, chief investment
officer at Crossmark Global In-
vestments, said he has re-
cently trimmed holdings of
rapidly growing companies
and cautiously added economi-
cally sensitive stocks, sensing
that the market’s initial re-
sponse to the banking chal-
lenges might be overdone.

Still, he said that stock in-
dexes likely have further to
fall this year, thanks to the
lagged effects of interest-rate
increases.

“We have earnings esti-
mates that have to keep com-
ing down some more,” Mr. Doll
said, “especially if the econ-
omy slows and the recession
risk goes up.”

AUCTION RESULTS
Here are the results of Monday's Treasury auctions.
Allbids are awarded at a single price at the market-
clearing yield. Rates are determined by the difference
between that price and the face value.

13-Week 26-Week
$138,871,625,500 $139,379,907,200
$58,720,480,500 $49,449,057,200
$2,443,850,500  $2,349,855,400
$836,000,000 $0
98.818264 97.664333
(4.675%) (4.620%)
4.810% 4.809%
61.99% 34.95%
912796205 912796CR8
Bothissues are dated March 23,2023. The 13-week
bills mature on June 22, 2023; the 26-week bills
mature on Sept. 21,2023.

Applications
Accepted bids

" noncomp

" foreign noncomp
Auction price (rate)

Bidsat clearing yield accepted
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will keep rates steady. Traders
in interest-rate futures ascribe
just under a 3-in-5 probability
of a quarter-point rate in-

crease, according to CME
Group’s FedWatch tool.
Daleep Singh, former U.S.
deputy national security ad-
viser for international econom-

— cs, said either
MONDAY’S i

option is
MARKETS fraught.
“Doing less

on rate hikes now means you
may have to do more later”
with potentially worse conse-
quences, Mr. Singh said. But
any increase “risks triggering
nonlinear damage when fear is

rampant and psychology is
fragile.”

Mr. Singh predicted the Fed
will increase rates by a quarter-
percentage point and that offi-
cials will signal that they in-
stead to be less aggressive
going forward, similar to the
European Central Bank last
week.

While central bankers are
worried about bringing down
sticky inflation levels, said
Hugh Gimber, a strategist at
J.P. Morgan Asset Management,

stress on the banking sector
will ultimately lead to lower
inflation.

“Banks are being put under
pressure. We think banks will
be less willing to extend credit
to the real economy, and then
it’s less about interest rates,”
he said.

The yield on the benchmark
10-year Treasury note ticked up
to 3.477% from 3.395% Friday,
reversing an earlier decline.
Yields rise when prices fall.
Most actively traded gold fu-

tures jumped as much as 2%
before moderating gains to set-
tle 0.5% higher.

European additional tier 1
bonds fell in price Monday, as
did similar bank bonds in Asia,
after Swiss regulators surprised
investors by wiping out riskier
Credit Suisse bonds. AT1s were
introduced after the financial
crisis as a way to transfer
banking risk away from taxpay-
ers and onto bondholders.

Concerns about economic
uncertainty from banking-sec-

tor turbulence have weighed on
energy markets. Brent crude,
the international benchmark
for oil prices, added 1.1% to
$73.79 a barrel.

The pan-continental Stoxx
Europe 600 index added 1%. In
Asia early Tuesday, Japanese
markets were closed for a holi-
day celebrating the vernal equi-
nox. Elsewhere, Asian markets
moved higher with Hong Kong’s
Hang Seng Index and South Ko-
rea’s Kospi each up 0.6%. S&P
500 futures rose 0.2%.
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