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Supreme
Court
Expands
Religious
Rights
Pair of 7-2 decisions
exempts employers
from regulations they
say impede their faith

United Airlines Holdings
Inc. said it is exploring the
possibility of shedding almost
half its U.S. workforce, the
first major domestic carrier to
detail how deep the industry
might have to retrench amid
the pandemic-driven slump in
passenger demand.

The Chicago-based carrier
is sending mandatory 60-day
notices under federal labor
rules to 36,000 of its employ-
ees, a week after American
Airlines Group Inc. said it
might have as many as 20,000
more staff than it needs to
handle reduced demand.

The U.S. airline industry is
facing its biggest shake-up in a
generation, with executives ex-
pecting a recovery in the de-
mand slump to take years.
United’s decision follows the re-
cent erosion of the fragile im-

TikTok has been one of
the world’s biggest distrac-
tions during the pandemic,
thanks to its endless stream

of bite-size videos featuring
dance-offs, pranks and other
goofs.

Lately there has been a
dash of something new at
TikTok: politics.

Experimenting with let-
ting users post short politi-
cal videos, the app is emerg-

By GeorgiaWells,
Shan Li and Liza Lin

ing as a platform for
protesters and mischief-mak-
ers alike in a moment of so-
cial unrest around the world.
The shift is posing compli-
cated new challenges for an
extraordinarily popular app
devoted, until recently, to
mindless fun.

Political content was long
anathema at TikTok, a Chi-
nese-controlled company
known for avoiding any
video that might make some-
one uncomfortable. That in-
cluded blocking or flagging
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Brooks Brothers dressed
the U.S. business class in pin-
stripes for more than 200
years and survived two world
wars and the shift to casual
Friday. But it was no match
for the coronavirus pandemic.

The closely held company,
which is owned by Italian busi-

nessman Claudio Del Vecchio,
filed for bankruptcy protection
in Wilmington, Del., on
Wednesday. One of the few
brands to make clothes domes-
tically, it plans to halt manu-
facturing at its three U.S. facto-
ries on Aug. 15 and will search
for a new owner.

Brooks Brothers joins a pa-
rade of U.S. retailers seeking
relief in bankruptcy court since

March, including Neiman Mar-
cus Group Inc., J.Crew Group
Inc. and J.C. Penney Co. Eco-
nomic fallout from Covid-19
has also pushed high-profile
companies in other industries
into bankruptcy, including
Hertz Global Holdings Inc. and
Chesapeake Energy Corp.

Mr. Del Vecchio blamed the
pandemic for Brooks Brothers’
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BY SUZANNE KAPNER
AND SOMA BISWAS

Brooks Brothers Files Chapter 11
As Covid-19 Rages, Tastes Shift

TikTok, Oasis of Fun,
Ventures Into Politics
App allows protest videos, quits Hong Kong,

while facing flak in Washington
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LIFE & ARTS
Christie’s tests the
market with its

livestream global art
auction. A9

SPORTS
Ivy League calls off
football and other
sports for rest of

2020. A12

Mexican
President Andrés
Manuel López
Obrador and
President Trump
pledged to work
together on trade
and other issues
Wednesday at the
White House. A16

Theme Parks Ban Screaming,
Roller-Coaster Fans Howl

i i i

Japan’s reopening rule isn’t so easy to

follow; ‘Please scream inside your heart’

TOKYO—At the Fuji-Q High-
land amusement park recently,
the chief executive and his
corporate boss took a ride on
the park’s No. 1 attraction, the
Fujiyama roller coaster, and
plunged 230 feet without so
much as a peep.

A video showed the two ex-
ecutives, both clad in masks,
sternly riding the coaster in
complete silence. It ended
with a message: “Please
scream inside your heart.”

From Fujiyama to Tokyo
DisneySea’s Tower of Terror,
Japan’s campaign against the

coronavirus is targeting thrill-
seekers who might expel a
burst of virus-carrying drop-
lets with a mid-ride utterance.
Enjoy the ride, say theme-park
operators—just don’t let your
voice show it.

“There’s just no way not to
scream,” said college student
Rika Matsuura on a visit to
Tokyo Disneyland last week
when it reopened after a four-
month break. “It’s kind of tor-
ture to be back at your favor-
ite place in the world and to
not be able to scream and en-
joy everything 100%.”

The ban on screaming,
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BY RIVER DAVIS

Virus Cases in U.S. Climb Past 3 Million at Accelerating Pace

Sources: Johns Hopkins University (cases, deaths); OpenTable (diners); Homebase (openings)
Note: July 8 cases and deaths as of 1:12 p.m. Diners and openings are seven-day moving averages through July 6. Small business openings are based on whether or not at least one employee
clocked in at a location.

Share of seated restaurant
diners compared to same day
of theweek a year earlier, U.S.

With infections spreading rapidly in
California, Texas and Florida, the U.S.
surpassed 3million confirmed Covid-19
cases less than amonth after crossing
the 2millionmark. A6

Share of small business
locations open in Janaury
currently open, U.S.
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officials to open schools.
Administration officials re-

sponded to Mr. Trump’s criti-
cism by saying the CDC guid-
ance wasn’t meant to tie
schools’ hands or provide an
excuse not to open.

“The president said today
we don’t want the guidance to
be too tough,” said Vice Presi-
dent Mike Pence. “That’s the
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WASHINGTON—The Su-
preme Court expanded exemp-
tions for religious employers
from contraceptive-care regula-
tions and antidiscrimination
laws, extending a line of deci-
sions that have elevated the
rights of religious exercise and
the role of sectarian institu-
tions in American society.

In one case on Wednesday,
the court ruled the Trump ad-
ministration had legal power to
exempt employers that raise re-
ligious or moral objections to
Affordable Care Act require-
ments that health-insurance
plans cover contraceptives,
stripping the benefit from as
many as 125,000 female em-
ployees. In the other, the court
found that religious schools
were immune from age and dis-
ability discrimination claims
filed by lay teachers.

Both decisions came by 7-2
votes, with only the court’s
most liberal justices, Ruth
Bader Ginsburg and Sonia Soto-
mayor, in dissent. The rulings
follow last week’s 5-4 decision
requiring a state to give reli-
gious schools the same benefit
it gives other private schools in
a tax-credit program, despite a
state constitutional provision
barring public support for sec-
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BY JESS BRAVIN
AND BRENT KENDALL

provement in travel from April’s
low. The pickup in Covid-19
cases in some states and new
quarantine measures in the New
York City area and Chicago have
kept fliers from resuming travel.

The global airline industry
is preparing for tens of thou-
sands of job cuts despite re-
ceiving billions of dollars in
government aid. Federal
money runs out on Oct. 1, and
United executives said its final
tally of furloughs should be
clear by mid-August.

The airline said those re-
ceiving notices of potential
furloughs, which are required
under federal law, include
15,000 flight attendants, 2,250
pilots and 11,000 customer-
service staff. United said em-
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BY DOUG CAMERON
AND ALISON SIDER

United Explores
45% Cut to Staff
As Travel Slumps

Tensions
Put Aside
For Trade
Pact

WASHINGTON—President
Trump pushed federal health
officials to ease coronavirus
guidelines for schools and
threatened to withhold federal
funding from districts that
don’t reopen, stepping up his
effort to get children back in
the classroom.

In tweets on Wednesday, Mr.
Trump wrote that he disagreed
with the federal Centers for
Disease Control and Prevention
on “their very tough & expen-

sive guidelines for opening
schools,” which he said are
“asking schools to do very im-
practical things.”

Administration officials said
the CDC would provide new
guidance next week that should
allay some of the president’s
concerns.

Decisions about how and
whether to reopen schools are
largely up to state and local gov-
ernments, and many districts
have said they plan to offer learn-
ing in-person and remotely.

On Wednesday, New York
City—the nation’s largest public

school system—made public pre-
liminary plans to have schools
reopen this fall with a mix of in-
person and remote learning.

Mr. Trump’s comments
Wednesday marked his second
charge into the fraught debate
in as many days, as districts
roll out plans intended to bal-
ance the hopes of parents,
teachers and students to return
to normal school with the po-
tential health risks arising from
children learning in close quar-
ters. On Tuesday, the Republi-
can president said he would
pressure governors and other

BY ALEX LEARY
AND CATHERINE LUCEY

Trump Urges Schools to Open,
Takes Aim at CDC Guidelines
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What’s
News

� Trump pushed federal
health officials to ease
coronavirus guidelines for
schools and threatened to
withhold funding from dis-
tricts that don’t reopen. A1
�The U.S. surpassed 3 mil-
lion confirmed Covid-19
cases, as the coronavirus
spread rapidly in Califor-
nia, Texas and Florida. A6
� The Supreme Court, in
a pair of 7-2 decisions, ex-
panded exemptions for reli-
gious employers from contra-
ceptive-care regulations and
antidiscrimination laws.A1
�George Floyd told the of-
ficers who arrested him that
he couldn’t breathe, was
claustrophobic and afraid of
being killed by police before
he was pinned to the ground,
according to court filings. A3
�The FBI is examining ex-
iled Chinese businessman
Guo Wengui and the money
used to fund his media ef-
forts in the U.S., including his
work with Steve Bannon. A4
� The U.K. government an-
nounced up to $38 billion in
new stimulus measures to
boost the country’s econ-
omy as it exits lockdown. A7
�Lt. Col. Vindman, who tes-
tified against Trump inHouse
impeachment hearings, is
retiring from the Army due
to pressure from the White
House, his attorney said. A4
� Facebook said it had re-
moved a network of more
than 100 pages and accounts
linked to Roger Stone. A5
� A Hong Kong hotel was
converted into the head-
quarters of Beijing’s new se-
curity agency for the city. A7

United Airlines said it
is exploring the possi-

bility of shedding almost
half its U.S. workforce amid
the pandemic-driven shake-
up of the industry. A1, B1
� Brooks Brothers filed for
bankruptcy protection. The
clothier plans to halt manu-
facturing at its three U.S.
factories on Aug. 15 and will
search for a new owner. A1
� Facebook and its critics
tried to win over advertisers
after an audit found continued
problems with how the firm
polices hate speech and other
content on its platform. B1
� The Justice Department
is examining whether Wire-
card played a critical role in
an alleged bank-fraud con-
spiracy connected to an on-
linemarijuanamarketplace.B1
�A federal judge dismissed
a GM lawsuit accusing Fiat
Chrysler of bribing union
officials to gain an advan-
tage on its labor costs. B1
� The Nasdaq rose 1.4%,
to a record, while the S&P
500 and Dow gained 0.8%
and 0.7%, respectively. Main-
land Chinese shares ex-
tended a winning streak. B11
� The U.S. budget deficit
totaled $863 billion in June,
nearly as much as the entire
gap for fiscal year 2019. A3
� KKR struck a deal to buy
insurer Global Atlantic for
more than $4.4 billion. B1
� Allstate agreed to ac-
quire peer National Gen-
eral for about $4 billion. B10
�Bayer is scrapping a $1.25
billion proposal to resolve
future lawsuits over whether
Roundup causes cancer. B3
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The name of Javier
Rodríguez Soler, chief execu-
tive of BBVA USA, was mis-
spelled as Javier Rodríguez So-
lar in a Page One article
Tuesday about bank drive-
through lanes.

AMC Entertainment Hold-
ings Inc. on Tuesday was near-
ing a restructuring deal that
would help stave off a near-
term bankruptcy filing. In some
editions Wednesday, a Page
One What’s News summary in-
correctly said the company was
bearing a restructuring deal.

A $6.55 billion stock offer-
ing in China by Semiconductor
Manufacturing International
Corp. would rank as the
world’s largest so far this year
among initial public offerings
and secondary listings in new
markets, according to Refinitiv.

A Business & Finance article in
some editions Tuesday about
the Chinese chip maker’s offer-
ing incorrectly said it would be
the world’s largest stock sale
this year. Some companies
have sold larger amounts of
stock in markets where they
are already listed.

The monthly U.S. jobs re-
port was published on Thurs-
day, July 2. A Markets article
Wednesday about the stock
market incorrectly said the re-
port was published Friday,
July 3.

Notice to readers
Wall Street Journal staff

members are working remotely
during the pandemic. For the
foreseeable future, please send
reader comments only by email
or phone, using the contacts
below, not via U.S. Mail.

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

CORRECTIONS� AMPLIFICATIONS

open this fall, some districts
might be able to safely offer
only a certain number of days
at school. Asked to explain Mr.
Trump’s threat to “cut off fund-
ing” for schools that don’t re-
open, Mr. Pence said that in the
next round of coronavirus relief
in Congress, the White House
would be “looking for ways to
give states a strong incentive
and encouragement to get kids
back to school.”

Most education funding
comes from states, not the fed-
eral government. Republican
Gov. Larry Hogan of Maryland,
who met with other governors
and administration officials
earlier this week to discuss
school reopenings, said he
didn’t believe Mr. Trump was
serious about trying to with-
hold money. “The threats today
and the talk about not following
the CDC guidelines just came
out of nowhere,” he told CNN.

The American Academy of
Pediatrics has urged policy
makers to prioritize reopening
schools, citing the developmen-
tal and health benefits of at-
tending class in-person and re-

the heightened costs of operat-
ing during a pandemic.

Senate Majority Leader
Mitch McConnell (R., Ky.) has
said getting children back in
school is a priority for the next
virus-relief bill. The Senate will
return from a recess on July 20.
House Democrats included $100
billion in funding to support
schools in a multitrillion-dollar
bill the House passed in May,
but Senate Republicans rejected
that proposal.

Mr. Trump has taken an ag-
gressive stance on reopening
businesses and schools, and has
played down the gravity of data
showing a surge of coronavirus
cases in the South and West.

“We’re going to be in a very
good place very soon,” he said
in an interview with Gray TV,
when asked about comments by
Anthony Fauci, the nation’s top
infectious-disease doctor, that
the U.S. needed to step up its
response to the virus.

Democrats and their allies in
teachers unions said they favor
opening schools but want it
done safely. The National Edu-
cation Association accused Mr.
Trump of trying to use the is-
sue for his re-election cam-
paign, while Mr. Trump has ac-
cused Democrats of blocking a
fuller return to school for polit-
ical purposes.

“The Dems think it would be
bad for them politically if U.S.
schools open before the No-
vember Election, but is impor-
tant for the children & fami-
lies,” Mr. Trump tweeted.

Sen Patty Murray (D., Wash.)
tweeted back to him: “You
clearly don’t care about
whether schools re-open. Be-
cause if you did, instead of ig-
noring public health experts,
you would provide schools with
the resources they need to re-
open safely.”

Mr. Trump and other admin-
istration officials, including Edu-
cation Secretary Betsy DeVos,
said in-person instruction is bet-
ter for educational development.

reason why next week the CDC
is going to be issuing a new set
of tools, five different docu-
ments that will be giving more
clarity on the guidance going
forward.”

CDC Director Robert Red-
field said: “I want to make it
very clear that what is not the
intent of CDC’s guidelines is to
be used as a rationale to keep
schools closed.” He said the
next round of recommenda-
tions would include documents
for parents, as well as symptom
surveillance for schools and ad-
vice for using masks.

Current CDC guidelines ad-
vise schools to have students
and staff wear face coverings
when physical distancing is dif-
ficult, and consider spacing
desks 6 feet apart and in the
same direction rather than hav-
ing students sit face to face.
Schools are also advised to con-
sider closing dining halls and
playgrounds.

While the guidelines don’t lay
out maximum class sizes, they
can have the effect of reducing
in-person capacity as school dis-
tricts try to have fewer people in
a building at the same time.
Some schools plan staggered
schedules and remote learning
when children aren’t in school.

Two administration officials
said new CDC guidelines have
been in the works for a while,
and Mr. Pence had mentioned
them on Tuesday. Asked if the
White House pressured the CDC
to change the guidelines, press
secretary Kayleigh McEnany re-
sponded: “No, not at all.”

Mr. Pence said that while he
hoped every school is able to

ContinuedfromPageOne

TrumpCalls
For Schools
To Reopen

Local Risk Dictates
CDC Guidelines

The CDC has issued
recommendations for schools
to operate safely during the
coronavirus pandemic.

These recommendations
ratchet up based on the level
of illness in the community.

Many districts plan hybrid
in-person/at-home schedules for
students in an effort to reduce
the number of people at school
at the same time, driven by
these recommendations.

When there is no community
spread:
• Teach and reinforce health
hygiene practices

• Intensify cleaning and
disinfection efforts

• Require sick students and
staff to stay home

Where there is mild to
moderate community spread:
• Cancel field trips, assemblies,
and other large gatherings

• Increase space between
students’ desks and avoid
having desks face each other

• Stagger arrival and/or
dismissal times

• Teach staff and students to
maintain a safe distance from
each other

When there is
substantial community spread:
• Consider extended school
closures and implement
distance learning

dustries. It did so through an
undervalued exchange rate
and a financial system that
subsidized industrial borrow-
ers by paying savers next to
nothing. Both have been re-
formed, but Messrs. Klein
and Pettis note that many
features of China’s economy
still discriminate against
workers and consumers: ad-
versarial unions are illegal,
taxes on labor and consump-
tion are high, and millions of
migrant workers are deprived
of social benefits.

By definition, surpluses in
one country must equal defi-
cits in another, so the trade
surpluses generated by China
and Germany force the U.S.
(and other low-saving coun-
tries such as the U.K.) to run
deficits. Trade deficits don’t
necessarily reduce employ-
ment, but they change its
composition. In the 2000s,
Chinese imports wiped out
millions of U.S. jobs while
Chinese savings helped in-
flate the housing bubble. In
that sense, Messrs. Klein and

President
Trump’s trade
war with
China is meet-
ing at least
one of his

goals. The U.S. trade deficit
with China in the past 12
months has shrunk to its nar-
rowest since 2012.

Unfortunately, that narrow-
ing has come from the U.S.
buying less from China, rather
than China buying more from
the U.S. Slack Chinese imports
are a symptom of the underly-
ing reason China’s trade sur-
pluses, not just with the U.S.
but the world, persist: China
consumes too little and saves
too much.

True, China’s overall sur-
pluses have shrunk sharply as
a share of its gross domestic
product in the past decade.
But because GDP has grown
so much, the surpluses, espe-
cially for manufactured
goods, remain enormous.
Consumption is still under
40% of Chinese GDP, one of
the lowest percentages
among major economies. The
persistence of those imbal-
ances is why trade conflicts
aren’t about to go away even
if Mr. Trump isn’t re-elected.

The consequences of
global trade surpluses and
deficits are the subject of
“Trade Wars are Class Wars:

How Rising Inequality Dis-
torts the Global Economy and
Threatens International
Peace.” The authors are Mat-
thew Klein, economics com-
mentator at Barron’s, a sister
publication of The Wall
Street Journal, and Michael
Pettis, an economist who
teaches at Peking University’s
Guanghua School of Manage-
ment.

Messrs. Klein and Pettis
shed new light on an old issue
by showing how global sav-
ings imbalances result from
the growth model used by
China, as well as Germany.
That model systematically
suppresses the wages and
consumption of ordinary
workers to generate high sav-
ings that can be invested in
new industries, or abroad.
“The high savings model
forces ordinary people to
spend less so that the govern-
ment and business elites can
spend more,” they explain. It’s
the same model used by Brit-
ain during the Industrial Rev-
olution and the Soviet Union
in the 1920s and 1930s.

L
ike South Korea and
Japan before it, China
grew rapidly by chan-

neling people’s savings into
high-return investments in
education, public infrastruc-
ture and export-oriented in-

Pettis write, inequality in
China contributed to inequal-
ity in the U.S.

“The U.S. financial system
and consumer market func-
tion as a safety valve for ex-
ploitation elsewhere,” the au-
thors write. “Unless policies
in the rest of the world
change, the U.S. cannot uni-
laterally reduce inequality,
raise living standards, and
stabilize or reduce its current
account deficit.”

Though the worst of the
China shock had dissipated
by 2016, its legacy helped
send Mr. Trump to the White
House on an anti-free-trade
platform.

C
hina may have hoped its
“phase one” trade deal
with Mr. Trump and

narrowing surpluses would
damp protectionism. Coinci-
dentally, in the first quarter
its current account, which in-
cludes trade in goods and ser-
vices and investment income,
flipped from surplus to deficit
as the coronavirus hampered
exports.

But events are going in the
wrong direction. Through
May, Chinese purchases of
U.S. goods are running at just
half its commitment, accord-
ing to Chad Bown of the Pe-
terson Institute for Interna-
tional Economics.

China’s manufacturing has
recovered faster than its re-
tail sales, suggesting sur-
pluses are about to re-
emerge. Yet the world is in
no mood to absorb China’s
production glut: Demand is
depressed everywhere. These
are the ingredients of a
global fight for market share
fueled by protectionism and
currency devaluation.

In the U.S., anti-China
sentiment in both parties
has been whetted by the cor-
onavirus, pursuit of techno-
logical dominance, geostra-
tegic bullying and crackdown
on domestic dissent, includ-
ing in Hong Kong. Senators
from both parties have taken
aim at global imbalances by
proposing a tax on foreign
purchases of U.S. stocks and
bonds, intervention in cur-
rency markets to weaken the
dollar, and even repudiation
of some Treasury debt held
by China. If Joe Biden de-
feats Mr. Trump, it will be
as the head of a Democratic
Party more comfortable with
interventionism and less at-
tached to free trade.

China has long sought to
tamp down trade frictions
by making its economic
model more consumer
friendly. It may find those
efforts are too little, too
late.

While the U.S. trade deficit with China has shrunk, it has grown
elsewhere. The underlying driver of Chinese surpluses, low
consumption, persists.

U.S. trade deficit, 12-month
total, with:

Consumer spending as share
of gross domestic product

Sources: U.S. Census Bureau via Factset, Federal Reserve Bank of St. Louis (trade deficit); U.S.
Commerce Department via Federal Reserve Bank of St. Louis (U.S. spending); CEIC (China spending)
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schools are offering hybrid or
in-person classes must be here
to participate. Colleges and
foreign students swiftly criti-
cized the rules, saying they
erected unnecessary obstacles
that would prevent some from
continuing or beginning their
academic careers.

ICE, its parent agency the
Department of Homeland Se-
curity and their acting leaders
are named in the suit.

Ken Cuccinelli, a top official
at the Department of Homeland
Security, said on CNN Tuesday
that the policy was designed in
part to “encourage schools to
reopen.” His words are cited in
the universities’ lawsuit.

An ICE spokeswoman said
she couldn’t comment on
pending litigation.

There were nearly 1.1 mil-
lion international students at
U.S. colleges in the 2018-19 ac-
ademic year, including those
working after graduation
while on student visas.

Harvard University and the
Massachusetts Institute of
Technology sued the Trump
administration in federal court
over new rules barring inter-
national students from staying
in the U.S. while taking classes
entirely online this fall.

The suit, filed Wednesday in
the U.S. District Court for Mas-
sachusetts, seeks a temporary
restraining order prohibiting
the government from enforcing
rules that were laid out Mon-
day by U.S. Immigration and
Customs Enforcement govern-
ing how foreign students can—
and can’t—enroll at U.S. uni-
versities this fall in light of the
coronavirus pandemic.

Among the restrictions:
Those foreign students attend-
ing schools offering classes
only online can’t be in the U.S.
to take their web-based
courses, and those whose

BY MELISSA KORN
AND MICHELLE HACKMAN

Universities Sue Over
Foreign-Student Ban

Education Secretary Betsy DeVos, with Vice President Mike Pence at the White House on Wednesday, has argued for in-person instruction.
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ceiving regular school meals.
Mayor Bill de Blasio said

New York City’s plan would bal-
ance the safety of students and
staff with the need for aca-
demic progress. City officials
said they are reviewing CDC
guidance, and asking principals
to create plans that take social

distancing of 6 feet into ac-
count, as well as deep cleaning
daily, hand sanitizer, and the
use of face coverings by stu-
dents and staff.

“Whatever we do has to be
first and foremost seen through
the prism of health and safety,”
said Mr. de Blasio, a Democrat.

School advocates and out-
side groups estimate that pub-
lic schools will need billions of
dollars in federal aid to cover

CDC guidelines can
have the effect of
reducing in-person
capacity at schools.
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Former officer Thomas Lane with his attorney Earl Gray last month.
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WASHINGTON—The Trump
administration proposed a
new set of rules that would
block migrants from applying
for asylum if they came from
or passed through a country
with a widespread contagious
disease such as the coronavi-
rus.

That would in effect block
nearly all asylum seekers at
the U.S. southern border from
applying for any form of hu-
manitarian protection in the
U.S. and would put them on a
fast track to deportation in-
stead.

The new rules expand on a
provision of immigration law,
which says applicants can be
denied asylum if they pose a
danger to the security of the
country, by classifying a pub-
lic-health threat as a form of

danger. Communicable dis-
ease, the agencies say, could
pose a threat to Department of
Homeland Security facilities
housing migrants, as well as to
the U.S. economy if the dis-
ease were to spread.

Migrants themselves
needn’t exhibit symptoms of
the disease to be considered a
threat; merely passing through
a country where the disease is
present is enough.

According to the rule, the
entry of people “traveling from
these countries currently con-
tinues to pose a risk of further
transmission to the United
States, which otherwise has
been making progress within
its borders to stem the further
spread of the pandemic.”

The U.S. has the highest
daily confirmed Covid-19 case
average in the world, at 19,854
as of Wednesday, according to

data compiled by Johns Hop-
kins University. That compares
with a daily average of 1,421
for Mexico, which ranks ninth.
However, the data also shows
the U.S. with a testing positiv-
ity rate of 5.48%, 17th in the
world, compared with Mex-
ico’s rate of 21.94%, placing it
fourth in the world after Peru,
Brazil and Qatar.

The rules would apply to
any disease the U.S. govern-
ment has designated a public-
health emergency, but would
also permit the attorney gen-
eral and secretary of Home-
land Security to declare future
outbreaks as threats for the
purpose of judging asylum.

There were 212,846 asylum
applications filed in the gov-
ernment’s 2019 fiscal year, ac-
cording to the government of-
fice that oversees immigration
courts.

BY MICHELLE HACKMAN

U.S. Seeks to Bar Asylum to
Migrants From Disease Hubs

States Built Up
Rainy-Day Funds

The decadelong economic
expansion that ended in Febru-
ary allowed states to replenish
rainy-day funds. The median
state went into the crisis with
reserves totaling a record 7.8%
of its general fund budget, ac-
cording to the National Associ-
ation of State Budget Officers.

California lawmakers used $9
billion of their $16 billion rainy-
day fund to help balance the
$202 billion budget that Gov.
Gavin Newsom, a Democrat,
signed June 29. Even so, state
employees will have to take up

to two unpaid furlough days a
month, and public colleges and
universities face about $602 mil-
lion in reductions.

Some states are putting off
hard decisions. New Jersey Gov.
Phil Murphy, a Democrat, signed
a $7.6 billion stopgap budget for
the next three months, which
cuts $1.2 billion in previously al-
located spending.

With an uncertain outlook,
officials are trying to maintain
reserves in anticipation of more
lean years. “You may need to
use it in 2022 and beyond,” said
Brian Sigritz, director of state
fiscal studies at the budget offi-
cers’ association. “They’re not
expecting this decline to be a
one-year or two-year thing.”

RevenueVolatility
Year-over-year change in state
and local quarterly tax receipts.

Source: Commerce Department
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sitting in his car—on suspicion
of using a counterfeit $20 bill,
he wouldn’t immediately show
his hands, so Mr. Lane drew his
weapon, but put it away after
Mr. Floyd complied, according
to the filings. Still, Mr. Floyd
wouldn’t get out of the car.

“Please don’t shoot me, Mr.
Officer. Please, don’t shoot me

man,” Mr. Floyd said, accord-
ing to a transcript of body
camera footage.

“Step out and face away. I’m
not shooting. Step out and face
away,” Mr. Lane said.

“Okay, okay, okay. Please.
Please, man. Please. Please,”
Mr. Floyd said.

“Get out of the car,” Mr.
Lane said.

“Stop resisting Floyd!” said
one of the other passengers in
the car.

As officers tried to get Mr.

Floyd to walk to a squad car,
he repeatedly said that he
couldn’t breathe and was
claustrophobic.

When officers finally got
him inside the car, Mr. Floyd
began to thrash and hit his
head against the glass inside
the squad car, causing his
mouth to bleed, the new filing
says.

Officers called an ambulance
because of the bleeding and
then held Mr. Floyd down on
the ground because they be-
lieved he would injure himself
further if he wasn’t restrained,
according to the filing.

“I can’t breathe,” Mr. Floyd
said at one point while he was
on the ground.

“You’re fine, you’re talking
fine,” said officer J. Alexander
Kueng, according to a tran-
scription of body camera foot-
age.

“I’m through, I’m through.
I’m claustrophobic. My stom-
ach hurts. My neck hurts. Ev-
erything hurts. Need some wa-
ter or something, please.
Please? Can’t breathe officer,”
Mr. Floyd said, adding later:
“You’re going to kill me, man.”

—Julie Wernau
contributed to this article.

George Floyd told the Min-
neapolis police officers who ar-
rested him that he couldn’t
breathe, was claustrophobic
and afraid of being killed by
police before being pinned to
the ground by officers, accord-
ing to court filings that pro-
vide new details of his May 25
killing.

The filing came from an at-
torney representing Thomas
Lane, one of the officers
charged in the killing, who
asked a Hennepin County judge
Tuesday to dismiss charges of
abetting second-degree murder
against his client, saying the
officer didn’t play an inten-
tional role in the slaying.

Mr. Lane said the officers
had pinned Mr. Floyd to the
ground after he struggled
while being arrested, including
smashing his head against
glass inside the squad car until
he bled.

The filing includes tran-
scripts of body camera footage
and interviews with Mr. Lane,
who said he believed Mr. Floyd
was in medical distress and re-
peatedly asked his more senior
officer, Derek Chauvin, if they
should roll Mr. Floyd on his
side.

In videos that emerged after
Mr. Floyd’s May 25 killing, Mr.
Chauvin is seen kneeling on
Mr. Floyd’s neck for around
eight minutes. Mr. Lane is
holding down Mr. Floyd’s feet
while another officer is on his
back. A fourth keeps concerned
bystanders away.

Mr. Chauvin has been
charged with second-degree
murder and the other three, in-
cluding Mr. Lane, have been
charged with aiding and abet-
ting second-degree murder.

When officers first ap-
proached Mr. Floyd—who was

BY JOE BARRETT

Floyd Told Police Officers Before
Pinning He Feared Being Killed

People waited to enter the U.S. at a border crossing in Matamoros, Mexico, in May.
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State and local governments
from Georgia to California are
cutting money for schools, uni-
versities and other services as
the coronavirus-induced reces-
sion wreaks havoc on their fi-
nances.

Widespread job losses and
closed businesses have reduced
revenue from sales and income
taxes, forcing officials to make
agonizing choices in budgets for
the new fiscal year, which
started July 1 in much of the
country.

Governments have cut 1.5
million jobs since March,
mostly in education, and more
reductions are likely barring a
quick economic recovery. In
Washington state, some state
workers will take unpaid fur-
loughs. In Idaho, Boise State
University cut its baseball and
swim teams in an effort to save
$3 million.

Dayton, Ohio, Mayor Nan
Whaley says the city may have
to cut up to 8% of its general
fund budget, which pays for
fire, police, roads, trash collec-
tion and other services.

“I’m concerned we’ll have to
lay folks off before the end of
the year,” Ms. Whaley said.

Nationwide protests sparked
by the killing of George Floyd at
the hands of Minneapolis police
have heightened attention to
municipal budgeting. In many
cities, protesters are demanding
that police budgets be cut or
money redirected toward social
services.

Across the country, the
weeks before July 1 were
marked by a scramble to com-
plete spending plans. The task
has been complicated by uncer-
tainty over the economic out-
look, which depends largely on
unknowns such as the course of
the virus and how quickly a vac-
cine can be developed. As a re-
sult, budgets may have to be re-
written in the coming months.

“I don’t think you can over-
state the amount of uncertainty
that states are dealing with,”
said Tracy Gordon, an expert on
state and local budgets at the
Urban Institute in Washington.
“You’re asking revenue estima-
tors basically to consult epide-
miological models and public
health experts and take account
of all kinds of variables that are

normally not part of their fore-
casts.”

Adding to the uncertainty:
Many states pushed back the in-
come-tax-filing deadline to July
15 from April 15, following the
U.S. Treasury’s lead. While that
should bring a short-term reve-
nue boost, officials don’t know
how much revenue to expect in
the months ahead.

It is also unclear whether
states will get more help from
Congress, which in March pro-
vided $150 billion but limited
its use for pandemic response.
Dayton got about $8 million
and will use it to buy face
masks, Ms. Whaley said.

The National Governors As-
sociation says states need an-
other $500 billion in federal aid.
The U.S. Conference of Mayors
says cities need $250 billion.

The Democratic-led House in
May passed a bill that included
$1 trillion to help state and local
governments. Republican sena-
tors have paused discussion on
another fiscal package until
later this month.

Almost all states and local
governments require balanced
budgets. For now, they have
largely avoided raising taxes to
plug budget holes, opting in-
stead to cut spending or dip
into reserves.

In Georgia, Gov. Brian Kemp
signed a budget bill that re-
duces spending by about 10%,
including a $950 million cut to
the main state education fund.
Some poorer school districts
rely on the state to cover 70%
of operating expenses, said
Margaret Ciccarelli, director of
legislative services for Page
Inc., the state’s teachers’ asso-
ciation.

“These are challenging times
and the budget reflects that re-
ality,” Mr. Kemp, a Republican,
said on June 30.

Maryland imposed $412 mil-
lion in cuts, of which $136 mil-
lion will come from higher edu-

cation, an 8% reduction.
Funding was also reduced for
Washington, D.C.-area transit
system, neighborhood revital-
ization and drug treatment.

The fiscal squeeze comes as
cities face demands to cut po-
lice funding in the wake of Mr.
Floyd’s killing. Los Angeles re-
directed $150 million from the
police department’s nearly $2
billion budget to social ser-
vices.

In New York, Mayor Bill de
Blasio and the City Council
struck a deal that he said
would cut the police budget by
about $1 billion, to $5.2 billion,
and protesters are demanding
even larger reductions.

The Atlanta City Council
narrowly defeated a proposal to
hold back some police funding
until the department presented
a plan to become more inclu-
sive and transparent.

Most years, Atlanta council
members hear two to three
hours of public comment on the
budget. This year, they listened
to about 50 hours, largely
about police funding, said City
Council President Felicia
Moore. To comply with social-
distancing efforts, people called
in to record their comments
rather than appear in person.

“We had calls from people
all over the world,” Ms. Moore
said.

—Alicia Caldwell
and Joseph De Avila

contributed to this article.

BY DAVID HARRISON

Local Governments Cut Spending
Education takes much
of the reductions;
1.5 million jobs have
been shed since March

Mayor Nan Whaley says Dayton, Ohio, may have to cut as much as 8% of the city’s general fund budget.

WASHINGTON—The U.S.
budget deficit totaled $863 bil-
lion in June, nearly as much as
the entire gap for fiscal year
2019, as federal spending tri-
pled to combat the coronavirus
pandemic and tax revenues
plunged, the Congressional
Budget Office said Wednesday.

Outlays soared to $1.1 tril-
lion last month, nearly half of
which went to emergency
small-business loans under the
Paycheck Protection Program,
CBO estimated. Congress en-
acted the law in March to help
small companies meet payroll
expenses and keep workers at-
tached to their jobs.

Spending on unemployment
insurance benefits also surged
last month, as millions of
Americans remained out of
work despite efforts by many
states to resume normal activ-
ity after months of shutdowns.
Outlays for jobless benefits
climbed from $2 billion in
June 2019 to $116 billion last
month, nearly half of which
was because of the extra $600
in weekly benefits that Con-
gress authorized as part of
what is known as the Cares
Act. Those enhanced payments
are set to expire at the end of
this month unless Congress
chooses to extend them.

Spending for other safety-net
programs also climbed last
month, including outlays for nu-
trition assistance, Medicaid and
emergency funds for hospitals.

Federal revenues, mean-
while, sank 28%, to $242 bil-
lion, which the CBO attributed
to declining wages and re-
duced economic activity,
which weigh on tax collection,
as well as the administration’s
decision to delay tax-payment
deadlines until July 15.

Federal deficits typically
deepen during economic down-
turns, as rising unemployment
pushes up spending on safety-
net programs such as jobless
benefits and food stamps, and
weighs on federal tax revenues.
The U.S. budget gap was al-
ready expanding—and was on
track to exceed $1 trillion in the
fiscal year that ends Sept. 30—
when the coronavirus pandemic
hit. Congress has since autho-
rized $3.3 trillion in new spend-
ing to help combat the virus.

BY KATE DAVIDSON

Budget
Deficit
Ballooned
In June
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Thomas Lane says
George Floyd hurt
his head in the
patrol car.
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mendations, and the report
Wednesday doesn’t touch on
some key areas of debate in
the party, such as expanding
Medicare to all Americans or a

to a contractor. He said in a
court filing that a Hong Kong
company, ACA Capital, paid a
$1 million deposit on separate
work he commissioned from a
research firm, Virginia-based
Strategic Vision. At the time of
the payment in January 2018,
ACA Capital was owned by a
man named William Je, Hong
Kong corporate records show.

FBI agents have asked peo-
ple familiar with Messrs. Ban-
non and Guo’s activities
whether they knew of Mr. Je
and ACA, or the source of the
money for Mr. Bannon, accord-
ing to people aware of the in-
quiries.

A spokeswoman for the FBI
declined to comment. Neither
Mr. Je nor his attorney re-
sponded to messages seeking

comment.
Mr. Bannon teamed up with

Mr. Guo after Mr. Bannon left
the White House in August
2017, and together they
launched what was billed as a
$100 million effort to investi-
gate alleged abuses of power by
Chinese President Xi Jinping
and the Communist Party. He
has also appeared in online vid-
eos alongside Mr. Guo.

Mr. Bannon entered into a $1
million contract with Guo Me-
dia, which is owned by a Dela-
ware entity, in 2018 for “strate-
gic consulting services,” which
included “introducing the Com-
pany to media personalities,”
according to the contract, a
copy of which was published by
Axios.

Last month the two men

started a campaign to create a
“New Federal State of China,”
and Mr. Guo persuaded two of
China’s most celebrated ath-
letes to denounce the ruling
Communist Party.

Still, some have raised
doubts about Mr. Guo’s loyal-
ties. Mr. Guo hired Strategic Vi-
sion in 2018 to investigate cer-
tain people he said were tied to
top officials of the Chinese
Communist Party, according to
court filings.

The contract between Stra-
tegic Vision and Mr. Guo is now
in litigation. After examining
the research list provided by
Mr. Guo, Strategic Vision ac-
cused Mr. Guo himself of being
a Chinese “dissident hunter,”
according to one of the court
filings in the litigation; Mr. Guo

U.S. NEWS

alongside others to eliminate
the Chinese Communist Party
and free his fellow countrymen
in China.”

Mr. Guo, a former property
tycoon, in 2014 fled China,
where he is accused of wrong-
doing including bribery, fraud,
money laundering, kidnapping
and rape—allegations he has
denied. He also has applied for
asylum in the U.S.

Mr. Guo has vexed Beijing
with online videos and social-
media posts alleging corrupt
links between political and cor-
porate elites. Mr. Guo won the
support of China hawks in the
Trump administration in 2017
with a stream of criticism di-
rected at Beijing.

A spokeswoman for Mr. Ban-
non said, “Neither Steve or any
of his affiliates have been con-
tacted by the FBI about any-
thing, let alone this matter.”

Mr. Bannon described him-
self as “public enemy #1” of the
Chinese Communist Party.

A person familiar with Mr.
Bannon’s activities added that
the contract signed in 2018,
with Guo Media, was for one
year only and wasn’t renewed.

“Mr. Bannon and Mr. Guo
have worked together on fight-
ing the [Chinese Communist
Party] and also on setting up a
media and technology distribu-
tion platform that breaks
through the firewall directly to
the Chinese people in China
and across the globe,” the per-
son said.

China’s embassy didn’t re-
spond to a request for com-
ment.

The Wall Street Journal
couldn’t determine the source
of funds used to pay Mr. Ban-
non. But Mr. Guo has in the
past used what appeared to be
a third party to provide funds

has denied that claim. Mr. Guo,
through a company he con-
trolled, first sued Strategic Vi-
sion over breach of contract,
and the research firm counter-
sued with its own breach of
contract claims.

A New York state court on
June 28 dismissed a lawsuit
filed by Mr. Guo against Wall
Street Journal publisher Dow
Jones & Co. over its reporting
about the litigation between
Strategic and the Guo-linked
entity.

The FBI viewed Mr. Guo as a
potential informant for the
agency and tried unsuccessfully
to cultivate him as one around
2017, according to people famil-
iar with his recruitment. The
FBI at that time also con-
fronted Chinese agents who
had allegedly come to the U.S.
to force Mr. Guo to return to
China and ordered them to
leave the country, the Journal
previously reported.

When Strategic Vision, the
research firm that is involved
in the dispute with Mr. Guo, at-
tempted to subpoena Mr. Ban-
non last year to testify about
his relationship with Mr. Guo
and their contract, an attorney
for Mr. Bannon said that the
former White House adviser
worked with Mr. Guo, but dis-
missed the subpoena as a fish-
ing expedition.

“Strategic Vision is attempt-
ing to use the subpoena to ha-
rass, intimidate, and embarrass
Mr. Bannon by prying into his
professional relationship with
Mr. Guo as well as his personal
finances…in order to drum up a
media circus and further harass
Mr. Bannon,” Mr. Bannon’s at-
torney at the law firm Quinn
Emanuel Urquhart & Sullivan
LLP wrote in a December 2019
letter filed in the litigation.

The FBI is examining exiled
Chinese businessman Guo Wen-
gui and the money used to fund
his media efforts in the U.S., in-
cluding his work with Steve
Bannon, a former senior ad-
viser to President Trump, ac-
cording to people familiar with
the matter.

Federal Bureau of Investiga-
tion national security agents in
recent months have asked peo-
ple who know both men for in-
formation on Mr. Guo’s activi-
ties, including the source of
funds of a media company
linked to him that hired Mr.
Bannon in 2018 as a consultant,
the people said.

As recently as last week, the
FBI met with one person famil-
iar with the companies tied to
Mr. Guo, the people said. The
probe has been under way for
more than six months, and
prosecutors from the U.S. At-
torney’s offices in Manhattan
and Brooklyn have been in-
volved, some of the people said.

The purpose of the FBI’s in-
terests couldn’t be determined.

A lawyer for Mr. Guo said
his client hadn’t been contacted
by the FBI.

“The FBI has never reached
out to Mr. Guo or his colleagues
about any of these matters,”
the lawyer said. “Mr. Guo is
honored to have the freedom in
the United States working

By Aruna Viswanatha,
Brian Spegele

and Rebecca Davis
O’Brien

Bannon Work Part of U.S. Probe of Exile
FBI looks into Chinese
businessman, funding
source of firm that
hired ex-Trump aide

Steve Bannon, left, with Guo Wengui at an event in New York in late 2018.
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tarian institutions.
The latest religion rulings

reflect a yearslong drive by the
court’s conservative majority,
on occasion joined by more lib-
eral justices, toward a legal
framework that grants religious
institutions more freedom from
public policies they oppose and
more access to public benefits.

“These decisions continue
the Roberts Court’s campaign
to ensure that religious actors
are maximally protected,” said
Cornell University law profes-
sor Nelson Tebbe.

The trend, Mr. Tebbe said, is
clear: The court is strengthen-
ing the Constitution’s protec-
tions for the free exercise of re-
ligion while weakening a
separate constitutional clause
that prohibits government es-
tablishment of religion.

Justice Clarence Thomas
wrote the majority decision ap-
proving Trump administration
exceptions to the regulation re-
quiring that employer-provided
health-insurance plans cover
birth control with no out-of-
pocket costs.

While churches already were
exempt, there have been years
of legal battles over whether
other employers, including
those with religious affiliations,
must comply.

ContinuedfromPageOne

Mr. Trump. He was acquitted
by the Senate earlier this year.

Col. Vindman, a decorated
Iraq war veteran, confirmed on
Twitter that he “requested re-
tirement from the U.S. Army, an
organization I love.”

Col. Vindman’s decision to
retire came after his pending
promotion to full colonel had
been held up at the Pentagon.

Defense Secretary Mark Es-
per said last year that he would
not retaliate against Col. Vind-
man. But an Army promotion
list that included more than
1,000 names, including that of
Col. Vindman, stalled as offi-
cials weighed how to proceed. A
defense official said Wednesday
that Mr. Esper on Monday ap-
proved the promotion list, in-
cluding Col. Vindman’s.

In the House inquiry, Col.
Vindman testified that a call in
July 2019 by Mr. Trump to the
Ukrainian president was “inap-
propriate and improper.”

Lt. Col. Alexander Vindman,
the Army officer who testified
last year against President
Trump during House impeach-
ment hearings, has announced
he is retiring from the service.

He is leaving due to pressure
from the White House, said Da-
vid Pressman, his attorney.

Col. Vindman, formerly as-
signed to the National Security
Council at the White House, re-
alized his future in the Army
would “forever be limited,” Mr.
Pressman said. “Through a
campaign of bullying, intimida-
tion and retaliation, the presi-
dent of the United States at-
tempted to force [Col.]
Vindman to choose between
adhering to the law or pleasing
a president.” The White House
National Security Council de-
clined to comment.

The House approved two ar-
ticles of impeachment against

fordable Care Act, offering
free college tuition for families
making less than $125,000 and
expunging records of those
convicted of cannabis use.

“I commend the Task
Forces for their service and
helping build a bold, transfor-
mative platform for our party
and for our country,” Mr. Bi-
den said in a statement.

Mr. Biden has been aiming
for a more unified party than
in 2016, when supporters of
Mr. Sanders and then-nominee
Hillary Clinton fought over
policy during platform negoti-
ations. Some Sanders support-
ers walked out of the conven-
tion hall.

Mr. Sanders said in an in-
terview Wednesday that his
longtime relationship with Mr.
Biden has influenced the pro-
cess in a positive way this cy-
cle. “We disagree on issues,
but we have…a sense of trust
and respect for each other, and
I think those feelings were car-
ried over into the task forces.”

push to defund police depart-
ments. Many of the policies in
the document had already
been proposed by Mr. Biden,
including expanding the Af-

The Obama administration
had sought to provide women
with coverage while relieving re-
ligious employers that objected
to providing it. The Obama-era
system required those employ-
ers to file a notice with the De-
partment of Health and Human
Services, triggering an alternate
mechanism to provide coverage.

But some employers, includ-
ing a Catholic religious order
called Little Sisters of the Poor,
said filing such forms made
them complicit in their employ-
ees’ contraceptive practices.

The Trump administration
responded by providing a blan-
ket exemption from the cover-
age requirement for any em-
ployer, including for-profit and
publicly traded corporations,
that asserted religious or moral
objections. The states of Penn-
sylvania and New Jersey chal-
lenged the blanket exemption.

Justice Thomas observed
that the contraceptive mandate
isn’t part of the statute’s text
but was implemented under au-
thority Congress gave to the
federal Health Resources and
Services Administration to de-
fine essential care for women.

“The same capacious grant of
authority that empowers HRSA
to make these determinations
leaves its discretion equally un-
checked in other areas, includ-
ing the ability to identify and
create exemptions from its own
Guidelines,” he wrote, joined by
Chief Justice John Roberts and
Justices Samuel Alito, Neil Gor-
such and Brett Kavanaugh.

Justice Elena Kagan, joined
by Justice Stephen Breyer,
agreed. But they stressed that
the court had left unresolved

another argument by the
states—that the Trump policy
was unreasonable—and sug-
gested the plaintiffs’ position
might prevail when the case re-
turns to the lower courts.

In dissent, Justice Ginsburg,
joined by Justice Sotomayor,
said that the majority forced
women to pay the cost of their
employers’ religious beliefs.

“For the first time, the Court
casts totally aside countervail-
ing rights and interests in its
zeal to secure religious rights
to the nth degree,” she wrote.
Congress, she said, had set the
stage for women to have ready
access to contraceptives and
other preventive measures that
safeguard their health and al-

low them “to chart their own
life’s course.”

Mother Loraine Marie Ma-
guire of the Little Sisters said
the ruling means that the con-
traception mandate “will no lon-
ger steal our attention from our
calling” to serve the elderly poor.

“No employer should deny
their employees medicine
based only on the employer’s
personal beliefs,” responded
Pennsylvania Attorney General
Josh Shapiro, a Democrat.

As a practical matter, voters
will likely have the next word.
If November’s election hands

the White House to the likely
Democratic nominee, Joe Bi-
den, the regulation could be
rolled back. And if Democrats
take control of the Senate, ad-
ditional legislation expanding
reproductive rights is possible.

Justice Alito wrote the
schools case, Our Lady of Gua-
dalupe School v. Morrissey-
Berru, concluding that First
Amendment religion guarantees
immunized the schools from the
teachers’ discrimination claims.

In 2012, the Supreme Court
recognized a “ministerial ex-
ception” to antidiscrimination
law, reasoning that religious-
freedom rights bar the govern-
ment from a role in selecting
members of the clergy, even in-
directly by allowing private
lawsuits over practices that are
illegal in other workplaces.

Wednesday’s ruling expands
that principle to lay teachers.

“The religious education and
formation of students is the
very reason for the existence of
most private religious schools,
and therefore the selection and
supervision of the teachers upon
whom the schools rely to do this
work lie at the core of their mis-
sion,” Justice Alito wrote.

In dissent, Justice Soto-
mayor framed it differently.

“Two employers fired their
employees allegedly because one
had breast cancer and the other
was elderly,” she wrote, joined
by Justice Ginsburg. She la-
mented that “because the em-
ployees taught short religion
modules at Catholic elementary
schools,” they now “could be
fired for any reason, whether re-
ligious or nonreligious, benign or
bigoted, without legal recourse.”

Religious
Rights Are
Expanded

The court has
moved away from a
strict separation of
church and state.

Allies of Joe Biden and Ber-
nie Sanders are recommending
the Democratic Party support
eliminating carbon emissions
from power plants by 2035
and making it easier to prose-
cute police for civil-rights vio-
lations, offering the latest evi-
dence the party is uniting
behind a common agenda
faster than in 2016.

The recommendations, re-
leased Wednesday by the Biden
campaign and compiled by task
forces made up of people cho-
sen by the former vice presi-
dent and the Vermont senator,
are expected to form the base
of the Democratic Party plat-
form, which will be formally
voted on at the convention
next month, according to peo-
ple familiar with the plan.

Mr. Biden, the presumptive
Democratic presidential nomi-
nee, hasn’t promised to adopt
all of the task force recom-

BY ELIZA COLLINS
AND KEN THOMAS

Biden and Sanders Allies Agree Impeachment Witness
Vindman to Exit Army

Task forces representing both camps compiled the recommendations.
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book’s head of security policy,
said. Some 260,000 accounts fol-
lowed one or more of the pages.

A lawyer for Mr. Stone didn’t
respond to a request for com-
ment. Mr. Stone was convicted
last year on charges of lying to
Congress, witness tampering and
obstruction of a congressional
proceeding. He was scheduled to
begin serving a 40-month federal
prison sentence on July 14 but
has asked an appeals court to
delay his reporting date over con-
cerns about Covid-19.

—Dustin Volz

FLORIDA

Ex-Gov. Mixson Dies;
Held Office 3 Days

Former Florida Gov. Wayne
Mixson, whose three-day term
was shortest in state history,
died Wednesday. He was 98.

Mr. Mixson took over the top
spot on Jan. 3, 1987, when Gov.
Bob Graham resigned early to be
sworn into the U.S. Senate. Mr.
Mixson died at his home in Tal-

lahassee surrounded by his wife,
Margie, and loved ones, accord-
ing to his family.

The two-term lieutenant gov-
ernor said his three days as gov-

ernor were “fully packed.” A con-
servative Democrat, Mr. Mixson
made close to 200 appointments
before Republican Bob Martinez
was sworn in as governor.

Mr. Mixson was later per-
suaded by longtime legislative
historian Allen Morris to have his
portrait hung alongside Florida’s
other governors at the Capitol.

—Associated Press

VIRGINIA

Richmond Removes
6th Civil War Statue

Work crews have taken down
the Confederate Soldiers and
Sailors statue, the sixth Confed-
erate monument to be removed
in Richmond amid national pro-
tests against police brutality and
symbols many see as racist icons.

Crews arrived at about 7 a.m.
Wednesday in the city’s Libby

Hill neighborhood to take down
the monument, which towers
100 feet high and was installed
in 1894. It depicts a Confederate
soldier standing atop a pillar.

Richmond Mayor Levar Stoney,
citing his emergency powers on
July 1, ordered the removal of all
city-owned Confederate statues.
A statue of Gen. J.E.B. Stuart was
taken down by crews on Tuesday
and four other monuments were
removed last week.

Richmond’s largest statue left
standing is on state land—the
massive monument to Confeder-
ate Gen. Robert E. Lee. Its re-
moval, under the orders of Gov.
Ralph Northam, has been
blocked at least temporarily by a
court injunction.

State and local governments
across the country have take
down monuments in response to
impassioned demonstrators.

—Associated Press

SMUGGLING ALLEGED: A federal official walked among 81 seized
vehicles worth $3.2 million in Fort Lauderdale, Fla., on Wednesday.
The shipment to Venezuela violated sanctions, officials said.
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SOCIAL MEDIA

Facebook Removes
Pages Tied to Stone

Facebook Inc. said Wednes-
day it had removed a network of
more than 100 pages and ac-
counts linked to Roger Stone, the
longtime confidant of President
Trump, because it violated the
company’s rules against coordi-
nated inauthentic behavior.

Mr. Stone and his associates
used fake Facebook and Insta-
gram accounts that were active
since at least 2015 to promote
media appearances and amplify
material related to the release of
hacked Democratic emails during
the 2016 election by WikiLeaks,
Facebook said.

In total, 54 Facebook accounts,
50 Facebook pages and four ac-
counts on Instagram were re-
moved, Nathaniel Gleicher, Face-

Officers in the narcotics
section of the Springfield,
Mass., Police Department rou-
tinely violate the constitu-
tional rights of citizens by us-
ing excessive force without
accountability, the Justice De-
partment said Wednesday in
announcing the findings of an
investigation into the police
department’s practices.

Narcotics officers “repeat-
edly punch individuals in the
face unnecessarily, in part be-
cause they escalate encounters
with civilians too quickly and
resort to unreasonable take-
down maneuvers that, like
head strikes, could reasonably
be expected to cause head in-
juries,” officials from the Jus-
tice Department’s civil-rights
investigation wrote in a report
of their two-year probe.

Justice Department offi-
cials found chronic problems
with use of force, poor record-
keeping and repeated failures
to impose discipline for offi-
cers’ misconduct, Massachu-
setts U.S. Attorney Andrew
Lelling said.

The report noted that city
officials cooperated with the
probe, have already imple-
mented some remedial mea-
sures and hired an outside
consulting firm to help resolve
the problems. A police depart-
ment spokesman didn’t return
calls for comment.

“In the coming weeks, we
will seek to work with you to-
ward developing an appropri-
ate settlement to ensure that
all necessary reforms are im-
plemented efficiently and ef-
fectively,” Mr. Lelling and Eric
Dreiband, head of the Justice
Department’s civil-rights divi-
sion, said in a letter to Mayor
Domenic Sarno.

As part of the inquiry,
known as a pattern-or-practice
probe, Justice Department of-
ficials said they studied more
than 114,000 documents de-
tailing the department’s poli-
cies and procedures, internal
reports, training manuals,
video footage and investiga-
tive files. They also inter-
viewed officers and police de-
partment command staff, city
officials and community mem-
bers as part of the expansive
review, which found officers
engaged in patterns of consti-
tutional-rights violations.

Such wide-ranging civil
rights investigations were a
hallmark of the Obama admin-
istration’s efforts to overhaul
troubled local police depart-
ments, but the Trump admin-
istration has significantly cur-
tailed their use, focusing
instead on providing police
departments money and re-
sources for fighting violent
crime and other administra-
tion priorities.

Democrats and at least one
powerful Republican, Missouri
Sen. Roy Blunt, have called on
Attorney General William Barr
to conduct more pattern-or-
practice probes in the wake of
George Floyd’s killing in Min-
neapolis police custody in
May, which prompted wide-
spread protests and calls for a
transformation of policing in
America.

The inquiry into Spring-
field’s narcotics bureau,
opened in April 2018 after sev-
eral highly publicized contro-
versies involving its officers, is
the only pattern-or-practice
investigation opened under
the Trump administration.

BY SADIE GURMAN

DOJ Hits
City Police
Unit’s Use
Of Force
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about $1 billion in revenue in
2019, and about a quarter of its
sales came from e-commerce.
It has 500 stores around the
world and about 200 in North
America, after deciding to
close about 50 locations be-
cause of the pandemic.

Corporate America had
turned increasingly casual,
and fewer men were buying
suits. Once people started
sheltering at home, they
turned to even more casual at-
tire, such as sweatpants. As
people begin to head back to
the office, it isn’t known
whether they will return to a
more formal way of dressing.

“I’ve seen a growing trend
toward more casual dress
partly because that’s how our
clients are dressing,” said
Quyen Ta, a partner in law firm
King & Spalding LLP’s San
Francisco office. “I’ve met with
general counsels of public com-
panies who are in hoodies.”

Brooks Brothers hired the

investment bank PJ Solomon
last year to explore strategic
options, including a possible
sale, according to people fa-
miliar with the situation. It
also received a $20 million
loan from liquidation firm
Gordon Brothers, these people
said. The loan was from the
firm’s financing arm, which is
separate from the division
that handles liquidations, one
of the people said.

Brooks Brothers is expected
to attract buyers, other people
familiar with the situation
said. Authentic Brands Group
LLC, a licensing company that
owns the Barneys New York
and Sports Illustrated names,
is a potential suitor, they said.

Other sellers of men’s busi-
ness attire have also struggled
since the pandemic. Tailored
Brands Inc., parent of Men’s
Wearhouse and Jos. A. Bank,
said in June that it had moved
to conserve cash, such as by
taking longer to pay landlords

them for the pandemic.
United said it is still losing

$40 million a day, and airline
executives have said the initial
federal money provided time to
prepare for resizing their busi-
nesses and secure more private
sector cash. A senior United ex-
ecutive said the company
didn’t expect a further round
of government support to
cover staff costs beyond Oct. 1.

Delta Air Lines Inc. in June
issued notices of potential fur-
loughs to 2,500 pilots, but
hasn’t detailed how it could
hit other workers.

Other big carriers such as
Southwest Airlines Co. haven’t
said whether they might have to
cut staff. American Airlines CEO
Doug Parker said in June that
the pandemic could force the
U.S. industry to shrink by the
equivalent of one major carrier.

As with United, the final
number of industry furloughs
hinges on travel demand and

cuss the design of the trial.
Convalescent plasma, as the

plasma taken from recovered
patients is known, has emerged
as a promising, though un-
proven, treatment for Covid-19.
Recently published results from
an expanded-access study of
the therapy involving 20,000
patients found that the transfu-
sions resulted in few serious
side effects and that there
wasn’t an excessive mortality
rate. But investigators can’t de-
termine whether plasma im-
proved outcomes because ev-
ery patient in the study
received it.

Researchers want to see
whether drugs made by puri-
fying antibodies taken from
the donated blood could work
better than the convalescent
plasma. The drugs are known
as Covid-19 hyperimmune
globulin, or Covid-HIG.

The first of two trials spon-
sored by the National Institute
of Allergy and Infectious Dis-
eases testing Covid-HIG as a
treatment will begin in seri-
ously ill hospitalized patients
later this summer.

The study by Emergent and
Mount Sinai would explore
whether such a drug could
protect against infection.

Under the terms, Immu-
noTek Bio Centers LLC, which
manages and operates plasma-
collection centers, would pro-
vide Mount Sinai with the ma-
chines to collect plasma from
recovered Covid-19 patients at
the hospital. ImmunoTek’s FDA-
approved license would be ex-
tended to Mount Sinai to set up
plasma collection on site.

Mount Sinai would ship the
plasma to Emergent, of Gaith-
ersberg, Md., which would
manufacture the Covid-HIG
drug to be studied in the trial.

Drugmaker Emergent Bio-
solutions Inc. plans to work
with Mount Sinai Health Sys-
tem in New York City to test
whether a drug derived from
the blood plasma of recovered
Covid-19 patients can prevent
infections in doctors, nurses
and military forces.

The proposed study, which
the partners announced
Wednesday, would add to ef-
forts evaluating the coronavi-
rus-fighting potential of ex-
perimental drugs made from
plasma donated by recovered
patients. If the drug proves to
work safely, it could help pro-
tect health-care workers and
other people working in essen-
tial jobs who are at high risk
of infection until a vaccine is
ready and perhaps even after.

Some people don’t tolerate
vaccines, said Judith Aberg,
chief of the division of infec-
tious diseases and immunology
at Mount Sinai. “This offers an-
other avenue of prevention.”

The trial is being funded
with $34.6 million from the
Defense Department, which is
looking for drugs that could
help military units finding it
difficult to do their work while
maintaining social distance.

The partners are still work-
ing out the details, including
the number of subjects and
the start date. They must also
get permission from the Food
and Drug Administration to
conduct the study.

Investigators said they
would draw from previous
work using hyperimmune glob-
ulin products in the prevention
of diseases such as hepatitis B
to set up the study. The re-
searchers said they hope to
meet with the FDA soon to dis-

cases were reported over a pe-
riod of about six weeks.

“We have never gotten out
of the first wave,” said Dr. An-
thony Fauci, the nation’s top-
infectious disease expert, in an
interview with The Journal
podcast. “So I wish we would
stop talking about waves and
just look at the reality of
where we are right now.”

Higher case counts are at-
tributable in part to a rapid
expansion of testing across the
country. Even so, the percent-
age of positive test cases has
also been rising in parts of
Florida, California and else-
where, an indication that the
infection is accelerating, since
the expansion of testing
should bring the overall per-
centage of positive cases
down. Experts have said that
the higher percentage of posi-

tive tests can’t be explained by
increased testing alone.

Public-health officials say
the percentage of positive
tests combined with new case
numbers, hospitalization rates
and deaths, among other met-
rics, together show the virus’s
spread throughout a commu-
nity. Increased coronavirus-re-
lated hospitalizations have
strained hospital systems in
several states including Texas,
Arizona and Florida. Some
hospitals have struggled to
contain the spread of the dis-
ease from within their walls.

The U.S. death toll stands at
more than 131,000, according
to Johns Hopkins. The country
currently has 40.19 deaths per
100,000 residents, which
places it among the top 10
countries in the world in that
metric, its data shows.

While the U.S. has the most
fatalities of any country in the
world, it doesn’t have the
highest percentage of deadly
cases. The percentage of con-
firmed U.S. infections result-
ing in fatality declined slightly
to 4.4% from 4.8% a week ago,
according to a Journal analy-
sis of Johns Hopkins data.

The Centers for Disease
Control and Prevention has
estimated that more than 20
million people may have con-
tracted the virus, nearly 10
times the number of con-
firmed cases, so the actual
rate may be much lower.

Still, infectious-disease epi-
demiologists caution that
deaths typically lag behind
other indicators, as the dis-
ease often progresses over the
course of weeks in the most
severe cases.

The U.S. surpassed 3 million
confirmed Covid-19 cases less
than a month after crossing
the 2 million mark, as the vi-
rus spread rapidly in the na-
tion’s three most populous
states.

Climbing case counts in
California, Texas and Florida
drove the U.S. to a new single-
day record of infections, with
60,000 new cases reported, ac-
cording to data from Johns
Hopkins University.

After the coronavirus was
first reported in the U.S. in
January, the first million re-
ported cases developed over
roughly three months, as test-
ing centered around those who
had fallen ill and essential
workers. The second million

BY TALAL ANSARI
AND CATHERINE LUCEY

U.S. Cases Exceed 3 Million

FROM PAGE ONE

ployees could be rehired when
demand recovers.

“We can expect that this
crisis will have a long
shadow,” said Alexandre de
Juniac, director general of the
International Air Transport
Association, a trade group that
expects global airlines to lose
as much as $84 billion this
year, with revenues cut in half.

U.S. airlines have been
among the industry’s most
profitable, improving effi-
ciency and reducing debt after
years of consolidation, but
that wasn’t enough to prepare

ContinuedfromPageOne

United Sees
45% Cut to
Workforce

BY AMY DOCKSER MARCUS

Plasma-Derived
Drug to Be Tested

Health-care workers at the Texas Medical Center in Houston. Cases in California, Texas and Florida drove the U.S. to a new single-day record.
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In-store tailors at Brooks Brothers, which is known for its suits.
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and suppliers. Last week, Tai-
lored Brands skipped a bond
interest payment.

Founded in 1818, Brooks
Brothers, which pioneered
ready-made suits, came of age
along with the nation. Its
clothes have been worn by
dozens of U.S. presidents, in-
cluding Abraham Lincoln and
Theodore Roosevelt, as well as
tycoons ranging from the As-
tors to the Vanderbilts.

Brooks Brothers popular-
ized looks such as the reverse-
stripe “repp” tie, a take on
Britain’s regimental neckwear,
as well as Harris Tweed and
the Shetland sweater.

Brooks Brothers was ac-
quired by the British retailer
Marks & Spencer Group PLC in
1988. It was sold in 2001 to
Retail Brand Alliance Inc.,
which was controlled by Mr.
Del Vecchio, whose father
founded Luxottica Group SpA,
the Italian eyeglass maker. It
changed its name to Brooks
Brothers Group Inc. in 2011.

Robert Herbst, a 62-year-
old lawyer, remembers his fa-
ther taking him to buy a
Brooks Brothers shirt, tie and
blue blazer when he was about
7 years old. Later, when he
joined the law firm White &
Case LLP, he bought his first
Brooks Brothers suit.

“It was the uniform,” said
Mr. Herbst.

Mr. Herbst said that al-
though he has a closet full of
Brooks Brothers suits he has
been dressing more casually in
recent years.

“I used to wear suits five
days a week, and that’s very
rare now,” he said.

the takeup of buyouts.
The industry had been on a

roll before the crisis hit, with
low-cost carriers in emerging
markets helping drive a dec-
adelong boom that added 100
million new fliers a year,

while many airlines shrugged
off their legacy of losses to
generate record profits.

The pandemic has brought
that to a grinding halt, and
what United on Wednesday
called “a last resort” in pre-
paring staff for mass furloughs
signals that worse is to come,
with government aid providing

only a reprieve.
Overseas carriers including

United’s alliance partner
Deutsche Lufthansa AG and
British Airways have already
made public plans to shed large
parts of their workforce, with
airline and finance executives
not expecting global demand to
recover to 2019 levels for be-
tween three and five years.

United’s new CEO Scott
Kirby has said he has been
among the most cautious about
an industry recovery. This week
it reduced plans for more flying
in August just days after issu-
ing them, making the company
among the hardest hit by an in-
crease in Covid-19 cases in
some states as well as new
quarantine measures in the
New York area and Chicago.

Unions representing flight
attendants, pilots and others
are seeking to have the federal
payroll support extended an-
other six months. “The United

Airlines projected furlough
numbers are a gut punch, but
they are also the most honest
assessment we’ve seen on the
state of the industry,” said As-
sociation of Flight Attendants-
CWA President Sara Nelson.

Airline executives have said
they don’t expect a second
round to be approved in an
election year, given what they
view as the inevitability of a
demand recovery that will be
years in the making.

Delta CEO Ed Bastian and
others have said it would take
a vaccine or effective treat-
ment against the coronavirus
to restart growth.

While airports have been re-
jiggered to improve social dis-
tancing and airlines are press-
ing the wearing of masks and
the ability of in-cabin filters to
prevent the spread of the virus,
travelers are still nervous.

IATA this week said that
passengers are pushing back

potential travel plans, with
only 45% of almost 7,000 they
surveyed in early June aiming
to travel within the next six
months. That compares with
61% during a poll in April.

United employs 95,000 staff
world-wide, and the potential
furlough notices cover 45% of
its domestic employees,
though thousands have already
taken buyouts in a program
open through July 15. Unpaid
leave and other offers that also
could ultimately reduce the
number of involuntary cuts.

It expects the number of in-
voluntary cuts required should
be clearer by mid-August, and
a United executive said 26,000
staff have already taken part
in some form of voluntary pro-
gram this year, including buy-
outs and unpaid leave.

U.S. airlines employed
751,000 workers at the start of
the year, according to Trans-
portation Department data.

current troubles, saying in an
interview on Wednesday that
temporarily closing stores
during the lockdowns greatly
reduced revenue, yet the com-
pany still met its contractual
obligations to workers, suppli-
ers and other vendors. He said
he wished that the govern-
ment had provided a lifeline to
larger retailers the way it did
to small businesses.

“Through every era, we had
challenges, but we were confi-
dent we would be able to man-
age through them,” he said.
“Retailing has been changing a
lot in the last four to five
years, and we were in the pro-
cess of adapting to that new
environment. When coronavi-
rus came, there was really no
way to sustain things.”

While it seeks a buyer and
restructures its debts, Brooks
Brothers said it has secured a
$75 million debtor-in-posses-
sion loan from WHP Global.
WHP, backed by Oaktree Capi-
tal and BlackRock, is a brand-
management firm that owns
the Anne Klein and Joseph Ab-
boud brands.

Brooks Brothers was facing
challenges before the health
crisis forced nonessential re-
tailers temporarily to close
their stores. The company had

ContinuedfromPageOne

Brooks
Brothers in
Bankruptcy

The airline doesn’t
expect a second
round of job-saving
federal aid.
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SEOUL—The U.S. stands
ready to resume nuclear talks
if North Korea is willing to
make a deal, a top State De-
partment official said Wednes-
day, though Pyongyang has sig-
naled it is in no mood to come
back to the negotiating table.

In his first visit to Seoul
this year, Stephen Biegun, the

The U.K. government an-
nounced up to $38 billion in
new stimulus measures to
boost the country’s economy as
it exits lockdown, a path that is
being considered by other rich
nations as they seek to prevent
the economic shock of the pan-
demic from snowballing into a
multiyear slowdown.

Since lockdowns designed
to contain the coronavirus be-
came widespread in March,
governments world-wide have
committed trillions of dollars
to ensuring the survival of
businesses that saw their rev-
enues tumble and to support-
ing household incomes as the
number of hours worked
plummeted.

The U.K.’s new package
marks the start of a second
phase of government spending
and tax cuts designed to boost
demand and give businesses
the confidence to put their
employees back to work as the
lockdown is lifted.

“We need people feeling
confident,” Rishi Sunak, the
government’s treasury chief,
told lawmakers. “That will
drive growth,” he said. “That
will create jobs.”

However, the package was
much smaller than that an-
nounced by Germany’s govern-
ment in June, and some econ-
omists question whether it
would deliver the desired
boost to sentiment.

The package includes pay-
ments to businesses for retain-
ing furloughed workers and
hiring young people, as well as
grants to make homes and
public buildings more energy
efficient. There also were cuts
in taxes on hospitality and
home purchases. Mr. Sunak
said the package could cost
the government up to £30 bil-
lion ($38 billion) and that fur-
ther measures would be an-
nounced in the fall.

BY PAUL HANNON

Stimulus
Targets U.K.
Lockdown
Aftermath

ple’s Liberation Army garri-
son. Hong Kong’s top local of-
ficial, Chief Executive Carrie
Lam, welcomed their arrival.

“Having a law to follow is
the starting point for main-
taining national security,” Mrs.
Lam said, according to re-
marks released by the govern-
ment. “We must ensure that
law enforcement is strict and
violations of the law will be
investigated.”

The speed at which the hotel
was transformed into a base for
mainland intelligence agents is

the latest sign of Beijing’s
quickstep approach to enforcing
new laws designed to rein in a
city that was gripped by mass
and sometimes violent antigov-
ernment protests last year.

Just a week ago, the new
national security law was ap-
proved by Beijing’s legislature
in a fast-tracked process that
bypassed local lawmakers.

Since then, officials have
moved quickly to create the en-
forcement apparatus: appoint-
ing judges and prosecutors;
forming a security committee

with an adviser from Beijing
that resolved to keep its deci-
sions private; and issuing new
rules giving local police broad
powers to implement the legis-
lation that targets secession,
subversion, terrorism and col-
lusion with foreign entities.

Claudia Mo, a pro-demo-
cratic member of Hong Kong’s
legislature, said she was struck
by the speed with which Bei-
jing installed its new office and
the building chosen to house it.

“The way it juts into the
sky,” Ms. Mo said of the new

WORLD NEWS

security office. “It’s such a vi-
sual and physical reminder
that big brother is watching.”

“The fact that it was open-
ing first thing this morning—I
didn’t know about it until af-
ter the fact,” she added. “It’s
all secretive.”

In the Wednesday flag-rais-
ing ceremony, Mr. Zheng, in-
stalled by Beijing to lead the
new office, was flanked by Mrs.
Lam and the head of China’s lo-
cal liaison office. He pledged to
work with the Hong Kong gov-
ernment and other mainland
institutions to enforce national
security in the city while also
respecting citizens’ freedoms.

The new office will wield
broad powers to enforce the
new national security law, as
well as act as a sort of minder
of the local Hong Kong agen-
cies tasked with enforcement.
Mr. Zheng is a hard-liner who
won attention for a crackdown
on a rebellion in China’s
neighboring Guangdong prov-
ince a decade ago.

Under the new law, the of-
fice will also have the power
to take over national security
cases from Hong Kong author-
ities if they meet certain crite-
ria, including if a case involves
a foreign power or if the office
determines that the Hong
Kong government is “unable to
effectively enforce this law.”

“That could be a scenario
where the judges aren’t making
the right decisions” in the view
of mainland authorities, said
Sharron Fast, a lecturer at Hong
Kong University, calling the new
office’s powers “wide-ranging.”

HONG KONG—First the con-
struction signs went up, then a
flagpole appeared and police of-
ficers started to swarm the
streets. Within hours, a sky-
scraper hotel in a cozy neigh-
borhood of bars, apartments
and boutiques was transformed
into something new: the head-
quarters of Beijing’s powerful
new security agency for the city.

Soon after dawn Wednes-
day, Chinese and local officials
formally inaugurated the Of-
fice for Safeguarding National
Security, with Chinese state
media invited to attend while
many local and foreign jour-
nalists had to watch the pro-
ceedings from afar.

The rapid arrival of China’s
security agents, handed sweep-
ing powers to start policing the
city under Beijing’s new na-
tional security law, underscored
how quickly this cosmopolitan
financial center is changing.

“We will strictly follow the
law to fulfill our duty, under
legal supervision, and we will
not violate any individual’s or
organization’s legal rights,”
Zheng Yanxiong, head of the
Office for Safeguarding Na-
tional Security, told assembled
guests, which included main-
land officials and the political
commissar at the city’s Peo-

BY DAN STRUMPF

Hong Kong Security Office Opens
Chinese agents move
into high-rise hotel to
start policing city as
new law takes effect

China’s national flag is raised at the headquarters of Beijing’s security agency in Hong Kong.
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U.S. deputy secretary of state,
reiterated Washington’s long-
held goal in negotiations with
Kim Jong Un’s regime: elimi-
nate Pyongyang’s nuclear
weapons and bring peace to
the Korean Peninsula.

“Dialogue can lead to ac-
tion, but action is impossible
without dialogue,” said Mr.
Biegun, after a meeting with
South Korea’s nuclear envoy.

The two countries haven’t
sat down for formal negotia-
tions since October, when
North Korea abruptly cut off
talks in Stockholm. Since then,
Mr. Kim has all but closed the
door to diplomacy and ordered
his citizens to prepare for a
protracted life under economic
sanctions.

North Korea’s foreign minis-
ter last month said U.S. rela-

tions had “shifted into despair.”
The two sides hold differing

views on how and when the
North should relinquish its nu-
clear arsenal. The Trump ad-
ministration prefers the Kim
regime agree to specifics be-
fore sanctions are relaxed.
Pyongyang wants the process
to unfold gradually, as the U.S.
removes some penalties.

In the days before Mr. Bie-

gun’s visit, North Korea said it
had no interest in talks with
the U.S. before November’s
presidential election.

If Mr. Kim appoints a coun-
terpart empowered to negoti-
ate, the North Koreans “will
find us ready at that very mo-
ment,” Mr. Biegun said, adding
that the U.S. hadn’t requested
a meeting with the North dur-
ing his visit.

BY TIMOTHY W. MARTIN

U.S. Ready to Restart Talks With North Korea, Envoy Says
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sawa. “It was Umi’s first time
at Disneyland, so it really
couldn’t be helped.”

At Fuji-Q Highland, west of
Tokyo, the Do-Dodonpa ride
holds the world record for fast-

est acceleration—hitting 112
miles an hour in 1.56 seconds,
according to the park’s website.
The Takabisha ride held the
world record for steepest drop,
121 degrees, according to the

Thrill seekers at Tokyo’s Toshimaen amusement park on June 25.
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Politics
Joins Mix
On TikTok

FROM PAGE ONE

along with a recommendation
that visitors wear masks, is in-
cluded in guidelines released by
Japan’s theme-park associa-
tions when parks began re-
opening in May. The guidelines
are being followed by most
parks in the country, including
Disneyland and Universal Stu-
dios Japan in Osaka. The asso-
ciations said they were follow-
ing the judgment of health
officials, who have said actions
such as coughing and singing
can spread droplets widely.

Florida’s Disney World is
due to start reopening to the
general public Saturday, and
while face coverings are re-
quired there’s nothing in the
rules about screaming.

The rules in Japan are vol-
untary, a formula the country
has used largely successfully in
beating back Covid-19. Mask-
wearing in Japan is optional,
but it is nearly universal—al-
though cases are now rising in

ContinuedfromPageOne

part because of infections
spread by lax behavior at night-
spots. During a state of emer-
gency in April and May, when
the government requested vol-
untary lockdown measures,
new cases fell below 50 a day
as most stores closed and
events were canceled.

Tokyo Disneyland operator
Oriental Land Co. said it was
following the industry body’s
guidelines and asking riders to
think of the safety of others.
Screaming violations won’t be
punished.

Yuuki Suzuki said that he
and his wife, who spent 12
hours refreshing Tokyo Disney-
land’s home page to get tickets
for reopening day, intended to
get the full experience of the
park. “You don’t see Disney-
lands in other countries asking
people not to scream. It’s too
strict,” said Mr. Suzuki, noting
that reopened parks in Hong
Kong and Shanghai don’t have
such a rule. “If a scream comes
out, it comes out.”

Walt Disney Co. didn’t re-
spond to a request for com-
ment.

Natsumi Kumasawa said that
she tried to keep her 3-year-old
daughter, Umi, quiet while on
rides at Disneyland. “Basically
she ended up shrieking the
whole time,” said Ms. Kuma-

operator. (It was recently beat
by TMNT Shellraiser coaster, in
New Jersey, by a half a degree,
according to Coasterpedia.)
Fuji-Q Highland park awarded
both the Do-Dodonpa and Taka-
bisha rides five out of five
“scream points.”

Fuji-Q Highland would
rather not encourage screaming
these days, which is why CEO
Daisuke Iwata and his boss,
Koichiro Horiuchi, chief execu-
tive of Fuji Kyuko Co., found
themselves barreling around on
the Fujiyama coaster at 80
miles an hour for their video.

“We received complaints
that the theme park associa-
tion’s request to not make loud
noises was impossible and too
strict. That’s why we decided to
release the video,” a Fuji-Q
spokesman said.

The video inspired a trend
on social media of people post-
ing stone-faced, mask-clad pho-
tos of themselves on roller
coasters with the hashtag “seri-
ous face challenge.”

Minoru Nagasawa, who
works for an auto-parts com-
pany, aced the challenge on a
recent visit. He said he wanted
to try again, this time with a
date who might be impressed.
“It would be great to find
someone who sees my lack of
fear as cool,” he said.

Alexander Semencic, a New
York native who has lived in
Japan for 15 years, said he
found it relatively easy to stay
quiet on Disneyland’s rides on
reopening day. That wasn’t the
case a couple of weeks earlier
when Mr. Semencic was on a
Universal Studios Japan roller
coaster called the Flying Dino-
saur, where riders are strapped
into a prone position so they
feel as if they are flying with-
out anything under them.

“I screamed so much. As it
was coming out, it was a sound
that I couldn’t even believe,” he
said.

Mr. Semencic said he was
seated next to four teenage
girls who showed no sign of
fear. One asked if he was OK af-
ter the ride. “The no-screaming
rule added another level of
shame, I guess,” he said.

Kindergarten teacher Nat-
sumi Goka tried meditating to
avoid screaming on a Fuji-Q
ride. By closing her eyes and
emptying her mind of any of
the fear or fun she was experi-
encing, she completed the ride
successfully. But not happily.

“That’s the idea of a roller
coaster—you scream,” said Ms.
Goka. “I’m just waiting for the
day when we can ride roller
coasters and scream our hearts
out again.”

snippets featuring disabled
people, too much cleavage
and, in one case, “Make Amer-
ica Great Again” caps. When
protests over the killing of
George Floyd first rocked the
U.S. in late May, some TikTok
users said the hashtag “Black
Lives Matter” was being cen-
sored on the app.

TikTok then apologized and
attributed the problem to a
glitch. It has featured videos
of the protests in recent
weeks, including scenes of po-
lice firing tear-gas canisters,
the looting of a barbershop
and protesters carrying a man
with a gunshot wound—con-
tent that former moderators
say would surely have been
blocked in the past.

Meanwhile, some users are
experimenting with ways to
organize politically on the app.
When President Trump’s June
rally in Tulsa, Okla., drew a far
smaller crowd than antici-
pated, TikTok users said they
had reserved masses of tickets
and then stayed away, upend-
ing expectations and giving
the campaign a black eye. The
Trump campaign disagreed,
blaming the limited turnout on
fear of violent protests and
what it called biased media
coverage.

Out of Hong Kong
This week, Chinese politics

embroiled TikTok as its parent
company said it would pull the
app out of Hong Kong, where a
new national-security law im-
posed by mainland China will
empower police to make inter-
net companies hand over user
data. TikTok will exit from
Google and Apple app stores
in Hong Kong and cease oper-
ations for users there.

TikTok also faces growing
flak in Washington, rooted in
concerns that the app’s Bei-
jing-based parent could share
information with the Chinese
government. The State and
Defense departments prohibit
employees from downloading
TikTok on government de-
vices. Some members of Con-
gress are seeking to widen
that ban, and Secretary of
State Mike Pompeo this week
hinted the Trump administra-
tion was considering limiting
U.S. users’ access to the app.

A spokesman for TikTok
said that the Chinese govern-
ment has never requested ac-
cess to any of its user data
and that TikTok wouldn’t
share any if asked. Though
controlled by a Chinese com-
pany, TikTok is registered in
the Cayman Islands and its
CEO is based in Los Angeles.

All this comes at a time of
roiling debate over how much
control social-media compa-
nies ought to wield over con-
tent. The boom TikTok has en-
joyed shows the rewards of its
policy of tight control of con-
tent. Its 315 million downloads
in the first quarter were the
most ever for an app in one
quarter, according to research
firm Sensor Tower.

Yet as TikTok grows in the
West, the app built under a

ContinuedfromPageOne

Chinese legal system that in-
volves concessions to censor-
ship faces the risk of alienat-
ing users accustomed to free
expression. TikTok has eased
up somewhat lately not only
on political but also on its cul-
tural strictures.

With a new American chief
executive, hired from Walt
Disney Co., TikTok is trying to
find the right balance between
letting users freely address
sensitive topics and retaining
the upbeat vibe that made it a
staple of smartphones. How
CEO Kevin Mayer handles the
tricky task will bear on the
fortunes of a parent company,
ByteDance Ltd., that is plan-
ning an initial public offering.

Dealing with China
Mr. Mayer arrived from a

company well-versed in deal-
ing with authorities in China.
Disney has cleared numerous
movies with Chinese censors,
who are known for scrutiniz-
ing every frame of a film.

“I do have a lot of comfort
with wholesome or family-
friendly companies,” he said in
an interview. Disney and Tik-
Tok “do very different things,”
he said, “but the family friend-
liness and the wholesomeness
of it I really like. That’s a com-
fort zone for me for sure.”

ByteDance, which already
owned the popular Chinese
app Douyin, developed TikTok

in 2017 out of a fast-growing
Chinese app called Musical.ly,
which ByteDance acquired.
TikTok is similar to Douyin,
which operates only in China.

Disney also considered buy-
ing Musical.ly, said former col-
leagues of Mr. Mayer, who
added he was among the Dis-
ney executives who discussed
an acquisition before deciding
to pass. A Disney spokes-
woman declined to comment.

From its start, TikTok has
used artificial intelligence to
detect violations of its rules
concerning permissible con-
tent. It also hired human con-
tent moderators.

After pro-democracy pro-
tests erupted in Hong Kong
last year, TikTok asked moder-
ators to remove videos about
the protests until mid-2019,
according to a person familiar
with the matter.

“We do not, and have not,
remove videos based on the
presence of Hong Kong protest
content,” the spokeswoman
for TikTok said.

When prosecutors in the
U.S. last year charged actor
Jussie Smollett with filing a
false report of being attacked
by men yelling “This is MAGA
country,” former TikTok mod-
erators said, they were told to
watch for hats and shirts with
the slogan “Make America
Great Again” and take down
any video that appeared con-
troversial.

The spokeswoman for Tik-
Tok said taking down MAGA
content in response to the
Jussie Smollett incident was
never a policy at the app. Mr.
Smollett denied filing a false
police report.

Early this year, videos of
women working out in sports
bras and leggings flashed on
the screens of TikTok employ-
ees in Los Angeles. The em-
ployees knew videos of some
of the heavier women violated
a TikTok rule against showing

more than two inches of cleav-
age, but let the videos remain
in a silent rebellion against
rules they believed punished
large women and didn’t fit
with American culture, accord-
ing to one employee.

The U.S. content-modera-
tion team was already battling
with Beijing executives over
how much cleavage should be
permitted, members said. The
team started having a weekly
conference call with executives
to air frustrations with rules
that included no hip thrusting,
shaking of the upper torso,

tattoos, drugs or cigarettes.
The spokeswoman for Tik-

Tok said it constantly evalu-
ates and adjusts its policies if
they unfairly disadvantage
certain users.

Katie Seccombe said she
was banned from TikTok in
early May after posting a
question-and-answer lives-
tream during which she kissed
her girlfriend on the cheek.

“It was just really confus-
ing,” said Ms. Seccombe, a 20-
year-old film-production major
at Florida Atlantic University.
“I would watch other people in
bikinis and that was fine, but
me doing something cute with
my girlfriend would always get
taken down.”

In mid-June, her TikTok ac-
count started working again. A
notification said it had been
blocked for “serious pornogra-
phy.” She said she wasn’t told
why it was reinstated.

A TikTok spokesman said
videos from gay creators are
among the most popular types
on the app and are subject to
the same policies as others.

Last month, TikTok
launched a campaign to cele-
brate gay pride events. It said
it would promote content from
LGBT users, along with the
hashtag #MyPride.

TikTok said its decisions
are rooted in a wish to keep
the tone light, not in censor-
ship. There now is no limita-
tion to political speech, the
spokeswoman said, provided it
doesn’t violate other rules,
such as a ban on hate speech.
She also said TikTok’s U.S. pol-
icies are run by executives
there, and U.S. content isn’t
moderated in China.

“In its early days, TikTok
took very blunt strategies, all
in the sake of trying to keep
the platform as positive as
possible. That was unequivo-
cally the wrong approach,”
said Eric Han, the app’s head
of safety in the U.S.

The TikTok spokeswoman
added that “as our local safety
teams have grown in size and
sophistication, we’ve been
able to take a more thoughtful
approach to developing and
enforcing our Community
Guidelines, incorporating
things like important contex-

tual nuances and feedback
from outside experts.”

Mr. Han said TikTok is cus-
tomizing its rules to fit cul-
tural norms of the places it
operates. It has hubs in Cali-
fornia, Ireland and Singapore,
formed last year to fine-tune
the rules for differing regions.

The move followed an inci-
dent in July 2018 when Indo-
nesia blocked TikTok after a
group of local mothers com-
plained about videos they saw
as pornographic, according to
Rudiantara, Indonesia’s former
information communications
and technology minister. The
videos showed young people
dancing provocatively, a Tik-
Tok employee said. Mr. Rudi-
antara said TikTok executives
flew to Jakarta and promised
to form a team to filter out
videos that could offend in In-
donesia.

Indonesia let TikTok back
online, but the incident im-
pressed executives with the
importance of respecting indi-
vidual countries’ norms, said
former staff members.

As TikTok has slowly rolled
back certain restrictions, for-
mer moderators said they
have been able to allow some
curse words and, depending
on the country, shirtless men,
tattoos and alcohol.

In November, Dwayne John-
son, the actor and former
wrestler known as The Rock,
posted his first video to the
app. In January, Tommy Lee,
the drummer for the band
Motley Crue, joined TikTok.
Both have large tattoos.

In response to the concerns
of some in Washington that
TikTok’s Chinese ownership
makes it a national-security
risk, officials of TikTok have
said that servers in the U.S.
and Singapore hold its user
data, and they won’t share the
data.

Moves to ban it
That hasn’t satisfied Rep.

Abigail Spanberger (D., Va.), a
former Central Intelligence
Agency officer, who said Tik-
Tok would be legally obligated
to share with the Chinese gov-
ernment if asked.

The House in March passed
a bill Ms. Spanberger spon-
sored that would ban the Tik-
Tok app on TSA employees’
phones. Earlier, U.S. regulators
launched a national-security
review of the app after some
senators raised concerns Tik-
Tok was censoring content to
please the Chinese govern-
ment, which TikTok denied.

Sen. Josh Hawley (R., Mo.),
who in an interview labeled
TikTok “a surveillance ma-
chine on every phone that
downloads it,” has introduced
a bill to ban the app on all
government devices and called
for testimony from TikTok’s
new CEO, Mr. Mayer.

At TikTok, Mr. Mayer some-
times faces risks beyond the
company’s control. In late
June, India banned TikTok and
dozens of other Chinese apps
following a deadly border
clash with Chinese forces in
the Himalayas. New Delhi
cited cybersecurity concerns
for the ban.

Mr. Mayer told Indian offi-
cials that Chinese authorities
had never requested the data
of TikTok’s Indian users and
the app wouldn’t comply if
they did.

—Erich Schwartzel
contributed to this article.

Filling a Lot of Time
Monthly TikTok downloads
world-wide

Note: Data exclude China.
Source: Sensor Tower
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the organization has recorded
90 suicides nationwide for
2020.

Mr. Santiago was a detec-
tive for the Mercer County
Sheriff’s Office in New Jersey.
He started his career in law
enforcement in 1994. His wife,
Jennifer, and his colleagues
said he never revealed any
problems before killing him-
self. She said her husband hid
much of his pain, including
childhood trauma. “There
weren’t any signs,” she said.

Ms. Santiago praised Mr.
Grewal’s efforts to better sup-
port officers. “I wish it could
have helped my husband,” she

said.
Dr. Bizzarro, a former offi-

cer who regularly counsels
first responders, said some
members of law enforcement
suppress their emotions and
internalize traumatic memo-
ries to get through their shifts.

“When you’re responding to
a traumatic situation such as
an armed robbery or a child
drowning in a pool, could you
imagine if you allowed your
emotions to come out?” he
asked. “If it’s a robbery, you
run the risk of not making it
home. And if you can’t save
the child, you have to go home
and look your son or daughter

mental-health experts. Sup-
port programs for officers are
critical amid public outcry
over the death of George
Floyd, a Black man killed in
Minneapolis police custody,
they say. His death has
spurred nationwide protests
concerning police brutality
and racism.

Michael Bizzarro, director
of clinical services for first re-
sponders at New Jersey’s Penn
Medicine Princeton House Be-
havioral Health, said the polic-
ing protests are especially
challenging for officers now
because many have been
lauded for their work during
the pandemic. “In March,
April, and May, they were he-
roes,” he said. “Now they are
being seen as villains.”

Police nationwide are more
likely to suffer from post-trau-
matic stress disorder, said
Karen Solomon, president and
co-founder of Blue H.E.L.P., a
nonprofit that advocates for
more services for law-enforce-
ment members to prevent sui-
cides. The recent protests may
fuel a rise in officer depres-
sion and suicide, she said.

“There’s too many pres-
sures on them, and they’re
scared,” Ms. Solomon said.
“They’re scared they are going
to get fired and scared that
they’re going to accidentally
hurt somebody.”

Nationwide, the number of
suicides involving law-enforce-
ment members jumped from
142 in 2016 to 230 in 2019, ac-
cording to the group. So far,

in the eye, thinking about the
kid that you couldn’t save.”

In an interview, NYPD Com-
missioner Dermot Shea said
his department improved its
mental-health programs for
officers after a rise in suicides
in the first half of 2019.

A recently hired mental-
health director and ongoing
training for peer counselors
are providing support to offi-
cers who need it, Mr. Shea said.

“Historically we’ve had a
number of programs available,
formal and informal, clergy
and counselors, things of that
nature,” he said. “Clearly we
had to do more and do better.”

Ten NYPD officers killed
themselves in 2019, according
to the department. So far,
three have died by suicide this
year. New Jersey lost four offi-
cers to suicide in 2019, and
there have been three in 2020,
according to Ms. Solomon.

Mental-health programs in
New Jersey also have shown
promise, Mr. Grewal said. His
directive requires the appoint-
ment of “Resiliency Program
Officers” to teach techniques
to officers in their depart-
ments. The officers are trained
in areas such as suicide pre-
vention and understanding the
effects of stress-induced
trauma on the brain.

“I have been around law en-
forcement for at least half of
my career,” Mr. Grewal said.
“It took my experience with
meeting Pablo Santiago and
his death to really bring home
how real of an issue this is.”

New Jersey Attorney Gen-
eral Gurbir Grewal was leaving
a holiday police luncheon in
2018 when a smiling officer
greeted him in Mr. Grewal’s
native language of Punjabi.

The officer, Pablo Santiago,
told him that he did monthly
volunteer work at a Sikh tem-
ple in Lawrenceville, N.J.,
cooking food and giving it out
to the city’s homeless and low-
income residents. Mr. Grewal
was touched by Mr. Santiago’s
good work and agreed to join
him for a volunteer day at the
temple. But the two never met
again. Three weeks later, Mr.
Santiago, 42 years old, died by
suicide after shooting himself.

“It absolutely floored me,”
Mr. Grewal said.

In 2019, inspired by Mr.
Santiago’s death, Mr. Grewal
created the New Jersey Resil-
iency Program for Law En-
forcement, a program that
trains officers to better handle
the stress of police work.

That same year, following a
string of officer suicides in
New York City, New York Po-
lice Department officials cre-
ated a program to provide bet-
ter psychological support to
officers.

Officials in the NYPD and in
New Jersey say the programs
have been helpful, with an in-
creasing number of officers
taking advantage of therapy.

These efforts are especially
needed now, say police and

BY LEE HAWKINS
AND BEN CHAPMAN

Advocates Push for More Services for Police

N.J. Attorney General Gurbir Grewal, right, was stunned when Pablo
Santiago, a Mercer County Sheriff’s Office detective, killed himself.
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infection rate is, you don’t
know what else is going on,
and you decided at a much
earlier time than you actually
had to decide?” Mr. Cuomo
said at a news conference.

By Wednesday afternoon,
the city had 214,570 Covid-19
cases, with 18,618 deaths of

people confirmed to have had
the virus and 4,606 deaths
probably tied to the illness, ac-
cording to city health depart-
ment data. While the number
of new daily cases in New York
City has been trending down
since early April, infections
are surging in many states.

City Hall responded that its
school reopening plan was tied
to health indicators. “If the
data tells us we have to do
something differently, we will,
and we will work with the
state very closely on that,” the
mayor said earlier in the day.
“But my responsibility is to

GREATER NEW YORK

have the schools ready to go.”
A fall reopening proposal is

an important piece in restart-
ing New York’s economy be-
cause many parents can’t re-
turn to work sites without
plans for their children.

Parents will have the option
of keeping students at home
for full-time remote learning,
a choice preferred by 26% of
families surveyed by the city.
The city has estimated as
many as 20% of its 80,000
teachers also could end up
working remotely due to
“high-risk medical conditions”
that could make them more
vulnerable to the coronavirus.

Schools will require face
coverings for all, with a few ex-
ceptions, said Chancellor Rich-
ard Carranza. There will be
fewer students in each class-
room, with optimal class sizes
of nine to 12 students, he said.
The district will deep clean
schools nightly, with more
cleaning throughout the day.

Parents and educators had
conflicting feelings about the
plan. Angela Guerrero, a Man-
hattan parent who quit work as
a housecleaner to care for her
three children when schools
closed in the spring, said she is
torn about whether to send
them back. Her 9-year-old has
autism and asthma. She wor-

ries he would fall further be-
hind if he stays home, but he
might get sick if he gets the vi-
rus and could infect her elderly
mother, who lives with them.

Kim Watkins, a parent
member of the Community Ed-
ucation Council in Manhattan’s
District 3, expressed concern
that not all schools had full-
time nurses. She said she
would decide on a plan for her
sixth-grader after hearing
more details from her school,
whose leaders she trusts. “This
is just the beginning of what is
going to be the next step of a
really painful learning curve
for parents,” she said.

The district offered princi-
pals of most schools three op-
tions, depending on their
space and grade levels. One
requires students to alternate
schedules every week, going to
school two days in one week
and then three days the next
week. Another would have a
child go to school for two days
for two weeks, and then one
day in a third week. A third
would have a six-day cycle
that includes two in-person
days and four remote.

Many educators, including
representatives of the princi-
pals union and teachers union,
said more funding from Con-
gress is key.

New York City Mayor Bill de
Blasio unveiled a plan Wednes-
day to reopen the nation’s larg-
est school district this fall, using
a mix of schedules in different
schools that would have most
children learning in classrooms
for one to three days a week
and remotely the other days.

The mayor said his prelimi-
nary plans would balance the
safety of the district’s 1.1 mil-
lion students and staff with the
need for academic progress.

Gov. Andrew Cuomo called
the announcement premature,
and said his team would issue
guidance for all of the state’s
700-plus school districts next
week. Districts must submit
proposals by July 31 for state
approval, he said, with state
officials aiming to make deci-
sions by Aug. 7. He called it
“reckless” to make a determi-
nation so far in advance be-
cause of the fast-moving na-
ture of the pandemic.

“You don’t know what the

BY LESLIE BRODY
AND LEE HAWKINS

Cuomo, de Blasio Spar Over NYC Schools
The governor calls
the mayor’s plan to
reopen in the fall
‘reckless,’ premature

A teacher at P.S. 124 Yung Wing School in Manhattan prepared to teach remotely in early June.
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A Touch of Pomp Under Difficult Circumstances at a New Jersey High School

GO FORTH: As a pandemic precaution, students practiced social distancing Wednesday during an outdoor graduation ceremony at Millburn High School in New Jersey.
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The New York Police De-
partment is investigating why
a man drove his SUV through
a Black Lives Matter protest in
Midtown Manhattan.

The man drove a black
Dodge Durango through a dem-
onstration on Tuesday night af-
ter protesters tried to stop the
vehicle at 42nd Street and Sixth
Avenue while they marched, ac-
cording to NYPD officials. Po-
lice briefly detained the man a
few blocks away but then re-
leased him, the officials said.
They declined to provide the
driver’s identity. No one was in-
jured or arrested, officials said.

Video of the incident was
shared on social media.

New York City Public Advo-
cate Jumaane Williams said on
Twitter on Wednesday that his
office also is investigating the
matter. “This video is extremely
troubling. Someone could have
been killed,” he wrote.

Representatives for Mayor
Bill de Blasio declined to com-
ment on the incident.

Protesters on Tuesday ini-
tially pushed their bikes under
the SUV to prevent it from
moving forward, the NYPD of-
ficials said. Then the vehicle
rolled over the bikes.

The SUV drove a couple of
blocks where the driver was
stopped by police. NYPD offi-
cials couldn’t say if police pre-
viously had been notified of
the march where the confron-
tation occurred.

Manhattan Borough Presi-
dent Gale Brewer said on
Twitter that the protesters
were conducting a peaceful
demonstration when they
were hit. “To willingly drive
your car into human beings
using their voices to improve
social conditions is reprehen-
sible,” she wrote.

During the past month,
large-scale protests over po-
lice brutality and racism have
occurred across the U.S., in-
cluding in New York City. The
protests were spurred by the
May 25 killing of George Floyd
in Minneapolis police custody.

A driver was arrested in Se-
attle after he drove into dem-
onstrators on a closed high-
way on July 4. One protester
was killed and another was se-
riously injured.

On Monday, a Long Island
man was arrested after he
struck two Black Lives Matter
protesters at a roadside dem-
onstration in Huntington Sta-
tion, said Suffolk County Po-
lice officials. The
demonstrators who were hit
there suffered minor injuries,
they said. The driver in that
case was charged with assault
and released, officials said.

The New York City protests
mostly have been peaceful, al-
though there has been some
violence, and hundreds of dem-
onstrators have been arrested.

BY BEN CHAPMAN

SUV
Incident
Probed
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private event where multiple
people were sickened, he said.

The way the city operates
its Test & Trace Corps also is
being refined for adaptation in
the fall, said Ted Long, its ex-
ecutive director.

The contact-tracing initia-
tive is designed to absorb as
many as 250,000 initial cases
and traced contacts, he said.
In June, 16,000 cases and con-
tacts were expected, and the

city had about 10,000. In Au-
gust, the system is designed to
absorb a maximum of 165,000
people. What test and trace
will look like in the fall will be
determined based on the sum-
mer, Dr. Long said.

“There’s two buckets of
tools that we need to have at
the ready for fall,” he said.
“The first bucket is analytics.
The second bucket is as much
testing as possible.”

than 23,000 have died or are
presumed to have died as of
Tuesday from the disease, ac-
cording to city data. The virus
has disproportionately af-
fected Black and Latino resi-
dents in densely packed,
lower-income areas.

Now—while the percentage
of people testing positive for
the disease is around 1%—Dr.
Barbot said her department is
aiming to get to the lowest
possible number of Covid-19
cases. The goal is to use the
data to deploy resources to
communities where the need
is the greatest.

This fine-tuning of testing
and tracing hopefully will
stem a resurgence as the city
continues to reopen, and as
the fall approaches, when
many health experts worry
about a collision of Covid-19
and seasonal flu cases.

Health officials, physicians
and public-health experts re-
peatedly have said New York
City was hindered in its initial

response by a lack of testing.
Officials initially didn’t

have good estimates for pre-
diction models, and scientists
didn’t understand that people
were spreading the disease
while asymptomatic, said
Lorna Thorpe, a professor of
epidemiology at NYU Gross-
man School of Medicine.

This spring hospitals were
overwhelmed in their ability
to report daily on new cases
and there wasn’t a good way
to determine how many people
already had been exposed to
the disease, she said.

Public-health officials are
triangulating different data
sources to guide outbreak re-
sponse, Dr. Thorpe said. Part
of that effort includes data
gathering in communities
where you know there is a
higher possibility for infection
spread, she said.

“There’s no one single mea-
sure to guide us through this,
but you need the best possible
measures, and they all have

imperfections,” she said.
One tool, which officials

have said they are now using,
is testing of the city’s waste-
water for evidence of the coro-
navirus. That effort could help
health workers track a resur-
gence of the disease.

The analytical tool being
rolled out by the health de-
partment is a software called
SaTScan. It works by looking
at coronavirus cases reported
by laboratories and comparing
them against what is expected
in an area over time.

If the system shows more
cases than typically expected,
it triggers a signal to health
department epidemiologists to
conduct deeper case investiga-
tions, said Demetre Daskalakis,
deputy commissioner for the
division of disease control at
the city’s health department.

Without years of data on
the virus, health workers have
had to create models. Already,
signals from SaTScan led to a
cluster that was tracked to a

Technology used by New
York City public-health offi-
cials to spot cases of Legion-
naires’ disease or a serious
food-borne illness has been
fine-tuned to pick up poten-
tially connected cases of the
novel coronavirus.

It is the latest advancement
in an effort by the New York
City Department of Health and
Mental Hygiene to tease out
potential links in clusters over
time and, hopefully, trace
them back to the initial
sources of infection.

“It’s not just about test,
test, test everybody, although
that’s important,” said Oxiris
Barbot, New York City’s health
commissioner. “It is about how
you take that information and
make smart decisions and re-
ally track down where trans-
mission is actively happening.”

More than 200,000 people
in New York City have tested
positive for Covid-19 and more

BY MELANIE GRAYCE WEST

City Improves Disease Surveillance

GREATERNEWYORKWATCH

NEW JERSEY

Shooting Leaves
4 Dead, 3 Wounded

A street shooting in a north-
ern New Jersey community has
left four people dead and three
others wounded, authorities said.

The gunfire in Paterson
erupted shortly after 11 p.m.
Tuesday. Four victims found at
the scene were taken to a hos-
pital, where they all died a short
time later, authorities said.

Three other victims went to
the hospital on their own seek-
ing treatment, but further de-
tails on their conditions weren’t
disclosed.

“I want to be clear that we will
have zero tolerance for violence in
our city,” Mayor André Sayegh
said in an email Wednesday.

It wasn’t clear how many
shooters may have been in-
volved, authorities said. Wit-
nesses said the gunfire came
from a vehicle that sped away
from the scene.

A motive for the shooting re-

mains under investigation. The
Passaic County Prosecutor’s Of-
fice is leading the probe.

—Associated Press

MANHATTAN

Building Facade
Collapse Injures 1

One person suffered minor
injuries when the brick facade of
a vacant parking garage in Man-
hattan partially collapsed on
Wednesday, officials said.

Part of the parapet of the
five-story building on East 38th
Street collapsed shortly before
noon, said Deputy Fire Chief
Nicholas Corrado.

One person suffered minor
injuries from falling bricks and
was treated by emergency ser-
vices workers, he said.

A spokesperson for the city
Department of Buildings said the
property owner has been ordered
to install scaffolding to protect
the public. The department is in-
vestigating the collapse.

—Associated Press
HONORING VICTIMS: Mothers who have lost children to gun violence and other advocates gathered Wednesday for a vigil at Brooklyn
Borough Hall. During the remembrance. 101 pairs of shoes and a casket were on display to represent victims of recent shootings in the city.
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A Covid-19 mobile testing site operating in the Bronx last month.
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All thePower
Without thePinch
Healthcare Starts with Healthy Food.

God’s Love We Deliver is a member of the Food is Medicine Coalition (FIMC).
To learn more about FIMC’s work around the country, visit fimcoalition.org

Since 1985, we’ve been cooking and home-delivering nutritious, individually tailored meals

to people living with serious illness in the NYC metropolitan area.

Being sick and hungry is a crisis. You can help.

Donate, volunteer, or just learnmore at glwd.org

godslovewedeliver @godslovenyc

GREATER NEW YORK
NY
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THE MIDDLE SEAT | SCOTT MCCARTNEY

TheWorld’s Busiest Airport*
*Dallas-Fort Worth International is the default No. 1 for now with coronavirus reducing travel

A WEEK AFTER a Sotheby’s sale
revealed a healthy high-end art
market, rival Christie’s will offer
its own test Friday when it live-
streams a global auction that
could strengthen or shake collec-
tors’ confidence.

Heading into this postponed
spring series, collectors wanted re-
assurances that blue-chip art could
still command predictable prices,
despite the pandemic and volatil-
ity in the broader financial mar-
kets. Sotheby’s “rose to the crisis,”
said art adviser Beverly Schreiber
Jacoby, when its June 29 trio of
online sales of 74 pieces brought
in $363 million, led by an $85 mil-
lion Francis Bacon triptych. A few
days later, smaller house Phillips
sold every one of its 25 offerings
for a total of $41 million.

Now it is up to Christie’s to
round out the series with “One: A
Global Sale of the 20th Century.”
The 82-lot auction lacks a trophy
priced to outsell the Bacon but
does contain well-known artists
and carries a $337 million low esti-
mate. Collectors, Ms. Schreiber Ja-
coby said, are managing their ex-
pectations amid the pandemic and
don’t need the house to break a
slew of artists’ records. “It’s not
the level at which Christie’s pieces
sell that matters now,” she said. “It
just matters if the art sells at all.”

To minimize risk, the house has
pledged to buy a dozen works and
lined up investors to buy 18 more
unless others outbid them during
the sale. That means 37% of the
lots, or 30 works, are essentially
presold. With a few exceptions, the

another in London, ultimately
moving to the sale’s priciest offer-
ings at Christie’s Rockefeller Cen-
ter saleroom in New York.

The house said it can’t let peo-
ple bid in person at the New York
sale, but a handful of bidders have
been invited to attend in the other
cities. Christie’s also created an
online skybox where VIP bidders
can log in and watch the sale to-
gether, with specialists offering
real-time commentary.

Here are four artists whose
works could signal the strength of
the market.

Takeo Yamaguchi (1902-1983)
Born in Japanese-occupied Korea,
Yamaguchi studied in Europe be-
fore discovering his own avant-
garde style that involved painting
flat geometric shapes floating in
black backgrounds. His works have
been collected by the Solomon R.
Guggenheim Museum, and his min-
imalism influenced contemporary

art stars like Lee Ufan.
For sale: “Yellow Quadrangle,”

1959 (asking price: $259,000-
$389,000)

Auction record: Three years
ago, Sotheby’s sold a smaller yel-
low-on-black monochrome from the
same year, “Yellow Eyes,” for
$948,500, tripling its high estimate.

Collectors who admire Ufan, a
Korean artist whose paintings
have sold for as much as $2.2 mil-
lion, are starting to reappraise his
much-cheaper mentor, Yamaguchi.

Ruth Asawa (1926-2013)
This San Francisco sculptor stud-
ied Mexican basket-weaving before
gaining fame in the 1950s for cre-
ating her own woven-mesh forms
that evoke cocoons.

For sale: “Untitled (S.401),”
1953-54 (asking price: $3 million-
$5 million)

Auction record: Last November,
Christie’s sold “Untitled (S. 387),”
a shorter hanging piece from

Barnett Newman’s 1952 painting, ‘Onement V,’ left, and Wayne Thiebaud’s
‘Four Pinball Machines,’ from 1962, are among the highlights of the auction.

auction is heavily weighted toward
familiar names like Pablo Picasso
and Roy Lichtenstein rather than
less-proven upstarts.

The sale’s star is Barnett New-
man’s 1952 “Onement V,” a striped
abstract estimated to sell for $30
million to $40 million.

The wild card in Christie’s sale
may be the experimental format.
In the relay-style, live-streamed
event, auctioneers in four cities
plan to conduct back-to-back seg-
ments, each fielding real-time bids
before passing the digital gavel.
The sale will begin at 8:30 p.m. in
Hong Kong (8:30 a.m. in New York)
with the sale of several works in-
cluding an estimated $10 million
painting by Zao Wou-ki from 1963,
“21.10.63.” Then an auctioneer in
Paris will take over, followed by

BY KELLY CROW

Grapevine, Texas

There’s an occasional
line at the Chick-fil-A
counter, and an occa-
sional line of airplanes
waiting to take off, too.

Dallas-Fort Worth International
Airport looks…sort of busy.

And that’s enough to make DFW
the busiest airport in the world.

The sprawling Texas hub, with
seven runways and five terminals,
has more than 90% of its gates and
half its restaurants in operation.
DFW typically ranks behind Atlanta,
Chicago O’Hare and Los Angeles in
takeoffs and landings. But due to
the instant transformation of the
airline business, DFW finds itself at
least temporarily on top, with long-
lasting implications for travelers.

For the past two decades, air-
lines have moved to more nonstop
flights, bypassing big hubs in the
middle of the country. Now the
midcontinent hub is back. For
years to come, many travelers will
find they must connect rather than
go nonstop.

American Airlines, which makes
its home at DFW, has been pushing
connecting service more than its
competitors, focusing mainly on
DFW and Charlotte, N.C. American
even announced it was dropping
five routes to Asia from Los Ange-
les, making DFW its main trans-
Pacific gateway.

From a low of about 200 flights
a day at DFW, American will hit
667 flights a day later this month.
Last summer it flew more than 900
a day, and with larger airplanes.

In May, DFW had 12,109 depart-
ing passenger flights, edging out
Chengdu, China, by 86 flights for
the title of busiest in the world,
according to Cirium, a London-
based travel data and analytics
firm. In June, DFW widened its
lead over Chengdu, Cirium says.

World’s busiest is a dubious ti-
tle in the middle of a pandemic—
even DFW has lost half of its busi-
ness. It’s still seen more passenger
flights than anyone else.

“It does feel weird to be busy,”
says Sean Donohue, DFW’s chief

executive.
Chengdu has seen larger pas-

senger airplanes, so it has more
departing seats, Cirium says. And
counting cargo flights, it has more
total takeoffs. Among U.S. airports,
scheduled flights at DFW in June
topped Atlanta, Denver, Charlotte
and Chicago O’Hare, in that order,
according to OAG Aviation World-
wide, another data firm.

At DFW, American’s airport
clubs have reopened, and while the
passenger flow rises and falls with
each bank of connecting flights,
terminals can look downright nor-
mal at times. About 90% of gates
are used for the late-afternoon
rush, and because American ex-
panded its schedule again on Tues-
day, Mr. Donohue says, utilization
will approach 100% at peak hours.

The traffic surge means that at
peak periods, travelers won’t be
able to socially distance in domes-
tic terminals, he says. Sending ex-
tra travelers around the country
and beyond may prove to be a big
concern, especially if coronavirus

continues to surge in Texas.
The airport has what it calls a

strike team of 150 workers on pa-
trol to continuously clean high-
touch areas. It’s added some 300
hand-sanitizer dispensers on ad-
vertising displays and all kinds of
other locations. By the end of July,
restrooms will be all touchless—
hands-free paper, soap, toilets, wa-
ter fountains, etc. Sensors in pa-
per-towel dispensers alert workers
to low supplies.

Masks are now required at the
airport. Employees can get tested
at no cost when they want.

It takes strong demand to fill
planes on nonstop routes without
connecting passengers. That
doesn’t exist today, and may not
for several years. So airlines are
back to the future emphasizing
hubs, where the number of possi-
ble connections often drives just
how full flights are.

The airport says it expects July
passenger traffic to be down only
about 45%. That’s far better than
the 95% plunge it saw in early

April, and stronger than many
other U.S. airports.

Mr. Donohue decided early in
the pandemic that the airport
wasn’t going to furlough any of its
2,000 employees, so when traffic
started returning quickly, there
were plenty of workers available.
That decision was supported when
the federal airline bailout, the
Cares Act, made airports eligible.
DFW received $300 million.

DFW waived rent payments to
concessionaires if they closed. If
they stayed open, rent was signifi-
cantly reduced. Concessions also
pay a portion of their revenue to
the airport, but those minimum
annual guarantees were eliminated
until next March. These policies
caused the airport to eat $70 mil-
lion in potential revenue, Mr.
Donohue says.

About $100 million in landing
fees and terminal rents have been
deferred for airlines—they will pay
it back later.

Ray Mickens, owner of M2 Con-
cepts, an operator of several food
outlets at DFW, says business has
doubled since the end of March
and early April. “People are eager
to get out,” he says.

Mr. Mickens, a cornerback in
the National Football League for 11
years, hired people back, then had
to shut down bars when Texas
backtracked and ordered bars re-
closed. Now he’s unsure whether
to keep them coming to work or
not.

“Right now our challenge is
dealing with regulations,” he says.

The airport went into the pan-
demic in strong financial shape,
with 600 operating days of cash
on hand. Mr. Donohue says DFW
can reduce its operating costs fur-
ther by taking advantage of lower
interest rates and refinancing
debt. He says the North Texas
community, which owns and oper-
ates the airport, is basically in-
vesting to keep its economic en-
gine running so it can help the
local economy recover.

The airport stopped work on a
huge new terminal—it may be
many years now before that’s
needed. But it’s actually acceler-
ated some construction projects,
including a four-gate expansion to
the airport’s main international
terminal and a rebuilding of some
gates at one of American’s termi-
nals. Reconstruction of one of the
runways was moved up, starting in
June instead of December.

“I am pleasantly surprised by all
this, but also realistic,” Mr.
Donohue says. “After Labor Day,
we are going to have to be very ef-
ficient at how we run the airport,
because we are not going to see
traffic like this post-Labor Day.”

Nearly all gates at Dallas-Fort Worth
International Airport will be used at
peak hours, CEO Sean Donohue says.

around 1955, for $4 million—over
its $900,000 high estimate.

Collectors continue to mine the
overlooked oeuvres of women art-
ists like Asawa, whose works
rarely traded above $1 million a
decade ago. Size matters here, as
longer examples dotted with more
overlapping forms tend to outsell
shorter, simpler versions.

Wayne Thiebaud (b. 1920)
Born in Arizona, the artist earned
a living drawing for Walt Disney
before breaking out on his own. He
helped pioneer Pop art by thickly
painting images of cakes and other
treats in bakery cases as if they
were a collection of circles, squares
and cones. His images of carnival
hot dogs and San Francisco
streetscapes have been collected by
major museums like the Los Ange-
les County Museum of Art.

For sale: “Four Pinball Ma-
chines,” 1962 (asking price: $18
million-$25 million)

Auction record: In November,
Sotheby’s sold “Encased Cakes”
from 2011 for $8.4 million—above
its $8 million high estimate.

Ms. Schreiber Jacoby said this
record estimate will test how
much collectors are willing to pay
for one of the artist’s rare 1960s
works, which tend to be more cov-
eted than his later pieces.

Barnett Newman (1905-1970)
The mustachioed New Yorker dab-
bled in surrealism before discover-
ing his signature abstract style in
the 1940s with his so-called zips,
in which he bisected a bold mono-
chrome with a zipper-like stripe.
Of the six pieces in his “Onement”
series, two belong to the Museum
of Modern Art.

For sale: “Onement V,” 1952
(asking price: $30 million-$40 mil-
lion)

Auction record: Six years ago,
Christie’s sold his 1961 “Black Fire
I” for $84.2 million.

Trophy hunters may go after
this example by an abstract master
in part because Newman’s works
seldom come to market. CH
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Art Market Confronts
A Pandemic-Era Test
With Christie’s Auction

THE WALL STREET JOURNAL. Thursday, July 9, 2020 | A9

LIFE &ARTS
 



A10 | Thursday, July 9, 2020 THEWALL STREET JOURNAL.

An Expert Recommends: ‘Patriot’
(Amazon Prime Video)

Magician Penn Jillette is the co-
star of “Penn & Teller: Fool Us,”
which returned to CW for its sev-
enth season last month. Here, he
recommends two novelistic TV
shows created by Steve Conrad.

“I thought you really couldn’t get
better in the novel form of television
than ‘Breaking Bad’ and ‘Better Call
Saul’ or ‘Fargo.’ Then I stumbled upon
two shows created by Steve Conrad—
‘Patriot,’ and ‘Perpetual Grace, LTD’
(available on Amazon and Epix), which
he created with Bruce Terris.

‘Patriot’ is about an intelligence offi-
cer named John Tavner (Michael Dor-
man) who’s also a folk singer. His psy-
chosis from being a spy trips out into
folk songs. So you have essentially
James Bond going on stage in coffee
houses and pouring out his heart. It has
something I’ve thought about, which is
that if you made the decision to for-
sake personal morality for the bigger

An Expert Recom-
mends: ‘Giri / Haji’
(Netflix)

Kevin Kwan is best
known for his best-
seller-turned-movie,

“Crazy Rich Asians.” His new novel,
“Sex and Vanity,” was released in
June. Here, he recommends a series
in which East meets West.

“I absolutely have been in love with
‘Giri / Haji,’ a series that takes place in
England and Japan. It’s about a Tokyo
cop who’s sent to London on a special
mission to find someone who is hiding
there. He infiltrates the Japanese under-
world that exists in London and meets
an amazing cast of characters who help
him and become like family.

It’s amazing fusion of East and West.
There are Japanese characters who are
so authentically Japanese. And British
characters who are so authentically Brit-
ish. I was just in awe watching it and
also a little bit jealous. So much of what
creator Joe Barton accomplished I’m

also trying to do. I’m trying to create TV
projects that really are a fusion of East
and West, and he sort of beat me to it
and did it so beautifully. He was able to
authentically portray all these people in
a very real, very honest, beautiful way
that shows off differences in cultures,
but also the universal commonality in all
of us. I don’t want to give away too
many spoilers, but there’s something so
spectacular that happens in the final ep-
isode that takes it from a level of just
great TV to absolute brilliance.”

picture, what damage would that do to
you psychologically? It is the show that
I’ve laughed the hardest at, that I’ve
cried over and that has kept me on the
edge of my seat in every way.

‘Perpetual Grace, LTD’ is the same
heart and the same mind, but this time
starring Ben Kingsley and Jimmi Simp-
son. It is about a con man running a
church and someone trying to rip him
off. Together, the two shows are just
the greatest things I’ve seen.”

—Chris Kornelis

erts. He leads by example, wins his
team’s trust, and sacrifices himself
to get the mission done.

The takeaway: The more chaos
there is, the easier it is for a team
to get distracted and lose focus on
its key assignment.

Capt. Richard Phillips in
‘Captain Phillips’ (2013)

Leadership lesson: Negotiating
under pressure

Richard Phillips is no Jean-
Claude Van Damme. When armed
Somali pirates board his civilian
cargo ship, he needs to use his
wits. First he must negotiate with
his own crew, merchant seamen
who complain that they didn’t sign
up to fight crime. With the pirates’
rifles pointed at him, his eyes move
constantly. He seeks every resource
and advantage to alert his crew to
dangers and guide rescuers. Most
of all, he gets inside the heads of
the hijackers, appealing to their
reason, fears, and pride. “You’ve
got a man injured. Take the money
out of the safe, and let’s call it a
day,” he offers the pirate leader. In
the end, he outplays the pirates.

The takeaway: Understanding
what everyone wants, from employ-
ees to competitors, is vital to suc-
cess.

Capt. Chesley Sullenberger in
‘Sully’ (2016)

Leadership lesson: Owning your
decisions

It’s remarkable that while lauded
as a national hero for landing a
damaged passenger jet on the Hud-
son River in 2009, saving all 155
people aboard, Capt. Sullenberger

pened, and can explain why.

Cmdr. Ernest Krause in
‘Greyhound’ (2020)

Leadership lesson: Rising to
new challenges

“Greyhound” is a World War II
sea battle film, based on the novel
“The Good Shepherd” by C.S. For-
ester and reminiscent of the 1957
Robert Mitchum movie “The Enemy
Below.” Mr. Hanks is Ernest Krause,
a U.S. Navy Commander captaining
the Greyhound. The destroyer is es-
corting troop and supply ships
across the Atlantic when German
U-boats swarm. Mr. Hanks plays a
chess game of maneuvering, avoid-
ing torpedoes, and dropping depth
charges. Nobody knows, until they
already trust his moves, that it’s
his first Atlantic crossing in charge
of a ship.

The takeaway: A strong man-
ager shows confidence even while
moving into unfamiliar territory.

IN “GREYHOUND,” Tom Hanks
once again suits up as a captain
who keeps his head amid chaos. It’s
no surprise he’s returning to the
helm. Mr. Hanks has delivered
strong performances portraying
brave, humble captains before, in
“Apollo 13,” “Saving Private Ryan,”
“Captain Phillips” and “Sully.”

Why so many captains? The rank
seems ideal for Mr. Hanks. A cap-
tain is a leader who’s also a team-
mate, a boss who’s hard to hate.
Mr. Hanks’s captains give orders
but skip grandiose speeches, opting
for action alongside the crew.

“The reason Tom Hanks fits so
well into the role of a captain is be-
cause he’s a curious and empa-
thetic and goal-oriented person
himself. He’s a creative leader,”
says Aaron Schneider, who directed
“Greyhound,” from a script Mr.
Hanks wrote for himself, adapting a
1955 novel. The movie premieres
Friday on Apple TV+. “When he
brings that to the role of a captain
in a film, it’s like sliding into a
comfortable shoe. And he matches
the role in a way that audiences
find comforting.”

Mr. Hanks’s movie captains
clearly have crisis-management
skills. What else can they teach
about leadership?

Capt. Jim Lovell in ‘Apollo 13’
(1995)

Leadership lesson: Managing
unexpected change

Apollo 13 astronauts were sup-
posed to walk on the moon, but…
“Houston, we have a problem.” Plan
B is to return to Earth in a dam-
aged spacecraft. As mission com-
mander Jim Lovell, Mr. Hanks must
hold the ship and his disappointed
team together. “Just breathe nor-
mal, fellas,” he reassures his co-pi-
lots as they scramble to repair the
carbon dioxide scrubbers. When

they ogle the moon regretfully, he
reminds them to focus on their re-
vised objective: “We’re gonna need
a contingency if we lose comm with
Houston. Freddo, let’s get an idea
where we stand on the consum-
ables. Jack, get into the Odyssey
and bag up all the water you can
before it freezes in there…Let’s go
home.”

The takeaway: When plans go
awry, a strong boss needs to adapt
decisively and gracefully, rallying
the team to give the new course as
much energy as the original one.

Capt. John Miller in ‘Saving
Private Ryan’ (1998)

Leadership lesson: Keeping the
company on mission

The traumatic carnage of the
Normandy invasion is barely be-
hind them, and there’s a war to be
won. But U.S. Army Capt. Miller’s
unit has orders to locate PFC
James Ryan and get him home be-
fore he becomes the fourth Ryan
brother killed in action. The cap-
tain, a Pennsylvania schoolteacher,
must keep his team on mission
while they question the sense of
risking eight men’s lives to save
one. When sharpshooter Jackson
complains the job is a waste of his
skills, Capt. Miller jokes to the sol-
diers, “Pay attention to Jackson,
this is the way to gripe.” A tragedy
illustrates the peril of straying
from the mission. “Get your gear.
Let’s go,” Capt. Miller tells the sol-
diers after one of them nearly des-

WHAT TO WATCH THIS WEEK

TomHanks Is Officially America’s Captain

was called to task for what he
might have done differently. Inves-
tigators question Sully’s personal
life and his rundown of what hap-
pened. Computer simulations sec-
ond-guess his decisions. The probe
fills Mr. Hanks’s character with
self-doubt. “I did the best I could,”
he tells his wife, as if he failed. But
he defends his choices. “There
wasn’t time for calculating. I had to
rely on my experience of managing
the altitude and speed on thou-
sands of flights, over four decades,”
he testifies. “The best chance those
passengers had was on that river.
I’d bet my life on it. In fact, I did.”

The takeaway: A leader steps up
to take responsibility for what hap-

Mr. Hanks loves to play a captain. Above: Mr. Hanks captains a WWII Navy destroyer in ‘Greyhound’ out Friday on Apple TV+. Clockwise from below left: Mr.
Hanks as a captain in space in ‘Apollo 13,’ a cargo ship captain in ‘Captain Phillips,’ an airplane captain in ‘Sully’ and an Army captain in ‘Saving Private Ryan.’

BY DON STEINBERG
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MUSIC REVIEW | MARK RICHARDSON

BASED ON PURELY anecdotal evi-
dence, the hunger for brainless but
amusing content right now seems
very high, and “Palm Springs”
would, at first glance, appear to
qualify: Two guests at a destina-
tion wedding in the California des-
ert take a contemptuous attitude
toward everything they see, in-
cluding each other, but seem ulti-
mately destined to spend eternity
together.

None of which is untrue, ex-
actly, and events do follow the
rom-com blueprint for at least 12
minutes—with a riot of pre-nuptial
sex; eye-rolling, cringe-inducing
speeches at the reception; and
small-caliber sniping between the
principals. Then a guy with a
crossbow (J.K. Simmons) appears
out of the darkness and plants a
few bolts in our hero, Nyles (Andy
Samberg), while his new frenemy,

Sarah (Cristin Milioti), screams,
disappears into a vortex of time
and space, and wakes up in the
morning. On the day of the same
wedding.

“This is today,” Nyles explains
to his bewildered and not-quite-
time-traveling companion. “Today
is yesterday. And tomorrow is also
today. It’s one of those infinite
time-loop situations you might
have heard about.”

TELEVISION REVIEW | JOHN ANDERSON

‘Palm Springs’: ‘I Do,’ Again and Again
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Pop Smoke performing in November; the rapper was murdered in February and his debut album, ‘Shoot for the Stars, Aim for the Moon,’ has just been released

that seems to gather energy and
then lash out like a venomous
snake, as Pop Smoke and featured
guest Quavo of Atlanta’s Migos
swap chants and exclamations.
Later in the release, “Creature,”
featuring Swae Lee of the hip-hop
duo Rae Sremmurd, quickens the
pace and adds a layer of percus-
sive clatter. Despite being seven
years older, Swae Lee sounds like
a kid next to Pop Smoke, as they
trade lines about sex and party-
ing. These songs are an extension
and refinement of Brooklyn drill,
allowing a slight twinkle of
brightness in but maintaining its

aggressive posture.
Elsewhere, “Shoot for the

Stars” takes a clear turn toward
accessibility. These pop-leaning
gestures are well executed but
less distinctive. “For the Night,”
assembled by several producers
including Mike Dean, known for
his work with huge stars like
Kanye West, features bits of
twangy guitar, flute, and pro-
cessed moans from guests Lil
Baby and DaBaby, and the tone is
warmer and more welcoming next
to Pop Smoke’s earlier work. “Yea
Yeah” brings to mind Dr. Dre circa
“2001” by combining a wispy R&B

tween those forces instead of stat-
ing it outright. His lyrics are filled
with references to violence of all
kinds, and moments of lightness
and ease are few. Perhaps that
would have come later. Cut down
just as he was discovering the
power of his creative voice, he’s
been denied the opportunity for
growth, artistic and otherwise.
“Shoot for the Stars” offers a
sadly incomplete sketch of what
that might have looked like.

Mr. Richardson is the Journal’s
rock and pop music critic. Follow
him on Twitter @MarkRichardson.

sample with a punishing snare-
drum thwack. And “Enjoy Your-
self” has a bright nylon-string
guitar refrain in the mix to com-
plement a Spanish-language guest
spot from Colombian reggaeton
singer Karol G.

In an interview with the New
York Times last year, Pop Smoke
said that his music is meant for
kids growing up the way he did,
who carry guns to school because
they don’t feel safe but are still
working toward a diploma to
make their families proud. “I do it
for them,” he said. “That’s me.”
His work implies the tension be-

IN FEBRUARY, Brooklyn, N.Y.,
rapper Pop Smoke, born Bashar
Jackson, was murdered in Los An-
geles during a home invasion. He
was 20 years old. His death came
as a shock both because he was so
young and because it happened
during his rapid ascent to the up-
per echelon of stardom. Pop
Smoke had been making music
only since 2018, but he had a star-
tlingly distinctive voice and was
the most visible exponent of a
once hyperlocal style, Brooklyn
drill, that was poised for a global
breakthrough. During his brief life
he issued two mixtapes, 2019’s
“Meet the Woo” and its sequel,
which came out just two weeks
before his murder. His proper de-
but album, “Shoot for the Stars,
Aim for the Moon” (Victor Victor/
Republic), out now, had been one
of 2020’s most anticipated re-
leases in the hip-hop sphere, a re-
cord designed to propel him to
the mainstream and that now
serves as his epitaph.

Pop Smoke will be forever de-
fined by the distinctive grain of
his voice, which is deep, gravelly
and expressive. He doesn’t often
rap fast, but his words sometimes
emerge as a blur—a highly rhyth-
mic series of vowels delivered in a
growling baritone. Older listeners
might be reminded of the half-
mumbled intonation of 50 Cent, an

acknowledged influence who also
executive produced “Shoot for the
Stars,” but the style is some dis-
tance from anything released dur-
ing the earlier artist’s heyday.

Drill is a subgenre made possi-
ble by the internet, where poten-
tial collaborators from anywhere
in the world can find each other.
It’s defined in part by its sonic
sensibility—medium tempo, block-
shaking bass; the pitter-patter
16th-note high-hat sounds of trap
music with dramatic string-like
synths—and in part by its lyrical
depiction of violent street life.
Drill music emerged in Chicago
around 2010, in the scene sur-
rounding then-young rapper Chief
Keef, and variants began to crop
up in other cities not long after.

In England, the style known as
U.K. drill streamlined the aes-
thetic, hollowing out the mid-
range, stressing the low end, and
adding tricky off-beats to the
snare patterns. Pop Smoke heard
a track from East London pro-
ducer 808 Melo and reached out
about collaborating, and the lat-
ter became the primary producer
of the rapper’s two mixtapes.
Their respective sounds devel-
oped in parallel, and their trans-
atlantic hybrid has become an im-
portant representation of
Brooklyn drill as a whole.

The tracks on “Shoot for the
Stars” for which 808 Melo is once
again the producer carry that
sound forward and form the heart
of this record. The second track,
“Aim for the Moon,” is one of
these, with a cavernous low end

The record extends and
refines the Brooklyn-
based hip-hop genre he

helped pioneer

The incredulous Sarah: “That I
might have heard about!?”

Yes, maybe in “Groundhog Day,”
to which “Palm Springs” bears no
small resemblance. Likewise the
series “Russian Doll.” Viewers,
early on, might be rolling their
own eyes at the prospect of watch-
ing another 90-minute feature
about a day that never ends.
Worry not. Sarah and Nyles—and
Roy, the guy with the arrows and
the grudge against Nyles—are
stuck in time, but screenwriter
Andy Siara (Max Barbakow di-
rects) does inventive things with
their cosmic staycation, having his
heroes resist their plight but also
exploit it. He also commits some
cleverness with his script, causing
us to double back on what’s al-
ready been said. For instance,
when Nyles mutters “kill me” to
his girlfriend, Misty (played with a
rarified airheaded-ness by Mere-
dith Hagner), you assume it’s be-
cause of her. It is, but not entirely:
He’s reached the end of his rope
on repeat viewings of his own life.
So what’s the use of living at all,
Sarah asks him later, after a few
too many reruns of her own day.
“There might be some way to kill
yourself,” Nyles says, “but I ha-
ven’t figured it out yet.”

So they make the best of it,
taunting the police, driving head-
on into a tractor-trailer, and steal-
ing a plane and crashing it into the
ground. The only repercussion is
that they wake up, again, on the
day of the wedding.

For a few years, Mr. Samberg
was the Cast Member Who Over-
does Everything on “Saturday
Night Live,” a position held at one
point or another by performers
ranging from Chris Farley to Leslie

Jones. In “Palm Springs,” he is re-
freshingly restrained, even wry,
and maintains a reservoir of exis-
tential dread behind his general ir-
reverence. But with all due re-
spect, it is the saucer-eyed Ms.
Milioti (“How I Met Your Mother”)
who is the revelation (to me, any-
way) and is playing every one of
Mr. Siara’s laugh-out-loud lines for
maximum impact. Mr. Simmons, in
the J.K. Simmons-type role of Roy,
could not be better cast. Likewise,
Peter Gallagher as the father of
the bride.

“Palm Springs” waxes a bit
more philosophical than is en-
tirely necessary, but Nyles and
Sarah would lose our respect en-
tirely if they didn’t ask some
questions about their uncertain
status and its metaphysical mean-
ing, never mind marriage. Speak-
ing of which, the bride, Tala, and
her fiancé, Abe, are played by
Camila Mendes (“Riverdale”) and
Tyler Hoechlin (“Supergirl”), and
while one is tempted to say they
have little to do but do it repeat-
edly, that’s not really true: Each
time around the block for Sarah
and Nyles the landscape and the
circumstances are changed (some-
times by them), and the actors
around them are really giving a
different performance each time.
The sweet thing about “Palm
Springs” is what it says about
weddings, romance and perfect
matches: As we see, Tala and Abe
don’t really know each other well
enough to get married. But are
Sarah and Nyles meant for each
other? You might say they have
an eternity to find out.

Palm Springs
Friday, Hulu

H
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Cristin Milioti as Sarah and Andy Samberg as Nyles in ‘Palm Springs,’ streaming Friday on Hulu
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Weather
Shown are today’s noon positions of weather systems and precipitation. Temperature bands are highs for the day.

City Hi Lo W Hi Lo W City Hi Lo W Hi Lo W
Today Tomorrow Today Tomorrow

City Hi Lo W Hi Lo W

Anchorage 66 55 c 67 56 sh
Atlanta 88 74 t 90 74 t
Austin 98 77 s 100 76 s
Baltimore 90 74 pc 84 72 t
Boise 91 60 s 89 63 s
Boston 85 68 pc 78 67 t
Burlington 94 72 s 93 72 pc
Charlotte 89 72 pc 92 72 s
Chicago 92 73 t 88 71 pc
Cleveland 92 73 t 89 70 t
Dallas 96 76 s 98 77 s
Denver 92 63 s 99 60 s
Detroit 93 72 pc 88 70 t
Honolulu 88 74 sh 89 76 pc
Houston 96 78 s 98 79 s
Indianapolis 91 71 pc 86 69 t
Kansas City 83 68 t 91 68 pc
Las Vegas 107 81 s 110 86 s
Little Rock 91 76 pc 93 75 t
Los Angeles 84 63 pc 89 67 s
Miami 96 80 pc 96 80 t
Milwaukee 90 71 t 86 70 pc
Minneapolis 85 68 t 86 66 s
Nashville 90 75 pc 90 73 t
New Orleans 94 77 c 94 79 s
New York City 90 74 s 82 72 r
Oklahoma City 98 72 pc 98 75 s

Omaha 87 68 t 91 71 s
Orlando 92 77 t 91 77 t
Philadelphia 92 75 pc 82 72 r
Phoenix 111 87 s 113 90 pc
Pittsburgh 91 69 t 90 68 s
Portland, Maine 84 65 c 78 65 c
Portland, Ore. 73 57 sh 79 57 pc
Sacramento 98 62 s 98 59 pc
St. Louis 93 73 t 91 72 t
Salt Lake City 94 72 s 97 69 s
San Francisco 74 54 s 72 54 pc
Santa Fe 96 58 s 99 64 s
Seattle 69 56 c 75 55 pc
Sioux Falls 82 62 pc 87 67 s
Wash., D.C. 90 75 pc 87 74 t

Amsterdam 66 58 r 63 50 r
Athens 88 72 s 88 72 s
Baghdad 118 88 pc 118 88 pc
Bangkok 95 80 c 96 80 t
Beijing 78 67 t 83 70 c
Berlin 66 57 r 75 54 r
Brussels 72 60 r 66 49 r
Buenos Aires 56 47 pc 60 46 pc
Dubai 108 93 pc 107 92 pc
Dublin 61 46 c 61 46 pc
Edinburgh 63 50 sh 62 47 sh

Frankfurt 82 61 pc 79 52 t
Geneva 87 62 t 83 63 t
Havana 91 75 t 90 74 t
Hong Kong 93 84 t 92 84 sh
Istanbul 84 71 s 84 73 s
Jakarta 91 76 r 90 76 pc
Jerusalem 82 65 s 83 65 s
Johannesburg 64 43 pc 65 42 s
London 69 54 r 67 51 pc
Madrid 93 64 pc 94 68 s
Manila 95 80 t 94 80 t
Melbourne 62 49 pc 61 51 c
Mexico City 74 55 t 79 54 t
Milan 88 66 s 91 67 s
Moscow 69 51 r 72 60 pc
Mumbai 88 80 t 88 80 t
Paris 88 62 pc 75 54 pc
Rio de Janeiro 78 69 pc 73 66 pc
Riyadh 113 84 pc 114 85 pc
Rome 86 65 s 88 66 s
San Juan 91 79 s 91 80 pc
Seoul 90 74 pc 85 72 t
Shanghai 86 75 t 86 76 c
Singapore 84 79 t 86 78 c
Sydney 66 50 pc 66 53 c
Taipei City 94 82 c 94 81 c
Tokyo 82 74 sh 82 76 c
Toronto 94 74 s 89 72 t
Vancouver 66 54 pc 69 55 pc
Warsaw 70 60 pc 80 65 t
Zurich 86 58 pc 83 59 t

Today Tomorrow

U.S. Forecasts

International

City Hi Lo W Hi Lo W

s...sunny; pc... partly cloudy; c...cloudy; sh...showers;
t...t’storms; r...rain; sf...snow flurries; sn...snow; i...ice
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PLUSONE | By Erik Agard & Alison Ohringer
Across
1 Downtime
5 Union foes

10 Phone alert
sound

14 In excess of
15 Pioneering

company in
imaging
technology

16 “Te quiero”
sentiment

17 She may read
your messages

18 Winner of six
Grammys on
February 12, 2012

19 Subway fare
20 Photo collection
22 Shining expanses

formed by
evaporation

24 Yoga necessity
26 Lies
27 Like many

ketchup bottles
31 Main character in

Cather’s “The
Song of the Lark”

32 Peak times for
jams

34 Fire proof
38 Cry in la plaza de

toros
39 Drama

performed in
front of a painted
image of a pine
tree

40 Back in time
41 Flash of light
44 Turquoise, e.g.
48 Colleague of

Elena and Sonia

50 Grave

51 Less crunchy
Tex-Mex option

55 Abject sorrow

56 Rutted road

58 Pecs’ place

62 What some
teams play to

63 Quarters

65 High in
Honduras

66 They share their
home arena with
the WNBA’s
Liberty

67 Where an eligible
Goldberg may
meet an eligible
Katz

68 “lol,” escalated

69 Scamper

TheWSJ Daily Crossword | Edited by Mike Shenk

1 2 3 4 5 6 7 8 9 10 11 12 13

14 15 16

17 18 19

20 21 22 23

24 25 26

27 28 29 30 31

32 33 34 35 36 37

38 39 40

41 42 43 44 45 46 47

48 49 50

51 52 53 54 55

56 57 58 59 60 61

62 63 64 65

66 67 68
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Previous Puzzle’s Solution

s

Solve this puzzle online and discuss it atWSJ.com/Puzzles.
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70 Formal “ain’t”

71 What the letters
added to the four
“stirred” words in
this puzzle spell

Down
1 Parks on a bus

2 Good match

3 Belgrade native

4 Carry the day

5 Rocksteady
precursor

6 Fish and chips
ingredients

7 “Would you be
___ and help
me?”

8 It has a flexible
sole

9 Painter’s first
draft

10 Symbols of
Mexico

11 Lead-in to a
clarification or
correction

12 Marruecos-a-
España dirección

13 Box office figure

21 SAT section

23 Lab coat problem

25 Unduly

27 Who (or what)
Princess Tiana
kissed

28 Respite

29 “Ohhh!”

30 Early computer
inputs

33 Bush jumper

35 Robust

36 They might be
checked at the
door

37 Ilk

42 Drawing
challenge

43 Pound pick

45 Bar concern

46 Gator’s look-alike

47 Partner’s share,
often

49 ___ P. Henson of
“Empire”

51 Barely sufficient

52 Western,
informally

53 Corn chip

54 Hurricane’s
birthplace

57 1960s TV role for
Bruce Lee

59 Michelle Obama’s
partner in a 2009
health PSA

60 Cowboys helmet
feature

61 Made off with

64 Filming locale

SPORTS

The Ivy League on Wednesday
became the first Division I confer-
ence to postpone football and other
sports until at least the start of
2021, setting the stage for bigger
college sports bodies to either fol-
low suit or try to press on toward
an uncertain season.

The Ivy League is far from the
big-money world of other football-
dependent Division I conferences.
But it is sometimes a barometer of
what larger institutions might do.
Last March, the Ivy League canceled
its men’s and women’s basketball
tournaments days before the NCAA
followed suit.

The move comes less than two
months before the football season
is supposed to begin with high-pro-
file clashes like Alabama vs. USC on
Sept. 5 and Ohio State at Oregon
the following week. The giants of
college sports will soon be forced to
confront whether their seasons can
safely start, or proceed at all.

The decision leaves open the
possibility that some or all of the
sports could hold their seasons in
the spring. That is far from a given,
however, given how uncertain the
future path of the pandemic is.

“With the information available
to us today regarding the continued
spread of the virus, we simply do

BY LAINE HIGGINS not believe we can create and main-
tain an environment for intercolle-
giate athletic competition that
meets our requirements for safety
and acceptable levels of risk,” said
the Ivy League presidents in a joint
statement.

The prognosis for fall sports in
the Ivy League was cast into doubt
in recent days when several mem-
ber institutions outlined plans to
limit student capacity on campus
this fall. Dartmouth, last year’s co-
champion in football, said it would
place an emphasis on bringing
freshmen to campus, with no more
than 40% of the student body pres-
ent. Princeton’s campus will be pop-
ulated exclusively with incoming
freshmen and rising juniors. Har-
vard will house first years and a se-
lect few upperclassmen who must
return to “progress academically.”
Brown will split the academic year
into three semesters and offer stu-
dents a place on campus for only
two of them.

The situation presents an obvi-
ous difficulty for fall athletic teams
trying to field a squad, especially in
football. As a consolation, the con-
ference will allow athletes that are
on campus to attend practices and
weightlifting sessions in accordance
with school health protocols.

Fall sports athletes will not use
one of their seasons of eligibility in

2021 regardless of whether they en-
roll. However, the Ivy League does
not make it easy to play for five
years: there are no graduate trans-
fers in the conference and the only
way to get an extra year of compe-
tition is through a medical redshirt.
When spring athletes saw their sea-
sons suspended, the NCAA declined
to request a blanket waiver from
the NCAA that would allow them to
come back for another season.

The Ivy League didn’t rule out
the possibility of playing football
and other fall sports in the spring.
But this comes with its own set of
logistical challenges. While many
universities in the Power Five spon-
sor the NCAA minimum of 16
sports, the Ivies field more than
twice as many teams. There are 40
varsity sports at Harvard; Columbia
has the fewest with 29.

Dartmouth football coach Buddy
Teevens envisions a space issue. His
team has an indoor facility they

could use when the temperature
hovers around 10 degrees, but they
share a practice field with both la-
crosse teams and track and field.
Deciding which teams would get
priority for space and practice
times would be a major headache.
In Philadelphia, late-April football
games could conflict with the Penn
Relays, the largest track and field
meet in the country that fills Frank-
lin Field’s 53,000-some seats.

Ivy League schools compete in
the lower tier of Division I, the
Football Championship Subdivision,
and see few of their games tele-
vised or played in full stadiums. The
conference’s last national champion
was Yale in 1927. With billion-dollar
endowments and robust academic
fundraising operations, athletics
isn’t as essential to the Ivies’ bot-
tom line as it is to schools in the
Power Five conferences.

“Maybe our group can look at it
objectively and say, ‘maybe this is
the best thing from a health stand-
point for the greatest number,’ ”
said Teevens. “The FCS, Division II
and Division III programs are all
pretty much in the same boat.”

But the pressure to play foot-
ball—and collect the revenue from
it—is much more powerful for most
schools in the Power Five Confer-
ences, including giants like Michi-
gan and Texas that turn a profit

most seasons. There might not be
swimming or golf at some of these
schools if football goes away. There
may not be upgraded libraries or
dorms either.

At independent Notre Dame,
football accounted for 87% of the
athletics revenue in 2019 and no
one on the 103-man roster has yet
tested positive for the coronavirus
during preliminary voluntary work-
outs. There’s far more reason for
the Fighting Irish to forge ahead
than there is for the Columbia Li-
ons, a team that’s won just 26
games in the past decade.

Schools in the Power Five aren’t
immune to the havoc of coronavi-
rus, however. Stanford announced
Wednesday that financial challenges
were behind its decision to discon-
tinue 11 of its 36 varsity sports:
men’s and women’s fencing, field
hockey, lightweight rowing, men’s
rowing, co-ed and women’s sailing,
squash, synchronized swimming,
men’s volleyball and wrestling.

The Ivy League’s decision will
ripple through Division I football by
way of scheduling. The eight teams
in the conference were slated to
play 24 games against teams in the
Patriot League, Colonial Athletic As-
sociation Conference and Pioneer
League.

—Melissa Korn
contributed to this article.

Ivy League SaysNo Sports Until 2021
The decision postpones, and possibly cancels, football and other fall athletics. Bigger conferences to face the same decision.
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The Harvard-Yale football rivalry will be put on hold until at least 2021 due to the pandemic. The Ivy League didn’t rule out the possibility of playing football and other fall sports in the spring.

Themove comes less
than twomonths before
the football season is
supposed to begin.
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Political Man,
Pivotal Moment
Haldane: The Forgotten Statesman
Who Shaped Britain and Canada
By John Campbell
(McGill-Queen’s, 483 pages, $49.95)

BOOKSHELF | By William Anthony Hay

C urrent debates about liberalism—especially about
whether a free society can thrive alongside ever more
urgent calls for government action—bring to mind an

episode from the Edwardian era. It was then that the Liberal
Party in Britain underwent a kind of identity crisis over
policy and principle. Richard Burdon Haldane, later Viscount
Haldane, stands out as a key figure in that story. Haldane
(1856-1928) was “a picture of the well-fed but poorly slept”
lawyer, John Campbell says, a man who combined profes-
sional success and public service. Now largely forgotten,
Haldane embodied a political type that is familiar to
Americans in the high-minded figures of the Progressive Era
and in their descendants today, who possess an almost
missionary zeal for human betterment.

In “Haldane: The Forgotten Statesman Who Shaped
Britain and Canada,” Mr. Campbell, an investment banker
with childhood ties to Haldane’s family, makes a persuasive
case for his subject’s importance and, along the way, touches
on larger questions of culture and governance. The book’s
structure—less chronological than propelled by themes and
causes—may challenge readers new to the story, but its
wealth of detail and insightful character sketches will

reward the effort.
As Mr. Campbell shows,

Haldane’s family heritage
adumbrated his public role.
His English mother was
descended from an eminent
Tory jurist and lord chancellor
(a position Haldane would
himself occupy). On his father’s
side, his grandfather and great-
uncle both retired from military
service to promote the evangel-
ical movement in Scotland.
Though strict Calvinism was at
the center of the family’s Scottish
home, Haldane lost his faith as a
teenager. Over time, and perhaps

without realizing the change, he transformed it into a secular
commitment to reform and social progress.

Haldane studied classics and philosophy at Edinburgh
University, but his six months at Göttingen, in Germany,
had a greater effect. Idealist philosophy, with Hegel as its
leading figure, came to guide his worldview, as did German
social policies. His outlook was less empirical than that of
his English counterparts—more inclined to abstract
reasoning and arguing from first principles.

Even so, Haldane was a man of the world. After practicing
law in London and making a good deal of money, he was
elected to Parliament in 1885—at a pivotal moment, as Mr.
Campbell shows. The Liberal Party had dominated British
politics since 1830, but tensions among its members were
growing even before William Gladstone split the party in
1886 over Irish Home Rule.

Mr. Campbell describes Haldane as a living embodiment
of such tensions—between an older liberalism of laissez-faire
economics and limited government and a new kind, which re-
sponded to the rising spirit of socialism and organized labor.
(It was around this time that Marx’s ideas were being popu-
larized in England.) The young politician sought a rationally
organized state along German lines, what his friend Beatrice
Webb called “a deliberately organized society.” Haldane’s lib-
eralism went beyond the ideals of an earlier Liberal Party,
which had sought to minimize the state’s checks on individ-
ual action. He preferred to follow Wilhelm von Humboldt’s
idea that government intervention, especially in education,
helped citizens cultivate themselves. He thought property
owed a debt to society for guaranteeing the wealth it earned.
While this new liberalism inspired Haldane and his colleagues
to press for costly social reforms, it drove others toward the
Conservative Party.

Early in his career, Haldane helped establish the London
School of Economics, and he guided the University of
London toward its becoming a true teaching institution.
He advised colleges in provincial cities to extend their
access to a wider range of students and social classes, and
he drew on German models to improve technical education.

Oddly, though, it was in military matters that Haldane’s leg-
acy is most notable. When, in 1905, a Liberal prime minister—
Henry Campbell-Bannerman—reached an impasse with his
party’s grandees, he offered Haldane the War Office, hoping
that “Schopenhauer,” as he called him, could manage what
was viewed as the cabinet’s most thankless job. The post
gave Haldane plenty to reform. He restructured the army to
cut costs and created an expeditionary force that could be
quickly sent abroad with reserves at home to reinforce it. He
also created a General Staff to facilitate planning. These
changes helped Britain stop the German invasion of France in
1914 and led Sir Douglas Haig to call Haldane “the greatest
secretary of war England ever had.”

A career capstone came with Haldane’s elevation to lord
chancellor in 1912—the head of Britain’s legal system. As a long-
time member of the judicial committee of the privy council,
which heard appeals from the empire’s dominions, he played
a “leading role” in shaping the development of Canadian law,
according to Mr. Campbell. For a time, his knowledge of
Germany, and fluency in the language, gave him a liaison role.
After Wilhelm II asked him to join a meeting with the kaiser’s
ministers, he joked about Haldane’s being the only Englishman
to sit in a German cabinet. But tensions with Berlin made his
position difficult. On a visit to London, the kaiser invited
himself to lunch at Haldane’s home, intensifying doubt about
his loyalty—“doubt that would, in time of war, bury Haldane’s
reputation and political career,” Mr. Campbell writes.

If Haldane’s career anticipated later technocrats and
reformists, as Mr. Campbell argues in this splendid portrait,
World War I made him an outsider in the Britain of his day.
After the war, few looked to Germany for models of any
kind. Despite his sociability, Haldane, with his Continental
orientation and intellectual bent, never quite fit Britain’s
political culture. In retrospect, he seems more akin to
John Dewey and other Progressive leaders in America
than aligned with the British liberal tradition—which may
account for why, though his accomplishments have lasted,
the man himself has faded from view.

Mr. Hay is the author of “Lord Liverpool: A Political Life.”

He found his party moving from the idea of
limited government to a new agenda, one aimed
at responding to the rising spirit of socialism.

These Days, It All Feels Like Yesterday

L ike many people, I’m
usually better with long-
term memories than the

short-term kind. Mention
sports, and I’ll deliver details
about the time I hit a homer in
high school: the look on the
pitcher’s face when he released
the ball, the sight of my man-
ager jumping up and down in
the coach’s box as I rounded
third.

Lately, however, I’m dwell-
ing on lesser things from the
fairly recent past. The memo-
ries seem distant, yet they’ve
barely gone by. Sheltered in a
pandemic, new memories are
hard to come by—and the ones
I’m stuck with are mighty
mundane.

I remember the last meal I
ate in a restaurant: with my
wife, our daughter and our
son-in-law, at Zero Zero on
Folsom Street in San Fran-
cisco. It was March 6. The day
my friends and I had our last

baseball practice in the park:
March 11. The last time I saw
my son: March 1. I dropped
him two blocks from the rail
station in Stamford, Conn., so
he could run for the train.

Emotionally charged events
are easier to remember than

neutral ones. Something as sim-
ple as the last time I got a hair-
cut (Feb. 12) now qualifies as an
emotional benchmark, because
I have no idea when I’ll again
feel safe visiting my barber.

For people with a rare con-
dition known as hyperthyme-
sia, the trivia has always been
impossible to shake. For them,
every detail of every day—pan-
demic or not—is remembered
in vivid detail. Mention a date,
no matter how long ago, and
they’ll tell you what they were
wearing that day or what they
had for lunch. The actress
Marilu Henner has this condi-
tion, which is stressful because
it creates an overdose of use-
less memories. Now we all
have a better idea how people
like Ms. Henner feel.

Research has shown that the
act of remembering is fre-
quently enhanced by forgetting.
We clear space in our minds by
replacing older memories with
more recent occurrences. Right
now there is a lot that I look
forward to forgetting.

My short-term memory
does seem to have improved
during the pandemic. Mention
a date, any date, since mid-
March, and I’ll be able to tell
you the color sweatpants I
wore, when I walked out to the
mailbox, and what I saw on my
walk around the neighborhood.

Memories like these are
easier to preserve when noth-
ing changes.

Mr. Funt is a writer and
host of “Candid Camera.”

By Peter Funt

Our last haircut and
dinner out bear a new
emotional weight.

OPINION

A s the mainstream media
all but declares the
2020 election for Joe Bi-

den, Democrats are making
mistakes. They’re saying and
doing things that could cause
problems—if Republicans step
up their game.

Consider the congressional
logjam over police reform. Af-
ter George Floyd’s death in
Minneapolis, the nation was
angry and aghast. Then Ray-
shard Brooks was killed in At-
lanta, and the demand for
change grew even stronger.

Yet when the Senate moved
to take up the comprehensive
police reform bill introduced
by Tim Scott (R., S.C.), Demo-
crats blocked its consider-
ation, despite the bill’s many
similarities with the Demo-
cratic House’s measure. Sen.
Scott guaranteed votes on any
amendments Democrats
wanted, but no matter.

This intransigence is an op-
portunity to argue that Senate
Democrats are more interested
in election talking points than
giving meaning to the deaths
of Floyd, Brooks, Breonna Tay-
lor and others by passing leg-
islation that reforms policing.

Republicans can broaden
the issue by pointing out that
while a new law can solve cer-
tain pressing problems, the
criminal-justice system needs
a systematic review. A bill by
Sens. John Cornyn (R., Texas)
and Gary Peters (D., Mich.)
creating a National Criminal
Justice Commission would do
that, reporting to the next
Congress on additional reform

Democrats Are Committing Unforced Errors
measures. This passed the
Senate by unanimous consent
in 2018 but died in the House.

By pressing for the Scott
bill now and the Cornyn-Peters
commission to follow, Republi-
cans can show they’re deter-
mined to turn the nation’s pain
into something good. If every-
body mobilizes, the GOP can
regain the offensive.

Another opening for Repub-
licans came Sunday, when
CNN’s Dana Bash asked Sen.
Tammy Duckworth—who’s be-
ing vetted as a possible run-
ning mate for Mr. Biden—if
statues of George Washington

should be taken down. For 141
tortured words, Ms. Duckworth
ducked the question before
claiming President Trump
“spent all his time talking
about dead traitors” in his July
3 speech at Mount Rushmore.
Actually, Mr. Trump didn’t
mention a single Confederate,
but the Illinois Democrat may
have hoped an incendiary at-
tack would distract Ms. Bash.

The interviewer pressed
again, saying “but George
Washington—I don’t think
anybody would call him a trai-
tor. And there are moves by
some to remove statues of
him. Is that a good idea?” Ms.
Duckworth responded blandly,
“I think we should listen to ev-

erybody. I think we should lis-
ten to the argument there.”

When a prospective Demo-
cratic running mate says
Americans should consider re-
moving statues of the man
who made our country possi-
ble, the party is surrendering
to its lunatic fringe. The
Trump campaign put out a
statement Tuesday, but the
moment was worthy of an im-
mediate presidential state-
ment and sustained criticism.
It would have been a better
way to start the week than at-
tacking Nascar driver Bubba
Wallace and defending the
Confederate flag.

There was also Mr. Biden’s
Sunday tweet: “We won’t just
rebuild this nation—we’ll
transform it.” The former vice
president won his party’s nom-
ination because he seemed to
be a mainstream Democrat. He
draws support from indepen-
dents and some conservatives
for the same reason. He won’t
keep it if he pushes “transfor-
mation,” the pet phrase of Sen.
Bernie Sanders and Rep. Alex-
andria Ocasio-Cortez.

One tweet does not a melt-
down make, but it could fore-
shadow trouble. OnWednesday
Mr. Biden’s six “unity task
forces” released recommenda-
tions that will shape his plat-
form. Though Mr. Sanders had
a seat at the table, he didn’t
get his way on several issues,
including Medicare for All. He
and other leading progressives
won’t stop pressing socialist
nostrums simply because
they’ve been promised good in-
augural tickets. It may take fur-
ther policy concessions for Mr.

Sanders and his allies to offer
unity. This could be another
opening for the GOP, but it
must seize it effectively.

Then there’s Mr. Biden’s re-
sponse to “America First.” The
former vice president says
that “when America is first,
it’s America alone.” This isn’t
surprising from someone
whose administration prac-
ticed “leading from behind”
and undertook an interna-
tional apology tour. Republi-
cans can counter that America
First means putting workers,
families and communities
first. Besides, the world de-
pends on America leading the
way. The GOP can point to Mr.
Trump’s successes on trade,
getting allies to step up on
military spending, and U.S.
toughness in dealing with Iran
and China, contrasting these
with Obama-Biden failures.

So much of this campaign
has been nontraditional. Amer-
ica’s attention has been riveted
on the pandemic, economic
fallout and racial tensions.
That has benefited Mr. Biden,
as the polls attest. But the 77-
year-old isn’t an imposing po-
litical talent—this will become
clearer as the campaign un-
folds—and he and his compa-
triots regularly provide ammu-
nition for Republican attacks. If
the GOP wants victory this fall,
it had better figure out how to
exploit this. Time’s a-wasting.

Mr. Rove helped organize
the political-action committee
American Crossroads and is
author of “The Triumph of
William McKinley” (Simon &
Schuster, 2015).

Republicans must
seize the opportunities
to regain the offensive
in the campaign.

By Karl Rove

If you believe
every presi-
dential elec-
tion is a big
bet, you prob-
ably think this
one is over. In
the betting
markets, Joe
Biden is up on
Donald Trump
by more than

18 points. Most polls look like
a permanent path to the golf
course for the president. Gal-
lup’s most recent presidential
approval number is 38%.

Yes, Mr. Trump needs to
put up an agenda for 2021.
And yes, there’s never been a
president who can’t sleep if he
hasn’t shot himself in the foot
before turning out the lights.

Still, I’m not sure tradi-
tional metrics and analysis ap-
ply in this election. We are in
a constantly shape-shifting
campaign that has been over-
whelmed by the unprece-
dented intensity of events and
how people are processing the
experience.

In mid-March, normal life
stopped in America. The
workforce was sent home.
Schools were closed. Life went
on through Zoom and Google
Hangouts. People got Covid-19,
and many died.

Then on May 25, George
Floyd died during an arrest in
Minneapolis. There have been
constant protests since,
watched nightly by a stay-at-
home nation. They’ve seen
monument smashing, CHOP in
Seattle and calls to defund the
police.

A Fourth of July Election
Alone, the pan-

demic or protests
would be enough
public drama to
last a lifetime.
We’ve had both at
the same time. I
regard these two
extraordinari ly
grim experiences
as the unavoidable
baseline reality for
voters in the 2020
election.

Let’s return to what was in
the public’s mind before this,
specifically the Democrats’
competition for the party’s
nomination.

It featured multiple debates,
saturation coverage and com-
pelling figures in Bernie Sand-
ers, Elizabeth Warren, Cory
Booker and Pete Buttigieg (re-
member him?). And who won?
Joe Biden, because he was a
known moderate and promised
normalcy as respite from Mr.
Trump’s personality.

Those primaries weren’t
opinion polls. They were a de-
cision by Democratic voters in
diverse states to choose mod-
eration. Surely that counts for
something as an expression of
the American mind.

By March 19, the coronavi-
rus was shutting down the
country. Mr. Trump turned out
to be an unreliable guide to vi-
rus information, fumbling an
opportunity for presidential
leadership with his all-about-
me briefings. His coronavirus
approval among independent
voters has been below 40% for
two months.

Amid all this downer-ism,
something politically signifi-
cant happened—the Fourth of
July weekend.

On Friday, Mr. Trump deliv-
ered his Mount Rushmore
speech, a detailed, articulate
defense of American history
and values. The next day—af-
ter weeks of watching protests
and overturned statues—a

beaten-down population pro-
duced a hard-to-miss outpour-
ing of patriotism in towns
across the U.S.

A special word here about
the traditional Macy’s fire-
works display in New York
City. Recall that the chain’s
flagship in Herald Square was
looted on June 9. Not a
month later, Macy’s and Uni-
versal Television produced a
broadcast of almost unimagi-
nable beauty, all-American
music and patriotic fervor,
with stunning shots of the
Statue of Liberty, the Coney
Island Ferris wheel and fire-
works shooting from the Hud-
son River and Empire State
Building.

But if you tuned in to the
evening news Saturday or
Sunday, it told a different
story. You saw a catalog of
weekend violence, killings and
more protests. Not least was
the toppling in Rochester, N.Y.,
of a statue of Frederick Doug-
lass, a founding father of black
American pride.

These are times—and emo-
tions—that don’t lend them-
selves to conventional politi-
cal analysis.

For example, one may ask:
Is never-Trumpism finally
overplaying its hand? With
the election near, the Trump-
wallowing media has decided
its commitment to “truth” re-
quires distortions of reality,
such as that his Mount Rush-
more speech was “dark,” the

protesters are
voices of light (re-
ally), and the re-
viving economy is
actually sinking.

But much of the
media is propagat-
ing this doom-to-
the-horizon sce-
nario—the threat
of death or limit-
less systemic rac-
ism—when the
public is focused

on finding an upside and an
exit from what they’ve just
been through.

Meanwhile, the Trump al-
ternative, Joe Biden, increas-
ingly looks like a man trapped
inside a party that has gone
from what are now the obvi-
ously irrelevant primary votes
for moderation to the defining
vision of the party’s protesters
in the streets. On Wednesday
the Biden campaign released
the “Biden-Sanders Unity Task
Force” recommendations for
the Democratic platform. The
document is 110 pages long.
Every voter should read it.

Coalitions may be shifting
beneath the weight of these
events. The people moving out
of unsettled cities to the sub-
urbs may not be new Trumpi-
ans, but they don’t sound like
enthusiastic Biden voters.
Since the surge of shootings,
some black leaders and pas-
tors have pushed back against
police defunding.

We may have an October
surprise every month until
November. The Durham report
looms. There will be debates.
Mr. Trump could decide it’s
more important for him to
pick fights with more Bubba
Wallaces than elaborate the
Mount Rushmore argument
for his re-election. But we
don’t need a political reset.
The pandemic and the pro-
tests have been enough reset
for a generation.

Write henninger@wsj.com.

Polls won’t tell you
how the beaten-down
American population
will vote this year.

WONDER
LAND
By Daniel
Henninger

Going after Andrew Jackson in Lafayette Park, June 22.
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Military Bases, Ships, Heroes and Traitors
Regarding Rep. Mike Garcia’s

“Name Bases For Heroes, Not Trai-
tors” (op-ed, July 3): If Matthew Fon-
taine Maury was a traitor, then George
Washington and the signers of the
Declaration of Independence were also
traitors. Maury renounced his alle-
giance to the U.S.; Washington re-
nounced his allegiance to King George
III. Maury was neither a slave owner
nor a proponent of slavery. His views
of slavery were very similar to those
of Abraham Lincoln, who would have
accepted slavery to preserve the
Union, and whose views would un-
questionably be considered racist to-
day. Maury is honored by the Navy not
because he was a Confederate but be-
cause he was a great scientist with
long and distinguished service in the
U.S. Navy.

Rep. Garcia claims to read history.
Yet he never seems to have asked him-
self how he would have thought and
acted had he been in the shoes of the
men he condemns, and he attempts to
draw a wholly unhistorical and illu-
sory line between “traitors” and “true
heroes.” When the left comes for the
true heroes, as they already have, he
will discover that he has no principled
position from which to defend them.

JON JEWETT
Ashland, Va.

Abraham Lincoln’s hope was that
the nation be reunited by treating the
vanquished South “with malice to-
ward none, with charity for all.” In-
stead, the woke progressives’ rancor-
ous contempt for all things Southern
only serves to incite malice toward all
and charity for none, especially the

Confederate generals after whom 10
Army bases are named. Those bases
were built during the World Wars and
named in the spirit of Lincoln’s inten-
tion of binding up the nation’s
wounds by showing respect for South-
ern valor and sacrifice in the Civil
War, not to exonerate the South for
waging an insurrection to defend slav-
ery. Fair-minded Northerners recog-
nized that although the Southern
cause was tainted by rebellion and
slavery, its soldiers and commanders
merited esteem.

Justice Oliver Wendell Holmes Jr.,
who was twice wounded in battle and
supported abolition, wrote: “We be-
lieved that it was most desirable that
the North should win. We believed in
the principle that the Union is indis-
soluble. We, or many of us at least,
also believed that the conflict was in-
evitable and that slavery had lasted
long enough. But we equally believed
those who stood against us held just
as sacred convictions that were the
opposite of ours, and we respected
them, as any man with a heart must
respect those who give all for their
belief.” Tragically, the humanity of
Lincoln and Holmes has become a ca-
sualty of our hyperemotional political
times.

THOMAS L. PURVIS
Independence, Ky.

Perhaps, as a student of history,
Rep. Garcia should read President Lin-
coln’s Second Inaugural Address again
and think about the president’s mean-
ing.

STEPHEN WEEKS
Houston

LETTERS TO THE EDITOR

“And I’m telling you the curtains
always looked like that.”

THEWALL STREET JOURNAL

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

No Plot by Venezuela’s Interim Government
As Venezuela’s ambassador to the

U.S., I write regarding “Venezuelan
Opposition Politician Led Planning to
Topple Maduro” (World News, June
27) instead of Leopoldo López, coordi-
nator of the National Government
Center of the Interim Presidency of
Venezuela, because the Nicolás Ma-
duro regime continues to deny both
his freedom of speech and freedom of
movement. The article put him at even
greater risk. Less than one day after
the story was published, the regime
used it to attack and slander Mr. Ló-
pez and pressure the Spanish govern-
ment to hand him over to the dictator-
ship. This is not only a risk to Mr.
López but also to thousands of activ-
ists of the Voluntad Popular, one of
the foundational allies of the interim
government.

We want to reaffirm that no mem-
ber from Interim President Juan
Guaidó’s government is linked to or
participated in the false-flag operation
“Gideon,” including Leopoldo López. It
was an operation infiltrated by the

Maduro regime where innocent Vene-
zuelans were scammed to shock the
international community and divert
attention from the crippling, complex
humanitarian emergency generated by
the dictatorship in Venezuela.

It is no secret that we have been
working tirelessly to free the people of
Venezuela from the dictatorship that
oppresses our rights, pilfers our na-
tional resources, kidnaps our demo-
cratic institutions and tortures and
kills its political opponents. We re-
main resolute in our effort to disman-
tle the worst dictatorship that the re-
gion has ever suffered. We are fighting
for 9.3 million people who are starv-
ing; for 5.1 million people who have
fled the country; for more than 15,000
people who, like Leopoldo, have suf-
fered arbitrary detention and torture.
We are fighting for a country that de-
serves freedom and opportunity.

CARLOS VECCHIO
Ambassador of the Bolivarian

Republic of Venezuela
Washington

Cuomo’s Covid Response Was Never so Great
It’s hard to believe that anyone

would attempt to defend New York
Gov. Andrew Cuomo’s ill-fated March
25 directive on returning Covid-in-
fected patients to nursing homes (“On
the Whole, Cuomo’s Managed Covid
Well,” Letters, July 2). The excuse of-
fered by the letter writers and the
Cuomo administration is that “a deci-
sion was forced by the rapidly over-
whelming demand for hospital space
in New York for seriously ill patients.”
Then why were the emergency facili-
ties set up around New York City never
fully used? Did we fear that President
Trump, who spared no effort to mobi-
lize public and private resources,
might get some positive press?

The Javits Center was never fully
occupied and was shut down in early
May, as was the USNS Comfort. The
Samaritan’s Purse field hospital expe-
rienced a similar fate, accelerated by
resistance from local politicians who
couldn’t abide Franklin Graham’s sup-
port for traditional marriage, as if

this has anything to do with pan-
demic response.

It took until May 10 for Gov. Cuomo,
facing increasing scrutiny from even
his political allies, to reverse his dev-
astating order.

ROBERT L. SMIALEK
Dublin, Ohio

Scholars From Elementary
School Reunite in Print

Walter Russell Mead’s review of
William A. Darity Jr. and A. Kirsten
Mullen’s “From Here to Equality”
(Bookshelf, June 18) is filled with in-
teresting and important historical de-
tails. Here is one more: Walter Mead
and “Sandy” Darity were classmates
at Glenwood Elementary School in
Chapel Hill, N.C., during the early
1960s. Mr. Darity was the first Afri-
can-American to attend the formerly
all-white public school and often the
smartest student in class; Mr. Mead
was a budding intellectual, who ri-
valed Mr. Darity for the top grades.
After more than a half-century of suc-
cess and contributions from each of
them, it’s fun to see Walter and
Sandy’s lives intersect again.

PETER BARNES
Chapel Hill, N.C.

Pepper ...
And Salt

Massive Drug Advertising
Budgets, Prices and R&D

John Stanford’s argument that
“Price Controls Would Throttle Bio-
medical Innovation” (op-ed, July 2) is
a tired, old, specious argument de-
signed to scare the health-consuming
public. The R&D budget is actually
often smaller than the budget for
marketing—those annoying ads on
the nightly news which advise you to
tell your doctor if you have tubercu-
losis or cancer before she prescribes
you the product. We need to go back
to the days (mid ’90s) when advertis-
ing drugs directly to the public was
banned. The money saved could re-
duce the costs of drugs and increase
R&D. Of course, this wouldn’t be
good for Mr. Stanford, the venture
capitalist.

MICHAEL CUMMINGS, M.D.
New Smyrna Beach, Fla.

Religious Liberty Lives at the High Court

R eligiousAmericans sometimes fear that
intolerant secular progressiveswill soon
try to ruin them for holding traditional

views. They can take heart in a
pair of 7-2 rulingsWednesday
from the Supreme Court, in
which the Justices upheld con-
science protections for nuns
and parochial schools.

The issue in the first opin-
ion,OurLadyofGuadalupeSchool v.Morrissey-
Berru, was whether two teachers could sue for
discriminationafterCatholic schoolsdidn’t renew
their contracts. In2012 theCourt inHosanna-Ta-
bor said a fourth-grade teacher couldnot sueher
Lutheran school. Shewas coveredby a “ministe-
rial exception,” based on the First Amendment
right of churches to be free of governmentmed-
dling. That teacher had religious training and a
formal title as a commissioned minister.

How far does theministerial exception reach?
InGuadalupe, the two teachers at Catholic ele-
mentary schools prayed in class, instructed stu-
dents in doctrine, and took them toMass. They
had less-substantial religious training, however,
and no special titles.

“What matters, at bottom, is what an em-
ployee does,”wrote Justice Samuel Alito for the
majority. Focusing on clerical titles “would risk
privileging religious traditionswith formal orga-
nizational structures.” An amicus brief by Jew-
ish organizations, for example, said that “Juda-
ism has many ‘ministers.’” The same problem
applies with trying to use religious training as
a key distinction.

Theministerial exception is not subject to a
“rigid formula,” Justice Alito wrote, citingHo-
sanna-Tabor. The teachers here clearly “per-
formed vital religious duties,” and their schools
“expressly saw them as playing a vital part in
carrying out the mission of the church.”

Don’t forget the context. Lastmonth’s ruling
in Bostock v. Clayton County extended federal
antidiscrimination law to sexual orientation
and transgender status. A religious school in
progressive California might worry about be-
ing sued for dismissing a laymath teacher who
began living a proudly gay lifestyle in defiance

of the church’s teachings.
JusticeNeil Gorsuch’s opinion inBostockdis-

missed such concernswith a pat line about how
those “are questions for future
cases.” Therewill be a blizzard
of them, no doubt. It’s a hope-
ful sign for religious liberty
that even liberal Justices Ste-
phen Breyer and Elena Kagan
joined theGuadalupemajority

to expand the ministerial exception.
The second opinionWednesday, Little Sisters

of the Poor v. Pennsylvania, involved employers
who object to providing contraceptives under a
mandate fromObamaCare. The Little Sisters, an
order of Catholic nuns, have been fighting this
for years. The Trump Administration put forth
regulations in 2017 and 2018 to expand exemp-
tions for employerswith good-faith objections.
Pennsylvania andNewJersey sued, calling it an
abuse of discretion.

Not so,wrote Justice ClarenceThomas for the
Court’s five conservatives. TheAffordable Care
Act’s text doesn’tmention contraceptives here,
but rather empowers the executive branch tode-
cidewhat preventive health coverage ismanda-
tory. That “capacious grant of authority,” Justice
Thomaswrote, includes “the ability to identify
and create exemptions.”

This is a victory, but a narrowone. JusticeKa-
gan concurred in the judgment, joinedby Justice
Breyer. But as the case moves back to lower
courts, she wrote, the Trump Administration’s
opt outmight “prove arbitrary and capricious.”
That reads like an invitation to keep the Sisters
in court. Justices Alito and Gorsuch signed a
concurrence saying they also would have held
for the Sisters under theReligious FreedomRes-
torationAct,whichwould end their “legal odys-
sey.” But progressives today exhibit a growing
hostility to religion, and they are likely to pursue
the nuns to the end of the legal earth.

A President Biden would be under pressure
from the left to undo protections for religious
employers, so the fight could start anew in 2021.
Aquestion for JoeBiden:Howmuchdoyouwant
to forceCatholic nuns to violate their conscience
to appease the secular left?

In two 7-2 rulings, the
Supreme Court upholds
conscience protections.

Bonfire of the Liberals

America’s liberal intelligentsia thought
the election of Donald Trump meant
America would re-enact “1984,” but it’s

starting to look more like
“Homage to Catalonia,”
George Orwell’s account of the
left’s internecine savagery
during the Spanish Civil War.
Witness the spectacular on-
linemeltdown that followed a
liberal open letter opposing left-wing attacks
on free speech.

“A Letter on Justice and Open Debate,” pub-
lished Tuesday by Harper’s, opens with anti-
Trump throat-clearing. It then accurately de-
scribes the ferocious campaign of coerced
conformity sweeping America’s liberal institu-
tions as they purge dissent from the hard-left
line. “Editors are fired for running controversial
pieces; books are withdrawn for alleged inau-
thenticity; journalists are barred fromwriting
on certain topics; professors are investigated
for quoting works of literature in class,” says
the statement signed bymore than 150 writers
and academics.

The online left, which can’t decide whether
left-wing censorship is a myth invented by its
enemies or a necessary tactic for destroying
them, erupted at the betrayal. Jennifer Finney
Boylan, a frequent NewYork Times contributor
who had signed the letter, pleaded for forgive-
ness on Twitter. She had not realized that not
all the signatories were of the caliber of the so-
cialist intellectual Noam Chomsky, she wrote.
“The consequences,” she added, “are mine to
bear. I am so sorry.”

A Tufts University historian, Kerri
Greenidge, tweeted that she did “not endorse”
the counterrevolutionary document (without

denying having signed it) and asked that her
name be removed. Others may yet face conse-
quences. Matt Yglesias, a co-founder of themil-

lennial progressive website
Vox, was among the signato-
ries. One of his colleagues
wrote in an open letter to the
publication’s editors that be-
cause the Harper’s letter was
signed by “several prominent

anti-trans voices” Mr. Yglesias’s signature
“makes me feel less safe at Vox.”

TomWolfe couldn’t have devised amore pun-
gent satire ofmutual recriminations among lib-
eral elites. There is a significant layer of hypoc-
risy here;many free-speech liberals tolerate left-
wing mobs when their furies are aimed at
conservatives. But now that the purge of conser-
vatives fromAmerica’s flagship intellectual insti-
tutions is almost complete, new enemies are
needed, and it’s no surprise that the left is de-
scending into mutual back-stabbing.

Our hope is that the moderate elements can
fend off thewoke attack. Society benefits when
both its left and right coalitions accept basic
free-speech principles. Yet if the intolerance
turns out to be self-perpetuating and unstoppa-
ble,wehave ahumble suggestion for any remain-
ing signatories of the Harper’s letter: Consider
a political belief system that is not premised on
the transformation of society, that is built on the
sanctity of traditional rights, and that abhors the
certainty of revolutionary vanguards.

In the 1970s a handful of intellectuals, ap-
palled by the left’s viciousness and anti-Ameri-
canism, became neoconservatives and helped
usher in decades of better governance. Maybe
the conditions will soon be right for something
similar to happen again.

A defense of free speech
leads to recriminations

on the left.

How Not to Punish China

W ashington is mulling a variety of
ways to punish Beijing for violating
Hong Kong’s autonomy. But one new

idea should be off the table:
weaponizing the U.S. dollar to
undermine Hong Kong’s cur-
rency.

News reports Tuesday sug-
gested some Administration
officials are contemplating
cutting off Hong Kong banks’ access to U.S. dol-
lar funding. The aimwould be to undermine the
Hong Kong dollar, which since 1983 has been
fixed to the U.S. dollar at a rate of about 7.8
Hong Kong dollars to $1.

That peg is a currency board, which means
that every single Hong Kong dollar in circula-
tion is backed by around 13 cents held in a vault
at the Hong KongMonetary Authority. Tomain-
tain the system, the HKMA and banks must be
able to freely buy and sell U.S. dollars as de-
mand for Hong Kong dollars rises or falls. Un-
like mainland China’s currency, the yuan, Hong
Kong’s money is stable and freely convertible,
and has been the backbone of the territory’s
prosperity for decades.

That should be reason enough for the Trump
Administration to leave the Hong Kong dollar
alone. The victims of any disturbance to the
currency board would be the people of Hong
Kong, who are already suffering enough at Bei-

jing’s hands. The United Kingdom and other
countries recognize that one effective way to
push back against Beijing’s imposition of a dra-

conian security law is to allow
Hong Kongers to emigrate.
Washington can do its part by
avoiding a crippling deprecia-
tion of the Hong Kong dollar
that would wipe out emigres’
savings as they leave.

The bigger risk from such economic warfare
is to the U.S. Washington derives enormous in-
fluence from the free convertibility of the
greenback, which allows governments, institu-
tions and individuals to use the dollar as a
global reserve currency.

The dollar’s global reach is why financial
sanctions bite countries such as Iran and North
Korea on the relatively rare occasionsWashing-
ton does cut off access to dollars. That influence
also offers the Trump Administration better
ways to impose financial penalties on Beijing,
such as Magnitsky-style sanctions targeted at
individual officials involved in human-rights
abuses.

The more creatively Washington wants to
think about how to hold Beijing accountable,
the better. But the Administration should take
care to play to American strengths rather than
undermining them in the process. One of the
biggest strengths is a fully convertible dollar.

Weaponizing the dollar
to hurt Hong Kong
would backfire.
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The year began with a recov-
ery that belied every nega-
tive cliché about the Trump
tax cuts and regulatory re-
form. Tax cuts demagogued

as giveaways to the rich were creating
higher wages and bonuses for workers
and producing the lowest unemploy-
ment rates on record for blacks, His-
panics, single women, the disabled
and those with criminal records.
Wages at the bottom were growing
faster than at the top. The once-disap-
pearing middle class was prospering
and propagating again. According to
the United Nations, the birthrate in
the U.S. had started to rise for the
first time in the 21st century. In short,
the postwar prosperity that we feared
had been lost forever was coming
home to America.

By January the Congressional
Budget Office reported that the tax
cuts predicted to blow a hole in the
deficit had generated enough addi-
tional growth to add $7.4 trillion to
gross domestic product over the next
10 years, raising average annual per
capita income by $2,250. Over the
next decade, that increased growth
is projected to generate $700 billion
more in state and local taxes and an
additional $1.438 trillion of new fed-
eral revenue, offsetting the tax cut’s
projected 10-year cost of $1.456 tril-
lion. Gallup found that President
Trump’s economic approval rating
was 63% in January, an extraordi-

Voters’ Choice: Growth or Stagnation

nary number given the president’s
overall disapproval rating of 51%.

The best of times for America
were the worst of times for those
whose rallying cries of class warfare
increasingly rang hollow. When they
could no longer deny prosperity,
they claimed credit for it. President
Obama congratulated himself on
Twitter for his 2009 stimulus that
paved “the way for more than a de-
cade of economic growth.”

But facts are stubborn things. Un-
der Mr. Obama’s policies of tax,
spend and regulate, real per capita
income was up by only 5.6% and job
growth was up only 5% some nine
years after the start of the 2007-09
recession. Compare that with 21% in-
come growth and 18% job growth un-
der President Clinton nine years af-
ter the start of the 1990-91 recession,
or 24% income growth and 20% job
growth under President Reagan nine
years after the start of the 1981-82
recession. Real median weekly wages
have risen six times as much in three
years under Mr. Trump’s policies as
they did in eight years under Mr.
Obama’s policies. Labor-force partic-

ipation has risen by 1.1% under Mr.
Trump while it fell by an astounding
4.6% under Mr. Obama.

In the first three years of the
Trump administration, total employ-
ment was up 4.7% and real median
household income was up $4,384, to
an all-time high. Who benefited
most? The groups Democrats claim
to represent: blacks, Hispanics, sin-
gle women, Native Americans, high-
school dropouts, the disabled and
those with criminal records. Each of
those groups enjoyed the lowest un-
employment rates on record. Blacks
and Hispanics had the lowest inci-
dence of poverty ever recorded.

Then the pandemic and shutdown
hit. From the lowest unemployment
rate in 50 years, America suffered
the highest rate in 88 years. Joe Bi-
den claims Mr. Trump has “squan-
dered” the Obama-Biden recovery.
He blames banks and businesses, ig-
noring that the government ordered
the shutdown that crippled the
strong recovery. Mr. Biden wants “to
transform” the economy, beginning
with a repeal of Mr. Trump’s tax cuts
and deregulatory program.

Now, as Americans begin rebuild-
ing the economy after the destruc-
tion of the pandemic shutdown, the
principal question of the November
election is whether to return to the
policies that brought us growth or to
the policies that produced stagna-
tion. Given the strong economy dur-
ing the primaries, even Democratic
voters rejected a radical transforma-
tion of the economy.

But now Democratic leaders want
to use the economic destruction of
the pandemic shutdown as an oppor-
tunity to implement a leftist agenda,
with enormous new taxes, federal
control of the health-care system,
crippling energy mandates, a bailout
of profligate states and cities, and an
overpowering regulatory state. Mr.
Biden is the face of the Democratic
Party, but Elizabeth Warren, Bernie
Sanders and Alexandria Ocasio-Cor-
tez are its heart. Their proposals go
well beyond doubling down on a big-
government approach that didn’t
work; they are to the left of any gov-
erning socialist party in Europe.

The task of government in the
next four years will be to rebuild the
economy. The decision in November
is which road leads to American
prosperity. We tried a little socialism
12 years ago, and it produced stagna-
tion and a failed recovery. Can we
realistically expect that a lot more
socialism will work for us now?

Unlike most elections, we have
more than promises to inform us.
We have 12 years of accumulated
evidence on the performance of
these two competing visions. If
presidential elections are about re-
sults, let the guide be the biblical
admonition: “Ye shall know them by
their fruits.”

Mr. Gramm is a former chairman
of the Senate Banking Committee.
Mr. Solon is a partner of U.S. Policy
Metrics.

By Phil Gramm
And Mike Solon
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Before the shutdown, the
economywas booming.
Credit Trump’s policies,
notObama andBiden’s.

I Cited Their Study,
So They Disavowed It

T he Proceedings of the Na-
tional Academy of Sciences is
a peer-reviewed journal that

claims to publish “only the highest
quality scientific research.” Now,
the authors of a 2019 PNAS article
are disowning their research simply
because I cited it.

Psychologists Joseph Cesario of
Michigan State and David Johnson
of the University of Maryland ana-
lyzed 917 fatal police shootings of
civilians from 2015 to test whether
the race of the officer or the civilian
predicted fatal police shootings.
Neither did. Once “race specific
rates of violent crime” are taken
into account, the authors found,
there are no disparities among
those fatally shot by the police.
These findings accord with decades
of research showing that civilian be-
havior is the greatest influence on
police behavior.

In September 2019, I cited the ar-
ticle’s finding in congressional testi-
mony. I also referred to it in a City
Journal article, in which I noted
that two Princeton political scien-
tists, Dean Knox and Jonathan
Mummolo, had challenged the study
design. Messrs. Cesario and John-
son stood by their findings. Even
under the study design proposed by
Messrs. Knox and Mummolo, they
wrote, there is again “no significant
evidence of anti-black disparity in
the likelihood of being fatally shot
by the police.”

My June 3 Journal op-ed quoted
the PNAS article’s conclusion verba-
tim. It set off a firestorm at Michigan
State. The university’s Graduate Em-
ployees Union pressured the MSU
press office to apologize for the
“harm it caused” by mentioning my
article in a newsletter. The union tar-
geted physicist Steve Hsu, who had
approved funding for Mr. Cesario’s
research. MSU sacked Mr. Hsu from

his administrative position. PNAS ed-
itorialized that Messrs. Cesario and
Johnson had “poorly framed” their
article—the one that got through the
journal’s three levels of editorial and
peer review.

Mr. Cesario told this page that
Mr. Hsu’s dismissal could narrow
the “kinds of topics people can talk
about, or what kinds of conclusions
people can come to.” Now he and
Mr. Johnson have themselves jeop-
ardized the possibility of politically
neutral scholarship. On Monday
they retracted their paper. They say
they stand behind its conclusion
and statistical approach but com-
plain about its “misuse,” specifically
mentioning my op-eds.

The authors don’t say how I mis-
used their work. Instead, they attri-
bute to me a position I have never
taken: that the “probability of being
shot by police did not differ between
Black and White Americans.” To the
contrary, I have, like them, stressed
that racial disparities in policing re-
flect differences in violent crime
rates. The only thing wrong with
their article, and my citation of it, is
that its conclusion is unacceptable in
our current political climate.

This retraction bodes ill for the
development of knowledge. If scien-
tists must disavow their findings
because they challenge reigning or-
thodoxies, then those orthodoxies
will prevail even when they are
wrong. Political consensus will drive
scholarship, and not the reverse.
The consequences for the policing
debate are particularly dire. Re-
searchers will suppress any results
that contravene the narrative about
endemic police racism. That narra-
tive is now producing a shocking
rise in shootings in American cities.
The victims, including toddlers, are
almost exclusively black.

Ms. Mac Donald is a fellow at the
Manhattan Institute.

By Heather Mac Donald

OPINION

A Plan
To Avert a
‘Superbug’
Pandemic

By David A. Ricks
And Kasim Kutay

W e are commercial rivals, but
we’re united in the recogni-
tion that, while Covid-19

holds center stage today, another
potentially devastating pandemic is
looming, and a joint effort by bio-
pharmaceutical companies is needed
to address it. Antimicrobial resis-
tance is a growing health threat
that kills some 35,000 Americans
and 700,000 people globally each
year, with world-wide deaths pro-
jected at 10 million annually in 30
years.

Antibiotic-resistant “superbugs”
have evolved to resist antibiotic
medicines, leaving the world almost
as vulnerable as it was before the
discovery of penicillin. We rely on
the availability of effective antibiot-
ics to treat patients with conditions

ranging from root canals and cancer
to Covid-related infections—leaving
nearly every aspect of our health
system at risk. As insulin develop-
ers and manufacturers, we are par-
ticularly concerned for the 34.2 mil-
lion Americans with diabetes, who
are highly vulnerable to infections
that can be lethal without effective
antibiotics.

Unfortunately, few companies
produce antibiotics that fight super-
bugs. That must change, which is
why 20 leading pharmaceutical com-
panies have formed the $1 billion
AMR Action Fund to combat antimi-
crobial resistance by supporting the
development of new antibiotics.

Despite the threat of AMR, new
antibiotics are used sparingly to
slow the development of resistance.
While this makes sense for public
health, it doesn’t create a viable
marketplace. This leaves only a few
antibiotic candidates languishing in
the pipeline, while developers, con-
fronted with the high cost of drug
development, scramble for financing.
In recent years, several antibiotic-fo-
cused biotechs have declared bank-
ruptcy or exited the field.

What we urgently need now is
collective leadership, from both in-
dustry and governments, to solve
the antibiotic innovation challenge
and ensure that we have effective
medications.

In 2018 Novo Holdings launched
the Repair Impact Fund (an acro-
nym for Replenishing and Enabling
the Pipeline for Anti-Infective Resis-
tance) to invest $165 million in com-
panies involved in early-stage devel-
opment of therapies targeting
resistant micro-organisms. Similar
investments, including the $500
million CARB-X (Combating Antibi-
otic-Resistant Bacteria) initiative—
led by Boston University and funded
by the U.S. government and the
Wellcome Trust, among others—
have revitalized the early-stage
pipeline and created several promis-
ing approaches. But these efforts
face a lack of investors willing to
shoulder the high costs and risks of
the complex and expensive later
stages of development. Without
funding and partnership today, and
the prospect of some return tomor-
row, these products will wither on
the vine.

Recognizing this gap, the AMR
Action Fund was formed by nearly
two dozen leading pharma manufac-
turers and will support development
of the most promising antibiotics.
The fund has set an initial goal to
bring up to four new drugs to pa-
tients by 2030. The fund can’t solve
the challenge alone; success re-
quires that governments make the
necessary policy reforms to enable a
sustainable antibiotic pipeline and
marketplace.

Encouragingly, two bipartisan pol-
icy proposals have been introduced
in Congress. The Disarm Act of 2019
would increase federal reimburse-
ment for new antibiotics. The Pas-
teur Act of 2020 would give quali-
fied new antibiotic makers a
guaranteed reimbursement level.

Millions of lives could be at stake
without new antibiotics, and decades
of progress in modern medicine
could be squandered. The AMR Ac-
tion Fund buys time that we can’t af-
ford to waste on inaction. The pri-
vate sector is stepping up in an
unprecedented way. It is time for
policy makers to take the bold ac-
tions needed to prevent another
pandemic.

Mr. Ricks is chairman and CEO of
Eli Lilly & Co. Mr. Kutay is CEO of
Novo Holdings A/S.

Without new medications,
antibiotic-resistant germs
could kill 30 million a year
world-wide by 2050.
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Libya’s Foul Foretaste of the Post-American World
Does Libya show us
the future of world
politics?

U.S. engagement
there has been mini-
mal since a 2012 ter-
rorist attack killed
four Americans, in-
cluding the ambas-
sador, and trauma-
tized the Obama
administration. In

America’s absence, over half a dozen
powers are struggling to control
Libya’s future, carving up its terri-
tory, and subsidizing militias and
warlords as they compete for control
over its oil and gas. No end to the
war is in sight.

On one side Turkey and Qatar,
with some discreet Italian cheerlead-
ing, back the Tripoli-based warlords
and affiliated tribal leaders whom
the United Nations has anointed the
“legitimate” government of Libya,
the so-called Government of National
Accord, or GNA. On the side of the
challenger coalition of tribal leaders
and warlords stand France, Russia,
the United Arab Emirates and Egypt.
The latter coalition is led most visi-
bly by Khalifa Haftar, a rogue field
marshal who heads what he calls the
Libyan National Army.

No higher principles are at stake.
Neither side stands for anything
more noble than its own security and
power. The GNA isn’t fighting for
freedom, Islam, U.N. legitimacy or
any cause greater than its right to
make as much money as possible
selling hydrocarbons while taxing
the human traffickers and arms
smugglers operating in the country’s
chaos. The rebels want pretty much
the same thing.

In the most recent fighting, the
beleaguered GNA has been able to
beat back Mr. Haftar’s forces, driving
them from the outskirts of Tripoli
toward the central coastal city of
Sirte, which the government vows to
recapture. If Sirte falls, the GNA will
be poised to take control of economi-
cally valuable oil facilities, starving
the Haftar forces of the revenue they
need to carry on the war.

But Mr. Haftar’s patrons aren’t

taking their recent setback lying
down. Russia and Syria are sending
seasoned mercenaries from the Syr-
ian battlefields to defend the oil. De-
spite a U.N. arms embargo, both
sides continue to receive supplies.

It is hard to predict what will hap-
pen next, other than that the inno-
cent and the weak will suffer horrifi-
cally as the factions and their
sponsors roll the dice. But the im-
portance of this war is less about
who wins than what it reveals about
the state of the world.

The first point is that the U.N. is
increasingly losing its moral legiti-
macy and political relevance. That
France and Russia, both permanent
members of the Security Council, feel
no qualms about supporting the reb-
els against the U.N.-backed govern-
ment speaks volumes about the place
of international law in the world. The
2011 Western intervention in Libya
was intended to take international
law to new heights by enshrining the
“responsibility to protect” civilians
from mass atrocities. Instead, cynical
and lawless calculation is enshrined
as the new normal.

The war also reveals the West’s
growing divisions. Two North Atlan-
tic Treaty Organization allies (Tur-
key and Italy) back the GNA. Two
more, Greece and France, stand with
Mr. Haftar. A fifth, Britain, tilts to-
ward the Turks. This isn’t how
healthy alliances work.

Another casualty of the Libyan
war: any sense of a joint foreign pol-
icy from the European Union. Few
places in the world matter more to
Europe than its Mediterranean
neighborhood. But France, Greece
and Italy are pursuing their indepen-
dent courses in Libya as if the EU
didn’t exist. This isn’t what emerging
power blocs look like.

The war also underlines the weak-
ness of the Sunni Arab world and its
need for a strong relationship with
Israel. That the Emirates, Egypt and
Saudi Arabia can’t control political
developments in nearby Libya illus-
trates the depth of the Arab crisis.
These states also failed to steer the
course of the Syrian war or prevent
Lebanon’s collapse. They need allies
to balance both Turkey and Iran, and
as the U.S. withdraws, Israel is the
only real option they have.

All this—plus the growing evi-
dence that Vladimir Putin’s financial
and political troubles are growing in
the wake of the Covid pandemic and
the oil-price collapse—helps explain
the boldness of Turkey’s recent pol-
icy moves. Ankara has crossed the
EU by exploring for gas in waters
claimed by Cyprus. Its alliance with
Qatar puts it in direct opposition to
Saudi Arabia and its friends. Its sup-

port for Hamas angers Israel. Its
purchase of the Russian S-400 mis-
sile system infuriated the U.S. And
by threatening to turn Hagia Sophia
(one of the holiest sites in Eastern
Orthodoxy) back into a mosque,
President Recep Tayyip Erdogan is
picking a quarrel with Russia. Under
normal circumstances this would
look like a suicidal policy mix, espe-
cially for a country with a weak cur-
rency and other economic problems.
But Mr. Erdogan clearly thinks he
sees a Mediterranean power vacuum,
and he’s seizing the chance to fill it.

Finally, the Libyan war shows that
a “post-American” world, one in
which the U.S. retreats from its post-
World War II policy of global en-
gagement, is unlikely to be peaceful.
Zero-sum power games, weakening
institutions, cynical power grabs:
More of the world will start looking
like Libya and Syria.

Amid the chaos, the EU,
NATO and the Arab world
are all divided over which
warlords to support.

GLOBAL
VIEW
By Walter
Russell Mead
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ing plants, has become Mexico’s
bloodiest battlefield. It is where
the Jalisco cartel is fighting lo-
cal gangs to wrest control of a
$3 billion market in stolen gas-
oline. The rehabilitation-center
attack is under investigation.

The cartel has also become
the No. 1 target for the U.S.
Drug Enforcement Administra-
tion, which has put up a $10
million reward for information
leading to the capture of its
leader, Nemesio Oseguera, a
former Mexican municipal po-
lice officer who once served
time in a California prison for
dealing heroin. Mr. Oseguera
is believed to be hiding in the
mountains in southern Jalisco.

In its 2019 annual report, the
DEA said the cartel has distribu-
tion hubs in Los Angeles, New
York City, Chicago, Houston and
Atlanta. The U.S. Justice Depart-
ment considers it “the most
well-armed cartel in Mexico.”

For veterans of Latin Amer-
ica’s drug wars, the attacks on
Mexican security forces are an
unsettling reminder of the cam-
paign waged by cocaine kingpin
Pablo Escobar against the Co-
lombian state in the late 1980s.

Others think the Jalisco car-
tel is still a long way off from

tics. Mexican soldiers have
seized makeshift factories in
Jalisco’s mountains where car-
tel members assemble their
own assault rifles, a former
state police chief said.

Some security analysts be-
lieve the cartel is responding to
recent blows it has suffered on
both sides of the U.S.-Mexico
border. Some of those blows
have been deeply personal. In
February, Ruben Oseguera, the
30-year-old son and heir ap-
parent of the cartel leader, was
extradited to the U.S. to face
drug charges in Washington.
The younger Oseguera had
been fighting extradition since
his arrest in 2015. But extradi-
tions by Mexico to the U.S.
have soared this year after U.S.
Attorney General William Barr
made them a priority in talks
with top Mexicans officials.

In June, a federal judge and
his wife were shot and killed
in Colima state, which neigh-
bors Jalisco. The judge played
a role in one of the cases
against the younger Oseguera.

Ruben Oseguera has said he
is innocent of all charges
against him.

In June, Mexico’s Finance
Ministry said it had frozen

targeted attacks on civilians as
a tool to force the government
to back off. “We are still deal-
ing with criminals who want to
make money and not narco-
terrorists who want to impose
a political agenda,” said
Manelich Castilla, the former
head of Mexico’s federal police.

What is clear, however, is
that the cartel is growing

more bold.
The CJNG, as it is known for

its initials in Spanish, now oper-
ates in 27 of Mexico’s 32 states,
up from 16 states in 2015, ac-
cording to a recent Mexican in-
telligence report. While rival
cartels have been weakened by
internal conflicts, the Jalisco
cartel has kept a broadly uni-
fied leadership, a Mexican intel-
ligence official said.

The gang is known for its
paramilitary training and tac-

27
The Jalisco cartel operates in
most ofMexico’s 32 states

WORLDWATCH

RUSSIA

Company Refuses
To Pay for Arctic Spill

The Russian mining company
that saw a massive fuel leak at
one of its Arctic installations in
May is refusing to pay some $2
billion in damages sought by the
Russian government to cover
the cleanup, and has questioned
how the figure was calculated.

At least 20,000 tons of fuel
seeped from a holding tank at a
power plant run by a subsidiary
of Norilsk Nickel, or Nornickel,
contaminating a swath of land
and several ecologically impor-
tant bodies of water in what the
Russian branch of environmental
group Greenpeace called the
worst spill the Arctic had seen.

Nornickel said it would pay
for the cleanup itself and work
with the state’s environmental
watchdog, other federal bodies
and independent experts “to
completely restore the ecosys-
tem of the accident area.”

Nornickel has also suggested
the disaster was caused by melt-
ing permafrost, echoing environ-
mentalists and scientists who say
global warming might pose a
threat to other oil and gas installa-
tions across the region of Siberia.

—Ann M. Simmons

SERBIA

President Backtracks
On Pandemic Curfew

Police fired tear gas at pro-
testers in Serbia’s capital during
a second day of demonstrations
against the president’s handling
of the coronavirus outbreak.

President Aleksandar Vucic

backtracked on his plans to rein-
state a lockdown in Belgrade,
but it didn’t stop people from
firing flares and throwing stones
while trying to storm the parlia-
ment building. Several people
were injured during the chaotic
clashes in front of the parlia-
ment on Wednesday, including
some of the opposition leaders.

—Associated Press

IVORY COAST

Presidential Nominee
Of Ruling Party Dies

Prime Minister Amadou Gon
Coulibaly, the presidential candi-
date of Ivory Coast’s ruling party,
died Wednesday just days after
returning from two months of
medical treatment in France,
where he previously had under-
gone a heart transplant.

Mr. Coulibaly’s death throws
the October presidential election
into disarray, raising concerns
about who now will represent
the party of President Alassane
Ouattara, who is required to step
down after his second term.

Mr. Coulibaly, 61 years old,
hadn’t spoken publicly about
why he went to France back in
May. Many speculated that his
health problems were related to
his 2012 heart transplant.

Mr. Ouattara’s party has been
in power since postelection vio-
lence a decade ago left some
3,000 people dead after then-
President Laurent Gbagbo re-
fused to acknowledge his defeat
in a runoff vote.

Mr. Coulibaly returned home six
days ago. He attended a ministe-
rial meeting in Abidjan Wednes-
day, but fell ill, officials said.

—Associated Press

WASHINGTON—Presidents
Trump and Andrés Manuel Ló-
pez Obrador of Mexico stood
together at the White House
on Wednesday to proclaim
their friendship and pledged to
work together on migration,
trade and efforts to counter
drug trafficking.

“You have not treated us as
a colony but as an independent
nation,” said Mr. López Obra-
dor, standing with Mr. Trump
in the Rose Garden. “That’s
why I’m here, to express to the
American people that your
president has treated us with
kindness and respect.”

Mr. Trump, who came into
office complaining about drugs
and illegal immigration from
Mexico, praised the nation.
“The relationship between the
United States and Mexico has
never been closer than it is
right now,” Mr. Trump said.

The two were officially cele-
brating the new U.S.-Mexico-
Canada Agreement, which
came into force July 1 and re-
places the 1994 North Ameri-
can Free Trade Agreement, or
Nafta, which Mr. Trump had
criticized as being bad for
American workers.

U.S. goods and services
trade with Mexico totaled an
estimated $671.1 billion in
2018, according to the Office
of the U.S. Trade Representa-
tive. The two presidents also
signed a declaration pledging
cooperation on security, their
economies and fighting the
coronavirus.

Canadian Prime Minister
Justin Trudeau, whose country
is part of the trade agree-
ment, didn’t attend the meet-
ing over concerns of travel
during the pandemic, officials
said.

While many analysts since
Mr. López Obrador’s election
in 2018 expected a turbulent
relationship between the two,
given Mr. Trump’s remarks
about migrants and his plans
to build a wall along the U.S.-
Mexico border, both leaders
have collaborated closely.

Mr. López Obrador’s gov-
ernment has worked to stem
the flow of migrants toward
the U.S. border, helping Mr.
Trump to achieve one of his
key campaign promises, and
supported the renegotiation of
the trade pact. Mr. Trump, in
turn, backed Mexico amid the
coronavirus pandemic by
sending it hundreds of ventila-
tors and taking on part of the
oil production cut that Mexico
should have implemented as
part of a global deal in April
to shore up oil prices.

White House officials say
illegal migration is down con-
siderably and that drug sei-
zures have totaled more than
$1 billion—factors the officials
say contribute to the stronger
relationship.

BY GORDON LUBOLD
AND JUAN MONTES

Leaders
Pledge to
Cooperate
On Trade,
Migration

WORLD NEWS

nearly 2,000 bank accounts
linked to the Jalisco cartel. In
March, the U.S. said it had ar-
rested more than 600 people
and handed down some 350
indictments.

“I feel that the Jalisco car-
tel is on a crusade of ven-
geance for the injuries they
feel they have suffered,” said
Eduardo Guerrero, a Mexican
security analyst. “We are at
the beginning of a wave of
massacres and assassinations
of police and judicial officials.
It’s part of a strategy to show
strength to the government.”

Calls to Mexico’s public se-
curity ministry seeking com-
ment weren’t returned.

The assassination attempt
on the life of Mexico City’s po-
lice chief, who commands a
force of some 90,000 officers,
represents an unprecedented
challenge, some analysts say.

Mr. García Harfuch’s depart-
ment netted major arrests in
recent months of leaders of two
warring Mexico City mafias,
one of which is allied with the
Jalisco cartel. But a top Mexico
City official said the attack may
have been a personal vendetta.
Mr. García Harfuch was the
head of the intelligence division
of the federal police when Mr.
Oseguera’s son was arrested in
2015, the official said.

The cartel’s growing asser-
tiveness presents Mexican Pres-
ident Andrés Manuel López Ob-
rador with a dilemma. The
president took office in 2018
with the promise he would do
away with Mexico’s spiraling vi-
olence by attacking poverty. So
far, violence has risen further,
and Mexico posted a record
number of homicides in 2019.

“López Obrador is in a co-
nundrum,” said Falko Ernst, a
security analyst with non-
profit International Crisis
Group. “If he acts boldly, he
would be undermining his own
rhetoric. If he doesn’t act, the
cartels would see it as a mes-
sage of impunity.”

MEXICO CITY—In late June,
more than two dozen gunmen
mounted a predawn ambush,
shooting at Mexico City’s po-
lice chief as his convoy drove
down leafy, iconic Reforma Av-
enue and shattering the calm
of the capital’s most elegant
neighborhood.

Using Barrett semiautomatic
rifles, the assailants riddled
Omar García Harfuch’s armored
Suburban with more than 400
rounds. The police chief, hit
three times, survived, even
managing to send a few tweets
from his hospital bed after
emergency surgery to make
sure everyone knew whom he
blamed for the attack: The Ja-
lisco New Generation Cartel, a
group U.S. counterdrug offi-
cials consider the biggest crim-
inal drug threat to the U.S.

The cartel, which dominates
the trade in fentanyl and meth-
amphetamines, has become
Mexico’s most powerful crimi-
nal organization. More than any
rival gang, the Jalisco cartel has
made it a hallmark to attack
Mexican security forces and
public servants directly, making
it the biggest danger to the
country’s stability, former and
current security officials say.

The organized-crime group
has killed more than 100 pub-
lic servants in Jalisco state, in-
cluding federal, state and local
policemen, soldiers, mayors,
council members, a state tour-
ism minister and a federal
lawmaker, state officials said.
In June, it killed a federal
judge and his wife. Now, some
analysts worry the attack on
the capital’s police chief shows
it is launching a wider cam-
paign of retribution.

“These people have the fire-
power and the money to chal-
lenge the Mexican state,” said
Renato Sales, Mexico’s secu-
rity commissioner from 2015
to 2018. “The Jalisco New
Generation Cartel is the most
urgent threat to Mexico’s na-
tional security.”

Mexican authorities said in-
tercepted telephone calls show
the cartel in recent weeks has
drawn up a target list of top
government officials. One of
them, officials say, was Mr.
García Harfuch, the Mexico City
police chief. Another was En-
rique Alfaro, the governor of Ja-
lisco, whose capital Guadalajara
is Mexico’s second-largest city.

“This is an example of the
challenge the Mexican state is
being confronted with,” Mr.
Alfaro said in a radio inter-
view last week, after disclos-
ing that federal officials had
warned him his name was on
the hit list. “What we are see-
ing is a threat to institutions.”

Last week, gunmen burst
into a drug-rehabilitation cen-
ter in the city of Irapuato, in
the central Mexican state of
Guanajuato, and killed 28 peo-
ple. Guanajuato, home to thou-
sands of American retirees, as
well as major auto-manufactur-

BY JUAN MONTES
AND JOSÉ DE CÓRDOBA

Cartel Becomes TopMexico Threat
Attempted killing of
capital’s police chief
marks brutal escalation
by Jalisco drug group

Gunmen killed 28 people at a drug rehabilitation center in Jalisco state last week. Below, federal officers come under fire in Jalisco.
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of attacks across the Middle
East, including on U.S. troops
and interests. The U.S. desig-
nated him a terrorist in 2005.

After the U.S. on Jan. 3
struck Gen. Soleimani’s convoy
in Baghdad with a drone, kill-
ing him and several others,
White House officials said
they had acted in self-defense.

“Soleimani was plotting im-
minent and sinister attacks on
American diplomats and mili-
tary personnel, but we caught
him in the act and terminated
him,” President Trump said on
Jan. 3. However, in a letter sub-
mitted to the U.N. Security
Council on Jan. 8, which
formed the basis for the U.N. in
determining the legality of the
strike, the U.S. didn’t mention
any imminent threat and
pointed solely to past incidents,
Ms. Callamard’s report said.

The definition of self-de-
fense used by the U.S. to jus-
tify the drone strike against
the general was in “complete
contradiction” with interna-
tional jurisprudence, she said.

A spokeswoman for the U.S.
State Department said the re-
port undermined human rights
by “giving a pass to terrorists.”

A top United Nations inves-
tigator condemned the U.S.
killing of Iranian Maj. Gen.
Qassem Soleimani in January
as unlawful, saying Washington
failed to provide sufficient evi-
dence that he posed an imme-
diate threat to American inter-
ests to justify the drone strike.

Agnes Callamard, the U.N.’s
special rapporteur on extrajudi-
cial, summary or arbitrary exe-
cutions, also deemed illegal
Iran’s retaliatory missile strikes
five days later, which targeted a
base in Iraq housing U.S. troops.

“To the extent that evidence
points to the U.S. and Iranian
strikes being retaliations or
reprisals, each would be un-
lawful,” the U.N. rapporteur
said in a report focusing on
the use of armed drones, and
in particular the killing of Gen.
Soleimani, that she is set to
present Thursday in Geneva, a
copy of which was seen by The
Wall Street Journal.

As head of a clandestine
wing of Iran’s Islamic Revolu-
tionary Guard Corps responsible
for military operations abroad,
Gen. Soleimani ordered dozens

BY SUNE ENGEL RASMUSSEN

U.N. Official Calls U.S.,
Iran Strikes Unlawful

Protesters opposed to a weekend curfew to combat a coronavirus
resurgence protested Wednesday in Serbia’s capital Belgrade.
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with costly, hard-to-manage
chronic conditions. Both chains
are seeking new ways to coun-
ter smaller revenue from pre-
scription drugs, which drive the
bulk of their sales. They also
are battling online rivals such
as Amazon.com that have
drawn shoppers away from
physical stores.

Insurers and hospitals,
meanwhile, have been expand-
ing their clinics or buying up
physicians’ practices, making
more primary-care doctors em-
ployees of larger companies.
For example, UnitedHealth
Group Inc. has acquired a net-
work of doctor practices, sur-
gery centers and urgent-care
clinics.

“We heard from patients
that they trust their local doc-
tor and they don’t like chang-
ing their doctor,” said Alexan-

der Gourlay, Walgreens co-chief
operating officer. “It became
clear that you have to have a
primary care doctor as part of
the model both physically and
digitally.”

Drugstores and doctors’
practices have been hurt by
people staying home during the
coronavirus pandemic. Patients
are putting off visits to their
health-care providers for fear
of catching the virus during
visits. Walgreens is part of a
coalition behind an ad cam-
paign to encourage people to
return to their medical provid-
ers as the pandemic continues.

Walgreens in April said store
sales had begun to fall sharply
following an initial surge in de-
mand in March as Americans
rushed to stock up in the pan-
demic’s early days. The com-

PleaseturntopageB2

Walgreens Boots Alliance
Inc., hit by slowing profits from
prescription drugs, will attach
doctors’ offices to hundreds of
drugstores as the pharmacy
chain seeks to remodel itself as
a health-care provider.

The largest U.S. drugstore
chain by stores is pairing with
primary-care provider Vil-
lageMD to open 500 to 700
clinics at Walgreens sites
across the country over the
next five years. Walgreens will
pay VillageMD $1 billion in eq-
uity and debt over the next
three years in exchange for a
30% stake in the Chicago-based
startup by the end of that term.

Walgreens and rival CVS
Health Corp. are in a race to
become go-to treatment cen-
ters, particularly for patients

BY SHARON TERLEP

Walgreens Stores Will Add
Hundreds of Doctor Offices

BUSINESS
Bayer’s Roundup
settlement
heads back to
negotiations. B3

COMMODITIES
Gold ETF inflows

hit record
as bullion rally
continues. B11
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also calls Facebook’s efforts in-
adequate.

“Unfortunately, in our view
Facebook’s approach to civil
rights remains too reactive and
piecemeal,” said the report, re-
leased the day after Facebook
Chief Executive Mark Zucker-
berg met with civil-rights ad-
vocates who have organized an
advertiser boycott of the plat-
form.

“Many in the civil rights
community have become dis-
heartened, frustrated and an-
gry after years of engagement
where they implored the com-
pany to do more to advance
equality and fight discrimina-
tion, while also safeguarding
free expression,” the report
said.

PleaseturntopageB4

Facebook Inc. and its de-
tractors tried to win over ad-
vertisers Wednesday, after a
company-commissioned audit
found continued problems with
how the social media company
polices hate speech and other
problematic content on its
platform.

The auditors’ report, by
civil-rights attorney Laura
Murphy and a team from law
firm Relman Colfax PLLC,
praises the social-media com-
pany for undertaking a self-ex-
amination and making some
meaningful changes, including
instituting rules against voter
suppression and creating a
team to study algorithmic bias.
But the 100-page document

BY JEFF HORWITZ

Audit Assails
Facebook
On Content

The Justice Department is
examining whether scandal-
plagued German payment
company Wirecard AG played
a critical role in an alleged
$100 million bank-fraud con-
spiracy connected to an online
marijuana marketplace, ac-
cording to people familiar
with the investigation.

Two businessmen have al-
ready been charged in the al-
leged fraud, accused of con-
spiring with third-party
payment processors and oth-
ers to trick U.S. banks into ap-
proving credit-card payments
for marijuana products. The
men were able to do this,
prosecutors said, by using
phony companies with ac-
counts at offshore merchant
banks that in turn earned

By Rebecca Davis
O’Brien, Juliet Chung

and Patricia
Kowsmann

steep fees off the transactions.
The Manhattan U.S. Attor-

ney’s office and the New York
field office of the Federal Bu-
reau of Investigation are ex-
amining whether Wirecard
played a role in the alleged
conspiracy by serving as both
a payment processor and an
offshore merchant bank, the
people said. The authorities
also are considering the possi-
ble role of several former or
current top Wirecard execu-
tives, two of the people said.

The attention from U.S. au-
thorities adds to the myriad
legal woes facing Wirecard,
which was once more valuable
than any German bank, includ-
ing Deutsche Bank AG. The
company has rapidly unrav-
eled following revelations last
month that more than $2 bil-
lion it had claimed to have
may never have existed.

The company hasn’t been
charged in the U.S. bank-fraud

PleaseturntopageB2

Wirecard Probed
As Part of Separate
Bank-Fraud Case

INSIDE

KKR & Co. agreed to buy
the retirement and life-insur-
ance company Global Atlantic
Financial Group Ltd. for more
than $4.4 billion, in a deal that
would boost the private-equity
firm’s assets under manage-
ment by more than one-third
and help it dig deeper into a
market rivals have been min-
ing aggressively.

KKR, which already man-
ages $26 billion in assets on
behalf of insurance companies,
plans to take over management
of roughly $70 billion of Global
Atlantic’s assets. KKR’s total
assets under management
would climb to $279 billion
from $207 billion as of March
31, with the percentage of the
firm’s assets that are deemed
permanent capital—money
that is particularly prized by
private-equity firms because it
doesn’t need to be regularly
replenished—rising to 33%
from 9%.

In buying a large chunk of
insurance assets, KKR is fol-
lowing the path of rivals
Apollo Global Management
Inc. and Blackstone Group Inc.
When the firms take over man-
agement of the assets, they
help insurers in their aim to
earn more money than they
have to pay out to policyhold-
ers, a task that has become
more difficult in an era of low
interest rates.

Estimates put the assets of
PleaseturntopageB10

BY MIRIAM GOTTFRIED
AND DAVE SEBASTIAN

KKR Buys
Insurer to
Build Up
Asset Pool

Discounters like Southwest, Ryanair,Wizz and easyJet have returned capacity
quicker than legacy airlines.

U.S. airline capacity by number of seats,
inmillions

Source: OAG
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While the global aviation in-
dustry isn’t forecasting a return
to 2019 demand until 2023, Mr.
Váradi predicts his airline by
then will be 50% bigger than it
was before the crisis.

In the U.S., low-cost Alle-
giant Travel Co., which mostly
flies from smaller cities to
sunny vacation destinations,
said it could snap up jets at
bargain prices as bigger rivals
retrench and sell aircraft.

“Our phone rings daily with
deals,” Allegiant CEO Maurice
Gallagher Jr. wrote in a letter
to shareholders late last month.
“I expect we will thrive in this
changed environment.”

In times of crisis, low-cost
discount carriers often benefit,
while the bigger, network carri-
ers—with typically fatter or-

ganizations and higher costs—
are forced to retrench. That is
happening again, but on ste-
roids, both because of the scale
of today’s crisis and the un-
usual way demand for tickets is
starting to return as lockdowns
loosen.

Business travel, a cash cow
for the world’s biggest, full-ser-
vice carriers, is showing no
signs of resuming any time
soon. Companies and execu-
tives, at least for now, have
learned to do without.

“Business travelers, who
provide the bulk of our reve-
nue, have not yet returned in
significant numbers,” Delta Air
Lines Inc. wrote in a letter to
employees last week.

International travel, another
strong suit for the legacy carri-

ers, is also at a standstill,
thanks largely to conflicting
travel restrictions around the
world designed to keep the
pandemic in check across bor-
ders.

As economies emerge from
their pandemic-induced deep
freeze, though, some leisure
travel is returning. That is
partly because of pent-up de-
mand among fliers eager to get
away again. Many people who
managed to keep their jobs, but
didn’t have anything to spend
money on during lockdowns,
find themselves with more dis-
posable income.

That is benefiting some low-
cost carriers, who tend to cater
to the leisure-travel market.
Budget carriers, with their

PleaseturntopageB2

For many of the world’s big
airlines, the coronavirus pan-
demic is an existential threat.
For Wizz Air Holdings PLC, a
European budget carrier, it is
an opportunity.

On a map behind his desk,
founder and Chief Executive
József Váradi has marked with
red pins airports across the
Continent that he is targeting
for expansion. Since the pan-
demic started grounding
flights, the Budapest-based air-
line has announced plans to
open eight new bases, including
in Milan and Dortmund, Ger-
many, in the next eight weeks.
That is expected to amount to
100 new routes.

BY BENJAMIN KATZ
AND ALISON SIDER

As World’s Big Airlines Retrench,
Some Carriers Detect an Opening

A federal judge dismissed a
General Motors Co. lawsuit
accusing Fiat Chrysler Auto-
mobiles NV of bribing union
officials to gain an advantage
on its labor costs, in an un-
usual legal standoff between
rival automotive giants.

GM in November filed a
civil-racketeering lawsuit
against Fiat Chrysler, claiming
the Italian-American auto
maker intentionally hurt GM by
paying off United Auto Workers
leaders to win more-favorable
contract terms for union-repre-
sented factory workers.

On Wednesday, U.S. District
Judge Paul Borman said GM

failed to show it was the pri-
mary victim of any alleged
racketeering activity that Fiat
Chrysler officials might have
engaged in.

Instead, the alleged primary
victims were rank-and-file UAW
workers, who would have re-
ceived lower pay from any at-
tempt by Fiat Chrysler to lower
labor costs, the judge con-
cluded. “GM suffered only indi-
rect competitive harm,” he said.

GM said it plans to continue
pursuing the case and believes
there is evidence to show that
Fiat Chrysler employees en-
gaged in racketeering that
harmed GM. “The district
court’s opinion is contrary to

PleaseturntopageB6

BY MIKE COLIAS

GM Suffers Setback
In Fiat Chrysler Suit

� Allstate acquires rival insurer
for $4 billion ............................ B11

ViacomCBS to Show Champions League Soccer

ViacomCBS landed the U.S. rights to show soccer matches from the UEFA Champions League, a
deal that adds a popular live-sports property to its CBS All Access streaming service. B4
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matter and hasn’t been identi-
fied in any public court filings.
When one of the two business-
men—a German e-commerce
consultant—was arrested and
detained in California in
March, a Wirecard executive
offered to help post his bail,
court filings show.

A Wirecard spokeswoman
declined to comment.

Wirecard, once a fast-grow-
ing German fintech company
that appeared to thrive with
the rise of online commerce,
served as a financial middle-
man for online businesses, in-
cluding processing electronic
payments for retailers, gam-
bling sites, travel companies
and other services.

But Wirecard has long been
dogged by allegations from in-
vestors that the company used
third parties and shell compa-
nies to generate fake revenue,
or claimed to hold cash that
wasn’t there. The company
filed for the German equiva-
lent of bankruptcy last month,
days after it disclosed the
missing $2 billion.

Its chief executive, Markus
Braun, resigned last month
and is out on bail after being
arrested over accusations he
inflated Wirecard’s numbers.
Mr. Braun has consistently de-
nied wrongdoing. His lawyer
didn’t respond to a request for
comment. A second, unnamed
executive was arrested in Mu-
nich this week under suspicion
of conspiracy to commit fraud.

Munich prosecutors said
they are investigating former
managers to determine
whether they faked income to
fool investors about the com-
pany’s health.

The U.S. case appears to re-
late to Wirecard’s work in
emerging markets, its banking
arm and its payment process-
ing services. U.S. authorities’
interest in Wirecard indicates
an investigation of far larger
scope than suggested in the
initial charges involving the
marijuana marketplace.

On March 9, Ruben
Weigand, a 38-year-old Ger-
man citizen and resident of
Luxembourg, was arrested at
Los Angeles International Air-
port on his way to Costa Rica.
His co-defendant, Hamid
“Ray” Akhavan, was arrested
later that month. Both were
charged with one count of
conspiracy to commit bank
fraud in connection with the
marijuana transactions and
have pleaded not guilty.

Lawyers for Messrs. Akha-
van and Weigand have de-
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scribed the government’s in-
dictment as vague and have
disputed the bank-fraud
charge, saying none of the U.S.
customer banks—the alleged
victims in the case—were
cheated or lost money. They
also noted that the underlying
marijuana transactions were
legal under state law.

Prosecutors allege that
Messrs. Weigand and Akhavan
worked with executives at the
marijuana marketplace—Eaze
Technologies Inc.—and third-
party payment processors to
launder those transactions, to
evade credit-card company re-
strictions on processing mari-
juana sales. In an April court
filing, prosecutors said the
conspirators used the phony
merchants’ offshore bank ac-
counts to disguise payments,
tricking U.S. banks into pro-
cessing tens of millions of dol-
lars in marijuana purchases
made through Eaze’s platform.

In a search-warrant applica-
tion for Mr. Weigand’s elec-
tronic devices, an FBI agent
said the government was seek-
ing evidence of charges includ-
ing bank fraud, money laun-
dering and conspiracy.

“We are aware of this mat-
ter and are fully cooperating
with the relevant authorities,”
California-based Eaze said last
week. Eaze wasn’t named in
the indictment and hasn’t
been charged.

Wirecard wasn’t named in
the indictment or in any public
court filings. The people famil-
iar with the investigation said
Wirecard executives worked
with Messrs. Akhavan and
Weigand to create a payment
processing network that au-
thorities say skirted banking
rules and defrauded U.S. banks.

Mr. Weigand has been held
at a Southern California jail
since his arrest. Manhattan
federal prosecutors have ar-
gued for his continued deten-
tion, saying he poses a sub-
stantial flight risk.

In an April letter to U.S.
District Judge Jed S. Rakoff
seeking their client’s release,
Mr. Weigand’s lawyers pro-
posed a bail package including
a $4 million bond, secured by
Mr. Weigand’s Luxembourg
home, and $1 million in cash
provided by Mr. Weigand’s
friends. One of those friends,
Markus Fuchs, offered to con-
tribute $150,000 toward the
cash package, according to the
court filings. Mr. Fuchs is vice
president of global sales at
Wirecard Global Sales GmbH,
based in Munich, according to
his LinkedIn account. He was
also named as a director of
Wirecard’s holding company in
the U.K. in a September bond
prospectus.

Mr. Fuchs also wrote a letter
of support for Mr. Weigand, de-
scribing him as one of his clos-
est friends.

Mr. Fuchs didn’t respond to
requests for comment.

Wirecard
Probed in
Fraud Case

as a result.
And discounters that en-

tered the pandemic crisis in a
weak position have been buf-
feted. Malaysia’s AirAsia
Group, one of the biggest dis-
count carriers in Asia, dis-
closed Tuesday that its ac-
countant had significant doubt
over its ability to continue as
a going concern, citing its bal-
ance sheet.

An AirAsia representative
wasn’t available to comment.

For now, though, some car-
riers are moving to take ad-
vantage. After early stay-at-
home orders expired in May,
Southwest Airlines Co., Amer-
ica’s biggest domestic airline,
launched a fare sale and a
marketing push to get passen-
gers back in its planes. It is
planning to fly at least 65% of
its schedule in July, up from

about 50% in June, and ex-
pects to steadily ramp up
through the remainder of the
year.

Andrew Watterson, chief
revenue officer at Southwest,
said in June that the airline
has added flights, believing
that some customers were
itching to get out and had
money to burn after months of
forced savings. The airline de-
clined to comment on any
fresh trends in the wake of vi-
rus resurgence in places such
as Texas.

Wizz Air’s Mr. Váradi pre-
dicts many of his one-time ri-
vals won’t return to the skies.

“It’s one thing to stop the
operation of an airline, it’s an-
other to restart,” he said. “We
will see who can fly again and
for how long they can sustain
it.”

In addition to its new bases,
Wizz Air has doubled the
number of aircraft it plans to
operate under a new subsid-
iary in Abu Dhabi where the
incumbent, Etihad Airways, is
pulling back.

Irving said. “We’ve seen mar-
ket exits, and we’re seeing air-
lines cut capacity.”

The industry, even for dis-
counters, is still vulnerable. A
surge of new cases in many
parts of the U.S., where air-
lines had been banking on a
travel rebound, has already
threatened to derail any na-
scent recovery.

United Airlines Holdings
Inc. told employees Monday
that reservations started to
slide at its Newark, N.J., hub
when New York, New Jersey
and Connecticut imposed
quarantine requirements on
travelers from hot spots last
month. Frontier Airlines, a
U.S. discounter, told employ-
ees this week that its bookings
have taken a hit, and that it is
evaluating what schedule re-
ductions it will need to make

cater to the leisure-travel mar-
ket. Budget carriers, with their
lower cost structures, can of-
ten move more quickly into
markets from which others are
retrenching, said Alex Irving, a
London-based analyst at Bern-
stein. The crisis is also an op-
portunity for discounters to
renegotiate with suppliers, in-
cluding airports and aircraft
lessors. “It’s really about being
able to capitalize on those
strategic opportunities,” Mr.

ContinuedfrompageB1

Smaller
Carriers See
An Opening

products as more patients visit
the stores. The company also
aims to make money off its 30%
stake in VillageMD.

Walmart Inc., the country’s
biggest retailer and a major
pharmacy operator, is also add-
ing medical services. The com-
pany has opened a handful of
clinics with doctors and den-
tists that offer flat-fee primary
care, such as $25 dental X-rays
and $40 office visits. The com-
pany plans to expand the clin-
ics broadly across Walmart’s
4,700 U.S. stores, said Sean
Slovenski, president of Walmart
U.S. health and wellness, in an
interview.

“The intent is to spread
across the majority of the fleet,
but the clinics won’t be the
same across the entire fleet,”
he said last October, soon after
the first new clinic opened in
Georgia. The first locations
were stand-alone clinics next to
Walmart supercenters. Newer
versions are inside existing
stores.

Critics, including some in-
dustry analysts, health-care ex-
perts and physician groups, ar-
gue that Americans aren’t
ready to accept their local
drugstore as a trusted health
provider. Some also say the
depth and complexity involved
in successfully treating chronic
conditions can’t be addressed
by pharmacy chains.

Health-care industry lines
are being redrawn and provid-
ers are under pressure to re-
vamp themselves. A high-profile
health venture backed by Ama-
zon, JP Morgan Chase & Co.
and Berkshire Hathaway Inc.
has shown little to the public
three years after it was an-
nounced. The venture’s chief ex-
ecutive recently stepped aside.

Walgreens has been working
with VillageMD since last year,
when the companies opened
five joint VillageMD locations
in Houston. Walgreens’ Mr.
Gourlay said patients’ adher-
ence to medications improved
at the pilot locations, convinc-
ing the company the model
should expand.

VillageMD, which has bought
up primary-care offices across
the country, will move existing
physicians into the Walgreens-
adjacent clinics.

The cost of a VillageMD of-
fice visit will vary based on the
patient’s insurance coverage
and services rendered.

—Sarah Nassauer
contributed to this article.

pany will report financial re-
sults for its May-ended quarter
on Thursday.

VillageMD, a network with
more than 2,800 physicians,
has had a 15% to 20% drop in
primary-care visits amid the
pandemic, said Tim Barry, the
startup’s co-founder and CEO.
He said the drop-off is less se-
vere than declines of 40% or
more in the broader industry.

Executives from both com-
panies said the deal was ad-
vancing before coronavirus.

In adding primary-care doc-
tors to its model, Walgreens is
diverging from CVS, which has
said that physicians aren’t
needed to create so-called
health-care hubs. CVS is creat-
ing hubs inside its stores where
patients would go to seek medi-
cine, consultations and lab tests

to manage chronic conditions
such as diabetes and hyperten-
sion.

Both drugstore giants say
their ubiquity in American
communities makes pharmacies
a logical hub for people seeking
treatment for chronic ailments,
which are often exacerbated as
patients struggle to take their
medications regularly and ad-
here to medical regimens.

CVS, which acquired insurer
Aetna Inc. in 2018, said its
health-hub model will drive
down the cost of health care,
savings that will then be cap-
tured by its new insurance arm.
It aims to have 1,500 health
hubs opened by 2021.

Walgreens, which has opted
to partner with rather than ac-
quire insurers or other compa-
nies, said the VillageMD pairing
will benefit it financially by
driving up prescription sales as
well as sales of related medical

ContinuedfrompageB1

Walgreens
Stores Add
Doctors

The chain is in a
race with rival CVS
to become go-to
treatment centers.

“The impact of the Covid-19
situation was felt across our
business during our fiscal first
quarter, including loss of sales
due to temporary store closures
and margin pressure from the
substantial channel shift to dig-
ital,” said Chief Executive Mark
Tritton. “We believe Bed Bath &
Beyond will emerge from this
crisis even stronger.”

Mr. Tritton was named CEO
last year after an activist inves-

tor ousted most of the retailer’s
leadership, including the co-
founders. He has been trying to
streamline the business and de-
clutter stores. The retailer’s
formula of stocking stores sky-
high with goods and using cou-
pons to lure shoppers had be-
come outdated in a world
where most of the products it
sells are a click away.

On Wednesday, Mr. Tritton
said Bed Bath & Beyond had

converted about 25% of its
stores into regional fulfillment
centers during the pandemic,
nearly doubling its capacity to
handle the surge in online
shopping.

Bed Bath said nearly all of
its stores are open and offering
curbside pickup. Digital sales
jumped 82% in the quarter, but
those gains were more than off-
set by a 77% plunge in sales at
stores due to the closures.

Bed Bath & Beyond Inc. said
it would permanently close
roughly 200 stores, a bet that
the home-goods chain can ride
out the coronavirus pandemic
by shrinking its bricks-and-
mortar footprint.

Bed Bath & Beyond, which
operates roughly 1,500 stores,
had to shut many of its loca-
tions starting March 23 be-
cause of Covid-19 restrictions
in the U.S. Despite a jump in
online sales, the company’s
overall revenue for the quarter
ended May 30 fell 49% to $1.31
billion.

The decline was in line with
the quarterly drops reported by
Kohl’s Corp., TJX Cos. and
other rivals during the period.
Unlike those chains, Bed Bath &
Beyond was struggling to draw
shoppers and boost sales be-
fore the Covid-19 pandemic up-
ended shopping habits and the
U.S. economy.

The company, which also
owns the BuyBuy Baby and
Harmon drugstore chains, said
most of the stores that will
close over the next two years
are from its flagship chain. It
had 955 Bed Bath & Beyond lo-
cations as of May 30, so the
closures represent about 21% of
those locations.

BY MARIA ARMENTAL

Bed Bath & Beyond to Close Stores

Most of the stores that will close over the next two years are from the flagship chain.
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The Orlando, Fla., park will begin a phased reopening starting on Thursday, after months being closed by the pandemic.
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and try to blame Bayer.
The Environmental Protec-

tion Agency and other regula-
tors have said glyphosate
doesn’t cause cancer. Three
California juries, meanwhile,
have concluded that Roundup
caused plaintiffs’ illnesses and
awarded large verdicts.

Legal observers say a backup
plan that meets the judge’s ap-
proval could take a few forms,
including allowing the science
panel to conduct new research
rather than simply analyzing
existing studies. “In an area
where the science may be
evolving, how could it be ap-
propriate to lock in a decision
from a panel of scientists for all
future cases?” Judge Chhabria
wrote in his order. Bayer could
also alter a proposal it made to
monitor current Roundup users
to see if they develop non-
Hodgkin lymphoma, to better
use that monitoring to come up
with new research.

Another option, said Univer-
sity of Connecticut law profes-
sor Alexandra Lahav, is to wait
for decisions in the appeals that
Bayer is pursuing in the three
Roundup cases that have gone
to trial. Those appeals rest on
the idea that the jury verdicts
are in contrast with the conclu-
sions of the EPA, which has told
Bayer it can’t put a cancer
warning label on the weedkiller
since the agency determined
the product isn’t carcinogenic.

The problem for companies
trying to resolve any mass
tort, Ms. Lahav said, is how to
put an end date on liability.
“What is a way to cabin it and
control it, while still being fair
to people?” she said.

As Bayer works to recast the
class-action proposal, it contin-
ues to negotiate with lawyers
who have existing cases. At the
time of its June settlement,
Bayer said it had settled with
lawyers representing 75% of the
125,000 known plaintiffs and
set aside between $8.8 billion
and $9.6 billion to cover the en-
tire batch of existing claims.

Plaintiffs’ lawyers unsatis-
fied with settlement offers,
meanwhile, are still signing up
new clients. Legal marketers
say television advertisements
urging Roundup users with
non-Hodgkin lymphoma to call
the number on the screen con-
tinue to air around the country.

—Micah Maidenberg
contributed to this article.

Bayer AG is scrapping a
$1.25 billion proposal for re-
solving future lawsuits over
whether its Roundup weed-
killer causes cancer, highlight-
ing the difficulty of settling
litigation over a product still
on the market.

The snag doesn’t affect
deals valued up to $9.6 billion
that Bayer reached with law-
yers representing tens of
thousands of plaintiffs who
blame Roundup for making
them sick. It does, however,
call into question how the Ger-
man conglomerate will ever
fully put to rest the Roundup
liabilities it inherited when it
purchased seed and pesticide
maker Monsanto Co. in 2018.

Bayer asked a federal judge
in San Francisco to approve a
unique type of class action that
would dictate how people can
sue the company in the future
over claims that Roundup
causes non-Hodgkin lymphoma.
The proposed class action de-
pended on the creation of a
panel of scientists that would
definitively conclude whether
Roundup and its active ingredi-
ent, glyphosate, are carcinogens.

U.S. District Judge Vince
Chhabria said this week he was
skeptical that a science panel
could fairly replace judges and
juries in the case, and that he
was unlikely to sign off on the
idea. “Although the court is not
aware of any Plan B, it would be
surprising if none existed given
the stakes involved and the nov-
elty of Plan A,” the judge wrote
after expressing his concerns.

Bayer and plaintiffs’ law-
yers said Wednesday they will
work on refining the idea and
bring it back to the judge.

Elizabeth Cabraser, a well-
known class-action expert rep-
resenting the plaintiffs, said
they “remain strongly commit-
ted to a fair and just resolu-
tion.” Bayer echoed that, say-
ing it will seek “a viable
solution to manage and resolve
potential future litigation.”

Bayer plans to continue sell-
ing Roundup with no change to
its label for use in commercial
farming and everyday garden-
ing. But doing so makes it dif-
ficult for the company to fully
contain lawsuits filed over
Roundup’s safety since people
who use the product today
could get sick years from now

BY SARA RANDAZZO

Bayer’s Roundup
Settlement Heads
Back to Negotiation

World carries a symbolic pull,
with its closures and reopen-
ing plans serving as something
of a barometer for the eco-
nomic resuscitation at large.

The timing is particularly
fraught, as the number of cor-
onavirus cases in Florida
reaches record levels. Disney
is introducing safety measures
that will inevitably disrupt the
escapist environment of the
Happiest Place on Earth.

The park is open to annual
passholders like Ms. Roby on
Thursday and Friday, with the
Magic Kingdom and Animal
Kingdom areas opening to the
general public on July 11, fol-
lowed by Epcot and Disney’s
Hollywood Studios four days
later.

Workers at Disneyland Re-
sort in Anaheim, Calif., vocally
opposed Disney’s plans to re-
open there, culminating in a
protest outside the park and a
consortium of unions pleading
with California Gov. Gavin
Newsom to ask Disney to de-
lay. The company ultimately
did, saying it couldn’t reopen
on schedule after state offi-
cials delayed the release of

theme-park safety guidelines.
Far less opposition has

emerged among the Walt Dis-
ney World workforce, though
the company has faced push-
back over plans to have work-
ers self-screen for coronavirus
symptoms.

The Actors’ Equity Associa-
tion, which represents some
performers at the park, has
called on Disney to postpone
the opening as cases in Florida
rise. “It is deeply disturbing
that while coronavirus cases
in Florida surge, Disney is re-
fusing to provide regular test-
ing to one of the few groups of
workers in the park who by
the very nature of their jobs,
cannot use personal protective
equipment,” said Mary McColl,
executive director of Actors’
Equity Association.

A Disney spokeswoman said
Actors’ Equity members won’t
be called back to work during
the phased reopening. “We re-
gret that their union hasn’t ac-
cepted the safety protocols.”

Disney is significantly re-
ducing its capacity at the park.
But any revenue is welcome
after months of closures that

low aluminum prices globally.
Alcoa on Wednesday fore-

cast second-quarter revenue
of $2.1 billion to $2.18 billion,
slightly above analysts’ esti-
mates. The company expects a
quarterly loss of $190 million
to $205 million, or between
break-even and a loss of 8
cents on an adjusted per-share
basis.

Analysts polled by FactSet
had expected an adjusted loss
of 58 cents a share.

Alcoa’s shares fell 1.25% to
$11.09 in trading Wednesday.

—Matt Grossman
contributed to this article.

tion of the new U.S. trade
agreement with Canada and
Mexico.

The tariff’s reinstatement
would allow domestic produc-
ers to raise their prices, but
would add to Alcoa’s cost for
supplying Canadian-made alu-
minum to U.S. customers. Al-
coa, which owns its Quebec
smelter with Rio Tinto Alcan
Inc., has two other smelters in
Canada as well.

Mr. Harvey has argued that
the duties are misdirected as
they don’t address excess alu-
minum production in China,
which he says is the cause of

the added output should par-
tially offset declining prices
for aluminum. The Aluminerie
de Bécancour smelter has
been ramping up for the past
year after unionized employ-
ees entered into a six-year
contract that ended a lockout
that began in early 2018. The
plant employs 900 workers.

Alcoa opposes lobbying ef-
forts by other aluminum man-
ufacturers for the reinstate-
ment of a 10% tariff on
aluminum imports from Can-
ada. The duty was lifted by
the Trump administration
last year to facilitate comple-

in Washington has been idle
for several years, and the
company has sold some over-
seas operations, including two
smelters in Spain.

Alcoa said its raw alumi-
num production increased
about 3% in the second quar-
ter, compared with the first
quarter, even as the pandemic
caused widespread outages at
factories.

The company said the first
quarter is typically its weak-
est quarter for production.

Alcoa said it continues to
restore production at its
smelter in Quebec, and said

Chief Executive Roy Harvey
said.

Alcoa in April said it would
curtail production at its
smelter in Ferndale, Wash.,
cutting about 700 jobs there.
The company also has shifted
production to more commod-
ity-grade aluminum ingots
sold by distributors as de-
mand fell for higher-cost cus-
tom aluminum products and
alloys used by the automotive
and construction industries.

The reduction at the Fern-
dale smelter is the latest cost-
cutting step taken by Alcoa in
recent years. Another smelter

Alcoa Corp. said job cuts
and other cost reductions have
helped trim losses stemming
from lower aluminum prices
as the coronavirus pandemic
weighed heavily on the indus-
trial economy.

The Pittsburgh-based com-
pany on Wednesday said be-
cause of those measures its re-
sults for the latest quarter due
out next week will be better
than expected.

“We realized gains in pro-
ductivity, cost savings and also
increased our cash balance,”

BY BOB TITA

Alcoa Counters Weak Demand With Cost Reductions

Langley Roby, a 38-year-old
teacher, counts traveling to
Walt Disney World in her
mother’s womb as her first
visit to the theme park in Or-
lando, Fla. Her mother was six
months pregnant, but that
didn’t stop her from riding
Space Mountain, says Ms. Roby.

Ms. Roby’s next visit to Dis-
ney World may end up being
even more unusual. Ms. Roby,
from Owensboro, Ky., plans to
arrive at the park early Thurs-
day morning to be among the
first guests welcomed back
into the Magic Kingdom since
the coronavirus pandemic
closed its gates in March.

“It’s never going to be
cleaner than it is that day,”
said Ms. Roby, who said she
has visited Disney World
about 40 times. “I feel like it
will honestly be a safer envi-
ronment than just going to the
grocery [store] or any place
local because Disney has so
much on the line.”

Walt Disney Co. is counting
on die-hard fans like Ms. Roby
to weigh the risks of traveling
amid a pandemic and still de-
cide to head to the park. In
the most crucial test yet of its
ability to resume operations
while keeping consumers safe,
Disney will begin opening its
flagship park in phases start-
ing on Thursday and continu-
ing through July 15. Other
theme parks have begun wel-
coming visitors, but Disney

BY ERICH SCHWARTZEL
AND R.T. WATSON

have cost the company dearly.
A popular summer day at Walt
Disney World can attract more
than 200,000 guests and gen-
erate tens of millions of dol-
lars in revenue, according to a
former executive at the parks.
Disney World will have been
closed for 118 days when it re-
opens to the broad public on
Saturday.

Disney’s parks in Shanghai
and Hong Kong have already
reopened, allowing revenue to
start flowing back to what had
been the company’s fastest-
growing division. In May, Dis-
ney said the coronavirus had
taken about $1 billion in reve-
nue from its parks division in
the January-to-March quarter,
when a majority of parks were
closed for only a few weeks. In
August, the company will dis-
close earnings from the fol-
lowing quarter, when the do-
mestic parks were shut down
and the international locations
open only for a limited time.

Many of the most iconic as-
pects of a trip to Disney World
have been reimagined for the
Covid era. Characters such as
Cinderella or Gaston wave
from balconies—or trot
through the park on horses—
rather than walk the grounds
and interact with guests.

If workers see customers
flouting the mandatory-mask
rule, they are to approach
them with the same demeanor
as when they see someone
smoking in a nondesignated
space, said Eric Clinton, presi-
dent of an Orlando union local
whose members operate rides
and perform custodial work at
the park. From there, things
can escalate to summoning se-
curity or making the guest
leave the park.

Disney World Set to Restart
Theme park to operate
at reduced capacity,
with characters like
Cinderella from afar

Langley Roby, second from right, is eager for Disney World to reopen.

LA
N
G
LE

Y
R
O
B
Y

Peace Through Superior Technology

Before July 20, 2020
Join Us Today at www.SecurityRobot.com

Reimagine Public Safety

 



B4 | Thursday, July 9, 2020 * * * * * THEWALL STREET JOURNAL.

TECHNOLOGY & MEDIA WSJ.com/Tech

BY NAT IVES

CNBC signed former Fox
News journalist Shepard Smith
to anchor a new one-hour eve-
ning news program, the net-
work said Wednesday.

“The News with Shepard
Smith” will debut this fall in
the 7 p.m. to 8 p.m. time slot
on the cable business news
channel. The Monday through
Friday newscast marks a sig-
nificant shift in the evening
programming strategy for
CNBC, which currently relies
on light, unscripted fare.

CNBC Chairman Mark Hoff-
man said Mr. Smith’s show
will try to be a counter to
news and commentary pro-
gramming.

“Information is coming at
us from every direction,” Mr.
Hoffman said in a statement.
“We aim to deliver a nightly
program that, in some small
way, looks for the signal in all
the noise.”

NBCUniversal Chief Execu-
tive Jeff Shell has previously
indicated a desire to see CNBC
experiment with more news
and commentary programming
in prime time to offer a coun-
ter to the right-leaning Fox
News and the left-leaning
CNBC sister channel MSNBC.

CNBC and NBCUniversal are
units of Comcast Corp.

Mr. Smith said in a state-
ment that he is “honored to
continue to pursue the truth,
both for CNBC’s loyal viewers
and for those who have been
following my reporting for de-
cades in good times and in
bad.”

BY JOE FLINT

Former Fox
News Anchor
Joins CNBC

Shepard Smith
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Twitter Inc. said it was de-
veloping a subscription service
that could give the social-media
company a new revenue source
at a time when it is under pres-
sure to boost earnings.

The San Francisco company
said in a job posting for a se-
nior software engineer that it
was “building a subscription
platform” under a team code-
named Gryphon and seeking
someone to lead payment and
subscription client work.
Gryphon appears to be soft-
ware that would be accessible
to Twitter’s internal teams
looking to add subscription op-
tions to their products, accord-
ing to the job description. “This
is a first for Twitter!” the com-
pany said in the posting.

Chief Executive Jack Dorsey
is under pressure to boost re-
sults after a battle with Elliott
Management Corp. The activ-
ist investor sought to remove
the part-time chief, who splits
his time with financial technol-
ogy company Square Inc. The
sides agreed to a truce with
Twitter pledging to seek stron-
ger revenue growth.

The job description offered
few details on the subscription
project, but said the hire would
be working closely with the
company’s payments team and
the web-based Twitter.com
group. The job would be based
in New York, where Twitter al-
ready has an office.

A person familiar with Twit-
ter’s plans said the company
was exploring a variety of reve-
nue-generating initiatives. No
product decision has been
made, the person said.

Twitter shares rose more
than 7% Wednesday.

Twitter has enjoyed strong
user growth this year as people
flocked to the platform during
the pandemic. But the company
has struggled to translate that
popularity into financial gains.

BY ROBERT MCMILLAN

Twitter
Works on
Subscriber
Platform

podcast unit for around $300
million, The Wall Street Jour-
nal reported this week. The
company last year struck an
exclusive deal for podcasts
from Walt Disney Co.’s Marvel
Entertainment.

Spotify last month formed
its own pact for superhero
podcasts from the DC unit of
AT&T Inc.’s Warner Bros. En-
tertainment Inc., plus other
fiction podcasts using Warner
Bros. properties. It also has
acquired podcast producer
Gimlet Media Inc., podcast
publisher Anchor FM Inc. and
the sports-and-pop-culture

podcast format may increase
metrics even further,” she
said.

The deal also calls for col-
laboration on research and a
first crack at new shows for
Omnicom Media Group clients,
which include McDonald’s
Corp., PepsiCo Inc. and AT&T
Inc.

Big media and technology
companies have been trying to
capture more of podcasts’
growth for themselves, and to
accelerate it.

Sirius XM Holdings Inc. is
nearing a deal to buy E.W.
Scripps Co.’s Stitcher Inc.

several million dollars through
Omnicom to advertise in pod-
casts in 2019, she said.

Omnicom Media Group,
part of advertising-agency
holding company Omnicom
Group Inc., is increasing its
podcast investment now partly
because audiences continue to
grow and partly because tech-
nology is making the ads more
targetable and measurable,
Ms. Sullivan said.

“We know that audio works
very well at increasing con-
sumer attitudes and driving
action, but we believe that
adding addressability to the

Omnicom Media Group
plans to spend $20 million on
advertising in podcasts dis-
tributed by Spotify Technol-
ogy SA under a deal covering
the second half of this year,
the companies said.

It isn’t the first plan for
significant spending ahead of
time for the fast-growing pod-
casting industry. iHeartMedia
Inc. has been handling much
of its podcast sales through
upfront negotiations for al-
most a year, according to
Conal Byrne, president of the
company’s iHeartPodcast Net-
work.

But advertisers typically
sponsor individual series when
it comes to podcasts, where
advertising is growing rapidly
but remains relatively small.
Marketers are projected to
spend $863.4 million on ad-
vertising in U.S. podcasts this
year, up from $678.7 million in
2019, according to the Interac-
tive Advertising Bureau and
PricewaterhouseCoopers. By
comparison, ad revenue from
digital video in 2019 was $21.7
billion, the IAB said.

“It’s a big deal, a very big
deal versus what we’ve done
in the past,” said Catherine
Sullivan, chief investment offi-
cer at Omnicom Media Group
North America. Clients spent

publisher the Ringer, which
makes many podcasts. It is
planning a criminal-justice
podcast co-produced and co-
hosted by Kim Kardashian
West, and recently won exclu-
sive rights to the popular pod-
cast from Joe Rogan in a li-
censing deal the Journal
reported is worth more than
$100 million.

Podcasting’s rise has been
slowed in part by fragmenta-
tion and the lack of digital
marketing tools such as ad-
dressability, said Dawn Os-
troff, the chief content and ad-
vertising business officer at
Spotify.

“There’s not even a unified
metric by which podcasts are
being looked at by advertis-
ers,” she said.

In January, Spotify intro-
duced a method of letting ad-
vertisers know how many peo-
ple heard a given ad in a
podcast, rather than through
the common method of count-
ing downloads for an episode,
and to insert ads in podcasts
that have already been re-
corded. The technology,
Streaming Ad Insertion, also
provides insight into the audi-
ences reached and marketing
outcomes, Spotify said.

The spread of ad technol-
ogy and better measurement
will encourage larger ad buys
in podcasting, but it is still
early going compared with
other digital media, said Zoe
Soon, vice president at IAB’s
Consumer Experience Center
of Excellence.

“Those are all things to
crack,” she said.

Omnicom Plans Podcast-Ads Buy
The $20 million deal
with Spotify comes as
audiences grow and
ad targeting improves

Carrie Coon records ‘Motherhacker,’ a scripted fiction podcast produced by Spotify’s Gimlet Media.
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Turner Sports in June opted
out of the last year of its deal
with European soccer’s govern-
ing body, UEFA, allowing the
league to seek another U.S. me-
dia partner.

In June, UEFA announced
that it would resume play in
August with an eight-team
tournament held in Lisbon over

two weeks. ViacomCBS’s deal
with UEFA will allow the com-
pany to show those games, fea-
turing such teams as Bayern
Munich and Manchester City,
giving its lineup a shot in the
arm in the midst of a slowdown
of big sporting events.

The coronavirus pandemic
forced the NCAA to cancel its

ple in ovens.
Advertisers don’t always

know what content runs adja-
cent to their brands. Geico
didn’t respond to requests for
comment.

“We do not condone hate
speech and believe in a world
where everyone is treated with
dignity,” a State Farm spokes-
woman said, adding that the
insurer was reaching out to
Facebook to rectify the ad
placement.

The organizers said nearly
1,000 companies were pausing
advertising on Facebook, in-
cluding those offering public
support for the boycott and
those taking action behind the
scenes. Facebook has a base of
more than eight million adver-
tisers, and only a handful of
the biggest ones have said they
are pausing spending.

Facebook has long struggled
to placate critics who say it
does too little to police harmful
content, while also seeking to
assuage those, especially on
the right, who say its moderat-
ing practices are too aggressive
and prone to bias.

On Wednesday, Facebook
highlighted areas where audi-
tors said it improved, including
expanded policies against cen-
sus misinformation and voter
suppression, settlement of a
long-running case over dis-
crimination in ad targeting and
efforts to increase diversity in
its upper ranks.

But Facebook also said: “To-
day’s audit report fairly points
out shortcomings identified by
the Auditors and makes it clear
that the progress we’ve made
is still just the beginning (and
we agree).”

—Deepa Seetharaman
contributed to this article.

Carolyn Everson, a Facebook
vice president, emailed adver-
tisers on Wednesday to explain
how it is responding to the
concerns raised by rights
groups and in the auditors’ re-
port. “While we sometimes will
disagree, especially when it
comes to political speech and
free expression, these findings
have helped us learn a lot
throughout the years about
what we can do better,” she
said.

Representatives of the
groups that organized the boy-
cott held a Zoom call Wednes-
day with people representing
about 120 advertisers. The
groups said Facebook has taken
some steps in the right direc-
tion but has broadly failed to
properly enforce its policies
and allowed hate speech to
proliferate on its platform.

Jonathan Greenblatt, chief
executive of the Anti-Defama-
tion League, highlighted sev-
eral ads that ran alongside in-
flammatory or hateful posts in
the past two days. An ad for in-
surer Geico ran Tuesday next
to a meme about Rep. Ilhan
Omar (D., Minn.) that referred
to her as “Aunt Jihadi,” a post
that the ADL had previously
flagged. Another, also from
Tuesday, showed up next to a
post in a private group called
MUSLIMS VS ZIONISTS that
referenced putting Jewish peo-

ContinuedfrompageB1

Facebook
Criticized
In Audit

annual March Madness colle-
giate basketball tournament,
which is a reliable ratings
driver for both CBS Sports and
Turner Sports. The pandemic
has also created added uncer-
tainty for the National Football
League season, a major staple
of broadcast and cable TV.

A spokeswoman for Viacom-
CBS declined to comment on
whether the deal had a provi-
sion that allows the company
to withhold rights fees if an
outbreak of coronavirus puts
the UEFA matches on hold.

The deal provides a popular
live-sports property for CBS All
Access, which ViacomCBS has
anointed as its flagship direct-
to-consumer streaming service.

“It’s great timing for us as
we embark on expanding CBS
All Access to be a cross-com-
pany streaming service for Via-
comCBS,” Marc DeBevoise, the
company’s chief digital officer,
said in an interview.

ViacomCBS said earlier this
year that it would put additional
shows from its cable networks
and its Paramount movie studio

on the service as part of a bid to
expand its subscriber base.

The company’s streaming
strategy doesn’t solely rely on
CBS All Access. ViacomCBS an-
nounced this month that it was
licensing some of its popular TV
shows and movies to Comcast
Corp.’s NBCUniversal unit for its
Peacock streaming service.

ViacomCBS said on its first-
quarter earnings call that its
domestic streaming and digital-
video revenue rose by over half
compared with the same period
in the previous year.

U.S. television hasn’t always
been a happy home for the
Champions League. CBS will be
the competition’s third broad-
caster in five years, following
challenging stints by Fox Sports
and Turner Sports.

The biggest struggle is that
matches are played on Tuesday
and Wednesday nights in Eu-
rope, unlike most domestic
league games, which are played
on weekends. On the East Coast
of the U.S., that puts the Cham-
pions League squarely in the
middle of workday afternoons.

ViacomCBS Inc. landed the
U.S. rights to show soccer
matches from the UEFA Cham-
pions League, the company
said, a deal that adds a popular
live-sports property to its CBS
All Access streaming service.

The four-year agreement,
terms of which weren’t dis-
closed, gives ViacomCBS exclu-
sive English language rights to
show Champions League
matches, including on its CBS
broadcast network, the CBS
Sports cable network and CBS
All Access, the company said.
The deal also covers two other
competitions, the UEFA Europa
League and UEFA Europa Con-
ference League.

The Champions League,
which holds club soccer’s most
prestigious tournament, was
put on hold this year when the
coronavirus pandemic swept
across Europe, wiping out live
sports and forcing media com-
panies to come up with alterna-
tive programming. AT&T Inc.’s

BY BENJAMIN MULLIN
AND JOSHUA ROBINSON

ViacomCBS to Show Champions League Soccer

Liverpool plays Atlético Madrid in the Round of 16 in March.
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Detroit businessman and
Cleveland Cavaliers owner Dan
Gilbert spent the past 35 years
building Quicken Loans into a
mortgage lending giant and an
extension of his personal
brand. That won’t stop when
the company goes public.

Rocket Companies Inc.,
which owns Quicken Loans,
filed paperwork this week to
potentially list its shares on
the New York Stock Exchange.
In it, the company revealed
that Mr. Gilbert’s holding com-
pany will continue to control
79% of the voting power of
Rocket Companies’ common
stock following its IPO. Two of
Rocket Companies’ board
seats are held by Mr. Gilbert
and his wife, Jennifer Gilbert,
an interior designer and entre-
preneur who was named a di-
rector in March.

Rocket Companies is the lat-
est business to attempt a public
listing after the fallout from the
coronavirus pandemic kept the
market for new issues quiet in
early spring. In recent weeks,
Warner Music Group Corp.,
grocery giant Albertsons Cos.
and online used-car seller
Vroom Inc. all completed public
offerings. Earlier this week, Pal-
antir Technologies Inc., one of
Silicon Valley’s oldest startups,
confidentially submitted IPO
paperwork.

Unlike many tech startups
that have gone public in re-
cent years, Rocket Companies
is profitable. The company’s
net income rose 46% in 2019
to $892.4 million on revenue
of $5.1 billion. Quicken Loans
extended $145 billion of mort-
gages last year, and gains on
the sale of those loans to
money managers represented
the bulk of the revenue it gen-
erated.

Quicken was the biggest
mortgage lender in the U.S. in
the first quarter, according to
industry research group Inside

MANAGEMENT

and its suburbs.
Modifications from equip-

ment manufacturers such as
Trane Technologies PLC, Car-
rier Global Corp. and Johnson
Controls International PLC
include filtering indoor air
more thoroughly, drawing
more outdoor air into build-
ings, and deploying ultraviolet
light against the virus inside
ventilation systems.

“More fresh air and cleaner
air are the direction that cus-
tomers are going. This is top-
of-mind for building owners
and contractors,” said Jeff
Williams, president of global
products for Johnson Controls,
maker of York-brand heating
and air-conditioning equip-
ment.

Trane upgraded filters on
25 air handlers last month at
the Dia Art Foundation’s Bea-
con, N.Y., museum. The air
conditioning’s cooling coils
also were disinfected and the
louvers unstuck on dampers to
bring more outdoor air into
the 240,000-square-foot for-
mer factory. Administrators
hope the $15,000 upgrade will
help open the museum, closed
since March 13, within weeks.

“This was an unexpected
cost,” said Chief Operating Of-
ficer Rachel Pivnick. “We want

to do everything we can for
our staff to feel safe. When
our staff is safe, they’ll convey
that to our visitors.”

Research released this
spring by the Department of
Homeland Security found that
coronavirus particles decay
faster at a room temperature
of 78 degrees Fahrenheit with
a relative humidity of 50%
than at lower temperatures

and humidity. Add in a strong
dose of ultraviolet light, and
the virus decays by 90% in
less than seven minutes, ac-
cording to the department.
Humans’ immune systems also
are more effective against vi-
ruses in warmer, more humid
conditions, according to a Yale
University study published in
May 2019.

“We can minimize the
spread of the virus in the sum-
mer when there is plenty of
sunlight and higher humidity.

They’re actually effective in a
defined space,” said Luke Le-
ung, epidemic task force
leader for the American Soci-
ety of Heating, Refrigerating
and Air-Conditioning Engi-
neers, a trade association.

Transmission of the corona-
virus is believed to occur
mostly through droplets that
humans emit when they cough
or talk.

But doctors and researchers
are investigating tiny virus
particles that travel longer dis-
tances through the air.

A University of Oregon
study released in June found
airborne virus particles on a
quarter of the places tested on
air-handling units at a local
hospital where coronavirus pa-
tients were being treated. It
was unclear whether the parti-
cles were still viable while
they were circulated.

New York Gov. Andrew
Cuomo said Monday that state
regulators will require large
shopping malls to have air fil-
ters that can trap the virus
particles as a condition for re-
opening.

Recirculated air should in-
clude about 20% outdoor air
to effectively dilute coronavi-
rus particles, the Atlanta-
based engineers’ society says.

One way to reduce the
spread of coronavirus is to
maintain ventilation with
plenty of fresh air. But what
does that amount to in build-
ings?

The pandemic is challeng-
ing long-held conventions for
offices to be cool, dry, shaded
from direct sunlight and
mostly sealed off from outside
air. Researchers say those con-
ditions can help spread and
sustain the virus, prompting
manufacturers of heating, ven-
tilation and air-conditioning
equipment to alter their prod-
ucts and strategies.

Understanding the potential
risks of coronavirus particles
circulating through office ven-
tilation systems is critical to-
ward restoring the trust of
workers and the public confi-
dence in returning to commer-
cial buildings, facilities man-
agers and building owners say.

“Building owners are start-
ing to realize what it means to
be prepared for the new nor-
mal,” said Howard Lu, director
of business development for
Ainsworth Inc., which man-
ages heating and air-condi-
tioning systems at more than
40 office buildings in Toronto

BY BOB TITA

Virus Spurs Ventilation Boost
Equipment-maker Trane upgraded filters on 25 air handlers last month at the Dia Art Foundation’s Beacon, N.Y., museum.
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Coronavirus decays
faster at a room
temperature of 78
degrees Fahrenheit.

Mortgage Finance, beating out
longtime heavyweights like
Wells Fargo & Co. and JPMor-
gan Chase & Co.

The ties between Rocket
Companies and Mr. Gilbert’s
other businesses will remain
tight following the IPO, ac-
cording to the new securities
filing. Jay Farner will continue
to be the chief executive of
Rocket Companies after the
IPO. Mr. Farner will also con-
tinue to be CEO of Mr. Gil-
bert’s holding company, Rock
Holdings Inc., that will control
the majority of Rocket Compa-
nies’ shares.

The company warned po-
tential shareholders that the
arrangement could create “ac-
tual or apparent conflicts of
interest” if certain issues arise
between the two entities. Rock
Holdings is also the control-
ling shareholder of several
other businesses, including
Dictionary.com, according to
the filing.

The IPO paperwork also re-
veals a series of commercial
relationships that Mr. Gilbert’s
businesses have with one an-
other. Quicken Loans and an-
other Rocket Companies unit
paid nearly $100 million in
rent, fees and other real-estate
costs to companies affiliated
with Mr. Gilbert since the start
of 2019, including rent for the
Detroit headquarters. Rocket
Companies also spent $24.1
million to buy additional park-
ing rights from Bedrock Man-
agement Services LLC, Mr. Gil-
bert’s real-estate investment
firm, over that same time
frame.

Rocket Companies paid the
Cleveland Cavaliers, of which
Mr. Gilbert is the majority
owner, roughly $10 million for
naming rights and other ad-
vertising costs since the start
of 2019.

Mr. Gilbert suffered a se-
vere stroke last year. He is
back to work but spending
hours each day in therapy.

BY PETER RUDEGEAIR

Quicken Loans
Chief to Keep
Control After IPO
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agreement, YRC has agreed to
issue about 15.9 million shares
of common stock to the Trea-
sury Department, according to
a Tuesday securities filing,
giving the government a 29.6%
stake in the business and di-
luting the shares of existing
investors.

That equity will be deliv-
ered to a voting trust, and
once a one-year holding pe-
riod expires the government is
free to sell or hold the stock
as it sees fit, Mr. Pierson said.

The boost from the govern-
ment loan will offset the dilu-
tion to existing investors’
shares “in spades,” Mr. Pier-
son said. “The market value of
the company has in-
creased … since the deal was
announced.”

back into this company, and
invest in the fleet and the roll-
ing stock,” he said, which will
reduce the company’s operat-
ing costs.

Buying new trucks will save
YRC between $10,000 and
$12,000 per tractor “on main-
tenance alone,” he said. It is
“not only refreshing the fleet,
but it’s also additional liquid-
ity to operate the business.”

YRC serves big retail ship-
pers such as Walmart Inc. and
Home Depot Inc., along with
automotive and industrial cus-
tomers. The company gener-
ated $4.87 billion in operating
revenue last year but has long
struggled with heavy debt and
pension liabilities for its
largely unionized workforce.

Under the federal loan

the $2.2 trillion coronavirus
stimulus bill, will over time
nearly double its debt load to
around $1.6 billion, Mr. Pier-
son said.

The trucker plans to use a
$300 million tranche of the
government loan to pay off
health, pension and other obli-
gations, and for working capi-
tal, Mr. Pierson said. Another
$400 million will go toward
buying new trucks and trailers
for YRC’s aging fleet, accord-
ing to the filing. That loan will
mature on Sept. 30, 2024.

YRC doesn’t plan to pay the
debt down during the life of
the loan, intending instead to
either pay it off or refinance
at maturity, Mr. Pierson said.

“We are going to take every
penny we can and invest it

BUSINESS NEWS

Lyft said it would cut about 17% of its workforce, furlough workers and slash pay in cost-cutting efforts to cope with lost sales.
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bility.
Scott Galloway, founder of

a startup with venture back-
ing and a marketing professor
at New York University, criti-
cized investors whose compa-
nies took government rescue
money, saying it boosted their
returns at taxpayer expense.

“If a venture-backed com-
pany either can’t survive this
pandemic or can’t convince
investors to put in more

clined to comment. A spokes-
woman for Silicon Valley Bank
said it processed loans on a
first-come, first-served basis.

Jarrett Streebin, co-
founder and chief executive of
shipping-software company
EasyPost, said his company
returned its $6 million loan
because there was too much
gray area around who quali-
fied and he feared his com-
pany could face potential lia-

Billionaire tech entrepre-
neur Tom Siebel said last
month that his software com-
pany, C3.ai Inc., is growing
sales 80% annually. It has
raised hundreds of millions of
dollars from big-name ven-
ture-capital investors includ-
ing early Facebook Inc. backer
Jim Breyer. It also received at
least $5 million from the gov-
ernment’s Paycheck Protection
Program.

C3 is among thousands of
venture-backed startups that
took money from the rescue
program meant to help small
businesses weather the eco-
nomic hit from the pandemic,
according to data released by
the Treasury Department on
Monday.

C3 was valued at $3.3 bil-
lion last year, according to
data firm PitchBook.

The rescue program has
proven controversial, with
funds going to well-heeled
and politically connected
firms across the economy

BY ROLFE WINKLER

subject, saying he had been
asked about the April tweet
and Benchmark portfolio com-
panies’ involvement in the
PPP program. A “broad-based
program” for small companies
is “quite different” from a
large public company “calling
on Washington for a negoti-
ated bailout,” he said in the
new tweet.

Car rental startup
Getaround Inc. got at least $5
million. It has raised more
than $600 million from ven-
ture capitalists and other in-
vestors, according to Pitch-
Book, and counts among its
backers SoftBank Group
Corp.’s $100 billion Vision
Fund. Financial technology
company Upgrade Inc. took in
at least $2 million of govern-
ment money, then last month
raised $40 million from inves-
tors including Santander
Group, one of the world’s larg-
est banks.

A Getaround spokeswoman
said its business was hit hard
by Covid-related lockdowns
and the program “helped re-
duce the otherwise severe im-
pact on the health of our or-
ganization.” Upgrade didn’t
respond to a request for com-
ment.

—Peter Rudegeair
contributed to this article.

money to hold on to employ-
ees, then either they should
be laid off or the business
should be shut down,” Mr.
Galloway said. “Every bailout
leads to moral hazard, which
leads to a bigger bailout
later.”

Supporters of the program
said one of its chief virtues
was keeping workers off un-
employment rolls.

But the program failed to
reach many of the hardest-hit
businesses, including those
that closed for prolonged pe-
riods or were overwhelmed by
non-payroll costs. Harvard
economists concluded that the
program had little impact on
employment at small busi-
nesses.

Bill Gurley, of venture firm
Benchmark, railed against
bailouts in April, saying on
Twitter: “Let’s be candid. If
you believe in business & cap-
italism, then there are zero
circumstances where the gov-
ernment should bail out eq-
uity holders.”

About a dozen Benchmark-
backed companies received a
loan through the program, CB
Insights said. Mr. Gurley and
Benchmark didn’t respond to
requests to comment this
week. Tuesday evening, Mr.
Gurley posted again on the

alongside needy small busi-
nesses. In Silicon Valley, some
investors and startup execu-
tives have said that venture
capitalists shouldn’t be pro-
tected from losses by taxpay-
ers, and that companies with
access to cash shouldn’t get
rescue funding.

Others argued hard-hit
startups genuinely needed the
money to help keep people
employed because investors
stopped writing checks.

The newly released Trea-
sury data show that venture-
capital firms including New
Enterprise Associates, An-
dreessen Horowitz, Khosla
Ventures and Kleiner Perkins
each had dozens of portfolio
companies receive the forgiv-
able loans, according to an
analysis by research firm CB
Insights.

SVB Financial Group’s Sili-
con Valley Bank, which counts
many startups among its cli-
ents, processed nearly 2,200
loans for more than $150,000
each, distributing $1.7 billion,
including loans to more than
30 companies it has a stake
in, CB Insights said.

C3, based in Redwood City,
Calif., has raised $300 million
in venture capital, including
$50 million in September, ac-
cording to CB Insights. C3 de-

Government Loans Help Tech Startups
Silicon Valley leaned on
Paycheck Protection
Program despite
investors’ opposition

Rescue Program’s
Aid Came Amid
Venture-Capital Halt

Technology startups raced
to apply to the Paycheck Pro-
tection Program when it was
announced in April, fearing the
pandemic’s economic impact
and seeing venture-capital mar-
kets freeze.

Some companies viewed
the loans as grants because
the debt can be forgiven if
used largely to retain employ-
ees.

The application didn’t re-
quire important information
such as bank statements show-
ing applicants’ cash balances,
though companies had to cer-

tify that they needed the loans
because of the economic uncer-
tainty.

In late April, the mood in
Silicon Valley changed, as up-
dated Treasury Department
guidance indicated that compa-
nies with access to capital mar-
kets or other sources of liquid-
ity likely didn’t qualify and all
loans over $2 million would be
audited.

Meanwhile, a debate raged
over whether the funds were
meant for venture-backed com-
panies or for hard-hit busi-
nesses on Main Street like res-
taurants and salons.

Many worried about public
criticism or possible legal liabil-
ity for taking taxpayer funds.
Some startups that had applied
for funds changed their minds.

sor at Wayne State University
in Detroit, said GM could ap-
peal the decision, but it is diffi-
cult to revive a lawsuit once a
judge has granted a motion to
dismiss.

Mr. Borman’s tossing of the
lawsuit came after he issued a
surprising and pointedly
worded order late last month,
requiring the CEOs of both
companies to meet in person,
without lawyers, to find a reso-
lution to the dispute. The judge
at the time described GM’s le-
gal challenge as a “waste of
time and resources” and a dis-
traction for executives whose
leadership is needed to steer
their companies through a
health crisis and period of so-
cial unrest.

GM appealed the decision
asking a higher court to toss
out the initial order, arguing
Mr. Borman had overstepped
his authority, and asked that
the case be moved to a differ-
ent judge. On Monday, the
court sided with GM on the
meeting between Ms. Barra and
Fiat Chrysler Chief Executive
Mike Manley, but denied the
request to reassign the case.

GM based much of its racke-
teering suit on evidence from a
long-running federal investiga-
tion into union corruption that
has led to the convictions of
Fiat Chrysler’s former top bar-
gainer and several United Auto
Workers officials.

JPMorgan Chase had esti-
mated that GM could seek dam-
ages from Fiat Chrysler in ex-
cess of $6 billion if the case
were to move forward.

—Nora Naughton
contributed to this article.

Technology startups have
been laying off tens of thou-
sands of workers to cope with
the economic fallout of the
pandemic, potentially blunting
a key innovation pipeline for
the enterprise information-
technology market, according
to industry analysts.

“Startups are a great source
of innovation in the IT indus-
try, but are now especially
cash constrained,” said Max
Azaham, a senior research di-
rector at research and consult-
ing firm Gartner Inc.

Mr. Azaham said the coro-
navirus has made startup in-
vestors far more risk averse,
resulting in a sharp downturn
in investment capital for IT
companies looking to raise
less than $100 million.

As of last week, nearly
70,000 tech-startup employees
world-wide lost jobs since
March, led by ventures in the
transportation, financial and
travel sectors, according to a
report by U.K.-based broker-
age BuyShares.co.uk.

Startups in the San Fran-
cisco region, including Silicon
Valley, have shed more than

been cutting costs to make up
for a loss of outside funding.

Global private-market fund-
ing for startups dropped to
$67 billion in the first quarter,
down 22% from a year earlier,
according to CB Insights, a
market-intelligence company.

Most venture-backed start-
ups in the U.S. are largely un-
able to tap federal emergency
funds under the Paycheck Pro-
tection Program due to a rule
that counts their venture-capi-

tal backers as affiliated busi-
nesses.

According to a May study
by the Washington Technology
Business Association, an in-
dustry trade group, fewer than
40% of 140 tech startups in
the greater Seattle metropoli-
tan area had received funding
under the program, while
many relied on unemployment
insurance to pay bills.

Roughly 25% had fur-
loughed or laid off workers,

the group said.
Layoffs at tech startups

could spell trouble for compa-
nies across the economy seek-
ing innovative digital tools to
weather the coronavirus crisis
and compete in a post-Covid
market.

Startups and other small
tech firms have for years been
a major source of emerging
technology and skilled work-
ers for larger companies, ac-
cording to Jonathan Simnett,

director of technology-advi-
sory firm Hampleton Partners.
Additionally, big corporations
often consider startup acquisi-
tions as a form of research
and development for IT de-
partments, he said.

“The Covid-19 crisis has ac-
celerated the need for innova-
tion across many parts of the
economy,” Mr. Simnett said,
citing areas such as collabora-
tion and remote working, e-
commerce and IT services.

25,500 jobs, including layoffs
at high-profile companies such
as Uber Technologies Inc.,
Groupon Inc. and Airbnb Inc.,
the report said.

Uber in May announced
more than 6,500 layoffs, cut-
ting roughly a quarter of its
workforce. A month earlier,
Lyft Inc. said it would cut
about 17% of its workforce,
furlough workers and slash
pay in cost-cutting efforts to
cope with lost sales during the
coronavirus pandemic.

Startups developing artifi-
cial intelligence and other
emerging digital tools fall un-
der the category of tech-sector
employers, which have cut
jobs for four consecutive
months, said Tim Herbert, ex-
ecutive vice president for re-
search and market intelligence
at IT industry trade group
CompTIA.

The cuts included a record
112,000 layoffs in April, as
tech companies scrambled to
slash costs, according to
CompTIA’s analysis of federal
employment data. By contrast,
employers outside the tech
sector have picked up the pace
of IT hiring in recent months.

Startups this year have

BY ANGUS LOTEN

Workforce Cuts
Threaten Pipeline
Of Digital Tools

YRC Worldwide Inc.’s lend-
ers gave the trucker a 3½ year
reprieve on its heavy debt load
as the company prepares for a
$700 million federal bailout
package.

The Overland Park, Kan.,
freight carrier said in a securi-
ties filing Wednesday that its
lenders agreed to extend the
maturity date on one lending
facility until 2024, and to ex-
tend and further ease some re-
quirements on a roughly $580
million term loan from a
group led by affiliates of
Apollo Global Management
Inc.

Those deals were negoti-
ated as YRC was working out
the terms for a planned $700
million federal loan announced
last week, YRC Chief Financial
Officer Jamie Pierson said in
an interview.

Altogether, the agreements
give YRC “3½ years to focus
on the business, with no ma-
turities at all,” Mr. Pierson
said. “It’s a new day. We’ve
just got to not blow it up.”

YRC, the fifth-largest truck-
ing company in the U.S. by
revenue, according to SJ Con-
sulting Group Inc., carries
some $880 million in long-
term debt and was struggling
to turn its operations around
when the coronavirus pan-
demic hit, delivering a signifi-
cant blow to its business.

The Treasury Department
loan, through a provision of

BY JENNIFER SMITH

Lenders Extend Trucker’s Debt Terms

YRC Worldwide was struggling to turn its operations around before the coronavirus pandemic.
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well-settled RICO case law and
would let wrongdoers off the
hook for the massive harm
caused by their criminal con-
spiracy,” the company said.

Fiat Chrysler said: “We have
said from the very outset that
this was a meritless lawsuit.
The dismissal of GM’s com-
plaint with prejudice earlier to-
day vindicates our position.”

The case’s dismissal is a re-
buke to GM Chief Executive
Mary Barra, who believed Fiat
Chrysler intentionally took
steps to put GM at a disadvan-
tage, and felt strongly about
pursuing a legal case, people
familiar with the matter said.

Legal experts had described
GM’s civil-racketeering suit as
unusual and a long shot, noting
that such cases often are set-
tled or dismissed because of
the difficulty of proving the
company was the primary vic-
tim of the alleged corruption.

In a civil-racketeering case, a
court typically considers claims
from only the primary victim of
the alleged corruption, legal ex-
perts have said. In his dis-
missal, the judge said any com-
petitive disadvantage suffered
by GM as a result of Fiat Chrys-
ler’s lower labor costs would
have been an indirect injury.

Peter Henning, a law profes-

ContinuedfrompageB1

GM Suit
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law against bad actors.”
Consumer advocates criti-

cized the decision, saying it
put vulnerable consumers at
risk of being mired in high-in-
terest debt they cannot repay.

“Amid a global pandemic
and an economic contraction
with little precedent, the CFPB
has chosen to devote scarce
resources not to protecting
consumers, but to dismantling
guardrails that would have
given people more protection
from predatory lenders,” said
Linda Jun, senior policy
counsel at Americans for Fi-
nancial Reform.

The Community Financial
Services Association of Amer-
ica, a trade group that repre-
sents small-dollar, short-term
lenders, said the new rule will
benefit millions of American
consumers. “The CFPB’s action
will ensure that essential credit
continues to flow to communi-
ties and consumers across the
country, which is especially im-
portant in these unprecedented
times,” D. Lynn DeVault, the
group’s chairman, said.

Consumer groups have
called on lawmakers to impose
a limit of 36% on interest rates
for consumer loans. More than

the global insurance industry
at more than $30 trillion, KKR
Co-President Scott Nuttall said
on an investor conference call
Wednesday. “It’s an enormous
market and in this low-rate
world, we’ve been finding that
insurance companies are look-
ing for alternative investments
within their portfolios.”

Investors cheered the news,
with KKR’s shares rising 10% in
trading Wednesday.

Apollo, the original archi-
tect of the strategy, joined with
former American International
Group Inc. executive James Be-
lardi in 2009 to build what
would become Athene Holding
Ltd. Financed by an investment
from a publicly traded vehicle
Apollo controlled, Athene
bought up fixed-annuity assets
on the cheap in the aftermath
of the financial crisis and
signed them over to the buy-
out firm to manage.

Apollo now manages $140
billion of assets on behalf of
Athene and Athora Holding
Ltd., a European insurance
company it founded in 2014.
That accounted for 44% of
Apollo’s total assets at the end
of March and contributed the
bulk of the $190 million in fee-
related revenue the firm re-
ceived from permanent-capital
vehicles in the first quarter.

Apollo’s credit business has
ballooned as a result of the
strategy, becoming the envy of
its peers, and is now the indus-
try’s largest, with $210 billion
in assets as of March 31.

Blackstone got the right to
manage the assets of FGL
Holdings Inc., formerly known
as Fidelity & Guaranty Life,
when a special-purpose acqui-
sition company in which the
private-equity firm invested
bought the insurer in late 2017.
In February, FGL said it was
extending and enhancing its

ContinuedfrompageB1
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Chief Executive Tom Wilson
said that the pact had its ori-
gins early this year and was put
on hold by the pandemic. But
he said fresh scenario planning
indicated that the possible fi-
nancial returns “from moving
forward outweighed the poten-
tial risk of the pandemic get-
ting worse.” He added: “No-
body knows for sure.”

The downside risk includes a
recession that leaves yet more
people unemployed and unable
to pay their car and home pre-

miums, and would lead to steep
drops in purchases of homes
and cars, he said.

To date, “the pandemic has
had modest impact on Allstate
and the auto-insurance indus-
try,” he said.

In fact, car insurers bene-
fited in one big way: Shelter-in-
place rules kept millions of pol-
icyholders’ vehicles parked in
driveways, and accident rates
plummeted. Allstate has re-
turned more than $1 billion in
premiums to its customers,

part of an industrywide move-
ment in which insurers slashed
billions of dollars of premiums
owed to them in April and May
under tens of millions of poli-
cies, prodded partly by con-
sumer activists.

More recently, traffic volume
has picked up as many states
have lifted shelter-at-home re-
strictions.

Mr. Wilson said the deal
highlights that while some con-
sumers don’t want help from
agents, “some people do want

help, and we’ll do whatever
they want....Technology enables
you to do that better, cheaper
and faster.”

Allstate said the acquisition
would increase its market share
in personal property-liability
insurance by more than 1 per-
centage point to just over 10%.
That brings it nearer to No. 3
Progressive.

Besides auto insurance, Na-
tional General’s product offer-
ings include accident- and sup-
plemental-health insurance

policies and “lender placed in-
surance,” which is coverage
that banks and other lenders
require borrowers to have in
place to protect underlying col-
lateral.

Under the deal, shareholders
of National General will receive
a total of $34.50 a share, an of-
fer that comprises $32 a share
from Allstate and expected
closing dividends of $2.50 a
share, the companies said. The
total offer represents a 69%
premium to the stock’s last-
traded price.

Allstate will fund the deal
with $2.5 billion in cash re-
sources at Allstate and National
General and by issuing $1.5 bil-
lion in new Allstate senior debt.

Allstate investors reacted
warily. Allstate shares fell 4.8%
in trading Wednesday, while
National General shares were
up more than 65%.

Many Allstate shareholders
are wondering if they might be
better off if the car insurer
ramped up its stock-repurchase
program rather than do the
deal, some analysts said in
notes to investors. Allstate is
maintaining its stock-repur-
chase program, but “investors
will focus on the fact that this
capital could have been used to
buy back shares,” Wells Fargo
Securities analyst Elyse Green-
span said.

Evercore ISI analyst David
Motemaden said Allstate be-
comes a more complicated
story for investors as now
“there is an integration and less
dry powder for capital return.”

Allstate said the deal would
have no impact on its current
roughly $3 billion share-repur-
chase program.

U.S. insurance giant Allstate
Corp. agreed to acquire peer
National General Holdings
Corp. for about $4 billion in
cash, expanding its reach in the
personal property-liability busi-
ness.

Allstate will add relation-
ships with more than 42,000
independent agents across the
U.S. in the acquisition. While
many insurance companies
have increasingly steered away
from armies of agents as more
consumers buy all types of
products online, the deal re-
flects Allstate’s view of a con-
tinued role for middlemen in
selling policies to individuals.

The pact also highlights
technological change that is
coursing through the car- and
home-insurance industry, in-
cluding to speed up the buying
process and make life easier for
agents. Wall Street analysts
said the relatively unknown Na-
tional General, based in New
York City and partially owned
by the low-profile entrepre-
neurial Karfunkel family, has
advanced technology.

The deal for National Gen-
eral is one of the biggest since
the global coronavirus pan-
demic as economic uncertainty
continues to complicate leader-
ship decisions at companies
across the world.

In an interview, Allstate

BY LESLIE SCISM
AND BEN OTTO

Allstate Buys Rival Insurer for $4 Billion
Rare acquisition amid
pandemic will boost
market giant’s reach
in property policies

Insurers fear the recession will leave more people unable to pay home and car premiums. Damage from Hurricane Dorian last year.
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relationship with Blackstone in
conjunction with a deal by Fi-
delity National Financial Inc. to
buy FGL for $2.7 billion.

Closely held Global Atlantic
has nearly $90 billion in assets
and more than two million pol-
icyholders. The insurance com-
pany was founded in 2004 by
Goldman Sachs Group Inc.,
where Global Atlantic Chief Ex-
ecutive Allan Levine served as
CEO for the investment bank’s
reinsurance group. It separated
from Goldman in 2013.

Global Atlantic has a history
of expansion through acquisi-
tions, completing 20 reinsur-
ance transactions covering
about $27 billion in assets
since its founding. KKR said it
plans to continue to build the
business through deals.

Like Athene and FGL, the
company focuses on fixed an-
nuities, which pay owners a set

amount of interest over the life
of a contract. Insurers make
money by earning more on the
money handed over by buyers
than they are required to pay
out, making them attractive to
private-credit managers.

KKR will pay the amount of
Global Atlantic’s book value as
of the deal’s closing through a
combination of cash from the
firm’s balance sheet, proceeds
from potential minority co-in-
vestors and the issuance of
debt or equity. Global Atlan-
tic’s book value as of March 31
was about $4.4 billion, the
companies said.

Global Atlantic sharehold-
ers, which include Goldman
and its private-wealth clients,
will have the opportunity to
roll their investments into the
deal. KKR said it initially ex-
pects to have about 60% eco-
nomic ownership of the com-
pany. Global Atlantic will
remain a separate business un-
der Mr. Levine’s leadership.

KKR Deal
Builds Up
Asset Pool

Global Atlantic has
nearly $90 billion in
assets and is valued
at $4.4 billion.

a dozen U.S. states have effec-
tively banned payday loans
through usury laws, even as
they fight online lenders’ at-
tempts to skirt such limits.

The bureau’s move was wel-
comed by groups representing
banks and credit unions, which
have sought clear guidance from
regulators on how to cater to
lower-income consumers who
don’t qualify for conventional
credit cards or other lending
products because they have im-
paired or no credit history.

The Consumer Bankers Asso-
ciation, which represents big
banks including JPMorgan
Chase & Co. and Bank of Amer-
ica Corp., said the amended rule
will help banks provide “much-
needed small-dollar loans to
consumers in need.”

Bank regulators, including
the Federal Reserve Board and
the Federal Deposit Insurance
Corp., in May issued joint
guidance for banks that seek
to offer “responsible small-
dollar loans.”

The proposal to restrict the
payday loan industry, years in
the works, was introduced in
late 2017, days before Richard
Cordray, the Obama-appointed
director, left the bureau. The
bureau soon put the proposal
on hold and revised it before fi-
nally rescinding it on Tuesday.

WASHINGTON—A Trump
administration decision to roll
back an Obama-era effort to
rein in payday lenders was de-
nounced by consumer advo-
cates and Democrats but wel-
comed by banks seeking to
enter the market for high-in-
terest consumer loans.

The Consumer Financial Pro-
tection Bureau on Tuesday for-
mally repealed a key provision
of a proposed regulation re-
quiring lenders to verify bor-
rowers’ incomes to ensure that
they can afford to repay the
loans, which charge annual in-
terest rates as high as 400%. At
the same time, the bureau said
it would move ahead with an-
other provision that limits how
often lenders can access bor-
rowers’ bank accounts in their
attempt to collect payments.

In a statement, CFPB Direc-
tor Kathleen Kraninger said
the bureau’s action would “en-
sure that consumers have ac-
cess to credit from a competi-
tive marketplace, have the best
information to make informed
financial decisions, and retain
key protections without hin-
dering that access.” She said
the bureau “will continue to
monitor the small-dollar lend-
ing industry and enforce the

BY YUKA HAYASHI

End of Payday Lending Effort Faulted

dent of the Federal Reserve
Bank of Boston, said in an in-
terview Wednesday. “So
there’s an insurance element
against the pandemic, as well
as meeting an immediate need
of some borrowers.”

The Main Street Lending
Program aims to lend to com-
panies contending with the
economic fallout from the pan-
demic, but it has struggled to
get off the ground since it was
announced in April. Its rollout
was held up by negotiations
over terms, while bankers have
expressed skepticism that many
borrowers that need help will

be eligible to access the loans.
Of the five largest U.S.

banks by assets, only Bank of
America Corp. has indicated
that it plans to make Main
Street loans available to new
customers. Three others—
Wells Fargo & Co., Citigroup
Inc. and U.S. Bancorp.—said
they plan only to serve existing
customers. JPMorgan Chase &
Co. didn’t say whether it
planned to lend to new cus-
tomers through the program.

Almost 11,000 federally in-
sured banks and credit unions
could be eligible. Mr. Rosen-
gren said that 260 lenders have

completed the registration pro-
cess, while another 174 are still
signing up.

He acknowledged that it is
“going to take some time for
banks and borrowers to be-
come familiar with the pro-
gram” but that he fully expects
demand to pick up.

Under the program, banks
will lend between $250,000
and $300 million to businesses
that were creditworthy before
the economic crisis began. A
Fed facility will then buy a
95% stake in those loans, leav-
ing originating banks with 5%
of the credit risk.

WASHINGTON—The Federal
Reserve’s $600 billion lending
program for medium-size
businesses hasn’t attracted
much interest yet, but that is
likely to change if the U.S.
economy takes a turn for the
worse amid rising coronavirus
cases, said the official who
runs the program.

“The likelihood that we con-
tinue to have serious problems
with the infections means that
businesses are likely to be dis-
rupted for a longer period of
time,” Eric Rosengren, presi-

BY PAUL KIERNAN

Fed Official Sees Likely Need for Loan Program

CFPB Director Kathleen Kraninger said the action would ensure that
consumers have access to credit from a competitive marketplace.
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dex is down 18% over the
past month.

Another group of stocks
that have suffered? Large
event operators, which have
been hit with cancellations of
festivals, concerts and other
mass gatherings. Live Nation
Entertainment Inc. is down
21% over the past month.

It is a contrast to the rela-
tively muted action across
the S&P 500 as a whole, as
well as the furious rally in
technology stocks that has
taken the Nasdaq Composite
to fresh highs and the market
capitalization of Amazon.com
Inc. above $1.5 trillion in
July.

What is clear is that inves-
tors don’t believe the stock
market is devoid of opportu-

nities.
Many are just choosing to

steer clear of bets that hinge
on millions of Americans
soon being able to freely
shop, travel and entertain the
way they used to a couple
months ago.

It is reminiscent of how
bank stocks fell behind the
market for years after the
S&P 500’s financial crisis low,
market research firm Strate-
gas said in a note.

After a brief pop, the sec-
tor was effectively “dead
money for years.”

The broader market might
look relatively calm these
days. But underneath the sur-
face, investors are clearly
fleeing stocks tied to an or-
derly reopening.

Shares of banks, casinos and airlines have fallen behind the
broader market again as rising coronavirus cases have forced
some states to slow down or halt their reopening plans.

Share-price and index performance over the pastmonth

Source: FactSet
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AUCTIONRESULTS
Here are the results ofWednesday's Treasury
auction. All bids are awarded at a single price at the
market-clearing yield. Rates are determined by the
difference between that price and the face value.

NINE-YEAR, 10-MONTHNOTES
Applications $78,612,577,600
Accepted bids $31,544,209,100
" noncompetitively $3,836,200
" foreign noncompetitively $0
Auction price (rate) 99.733486

(0.653%)
Interest rate 0.625%
Bids at clearing yield accepted 79.05%
Cusip number 912828ZQ6

The notes, dated July 15, 2020,mature onMay 15,
2030.

Despite European Central
Bank President Christine
Lagarde’s statement earlier
this year that it isn’t the cen-
tral bank’s job to close
spreads, that is precisely what
it has done.

The cost of borrowing for
Europe’s riskiest governments
has returned to pre-coronavi-

rus levels, indi-
cating that the
central bank
has effectively

created a backstop to the mon-
etary union’s debt market.

The spread, or difference
between yields, on Greek and
Italian government bonds com-
pared with German bonds
Wednesday hovered near the
tightest level since before
panic about the coronavirus
overtook markets. The differ-
ence between the yields on eu-
rozone countries’ bonds is
seen as a barometer of finan-
cial stress in the region. The
wider the spread, the more
worried investors are.

The yield on Greece’s 10-
year debt was at 1.029% and It-
aly’s at 1.205%, on Wednesday
according to Tradeweb, the
lowest since March and below
where they began the year. For
both, that is over a full per-
centage point less than at the
height of the turmoil. Bond
prices rise as yields fall.

“If you know that the ECB is
there to protect the spread
market, why would you want
to bet against it?” said Peter
Schaffrik, a global macro strat-
egist at RBC Capital Markets.
The central bank “has made
huge contributions to stability
in financial markets. The mar-
ket is reassured.”

This is despite historic con-
tractions in European coun-
tries’ economies resulting from
the lockdowns and a surge in
debt issuance as governments
seek to fund their fiscal stimu-
lus programs.

Italy was the first country
in the region to implement a
lockdown in early March and
subsequently its economy is
expected to be the worst-hit in
the trade bloc in 2020. The Eu-
ropean Commission is fore-
casting that it will shrink
11.2%. Greece is predicted to
contract by 9%, compared with
an expected decline of 8.7%
across the euro area.

Ms. Lagarde said on March
12 that the ECB was “not here
to close spreads.” After a
sharp selloff in southern Euro-
pean government debt, she
quickly pivoted to echo the
rhetoric of her predecessor.
Mario Draghi, pledging to do
“everything necessary” to help
the eurozone through the cri-
sis. Six days later, the ECB an-
nounced a €750 billion
($846.84 billion) bond-buying
program, which was expanded
to €1.35 trillion June 4.

This program is expected to
vacuum up net issuance of
government debt through to
next year, according to re-
search from J.P. Morgan Asset
Management.

Also providing reassurance
to investors is the European
Recovery Fund, a €750 billion
plan put forward by the Euro-
pean Commission which is
backed by heavyweights Ger-
many and France. It proposes
to provide capital to EU coun-
tries through a mix of grants
and loans.

In the U.S., yields on bench-
mark 10-year Treasury notes
rose to 0.656% from 0.648% on
Tuesday.

—Pat Minczeski
contributed to this article.

BY ANNA HIRTENSTEIN

ECBHelps
Close Gap
On Bond
Risk Levels

CREDIT
MARKETS

Lagarde backed
away from her initial
position on being a
backstop.

An American Airlines check-in site. The airline’s shares are among those that have declined lately as a result of rising virus cases.

Bets on a relatively smooth
reopening of businesses
across America are fizzling
out in the stock market.

Shares of hotels, airlines,
restaurants and other compa-
nies that have been heavily
affected by coronavirus-re-
lated lockdowns initially
perked up when states began
easing restrictions on busi-
ness and travel.

But as the number of coro-
navirus cases has risen across
the U.S. and some states have
halted their reopening plans,
many of those stocks have
fallen behind again—a sign
that investors are skeptical
there will be a full turn-
around soon.

The S&P 500 is trading at
roughly the level it was one
month ago.

In contrast, shares of
American Airlines Group
Inc., Norwegian Cruise Line
Holdings Ltd., Carnival Corp.
and Wynn Resorts Ltd. have
each fallen at least 27% over
the same period.

Bank stocks have also
taken a heavy hit—no sur-
prise, given that downbeat
projections for economic
growth over the next year
suggest banks’ lending busi-
nesses will remain under
pressure for some time.

The KBW Nasdaq Bank In-

BY AKANE OTANI

Bets on
Business
Reopenings
Lose Steam

tors are looking for safety.
Gold prices are hovering at

the highest level since 2011.
On Wednesday, the most ac-
tively traded gold futures rose
0.6% to $1,820.60 a troy ounce
on the Comex division of the
New York Mercantile Ex-
change. Prices are up nearly

20% for the year and about 4%
below their record of $1,891.90
from August 2011.

Meanwhile, shares of ho-
tels, airlines, restaurants and
other companies that have
been affected by coronavirus-
related lockdowns have fallen
over the past month.

don’t invest in commodities to
add gold to their portfolios.
Adding to the excitement in the
sector: Big-name money man-
agers like Ray Dalio, Jeffrey
Gundlach and Paul Tudor Jones
have touted the benefits of
owning the metal in recent
months.

While stocks and other risky
assets have also climbed lately,
many analysts project a bumpy
economic recovery that still
boosts gold.

“It just seems like the mo-
mentum is going to continue,”
said Chris Mancini, an analyst
at the Gabelli Gold Fund.
“We’re starting to see more
and more broad interest from
people who don’t know much
about gold and are trying to
learn about the story.”

Shares of gold-mining com-
panies like Newmont Corp. and

Barrick Gold Corp. have soared
in recent weeks, bringing their
year-to-date advances above
45%.

Precious metals are also get-
ting a boost from unease about
November’s presidential elec-
tion and fresh geopolitical con-
flicts around the globe. Uncer-
tainty about the relationship
between the U.S. and China
continues to stoke anxiety for
investors. A border dispute be-
tween India and China and ten-
sions between North and South
Korea are also supporting gold
demand.

“You’ve got a perfect storm,”
said Rhona O’Connell, head of
market analysis for EMEA and
Asia at StoneX Group Inc.
“There’s all sorts of tensions
creeping in.”

At the same time, investors
are monitoring inflation expec-

tations. Projections that fiscal
and monetary stimulus could
eventually lift consumer prices
faster than interest rates while
devaluing traditional currencies
are fueling some bullish gold
bets. Inflation has remained
low over the past decade, how-
ever, defying predictions for a
bullion-lifting acceleration in
prices.

Persistently low inflation in
the years following the finan-
cial crisis dragged down gold
from its 2011 peak. Some ana-
lysts say this economic cycle
could be different, wagering
that immense bond buying by
the Federal Reserve and gov-
ernment spending will eventu-
ally cause inflation.

“We’re looking at stimulus
that’s an order of magnitude
larger than what we saw after
the financial crisis,” said Joe

Foster, who manages the Van-
Eck International Investors
Gold Fund. “it’s hard to imagine
that inflationary pressures
won’t develop.” Mr. Foster ex-
pects gold prices to test $2,000
in the next six to 12 months
and that the company has re-
ceived more investor interest
for its gold products lately.

Hedge funds and other spec-
ulative investors lifted net bets
on higher gold prices in three
consecutive weeks through
June 30, pushing them to a
two-month high, Commodity
Futures Trading Commission
data showed. Investors have
also been flocking toward
gold’s precious-metal peer, sil-
ver, in recent weeks.

On Wednesday, most ac-
tively traded silver futures rose
2.5% to $19.161 a troy ounce,
also extending a recent climb.

Nearly $40 billion flowed
into gold-backed exchange-
traded funds in the first half of
the year, topping the previous
annual record and highlighting
robust investor demand for
precious metals during the cor-
onavirus pandemic.

The flood of money moving
into the gold market comes

with bullion
prices rising
to their high-

est level in nearly nine years.
On Wednesday, the most ac-
tively traded gold futures rose
0.6% to $1,820.60 a troy ounce
on the Comex division of the
New York Mercantile Exchange.
Prices are up nearly 20% for
the year and about 4% below
their record of $1,891.90 from
August 2011.

Driving the rally are a burst
of haven buying from skittish
investors along with ultralow
interest rates amid central
banks’ efforts to prop up the
world economy. Low rates
make owning gold more attrac-
tive for investors because the
precious metal doesn’t offer
any yield simply for holding it.

With those trends lifting in-
vestor demand for the haven
metal, $39.5 billion flowed into
gold-backed ETFs in the first
six months of the year, World
Gold Council figures published
Tuesday show. That topped a
previous annual record hit in
2016 and pushed global gold
ETF holdings to a record.

These funds like SPDR Gold
Shares have grown more popu-
lar because they are an easy
way for investors who generally

BY AMRITH RAMKUMAR

Gold ETFs Add Record $40 Billion
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parts of the country, and ten-
sions have risen between
China and the U.S.

“I would characterize the
stock market as relatively im-
mune to the [health] crisis,”
said Gregory Perdon, co-chief
investment officer at Arbuth-
not Latham & Co., a U.K. pri-
vate bank. It is difficult for
stock prices to go down when
stimulus measures by the Fed-
eral Reserve and European
Central Bank have pinned
down bond yields, he added.

That has been on display
this week.

The Nasdaq Composite
added 148.61 points, or 1.4%,
to a record 10492.50.

The S&P 500 advanced
24.62 points, or 0.8%, to
3169.94, led by shares of tech-
nology companies. The Dow
Jones Industrial Average
gained 177.10 points, or 0.7%,
to 26067.28.

Despite the recent stock
gains, there are signs inves-

“There’s definitely never
been more unknown unknowns
out there,” said Nancy Davis,
portfolio manager of the Qua-
dratic Interest Rate Volatility
and Inflation Hedge Exchange-
Traded Fund. “We’ll have to
see whether the economy can
stay open and people can get
back to work.”

The unemployment rate fell
in June but still hovered at
11.1%.

Chinese shares resumed
their recent spurt, pushing the
Shanghai Composite Index up
1.7%. Early Thursday, the
benchmark was up 0.2%.

The index has advanced 8%
this week as individual inves-
tors bet that a recovering
economy will boost profits.

At midday Thursday in To-
kyo, the Nikkei 225 Stock Av-
erage was up 0.2%, Hong
Kong’s Hang Seng Index was
flat and South Korea’s Kospi
was up 0.5%. U.S. stock futures
were down slightly.

U.S. stocks rose while main-
land Chinese shares extended
their winning streak for a sev-
enth day.

Major indexes wavered for
much of the day before turn-
ing higher late in the session.

The jump
helped claw
back losses
from the prior

session, when the S&P 500 fell
and snapped its five-session
winning streak.

Stocks have traded in a nar-
row range for the past month,
after zipping higher for much
of the second quarter.

Investors have been weigh-
ing stimulus efforts by central
banks and governments
against signs that the rebound
in U.S. economic growth has
lost speed.

Meanwhile, there has been
a jump in coronavirus cases in

BY JOE WALLACE
AND GUNJAN BANERJI

Chinese Stocks Extend Rally to a Seventh Day
Index performanceWednesday

Source: FactSet
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Apple Is Ripe for a Setback
Wall Street isn’t yet factoring in an iPhone launch delay

Investors Should
Beware of Bargains
At Shopping Malls
Rental income will be under pressure long after
the pandemic has passed for retail landlords

After years of worrying about e-
commerce, mall owners face another
unwelcome reckoning from the pan-
demic. Their stocks appear cheap,
but investors are better off window
shopping until the long-term hit to
rental income is understood.

Retail real-estate investment
trusts have been among the biggest
losers in this year’s health crisis.
Shares in Europe’s Unibail-Ro-
damco-Westfield, which owns
Westfield-branded shopping centers
in London and San Francisco, have
fallen by almost two-thirds this
year. The market value of U.S. peer
Simon Property Group has halved.
On paper, these once-dependable
stocks now come with dividend
yields of around 10% even after
slashing payouts.

Shopping centers used to offer a
reliable source of income—one rea-
son why they traditionally appealed
to pension funds. This also explains
why mall REITs headed into this cri-
sis brimming with debt. European
names have average net borrowings
of 13.4 times projected earnings be-
fore interest, taxes, depreciation and
amortization, according to property
consultant Green Street. U.S. peers
carry slightly less. It is increasingly
difficult to judge where their rental

The second quarter probably
wasn’t as horrible for U.S. compa-
nies as estimates suggest. That
hardly counts as an all-clear signal
as the Covid-19 crisis reasserts itself.

With results about to start roll-
ing in, analysts polled by Refinitiv
estimate that second-quarter earn-
ings at companies in the S&P 500
will show a drop of 43.9% from a
year earlier. That is far worse than
the 11.7% decline they forecast at
the outset of the quarter, when it
was clear the crisis was buckling
the economy.

There is a tendency for analysts
to set a low bar for earnings even
in normal times. In the second
quarter that tendency may have
gone into hyperdrive. This is be-
cause the bulk of the downward
revisions happened early in the
quarter, before it was clear the
economy had started bouncing
back. That bounceback hasn’t
spurred many upward revisions.

At the outset of the quarter, earn-
ings for industrial companies in the
S&P 500 were expected to decline
by 32.8%, and by the end of May,
that drop was marked down to 88%.
Now estimates are calling for an
89.1% decline. The pickup in indus-
trial activity that was reflected in
the Institute for Supply Manage-
ment’s better-than-expected June
manufacturing report last week
seems not to have registered.

Similarly, earnings for consumer
cyclical companies were expected
to slip by 33% at the start of the
quarter, by 109.7% at the end of
May (in other words, to show out-
right losses), and are now pegged
to fall by 114%. Yet the Commerce
Department’s May retail sales re-
port, released in mid-June, showed
a much bigger bounce from April
than economists expected. Even
though credit-card data suggest
sales have softened recently as cor-

onavirus caution flags have gone
back up, spending in June looks to
have improved from May’s level.

Analysts’ difficulty figuring out
what is happening on the ground
has probably amplified their cau-
tion. Over 40% of companies in the
S&P 500 have withdrawn guidance,
leaving analysts flying blind. Mean-
while, many techniques analysts use
to decipher what is happening with
their companies, such as factory
tours and store checks, have been
put on hold.

Even if companies beat current
estimates handily, there is no cer-
tainty their results will be met with
glee. The torrid recovery in stocks
suggests any good news on earn-
ings may have been baked in even
as more recent news on Covid calls
into question the rapid improve-
ment analysts expect following the
second quarter. Current forecasts
show S&P 500 earnings slipping
24.7% in the third quarter, 13.2% in
the fourth quarter and then gaining
12.2% in the first quarter.

That could be a stretch.
—Justin Lahart

Change in S&P 500
second-quarter earnings estimates
froma year earlier

Source: IBES data from Refinitiv
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Many have joked that seated
Zoom calls have eliminated the need
for new pants. Levi Strauss & Co.
shareholders aren’t laughing.

The brand’s revenue dropped 62%
in the quarter ended May 24 com-
pared with a year earlier, and the
company swung to a net loss.

A couple of factors compounded
the poor performance: One was that
its business is pants-focused. The
company said on a Tuesday earnings
call that its tops business, which ac-
counted for 21% of sales last fiscal
year, fared better in the last quarter.
Aside from the aforementioned issue
of presentability on camera, custom-
ers might be less comfortable buy-
ing pants online without the ability
to try them on. The second factor
was the timing of its quarter, which
encompassed the peak pandemic
months of March, April and May.

Nike, another apparel brand with
a similar reporting period, saw reve-
nue drop by a much milder 38%. Its
share price is down 4% year to date

accounted for 5% of total sales a
year earlier, brought in 15% last
quarter. The acceleration in online
selling means the company’s e-com-
merce business will be profitable for
the full year, ahead of expectations.

And while denim isn’t an up-and-
coming growth category like athletic
wear, Euromonitor still predicts the
market will grow 2% to 3% a year in
the U.S. The jeans maker’s domestic
brand awareness is topped only by
Nike, according to a survey con-
ducted by UBS Research last year.

Like many of its peers, the com-
pany is using the bad months to fo-
cus its attention where it matters,
including high-tech initiatives in de-
sign and product development.

Levi Strauss has weathered a lot
of storms in its 167-year history. The
depth of its latest swoon, a blip in
the long run, might present a buying
opportunity. If any apparel maker
can look even more stylish after be-
ing stretched and torn, it is this one.

—Jinjoo Lee

Levi Strauss Looks Faded in a Pandemic
compared with a 34% decline for
Levi Strauss, which dropped 8.4% on
Wednesday.

While its recent results were
markedly weaker, Levi Strauss’s re-
treat seems excessive for a company
that has posted solid performance

over the past few years.
It seems to be faring far better

where bricks-and-mortar sales have
resumed. As stores reopened, Levi
Strauss stopped burning cash and
saw positive cash flow in June. Al-
most 40% of reopened stores saw
sales numbers exceed year-ago lev-
els last month. E-commerce, which

Almost 40% of reopened
stores saw sales
numbers exceed year-
ago levels last month.

The company has launched new iPhones in the last half of September every year since 2012. CEO Tim Cook last year.
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Wall Street is so over the moon
about Apple Inc.’s next iPhone that
few seem to care when it will actu-
ally arrive.

Up 12% over the past month,
Apple is one of only four Dow
components positive for that pe-
riod. The company is also valued
at more than $1.6 trillion—second
only to Saudi Aramco globally.

That is quite a run for a com-
pany that makes the bulk of its
money selling gadgets produced in
the global pandemic’s ground zero.
What is more, the current hype is
mostly over one gadget in particu-
lar; analysts widely expect Apple
to launch its first 5G iPhone this
fall.

Apple has put new iPhones on
the market in the last half of Sep-
tember every year since 2012. The
pandemic has understandably
thrown a wrench into the com-
pany’s production machine,
though, given its impact on Chi-
nese factories and travel to and
from the mainland. The Wall
Street Journal reported in April
that production of this year’s flag-
ship iPhones was pushed back by
about a month. Broadcom effec-
tively confirmed that delay in its
own earnings report last month
when the chip maker warned it
wouldn’t see the normal third-
quarter seasonal uptick from “our
large North American customer”
until its fiscal fourth quarter,
which ends in October.

income will settle in the future. Less
than one-third of rent due for April
was collected by U.S. mall landlords,
according to Fitch Ratings.

Permanent rent cuts will be
needed to avoid a rise in vacan-
cies. Even well-funded interna-
tional brands like Swedish fashion
chain H&M are negotiating reduc-
tions of up to 25%. Bankruptcies of
department stores such as J.C.
Penney could be especially tricky:
So-called cotenancy clauses in the
U.S. allow retail renters to break
leases without penalty if big an-
chor tenants aren’t replaced within
a year to 18 months.

The pandemic has also acceler-
ated the existing threat posed by e-
commerce to retail landlords. By
the end of this year, 23% of all total
European apparel spending will be
online, according to Bernstein esti-
mates, up from 18% in 2019. The
U.S. faces a similar ramp-up in e-
commerce when it has record levels
of physical shopping space. Today,
there are nine malls for every mil-
lion households, UBS data shows.
This is up from eight in 1980 when
e-commerce didn’t exist.

Debtholders are bearish about
the creditworthiness of mall ten-
ants. The yield on 10-year bonds is-
sued by fashion brands in Europe
has increased by nearly 4 percent-
age points since March to 6.6%, ac-
cording to Green Street’s Rob
Virdee. The 2.1% average yield for
issuances by retail landlords seems
complacent by comparison.

The real estate they own is
some comfort for both stock and
bondholders, but valuations are
highly uncertain right now. Enter-
prise values, which include debt as
well as market values, offer a good
indication of how investors are
pricing Covid-19’s impact on un-
derlying property portfolios.
URW’s enterprise value has fallen
by a modest 15% this year, while
Simon Property’s has fallen 35%.

With shopping malls facing a
turbulent future, bargain-hunters
on the stock market may find bet-
ter deals elsewhere.

—Carol Ryan

That means the new iPhones are
unlikely to contribute to Apple’s
own fiscal fourth quarter that ends
in September. But most analysts so
far don’t seem to be factoring in a
delay. Wall Street’s consensus esti-
mate for iPhone revenue in that
quarter hasn’t changed in the past
two months, according to FactSet.
Analysts are also predicting a 20%
sequential jump in overall revenue
for the fourth quarter—a bigger
increase than the company has
seen for that period since it began
launching new iPhones each Sep-
tember.

Apple has historically been
loath to give even vague hints of
future product plans. The company

might therefore find itself in a
bind when it reports fiscal third-
quarter results on July 30, as that
report typically includes a revenue
forecast for the fourth quarter.

Raymond James analyst Chris
Caso helpfully suggested on Tues-
day that Apple simply should
avoid giving guidance, as it did in
its last report because of the un-
certainty created by the pandemic.
Or the company could simply ad-
mit that the pandemic has forced
it to tweak its normal launch
plans. After all, Apple fans will
line up for new devices whenever
they go on sale—provided they can
still afford them.

—Dan Gallagher

Apple’s iPhone revenue for fiscal third and fourth quarters*

Sources: the company (actual); FactSet (forecast)
* Fiscal year ends in September.
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OVERHEARD
The Brooks Brothers bankruptcy

is a sign of the times, the culmina-
tion of trends from working from
home to e-commerce to casual
dress on Wall Street.

Indeed, the brand has a place in
several moments of U.S. history.
There was the “Brooks Brothers
riot” of November 2000, when sup-
porters of George W. Bush tried to
rush the doors of the office of the
Miami-Dade supervisor of elections.

Or consider that cultural arche-
type of the 1980s: the yuppie. In
that decade, stories about this de-
mographic were almost always ac-
companied by some of their favor-
ite brands, Brooks Brothers among
them. A 1990 Wall Street Journal

article about the demise of the yup-
pie in marketing began this way:
“They have adjusted their Brooks
Brothers suspenders, glanced at their
Rolex President watches and
marched off in their Cole Haan loaf-
ers. Perhaps never to return.”

Being founded in 1818, Brooks
Brothers existed well before yuppies
and survived them by a few years
still. More recently, a surprising epi-
thet is sometimes attached to the
brand. One Etsy listing describes a
Brooks Brothers argyle sweater as
“hipster,” and an eBay listing used
the same term to describe one of
its tan leather garment bags. Brooks
Brothers’ legacy may live on in the
closets of the yuppies’ children.

Earnings Forecasts Are
Too Dire, but Be Careful

Dividend yield

Source: FactSet
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