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What’s
News

�Trump’s transition team
was shuffled and power con-
solidated, pushing out the
ex-chairman of the House
Intelligence Committee. A1
�Trumpwill begin his
presidency with more poten-
tial conflicts of interest and
less financial transparency
than his predecessors. A6
� Former New YorkMayor
Giuliani is the leading candi-
date to be Trump’s nominee
for secretary of state. A6
�House Republicans nom-
inated Ryan for his first full
term as speaker in a show of
unity after the GOP win. A6
�House Minority Leader
Pelosi delayed a vote for
Democratic caucus leaders
until after Thanksgiving. A6
� Putin dismissed Rus-
sia’s economy minister af-
ter a court placed the offi-
cial under house arrest on
bribery charges. A1
� Syrian rebels and re-
gime forces in Aleppo are
massing along a 5-mile-
long front line as they gird
for intensified battles. A3
�Russia resumed large-
scale airstrikes around Syria,
which the U.S. and its allies
fear could lead to a devastat-
ing assault on Aleppo. A3
�An Egyptian court over-
turned a death sentence
against Morsi, who was
ousted as leader in 2013. A3
�Germany banned a group
it accused of recruiting some
140 jihadists under the cover
of promoting Islam. A3
�Obama urged Europe to
resolve debt-crisis issues and
favor growth over austerity
after talks in Greece. A4

Social-media firms are
being forced to confront

misinformation and hate
speech on their sites amid
continuing complaints. A1
� Land Securities swung
to a loss on a post-Brexit
drop in U.K. property val-
ues, while London office
construction has slowed. B1
� EasyJet said profit fell
22% in fiscal 2016 and sig-
naled a decline this year on
Brexit’s lingering impact. B2
�United Continental said
that it would postpone re-
ceiving dozens of new Boe-
ing jets to trim spending. B2
�VW and its Audi unit
could face higher emissions-
litigation costs in the U.S. af-
ter Audi was hit with two
new class-action suits. B4
� Jaguar Land Rover plans
to deliver an electric SUV in
2018 to compete with Tesla’s
Model X and other rivals. B4
� Bank sharesmay be un-
dervalued, some investors
say, as rates rise and expec-
tations of lower taxes and
less regulation grow. B1
� Fed stress tests have im-
proved oversight of U.S.
banks, a report said, but
criticized some aspects. B6
� AIG is selling its last re-
maining life-insurance
business in Asia to Hong
Kong’s Pacific Century. B6
�Vodafone said it remains
on track to meet its full-
year goals despite posting a
wider first-half loss. B3
�GE said it would buy a pair
of tech startups as it moves
to expand in software. B3
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Moscow Resumes Fire in Besieged Syria
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LAUNCH: A Russian frigate in the Mediterranean Sea fired a cruise missile Tuesday, as Moscow said it began an operation against Islamic
State positions in Syria. The U.S. and its allies are concerned that the resumption of strikes could worsen a humanitarian crisis. A3

FIRMS BETONNEXT FOURYEARS
One possibility for U.S. businesses is a fusion of populist and establishment agendas

What Comes Next
� Andrew Browne: U.S. workers would
lose in Chinese trade war.................... A2

� Republicans nominate Ryan for House
Speaker............................................................. A6

� Giuliani seen as top pick for
secretary of state...................................... A6
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WASHINGTON—Former
House Intelligence Committee
Chairman Mike Rogers has left
President-elect Donald Trump’s
transition team amid a major
shuffle and power consolida-
tion that has pushed out multi-
ple key figures.

Mr. Rogers, a Republican
who represented Michigan un-
til last year, held a central role
overseeing the national-secu-
rity transition process for Mr.
Trump’s team, having joined
the process before last week’s
election. But he is considered a
close ally of New Jersey Gov.
Chris Christie, and several
people close to Mr. Christie
were removed from the transi-
tion team in recent days amid
a shake-up.

Ben Carson has declined
an offer to become the next
secretary of Health and Hu-
man Services, a spokesman
said Tuesday. Dr. Carson, a
retired neurosurgeon, was
among the first of Mr.
Trump’s Republican primary
rivals to endorse him and he
served as one of the presi-
dent-elect’s primary surro-
gates during the campaign.

Presidential transitions can
be intense, with the winning
nominee and staff members,
often exhausted from months
of campaigning, forced to
make pivotal decisions just
weeks before the Jan. 20 inau-
guration. President Barack
Obama named his chief of staff
shortly after he was elected
but it was almost three weeks
before he named his economic
team and an additional week
before he named his national-
security team.

The Trump transition team
Please see TEAM page A8

BY DAMIAN PALETTA
AND CAROL E. LEE

Shake-Up
Slows
Trump
Transition
Process

tion with investor bets on new infra-
structure spending and passage of
corporate tax breaks.

Yet within nearly every sector, in-
cluding energy, finance, media and
technology, the competing ideas em-
bodied in the president-elect’s past
statements and roster of advisers need
to be resolved before the economic pic-
ture clears.

Construction companies are en-
thralled by the prospect of a push on
infrastructure spending, but are ner-
vous over tariffs on imported goods or
curbs on immigration. Big banks are
heartened by the prospects of a regu-
latory retreat, but are concerned
about attacks over their size. Media
and telecommunications giants want
Republicans to pump the brakes on
rules governing internet traffic, but
are wary of a more aggressive anti-
trust assault.

One possibility is a fusion of the
populist and establishment agendas
that yields a bigger federal role in in-
frastructure or antitrust policy, for in-
stance, along with a lighter govern-
ment touch on energy and banking.

Please see TRUMP page A8

U.S. businesses witnessed two
very different sides of Donald Trump
during the presidential campaign—
the populist who railed against
elites, global trade and unchecked
immigration, and the more tradi-
tional Republican who promised to
temper the regulatory state and
overhaul the tax code.

Whatever view, or combination of
views, that emerges from the White
House will chart the course of Ameri-
can corporations for the next four
years.

The stock market has clearly made
its initial call, including a climb of
more than 3% in the Dow Jones In-
dustrial Average since the Nov. 8 elec-

BY NICK TIMIRAOS AND TED MANN

During the court hearing,
Mr. Ulyukayev denied the
charges but said he was ready
to cooperate with the investi-
gation. “I am determined to
cooperate as much as possible
with the investigation, it is in
my objective interests because
I want to save my reputation
and my good name,” Mr. Ulyu-
kayev said.

Mr. Ulyukayev’s arrest was
the highest-profile detention
of a sitting government offi-
cial since Mr. Putin came to
power in 2000.

Kremlin spokesman Dmitry
Peskov told state news agen-

cies that the president had
been “informed at the moment
the operation began.” He
wouldn’t specify when the
president had become in-
volved, saying only that it was
“a certain, significant amount
of time.”

The 60-year-old Mr. Ulyu-
kayev served in the finance
ministry and in Russia’s cen-
tral bank before becoming
economy minister in 2013. His
detention set political observ-
ers abuzz.

Speculation has centered on
whether the Kremlin is plan-

Please see RUSSIA page A4

Continuing complaints
about misinformation and
hate speech on the internet
are forcing social-media com-
panies to confront whether
they need to take more re-
sponsibility for the content
on their sites.

Twitter Inc. on Tuesday
said it would let users block
notifications of tweets that in-
clude specific words, among
other moves, in an effort to
combat harassment on the
short-messaging service.

On Monday, Facebook Inc.
said it would bar websites that
post fabricated or misleading
news articles from using its
ad-selling tools. But it is un-

Please see SOCIAL page A2

By Deepa
Seetharaman,
Jack Nicas and

Nathan Olivarez-Giles

Social Media
Confronts
False News,
Harassment

MOSCOW—Russian Presi-
dent Vladimir Putin dismissed
Economy Minister Alexey Uly-
ukayev for “breach of trust,”
the Kremlin said on Tuesday,
after a Moscow court placed
the economist and technocrat
under house arrest on bribery
charges.

Russia’s Investigative Com-
mittee said Mr. Ulyukayev had
been detained late Monday and
was accused of accepting a
bribe of $2 million for the pri-
vatization of a midsize oil
company in October.

BY LAURA MILLS

Russia Ousts Minister
Detained in Bribery Case

crackdown ever from its finan-
cial regulator: a $440,000 fine
against Mossack Fonseca’s BVI

Please see BVI page A2

On a visit to Hong Kong and
mainland China in October, of-
ficials from the British Virgin
Islands urged businesses and
families to register companies
and store assets in their Carib-
bean isles.

Since April’s “Panama Pa-
pers” leak of documents from
law firm Mossack Fonseca, that
is an increasingly hard sell.

For decades, the British Vir-
gin Islands was a cheap and
popular place to set up com-
panies for investments or
transactions. But an already
fragile reputation for trans-
parency and tax reporting was
shaken by allegations that
Mossack Fonseca clients used
BVI companies to launder
money and hide wealth from
tax authorities.

Mossack Fonseca denies
any wrongdoing.

The BVI government an-
nounced Tuesday the biggest

BY MARGOT PATRICK

Cash Haven Finds
Clients Turn Wary

Shell Shock
Company registrations in BVI are
on the decline.

*Through Q2 2016
Source: BVI Financial Services Commission
THE WALL STREET JOURNAL.

70

0

10

20

30

40

50

60

thousand

2012 ’13 ’14 ’15 ’16*

CURRENCY
SWITCH

PINCHES INDIA

WORLD, A5

THE JOB
INTERVIEW
DO-OVER

LIFE & ARTS, A9

INSIDE

W
IL
FR

E
D
O
LE

E
/A

S
S
O
CI
A
TE

D
P
R
E
S
S

UNDERARMOUR
IS LIVE.
SAP HANA® helps Under Armour
instantly predict and fulfill the needs
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U.S. Workers Would Lose in China Trade War

SHANGHAI—Nobody wins
in a trade war. If Donald
Trump sparks one with China,
among the losers will be some
of his most ardent supporters:
blue-collar workers who
helped him win.

In fact, they’ll stand to
lose twice. They’ve already
endured stagnant incomes for
decades amid withering trade
competition from China. Mr.
Trump’s threatened tariffs of

45% on all
Chinese im-
ports would
hit their
pocketbooks
again by rais-
ing the price

of pretty much everything on
sale in Wal-Mart.

Nor is there convincing evi-
dence that punitive tariffs
would bring back jobs lost to
China. American factory work-
ers are threatened more by
automation than by Chinese
sweatshops. Derek Scissors, a
trade specialist at the Ameri-
can Enterprise Institute, says
that sanctions intended to
compensate for manufacturing
losses “will cause Americans
pain and bring little gain.”

S till, Mr. Trump is under
pressure to take action
against China—even if

it means imposing an effec-
tive tax on his political
base—after making its unfair
trading practices a corner-
stone of his campaign. He

called it “the greatest theft
in world history.”

More than that, Mr.
Trump’s hard-line advisers
see trade as a weapon in a
broader geopolitical contest.
Wall Street investors who
blithely discount a trade war
should read “Crouching Ti-
ger: What China’s Militarism
Means for the World,” a book
by a member of this group,
Peter Navarro, an economist
at the University of Califor-
nia, Irvine. In buying made-
in-China products, he writes,
“We as consumers are help-
ing to finance a Chinese mili-
tary buildup,” warning that
“we will have only ourselves
to blame when the bullets
and missiles begin to fly.”

The same advisers are

urging Mr. Trump to label
China a currency manipula-
tor for suppressing the value
of the yuan to boost ex-
ports—even though Beijing is
burning through its foreign-
exchange reserves to prop up
the yuan as it battles capital
flight in a slowing economy.

If the U.S. turns inward,
China will seize an opportu-
nity. Immediately after Mr.
Trump’s election, which
doomed a U.S.-led free-trade
pact, China announced it
would seek support for its
own regional trade deal at a
gathering of Asia-Pacific
leaders in Peru this week.

Whether, or how, Mr.
Trump follows through on
his trade threats will offer
early clues to an unsettled

question: Is he an isolationist
or a foreign-policy hawk?

H is “America First”
campaign rhetoric, and
vows to make allies

pay more for their defense,
suggested a U.S. pullback from
East Asia. But his advisers are
now pushing an alternative
concept called “peace through
strength,” which is a souped-
up version of President Barack
Obama’s “pivot” to Asia that
involves a major buildup of
the U.S. Navy.

These radically conflicting
visions have disoriented East
Asia, where the one certainty
since World War II has been
the steadying hand of America.

On Monday, Mr. Trump
spoke by phone with Presi-

dent Xi Jinping. His office
said the two men had estab-
lished a “clear sense of mu-
tual respect.” Chinese leaders
hope Mr. Trump will act like
a businessman—pragmatic,
transactional, open to what
they call “win-win” solutions.
(U.S. executives in China quip
that this generally means
“China wins twice.”)

East Asian countries de-
mand a U.S. president who
will stand up to China. Yet
none want a trade war. It
would shatter economies like
South Korea and Taiwan that
feed China’s manufacturing
supply chains.

A smarter U.S. approach,
argues Mr. Scissors, would
be targeted measures such as
banning Chinese companies

that benefit from stolen in-
tellectual property. These
wouldn’t damage the U.S., he
said, but might change Chi-
nese behavior.

Assessing which side
would lose most in a trade
confrontation is tricky. China
can ill afford a massive loss of
foreign-exchange earnings.
Corporate America is vulnera-
ble to retaliation.

The nationalist-leaning
Global Times, in an opinion
piece, suggested how this
might play out: “A batch of
Boeing orders will be replaced
by Airbus. U.S. auto and
iPhone sales in China will suf-
fer a setback, and U.S. soy-
bean and maize imports will
be halted.”

But that scenario cuts
both ways. A report by the
Rhodium Group, a New York
market-research firm, esti-
mates that U.S. firms have
invested at least $228 billion
in Chinese companies since
1990—about three times
higher than previous esti-
mates and well above invest-
ments from Chinese compa-
nies in the U.S., which
Rhodium puts at $64 billion.

Daniel Rosen, who heads
Rhodium’s China practice,
said that “many basic as-
sumptions about who wins
and who loses in a U.S.-China
dust-up are not grounded in
facts.” He adds: “The costs on
both sides are likely much
higher than previously
thought.”

Sweeping sanctions—as-
suming Republicans in Con-
gress go along with them, by
no means a given—all but
guarantee panic in global mar-
kets, supply-chain mayhem
across the Pacific Rim and
even deeper pain among the
working class that Mr. Trump
has pledged to rescue.

CHINA’S WORLD
ANDREW BROWNE

users is inadequate. Instead,
she said Facebook should hire
more workers to review widely
shared articles and remove
those that are false.

“What he needs to do is
hire more humans instead of
pushing (the responsibility)
onto the end user,” Ms. Gry-
giel said. “Know how much
the community is trained in
identifying fake news?
Zilch.”

In his Saturday post, Mr.
Zuckerberg said Facebook
won’t try to separate fact
from fiction, because defin-
ing the truth is complicated.
“We must be extremely cau-
tious about becoming arbi-
ters of truth ourselves,” he
wrote.

Karen North, director of the
social-media program at the
University of Southern Califor-
nia, agreed.

“Do you really want Face-
book and Twitter deciding
what you can talk about?”
she asked. “It’s a slippery
slope and these companies al-
ready have massive control
over what we see and what
we don’t.”

Facebook has strained to
appear objective, particularly
after reports in May that cer-
tain politically motivated
workers prevented conserva-

tive news from appearing in
its “trending topics” feature.

Executives have been un-
easy about taking steps that
suggest Facebook is restrict-
ing free speech, current and
former employees say. That
has stirred dissent within the
company, with some employ-
ees urging Facebook to do
more to weed out misinfor-
mation, according to two peo-
ple familiar with the matter.
They said the topic was dis-
cussed during an all-hands

meeting Thursday with the
32-year-old CEO.

Google parent Alphabet
Inc. had largely avoided the
controversy around internet
propaganda, because it
doesn’t operate a thriving so-
cial network and because its
search engine rewards web-
sites that are linked to by es-
tablished sites.

Still, the company was
pulled into the debate on
Sunday when a post from a
little-known right-wing blog

erroneously stating that Mr.
Trump defeated Hillary Clin-
ton in the popular vote ap-
peared atop the Google
search results for several
election-related queries. Mrs.
Clinton is leading by almost
700,000 votes in the Journal’s
tabulation.

“In this case we clearly
didn’t get it right, but we are
continually working to im-
prove our algorithms,” a
spokeswoman for Google said
in an email.

clear how Facebook will iden-
tify those sites, and they
might still appear in the more
heavily trafficked news feed, a
source of news for 44% of
Americans, according to Pew
Research.

Both the Twitter and Face-
book moves might fail to ad-
dress many users’ concerns.
They show technology compa-
nies that have grown into
powerful media voices strug-
gling to find a balance be-
tween being havens for misin-
formation and censors of free
speech.

Concerns about false news
stories on Facebook intensi-
fied during the recent U.S.
presidential-election campaign
after erroneous claims were
shared widely on the network,
such as reports that Pope
Francis had endorsed Donald
Trump and that the Clinton
Foundation bought $137 mil-
lion in illegal arms.

Some critics say the social-
media sites should do more to
promote accuracy and civil
discourse. But the companies
are wary of prescribing what
their users should read or how

ContinuedfromPageOne
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they should act.
Facebook Chief Executive

Mark Zuckerberg in a Face-
book post on Saturday played
down the impact of fake
news, while also saying that
his company is developing
tools to curb it, including
one that would allow users
to flag news that they be-
lieve is fake.

But Syracuse University
communications professor
Jennifer Grygiel, who studies
social media, said relying on

Facebook CEO Mark Zuckerberg
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BVI now must walk a fine
line: bolster its reputation
without undermining the ano-
nymity that made it attractive
in the first place, and doing it
before it loses more market
share to other destinations.

“People don’t want to be
associated with a jurisdiction
with a reputational problem.
Whether real or unreal, they
just want to avoid that associ-
ation,” said Colin Powell, a
government adviser on inter-
national affairs in Jersey, an-
other British territory that
competes with BVI for corpo-
rate and wealth business.

Mr. Powell isn't the former

U.S. secretary of state.
The Panama data leak left a

deep stain. Politicians, busi-
ness people and celebrities
used companies in BVI and
elsewhere to disguise transac-
tions and stash wealth, some-
times for illegal purposes,
news reports based on the
leaked files alleged.

Also damaging: The appear-
ance of BVI companies in
other recent scandals includ-
ing alleged corruption at Ma-
laysia’s 1MDB government
fund, and an international
bribery case settled last
month between Och-Ziff Capi-
tal Management LLC and U.S.

Becky Norton Dunlop’s
name was incorrectly given as
Becky North Dunlop in a Page
One article in the Friday-Sun-
day edition about Donald
Trump’s transition team.

CORRECTIONS �
AMPLIFICATIONS

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

federal prosecutors.
U.S. prosecutors allege offi-

cials at 1Malaysia Development
Bhd. diverted funds into bank
accounts of fraudulent shell
companies in BVI and other
offshore locales. The 1MDB
fund has denied wrongdoing.

In the Och-Ziff case, the
hedge fund admitted it paid
bribes to officials in the Dem-
ocratic Republic of Congo
through a BVI company.

At stake is BVI’s biggest
source of revenue. Registra-
tion fees for the 430,000 com-
panies that call it home are
worth about $200 million a
year, out of total government
revenues of $318 million in
2015, according to government
figures. Tourism is BVI’s sec-
ond-biggest industry.

“The appetite is still there
for the use of BVI structures,”
D. Orlando Smith, the premier
of the British Virgin Islands,
said in a recent interview.

“BVI continues to be one of
the best regulated jurisdic-
tions, ahead of many other
countries, even ahead of the
U.K. as far as regulations are
concerned,” Mr. Smith said,
pointing to how information
around company owners in the
U.K. may be unverified.

For decades, anonymity was
BVI’s calling card. Tax authori-
ties, regulators and prosecu-
tors often struggled to estab-

lish who owned a BVI
company. Many are owned by
companies in places such as
Belize and the Seychelles,
leading to layers of companies
with no clear owners.

Now, pressure from interna-
tional authorities—most nota-
bly the U.K. government—
means information on BVI
company owners and directors
will soon have to be stored lo-
cally with the 100-plus com-
pany agents based on the capi-
tal island of Tortola, rather
than having the option of
keeping the data with lawyers
and agents in Hong Kong, Lon-
don and other hubs. The new
system will be up and running
next year, the premier said.

Transparency proponents
say it is currently too easy for
company owners to hide be-
hind lawyers or professional

directors, and that having the
information on-site would al-
low BVI to pass information
more quickly to other coun-
tries. Most information would
continue to be inaccessible to
the public and wouldn’t be
held in a central database.

unit for lax anti-money-laun-
dering and terrorist-financing
controls. It said the firm didn’t
always check and maintain ad-
equate records of who its cus-
tomers were.

The firm couldn’t immedi-
ately be reached for comment.

Along with the fine, the
government said the regulator
was changing practices to
monitor more effectively firms
that create companies.

Despite the efforts to im-
prove its standards, BVI is
now at risk of losing business
to other offshore centers.

Companies and rich fami-
lies in Asia, accounting for
around 70% of BVI’s incorpo-
rations each year, are among
those pulling back from the
British territory, according to
people working in the offshore
financial industry.

Data from BVI’s financial reg-
ulator show the number of new
BVI companies fell 40% in the
April-to-June period from the
same three months last year.

Last month, a BVI company
listed in London, Asian Growth
Properties Ltd., said it wants
to move to Bermuda because
of the negative publicity from
the “Panama Papers.”

ContinuedfromPageOne
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Vodafone CEOUrges
Action by Facebook

Vittorio Colao saysmoremust
be done about offensive content

LONDON—The chief execu-
tive of telecommunications gi-
ant Vodafone Group PLC said
Facebook Inc. needed to do
more to mitigate fake-news ar-
ticles and offensive content on
its social network.

Vittorio Colao joined a grow-
ing chorus of media commenta-
tors who have urged tech com-
panies to address the matter
after it became an issue in the
presidential election.

“The amount of racism and
discrimination and anti-women
comments—I mean, the trolls
that are out there, it’s not be-
cause Facebook is bad, but
you have to take responsibil-
ity,” Mr. Colao said Tuesday in
a meeting with reporters.
“They need to grow up. They
need to start thinking about
how to mitigate the not big,
but potentially damaging,
parts of their platform.”

Facebook didn’t respond to a
request to comment. The social-
networking company and Al-
phabet Inc.’s Google said Mon-
day that they would take steps
to prevent fake-news websites
from generating revenue
through their ad-selling services.

The world’s second-largest
mobile carrier by subscribers af-
ter China Mobile Ltd., U.K.-
based Vodafone has long said
that Facebook should play by
the same rules as traditional
telecom and media companies.
For example, Mr. Colao said
Facebook, which also owns the
popular WhatsApp messaging
service, largely doesn’t have to
abide by the laws that require
telecom companies to share in-
formation with authorities.

There are “circumstances
where we need to cooperate
with authorities to catch the
occasional mafia-tribe leader
or occasional kidnapper,” Mr.
Colao said.

—Stu Woo

A Chinese newspaper headline on Nov. 10 in Beijing reads ‘U.S. President-elect Donald Trump delivers a mighty shock to America.’
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A guard outside Mossack Fonseca offices in Panama City, Panama.
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Police seized evidence Tuesday in connection with raids on some 190 apartments, offices and mosques.
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launched from a flotilla of
Russian warships off the
coast of Syria, including Rus-
sia’s sole aircraft carrier, the
Admiral Kuznetsov.

Regime helicopters dropped
barrel bombs on east Aleppo,
killing at least three people
and leaving a number of oth-
ers wounded, said the opposi-
tion monitoring group Syrian
Observatory for Human
Rights.

Warplanes also launched
rockets on the area, the

group said, without identify-
ing if the planes were Rus-
sian or Syrian. Russia is a
major ally of the Syrian re-
gime.

“All the ways to reach a
settlement and national rec-
onciliation with the militants
have [failed], because of the
militants’ stubbornness in the
eastern neighborhoods of
Aleppo," an unidentified
source told the pro-govern-
ment Syrian newspaper Al
Watan on Monday. The Syrian

WORLD NEWS

attacks targeting numerous
neighborhoods and killing sev-
eral civilians.

A flotilla of Russian war-
ships, including an aircraft car-
rier, recently arrived off the
coast of Syria. Russia didn’t
comment on whether they
would be used to attack Aleppo.
But on Tuesday, the Russian
military said it resumed large-
scale airstrikes in the provinces
of Idlib and Homs, which the
U.S. and allies worry could lead
to an assault on Aleppo.

The election in the U.S. of
Donald Trump, who has ex-
pressed interest in cooperating
with Russia in Syria and else-
where, adds further uncertainty
to the conflict.

Rebels are confident they
can fend off incursions in a
ground battle. But the impor-
tance of controlling Aleppo, and
the military power of the re-
gime and its allies, makes it
likely the city will face even
more death and destruction, re-
gardless of the outcome.

Days after a cease-fire bro-
kered by the U.S. and Russia
collapsed in September, the
Assad regime announced plans
to retake the entire city. But af-
ter weeks of intense airstrikes
and bombardment, which killed
hundreds of civilians, the re-
gime failed to capture any new
territory inside the city, rebels
and residents said.

The regime hasmade signifi-
cant gains around the city in re-
cent months, taking control of
the rebels’ sole supply road and

imposing the siege in July.
Rebels have launched their

own offensive aimed at break-
ing the siege and opening a
road to allow food, fuel and
medicine to reach an estimated
300,000 people living in neigh-
borhoods they control.

The urgency of breaking the
siege was underscored as the
United Nations warned Thurs-
day that the last of the food ra-
tions it has sent to eastern
Aleppo was being distributed.

The regime has also been

buttressing its ranks. Pro-Ira-
nian Iraqi Shiite militias have
sent between 4,000 and 5,000
fighters to Aleppo to aid the re-
gime’s fight, which could be a
boon to the Syrian government
given the Iraqi fighters’ experi-
ence with urban warfare.

The frontier between the
government-held west and op-
position-held east of Aleppo has
transformed ancient landmarks
into military bases: Regime
forces are holed up in the 13th-
century citadel, the highest
point in the city, while rebels
operate from the nearby 12th-
century Umayyad mosque.

The two sides are some-
times close enough to yell at
one another across the line
and exchange gun and mor-
tar fire.

The regime hasn’t been able
to use its air power to push the
front line in the city because
weapons such as its highly de-
structive barrel bombs are too
imprecise to be dropped so
close to regime forces.

Lacking the air power of the
regime, the rebels have adopted
tunnel warfare, spending weeks
andmonths digging underneath
regime military outposts and
then blowing them up.

It is the siege that could
prove fatal for the rebels and
their control of half of Aleppo.
Early on in the siege, regime
and Russian air attacks were
concentrated on hospitals and
other civilian infrastructure far
from the front lines in what res-
idents said was a strategy to
force rapid capitulation.

The regime “doesn’t have the
manpower to fight street by
street,” said Firas Abi Ali, an
analyst with IHS Country Risk.
“He is trying to bomb the city
until the people leave or until
they submit. This is why he is
trying to starve them.”

—Ghassan Adnan
and Thomas Grove

contributed to this article.

The front line that divides
Aleppo is marked by sandbags
and overturned vehicles and
zigzags through the cobble-
stone streets of the Old City’s
historic souk. Despite years of
bombardment by the Syrian re-
gime and rebel counterattacks,
the line has barely moved.

The warring sides are now
hunkered down andmassing on
either side of the 5-mile-long
frontier, girding for intensified
battles for control of the city, a
goal that has eluded both Syr-
ian President Bashar al-Assad
and the rebels since Aleppo was
split in 2012.

The rebels are outmatched
by the air power and military
might of Syria and Russia. But
regime ground forces haven’t
proven adept at the urban
warfare required to battle
street-by-street and recapture
the entire city.

“Our battle is street warfare.
This is our city. These are our
buildings.We knowwhere to go
in and out,” said Yasser al-
Youssef, a political representa-
tive for the rebel group Nour al-
Dine al-Zinki, which has
hundreds of fighters in the city.
“A tank in the city is not worth
much. It cannot turn quickly, it
cannot pivot. It becomes a sta-
tionary target we can hit easily.”

On Sunday, the regime sent
mass text messages directed at
rebels in eastern Aleppo giving
them 24 hours to lay down
their arms and leave before the
start of a “planned strategic at-
tack” using high-precision
weapons. Intense airstrikes on
eastern Aleppo resumed Tues-
day, residents reported, with

BY RAJA ABDULRAHIM

AssadForces,RebelsGird forAleppoFight
Government forces
and rebels aremassing
on either side of the 5-
mile-long front line

Rebels watched in early November during an offensive aimed at breaking the siege of opposition-held areas of Aleppo, Syria.
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government often refers to
the opposition as militants.

The Syrian army sent text
messages to rebels’ cell-
phones telling them to leave
Aleppo by Monday, the
source said, adding that the
army had moved from “de-
fense to attack” positions.

At least four towns in Idlib
province were also struck by
barrel bombs and ballistic
missiles on Tuesday, said
Ibrahim Sattouf, a resident in
the province.

Russia resumed large-scale
airstrikes around Syria on
Tuesday, which the U.S. and its
allies fear could lead to a dev-
astating assault on the be-
sieged city of Aleppo and set
off a wider humanitarian crisis.

The strikes, which in-
cluded the use of Kaliber
cruise missiles, hit the prov-
inces of Idlib and Homs, De-
fense Minister Sergei Shoigu
said at a meeting with Rus-
sian President Vladimir Putin.

“We started a large opera-
tion to deliver massive fire
strikes on ISIS and Jabhat al-
Nusra positions in the prov-
inces of Idlib and Homs,” Mr.
Shoigu said, using an acro-
nym for Islamic State.

Al Nusra, a jihadist group
fighting the Syrian regime, is
linked to al Qaeda. Its leaders
claim to have severed ties
with the international terror-
ist organization.

The latest Russian strikes
didn’t target Aleppo, Defense
Ministry spokesman Maj.
Gen. Igor Konashenkov told
Interfax.

Mr. Shoigu, however, said
factories used to make chem-
ical weapons were also being
targeted and destroyed. Last
week, the Russian govern-
ment accused U.S.-backed
rebels in Aleppo of using
chemical weapons, charges
the rebels denied.

The airstrikes are being

By Amie Ferris-
Rotman in Moscow and
Nour Alakraa in Berlin

Russia Starts Syria Strikes Again

A Russian warplane Tuesday took off from the aircraft carrier Admiral Kuznetsov off the Syrian coast.
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members, was mainly known
for handing out free Qurans in
German cities. Its followers
targeted teenagers during such
handouts, often serving as the
first contact point to radical
Islamist ideology, officials said.

The True Religion wrote on
its Twitter account that Ger-
many’s actions amounted to a
ban on the Quran. Interior Min-
ister Thomas deMaizière denied
the charge, saying Islam had a
firm place in German society.

Germany’s domestic intel-
ligence agency and officials
in states such as North

Rhine-Westphalia had been
warning that people with ties
to jihadist groups had been
participating in the group’s
activities with the intention
of recruiting fighters.

Mr. de Maizière said no ar-
rests had been made. The al-
leged head of the group wasn’t
at his home in Bonn when po-
lice raided it Tuesday morn-
ing, one official said.

Last week, German police
detained five members of an-
other alleged jihadist network
suspected of recruiting fighters
and supporting Islamic State.

BERLIN—Germany’s inte-
rior ministry banned a group
it accused of recruiting some
140 jihadists under the cover
of promoting Islam.

Hundreds of police officers
in the early morning on Tues-
day raided some 190 apart-
ments, offices and mosques
across 10 different states af-
ter the ministry ordered the
ban of the group known by
the name the True Religion.

The organization, which of-
ficials say has several hundred

BY RUTH BENDER

Germany Bans a Group
AccusedofEnlistingJihadists

CAIRO—An Egyptian court
overturned a death sentence
against ousted President Mo-
hammed Morsi, all but elimi-
nating the possibility of his
execution, state media re-
ported on Tuesday.

The democratically elected
Mr. Morsi was forced from of-
fice in a 2013 military coup
and succeeded by Egypt’s cur-
rent leader, Abdel Fattah Al
Sisi. He was sentenced to
death two years later in con-
nection with a mass prison
break during the 2011 popular
protests that unseated former
dictator Hosni Mubarak.

Mr. Morsi is serving a life
sentence in prison after his con-
viction on charges of spying for
Hamas, the Islamist political and
military movement that rules
the Gaza Strip, and a 40-year
concurrent jail term for spying
for Qatar, the Persian Gulf na-
tion that supported Mr. Morsi’s
administration and later became
a harsh critic of Mr. Sisi.

Mr. Morsi is also serving a
20-year sentence for his al-
leged involvement in deadly
antigovernment clashes that
erupted outside Egypt’s presi-
dential palace in 2012, and is
currently on trial on charges
of insulting Egypt’s judiciary.
He has repeatedly denied all of
the charges against him.

In theory, fresh charges
that call for the death sen-
tence could be filed against
Mr. Morsi, but that is unlikely

given the prison terms already
handed down against him.

The Court of Cassation on
Tuesday also struck down
death sentences given to other
senior officials of Mr. Morsi’s
Muslim Brotherhood, state
media reported.

The officials, including
Brotherhood leader Moham-
med Badie, had been found
guilty along with Mr. Morsi of

the mass prison break. Mr.
Badie and dozens of others had
been jailed during the 18-day
revolt, accused by Mr. Mubarak
of stoking the uprising.

The Brotherhood had for
years been Egypt’s oldest and
best-organized opposition
movement. Authorities banned
the Islamist organization fol-
lowing the 2013 military coup
that forced him from office
and installed Mr. Sisi.

Since coming to power, Mr.
Sisi has staged a sweeping crack-
down on his political opponents,
including journalists, activists,
and supporters of the Brother-
hood, which his government has
designated a terrorist group.

BY DAHLIA KHOLAIF

Egypt Court Reverses
Morsi’s Death Sentence

The government has
designated the
former president’s
Muslim Brotherhood
as a terrorist group.
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ning a new clean-hands cam-
paign that may sweep others
from office.

Russian state television
ran almost non-stop coverage
of the arrest. Rossiya, a 24-
hour news channel, ran the
news with the banner “The
Fight Against Corruption”
and detailed similar cases
against lower-ranking offi-
cials in the past.

While Russia’s security or-
gans have opened criminal in-
vestigations and occasionally
arrested high-profile busi-
nessmen and senior officials
under Mr. Putin’s tenure, de-
taining a sitting minister—
and the president’s personal
involvement in the case—is
unprecedented.

The Investigative Commit-
tee, which has handled a
number of high-profile cases,
said a criminal investigation
had been opened against Mr.
Ulyukayev for bribery on a
major scale, a charge that
carries a penalty of up to 15
years in prison.

The Investigative Commit-
tee alleged that Mr. Ulyukayev
had accepted the bribe in ex-

ContinuedfromPageOne

pressure on Berlin and other
lenders to reward Greece’s ef-
forts at fiscal retrenchment.

Greece is entering the
eighth year of its agonizing
debt crisis, during which it
has lost about a quarter of its
economic output and jobs, and
required three international
bailouts to keep it from crash-
ing out of the euro.

Mr. Tsipras argues the
country is beginning the turn
the corner. But the economy
still faces big challenges in-
cluding stricken banks, de-
pressed business sentiment
and a bailout plan that im-
plies further painful austerity.

Mr. Tsipras is hoping for at
least limited restructuring of
Europe’s loans to Greece in
coming months, and for the

European Central Bank to in-
clude Greece in its bond-buy-
ing program early next year.
Those steps, the Greek leader
hopes, would add momentum
to a so-far patchy economic
recovery, and revive his gov-
ernment’s sinking popularity.

The Obama administration
has taken a close interest in
the eurozone’s travails, lobby-
ing for decisive measures to
repair struggling countries’
solvency and growth.

Mr. Obama’s choice of Ath-
ens and Berlin as the venues
for his final European trip as
president has been inter-
preted in Europe as a message
that he views the Greek debt
crisis as important unfinished
business. His comments on
Tuesday put the ball in Ger-

many’s court.
However, German leaders

are reluctant to give Greece
major concessions as they
head toward their own na-
tional elections in fall 2017.
And the end of Mr. Obama’s
term means Greece is losing
an ally. President-elect Trump
has said the eurozone’s trou-
bles aren’t the U.S.’s problem.

Mr. Obama is due to meet
German Chancellor Angela
Merkel and other major Euro-
pean leaders in Berlin this
week, for discussions ex-
pected to focus on economics,
security and rising populism.

Ms. Merkel and her Euro-
pean peers are expected to
seek assurance from Mr.
Obama that the upset victory
of Mr. Trump won’t imperil

the U.S.’s alliances and other
key policies.

Although Mr. Obama and
Ms. Merkel have become close
allies over recent years, the
topics of austerity and euro-
zone economics have led to
strong disagreements between
them, officials familiar with
their relationship say.

Mr. Obama will tour the
Acropolis on Wednesday be-
fore delivering a speech that
will “focus on the important
work that’s been done to try
to address the economic chal-
lenges in Greece and Europe
and around the world,” said
Ben Rhodes, one of the presi-
dent’s deputy national-secu-
rity advisers.

—Marcus Walker
contributed to this article

ATHENS—President Barack
Obama urged Europe to re-
solve lingering issues from its
debt crisis, saying that lead-
ers should favor growth over
austerity as part of their re-
sponse to the rising populism
in Western countries exempli-
fied by the election of Donald
Trump.

Mr. Obama made the ap-
peal after meeting on Tuesday
with Greek Prime Minister
Alexis Tsipras, who said it
was time for Greece to receive
significant debt relief from
Europe.

Mr. Obama said European
leaders should follow eco-
nomic policies that ease some
of the voter backlash against
globalization, as they grapple
with political trends similar to
those behind Mr. Trump’s vic-
tory in the U.S. presidential
election.

The departing president
told a news conference in Ath-
ens with the Greek premier
that Mr. Trump’s triumph and
this summer’s U.K. referen-
dum vote to leave the Euro-
pean Union derived from the
same strain of populism.
“Time will tell whether the
prescriptions being of-
fered…end up satisfying the
people who were angry or
concerned,” Mr. Obama said.

Mr. Obama backed his
Greek host’s call for German-
led creditors to ease Greece’s
debt burden. “It is incredibly
important that the Greek peo-
ple feel an improvement in
their daily lives,” Mr. Obama
said. “And now that the econ-
omy is growing again, the
time is right” for debt relief,
he said.

Mr. Tsipras had hoped for
such support from Mr. Obama,
who is visiting Greece for the
first time as president, to put

BY CAROL E. LEE
AND NEKTARIA STAMOULI

Obama Counsels Growth for Europe
In Greece, president
urges policies to ease
citizens’ backlash
against globalization

Barack Obama walked with Greek Prime Minister Alexis Tsipras on his arrival at the premier’s official residence in Athens on Tuesday.KE
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French presidential election is
scheduled for April 23 and the
runoff round is set for May 4.

The state of emergency was
introduced in November 2015,
after a series of terror attacks
in Paris that left 130 people
dead. The measure gives au-
thorities far-reaching powers,
including banning people from
leaving their homes and con-
ducting searches without a
court order.

The French authorities have
extended the state of emer-
gency several times since its
implementation, as the coun-
try has been hit by other ter-
ror attacks, while police foiled
many others.

Still, the most recent de-
bate in parliament was acri-
monious, as many opposition
legislators criticized how Mr.

Hollande’s socialist adminis-
tration handled the situa-
tion.

During the same interview,
Mr. Hollande unveiled details
of his conversation with U.S.
President-elect Donald
Trump this past weekend.
“From the conversation I had,
I understood [Mr. Trump] is
in a phase of calming down
and collaboration with his
partners,” Mr. Hollande said,
adding that he expects the
president-elect to make clear
his position on a series of is-
sues, such as climate agree-
ments, Iran, Syria and
Ukraine.

The French president also
said he asked Mr. Trump for
his position on the sanctions
against Russia, but said he got
no answer.

PARIS—President François
Hollande said he wanted to ex-
tend the state of emergency in
France until the presidential
elections in April and May to
reduce the threat of terror at-
tacks in the country.

Citing persistent terror
threats and spring elections
scheduled that will come with
many political rallies that
could be targets for attacks,
Mr. Hollande on Tuesday said
his government will ask parlia-
ment to extend the year-old
state of emergency.

“I want to extend the state
of emergency until the presi-
dential election,” he said, dur-
ing an interview with TV sta-
tion France24.

The first round of the

BY INTI LANDAURO

HollandeSeeks toExtend
FrenchState ofEmergency

French President François Hollande spoke at the U.N. climate conference in Morocco on Tuesday.
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Allies Urge U.S.
To Stay With Kiev

BRUSSELS—America’s Eu-
ropean allies said the West
must not compromise on its
principles or weaken its sup-
port for Ukraine, in response to
a telephone call this week be-
tween President-elect Donald
Trump and Russian President
Vladimir Putin.

Mr. Trump’s comments dur-
ing the election campaign
about seeking a better relation-
ship with Russia rattled East-
ern European officials. Those
worries were accentuated with
a Kremlin report of a phone call
Monday between Messrs.
Trump and Putin that said the
two leaders agreed on a collab-
orative dialogue based on “prin-
ciples of equality, mutual re-
spect and noninterference.”

Diplomats have said Krem-
lin requests for noninterference
amount to a demand of a rec-
ognition of a Russian sphere
of influence in the countries of
the former Soviet Union, most
importantly, Ukraine.

Germany, which has had a
growing role in the North Atlan-
tic Treaty Organization in recent
years, has long pushed to bal-
ance the alliance’s steps to de-
ter Russia with more dialogue.

On Tuesday, German De-
fense Minister Ursula von der
Leyen said Mr. Trump’s desire
for dialogue was “completely
understandable,” but she is-
sued a pointed reminder that
“it’s also important not to for-
get our principles,” noting
Russia’s annexation of Crimea
and what she called its hybrid
war in Ukraine.

NATO Secretary-General
Jens Stoltenberg said Mr.
Trump’s call to Mr. Putin was
“a very normal thing.” Mr. Stol-
tenberg said NATO for months
has been emphasizing that it
wants dialogue. But he too
noted that the alliance
wouldn’t accept the annexation
of Ukraine’s Crimean peninsula.

—Julian E. Barnes

change for giving a green light
for state oil producer PAO
Rosneft to buy just over 50%
of a smaller producer, PAO
Bashneft.

“The accused issued
threats that, using the pow-
ers of his office, [he could]
create further obstacles for
the company,” the committee
claimed, referring to Rosneft.
It said Rosneft representa-
tives had informed law-en-
forcement officials of Mr. Uly-
ukayev’s actions.

“What has happened is be-
yond my comprehension,”
Prime Minister Dmitry Medve-
dev said in comments carried
by RIA Novosti news agency.
“Yesterday I discussed this
topic with the president, and
he is of the same opinion.”

Some observers have won-
dered if Mr. Ulyukayev fell
afoul of Igor Sechin, the pow-
erful chief executive of Ros-
neft, who is close to Mr. Putin.

Tatyana Stanovaya, political
analyst at the Institute of
Modern Russia, said Mr. Ulyu-
kayev looked like a sacrificial
lamb.

“The choice of Ulyukayev as
a victim [of the investigation]
was dictated by the fact that he
was the weakest link and stood
against the privatization of
Bashneft by Rosneft,” she said.

Russian state media re-
ported that law-enforcement
officials said the minister’s
phones had been tapped and
his communication monitored.
The officials said Mr. Ulyu-
kayev had been under investi-
gation for more than a year.

Prosecutors told the court
that the evidence against Mr.
Ulyukayev, who they said was
found with the $2 million, was
substantive, and that he posed

a flight risk on coming busi-
ness trips abroad.

Russia has struggled to plug
budget holes as low oil prices
and Western sanctions have
buffeted the economy, which
shrank 3.7% last year. The gov-
ernment announced a series of
high-profile privatization deals
in an effort to rein in the wid-
ening budget deficit.

But the sale of a stake in
Bashneft, a midsize oil pro-

ducer that was returned to
the state after its owner was
put under house arrest in
2014, proved controversial.
The deal was initially post-
poned after officials bickered
publicly over whether Ros-
neft, a state-controlled com-
pany, should be allowed to
participate in the deal.

Mr. Ulyukayev spoke out
against the deal in August,
saying privatization of one

state company by another
was inappropriate. In early
September, however, he said
Rosneft would be allowed to
participate.

Rosneft eventually bought
the shares for 330 billion ru-
bles ($5 billion), higher than
the government’s initial valua-
tion of the company at 306
billion rubles.

A Rosneft spokesman de-
clined to comment on the In-
vestigative Committee’s ac-
tions, but said the stake in
Bashneft “was acquired in ac-
cordance with Russian law.”

The Investigative Commit-
tee said there was no wrong-
doing by Rosneft “and that the
legality of the sale of Bashneft
to Rosneft is not being dis-
puted by anyone and is not a
subject of the investigation.”

Gleb Pavlovsky, an analyst
and former political adviser to
the president, questioned why
the investigation was focused
solely on Mr. Ulyukayev.

“Perhaps the Kremlin has
decided that the country is in
a crisis and needs new deci-
sions, so they decided to ar-
rest a strong [government]
manager like Ulyukayev,” he
said.

—Amie Ferris-Rotman and
Olga Razumovskaya

contributed to this article.

RUSSIA

Russian Economy Minister Alexey Ulyukayev arrived at a Moscow court on Tuesday.
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EUROZONE

Economic Growth
Maintains 1.4% Pace

Germany’s economy slowed
more sharply than expected in
the third quarter, undermined by
a chronic weakness in invest-
ment spending across Europe
that is unlikely to be eased by
growing fears of protectionism
following Donald Trump’s U.S.
presidential-election victory.

Italy’s economy returned to
growth but that is unlikely to sway
voters in favor of a referendum on
sweeping political overhauls.

While the Netherlands also re-
corded a pickup in economic
growth during the quarter, the Eu-
ropean Union’s statistics agency
confirmed that the eurozone
economy as a whole grew at an
annualized rate of 1.4% in the
three months to September, little
changed from the second quarter.

Across Europe, investment
has been slow to recover from

the global financial crisis, an im-
pediment to growth that econo-
mists partly attribute to the high
levels of political uncertainty that
continue to confront businesses.

—Nina Adam

UNITED KINGDOM

Inflation Set to Rise,
Banking Chief Says

Bank of England Gov. Mark

Carney said U.K. inflation is set
to accelerate as data showed the
prices charged by companies at
the factory gate rose in October
at the fastest annual rate in
more than four years.

Mr. Carney said the fall in the
pound since the country voted to
leave the European Union in
June means households can ex-
pect higher prices in the months
ahead. Consumer-price inflation
unexpectedly slowed in October,
but BOE officials expect it to ac-
celerate rapidly in early 2017 and
surpass its 2% annual target by
the middle of the year.

The U.K.’s Office for National
Statistics said British producer
prices rose 2.1% on the year in
October, the fastest annual rate
of growth since April 2012.

The pickup came after a surge
in input costs from a weaker
pound, which was 18.5% lower
against the currencies of the U.K.’s
major trading partners in October
than a year earlier. Input prices
rose 4.6% from September to Oc-
tober—the fastest monthly rate of
growth on record—and were 12.2%
higher on the year. Two-thirds of
British firms’ raw materials are im-
ported, the ONS said.

—Jason Douglas

MALAYSIA

Trump Win Sparks
Trade Pivot to China

Malaysia said it would deepen
trade ties with China and other
countries after Donald Trump’s
election likely torpedoed plans for
a U.S.-led free-trade accord with
Washington’s chief Asia allies.

Malaysia appeared to be the
first Asian country to shift its fo-
cus toward a proposed China-led
trade group rather than the 12-
nation Trans-Pacific Partnership,
which the Obama administration
freighted with strategic signifi-
cance as a counterweight to
China’s rise. During the campaign,
Mr. Trump outlined a more isola-
tionist and protectionist vision.

Malaysia’s trade minister, Mu-
stapa Mohamed, said his govern-
ment would focus its hopes on
the Regional Comprehensive Eco-
nomic Partnership, a group led
by China.

—Yantoultra Ngui

OPEN FIRE: Kenyan police burned a pile of more than 5,000 illegal weapons in Ngong on Tuesday.
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HONG KONG—A court dis-
qualified two legislators from
taking office after the pair al-
tered their oaths of local office
to pledge allegiance to a
“Hong Kong nation.”

Tuesday’s ruling was the
latest development in a spiral-
ing dispute over patriotism
that many say risks undermin-
ing the Chinese city’s cherished
autonomy and rule of law.

It came after Beijing’s top
legislative body last week
raised alarms in Hong Kong by
making a rare intervention
into the city’s legal system to
quash what it deemed threats
to China’s national unity.

Hong Kong’s High Court
ruled that the oaths of legisla-
tors Sixtus Leung and Yau
Wai-ching contravened the Ba-
sic Law, Hong Kong’s minicon-
stitution, as well as a Hong
Kong ordinance on oath taking.
Mr. Leung said he and Ms. Yau
planned to appeal the decision.

They were democratically
elected to the city’s Legislative
Council in September along-
side four other lawmakers
who advocate greater auton-
omy from China.

Last week, the Standing
Committee of China’s National
People’s Congress issued a con-
troversial interpretation of the
Basic Law, its fifth since Hong
Kong’s 1997 return to China.

It ruled that people elected
to the city’s legislature can’t re-
take their oaths of office if their
first attempt was invalidated
for being insincere, not solemn,
or deliberately misread.

Days after the interpreta-
tion, Chinese President Xi Jin-
ping took a hard line on sepa-
ratism in a speech that didn’t
reference the Hong Kong legis-
lators specifically.

“All activities that aim to
divide the country must be
met with the firm opposition
of the Chinese people,” Mr. Xi
said.

In anticipation of Beijing’s
ruling, thousands in Hong
Kong took to the streets to

protest the intervention.
Beijing issued its ruling with-

out a request from Hong Kong
after the High Court had already
begun its review of the matter.

Some Hong Kong lawyers
and activists decried Beijing’s
move as pre-empting the local
court and undermining the Ba-
sic Law’s guarantee of the
city’s own judiciary.

Beijing says its actions are
consistent with the Basic Law,
which guarantees a high de-

gree of autonomy for Hong
Kong. On Sunday, thousands of
pro-Beijing protesters gath-
ered in support of the Basic
Law interpretation.

In Tuesday’s ruling, the High
Court judge wrote that the
court would have disqualified
Mr. Leung and Ms. Yau with or
without Beijing’s interpreta-
tion, sidestepping a contention
by the pair’s lawyers that the
interpretation shouldn’t have
been binding.

almost entirely on paper cur-
rency are feeling the squeeze
as customers avoid spending
small notes for fear they are
growing scarce.

With 500-rupee and 1,000-ru-
pee bills representing 86.4% of
the value of all Indian currency
in circulation, their sudden nulli-
fication has turned 50-rupee and
100-rupee bills, and even satch-
els full of coins, into vital com-
modities for daily transactions.

UBS economists wrote on
Tuesday that if cash supplies
remain in disarray for three
more weeks, as Finance Minis-

ter Arun Jaitley has suggested,
1.2 percentage points could be
shaved off India’s economic
growth, which at more than
7% is currently the fastest
among major nations.

“The situation will be con-
tinuously monitored—not only
the supply of cash, but also the
availability of essential com-
modities [and] all other as-
pects of the economy,” said
Shaktikanta Das, the Ministry
of Finance’s economic-affairs
secretary. He said the ministry
is urging religious institutions
to deposit worshipers’ offer-

ings with banks so that small
bills can be redistributed into
the economy.

In the village of Dalan
Chapra, deep in India’s north-
ern hinterland, the cash
crunch is forcing residents to
return to the original cashless
transaction: barter. They are
swapping corn and rice for
lentils and vegetables, a prac-
tice once known only among
the village’s poorest.

Throughout Delhi’s Azadpur
fruit-and-vegetable market on
Tuesday, sellers were slashing
prices and extending a few

days’ credit to cash-strapped
buyers. Farmer Yasin Alli said
sales are so bad he had to
throw away 10 acres of spring
onions and radishes.

“I want to call Mr. Modi and
ask when things will return to
normal,” wailed Daroga Yadav,
a vegetable trader.

“I feel utmost pain for the
difficulty that the honest com-
mon man is facing,” Mr. Modi
told supporters during a
speech on Monday. “I am up
all night trying to lessen your
difficulties as much as I can.”

Officials have held that the

temporary inconvenience to
ordinary citizens is a small
price to pay to thwart corrup-
tion and tax evasion.

New Delhi at the very least
stands to receive a jolt of tax
revenue from the unaccounted
wealth that surfaces. If can-
celed bank notes don’t get re-
turned into the banking sys-
tem, then the central bank’s
liabilities, which include cur-
rency in circulation, would
come down. The Reserve Bank
of India could then choose to
rebate that amount to the gov-
ernment as a dividend, said
Sujan Hajra, chief economist
at Anand Rathi Securities.

A surge of deposits could
also help banks extend more
credit to businesses.

Still, much remains uncer-
tain about the move’s net eco-
nomic benefits, especially as
short-term pain mounts.

“I don’t think the 500-rupee
note can, by any stretch of the
imagination, be called high-de-
nomination anymore,” said Ila
Patnaik, a former adviser in
the Ministry of Finance. “This
is the bulk of the currency
used for transactions.”

Whether forcing people to
turn in their big bills once will
deter them from concealing
their earnings in the future is
an open question. In India,
wealth generated outside the
taxman’s purview is also stored
in property, business assets
and precious metals and gems.

“Cash doesn’t generate any
return, so no sane person
would just keep cash,” said D.P.
Sengupta, a former chief com-
missioner of income tax for
Delhi. “They may keep it for a
few days or months. Then it
goes back into circulation.”

NEW DELHI—A week after
Prime Minister Narendra Modi
abruptly voided India’s largest
bank notes, people across the
country are holding on to
small bills, a response that is
pinching cash-based economic
activity and causing some ana-
lysts to re-examine their fore-
casts for output growth.

Mr. Modi said on Nov. 8
that invalidating 500- and
1,000-rupee bills ($7.50 and
$15) would help flush out tax-
evading tycoons and crooked
bureaucrats who store illicit
income as cash. While the
move’s success on that front
remains to be seen, slow prog-
ress on getting newly designed
notes into people’s pockets has
caused economic life to come
to a near-halt in many Indian
streets and outdoor markets.

Many purchases, including
big-ticket items such as motor-
cycles and timely needs such
as wedding clothes, are on
pause, retailers say, as can-
celed bills get exchanged for
new ones. Real-estate transac-
tions, many of which are done
partly in cash, could slow dras-
tically, jeopardizing millions of
construction jobs. Jones Lang
LaSalle India estimates that
luxury property prices could
drop by as much as 30%.

Most immediately, tiny
stores, street vendors and
other operations that depend

BY RAYMOND ZHONG
AND KRISHNA POKHAREL

Currency Shift Pinches India’s Economy
After premier voided
largest bank notes,
hoarding of small bills
slows some commerce

People stood in line outside banks in Delhi on Sunday as they waited to exchange their 500- and 1,000-rupee notes for new bills.
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name.” Dong Wei couldn’t be
reached to comment.

Then Mr. Trump filed a law-
suit against SAIC at Beijing
First Intermediate People’s
Court, which upheld the rul-
ing. Several rounds later, dur-
ing which Mr. Trump argued
that Dong Wei was maliciously
registering an existing and in-
fluential trademark, the Bei-
jing People’s High Court dis-
missed Mr. Trump’s appeal
in a final judgment on May 18,
2015, a month before Mr.
Trump announced his presi-
dential run.

“This ruling is fair,” said Si
Weijiang, a Shanghai-based
lawyer with no connection to
the case. Back in 2006, Mr. Si
said, “Mr. Trump was so ob-
scure in China that probably
nobody knew his name.”

But Mr. Trump didn’t give
up there. According to an SAIC
database, after his legal set-
back, Mr. Trump filed a new
application for the trademark
and Dong Wei’s claim was in-
validated.

That is the application that
won provisional approval on
Sunday. If no one objects dur-
ing a 90-day public-notice pe-
riod, the decision will be per-
manent.

It wasn’t clear whether Mr.
Trump or the Trump Organi-
zation intends to use any of
the trademarks to which it has
secured rights.

A spokesman for the Trump
Organization declined to com-
ment. The SAIC didn’t respond
to a request to comment.

Just days after Donald
Trump won the election, the
real-estate mogul scored a le-
gal victory in a decadelong
trademark dispute over the
right to use his name in China
for certain services.

The businessman-turned-
politician’s application to reg-
ister his Trump trademark to
provide real-estate-agent ser-
vices in China was provision-
ally approved Sunday after a
yearslong legal fight.

It wasn’t clear why Mr.
Trump prevailed, and more
battles may come.

In 2006, Mr. Trump applied
to register his Trump trade-
mark in a slate of categories in
China, including to provide
real-estate-agent services in
commercial and residential
properties.

In 2009, the trademark of-
fice of China’s State Adminis-
tration for Industry and Com-
merce, or SAIC, rejected that
part of his application, saying
the trademark was already
spoken for: Two weeks before
Mr. Trump’s application, a
person named Dong Wei had
applied for it.

Mr. Trump requested a re-
examination, and in February
2014 a review board of the
SAIC ruled that Mr. Trump’s
application was too similar to
Dong Wei’s, which could lead
to confusion for consumers.

The board rejected Mr.
Trump’s appeal that Dong Wei
“infringed on his right of

BY PEI LI

Trump Wins Yearslong
China Trademark Case BY NED LEVIN

Hong Kong Bars Defiant Legislators

Sixtus Leung, left, and Yau Wai-ching spoke in Hong Kong on Tuesday after the city’s High Court
disqualified them from taking office as legislators, citing alterations they made to their oaths of office.
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BY RICHARD RUBIN
AND ALEXANDRA BERZON

House Speaker Paul Ryan
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WASHINGTON—Federal Re-
serve governor Daniel Tar-
ullo said the central bank
should still proceed cautiously
as it decides whether to lift in-
terest rates despite stronger
recent data.

The Fed’s regulatory point
man said that while data over
the past several months has
shown actual inflation rising,
moderately higher wage
growth and slightly higher la-
bor-force participation than
had been expected, the central
bank should continue to pro-
ceed slowly in lifting rates.
The Fed is scheduled to hold
its next meeting of the policy-
setting Federal Open Market
Committee on Dec. 13-14.

“The discussion of when is
the appropriate moment for
raising rates in order to prevent
the economy from overheating
too much is now, frommy point
of view, more on the table than
it may have been before,” Mr.
Tarullo said Tuesday at The
Wall Street Journal’s CEO Coun-

cil. Grounds for caution, he said,
include continued slack in the
labor market and concern that
the central bank has “fewer
tools” to respond to a recession.

“There are reasons to be
cautious in moving forward,”
Mr. Tarullo said. “We obvi-
ously don’t want to be pushing
on the brakes harder than we
need to in order to continue

the trend of moderate growth.”
Separately, Mr. Tarullo said

discussions by the Basel Com-
mittee on Banking Supervision
to complete a capital frame-
work by the end of the year
will have a “negligible” effect
on the largest, most complex
U.S. banks.

He said revisions to the
capital rules now being negoti-

diplomat, Mr. Bolton, who
called last year for the U.S. to
bomb Iran. A final decision
could be several weeks away,
these people said, and other
candidates could still emerge.

Mr. Bolton and Trump cam-
paign spokeswoman Hope
Hicks declined to comment.

After spending most of the
past week in meetings, the
president-elect could travel
later in the week to thank sup-
porters for his victory, Cam-
paign Manager Kellyanne Con-
way said on Monday. She also
said there could be more “clar-
ity on the senior team and the
cabinet” in the near future.

Mr. Trump’s pick for the
State Department will be inte-
gral to his effort to reshape
U.S. foreign policy. He has
called for an overhaul of the
way the U.S. interacts with al-
lies and adversaries, arguing
that other North Atlantic
Treaty Organization nations
should shoulder more of the
world’s burdens and the White
House should forge a new rela-
tionship with Russia to resolve
tensions in the Middle East.

President Barack Obama on

Monday warned of a potential
backlash from U.S. allies if Mr.
Trump tries to undo some of
his top foreign-policy achieve-
ments, specifically the deal to
restrain Iran’s nuclear pro-
gram and an international cli-
mate-change agreement.

Mr. Obama said backing out
of the Iran nuclear deal could
force the U.S. to adopt sanc-
tions against its allies in Eu-
rope, as well as Russia and
China, because they are part
of the agreement. Retreating
on the climate-change deal
could alienate the U.S. from
more than 200 nations that
signed on to it to cut emis-
sions, he said. Mr. Obama, who
is in Europe beginning with a
stop in Greece, urged leaders
there on Tuesday to follow
economic policies that ease
some of the voter backlash
against globalization as they
grapple with political trends
similar to those behind Mr.
Trump’s victory in the U.S.

Mr. Trump is taking steps
to build relationships with nu-
merous foreign leaders. On
Monday, he spoke with Rus-
sian President Vladimir Putin,

and “the two leaders dis-
cussed a range of issues, in-
cluding the threats and chal-
lenges facing the United States
and Russia,” the transition
team said.

The statement from the
Trump transition team said
Mr. Trump “noted to President
Putin that he is very much
looking forward to having a
strong and enduring relation-
ship with Russia and the peo-
ple of Russia.”

Mr. Bolton has emerged as
one of the most hawkish
members of the Republican
Party in recent decades, a po-
sition that puts him at odds
with Mr. Trump’s call for the
U.S. to pull back from foreign
intervention.

Mr. Bolton has publicly
called for the bombing of
Iran’s nuclear sites and vehe-
mently opposes the nuclear
agreement forged between the
global powers and Tehran last
year. He is also against any ne-
gotiations with North Korea
over nuclear weapons.

—Carol E. Lee, Michael C.
Bender and Amy Harder

contributed to this article.

Donald Trump will enter
the White House with more
potential conflicts of interest
and less transparency about
his finances than any recent
president.

The president-elect’s influ-
ence over trade policy, taxes,
government contracts and for-
eign relations presents count-
less opportunities for him to
benefit his own businesses.
President Barack Obama had a
humdrum list of investments,
and Presidents George W.
Bush, Bill Clinton, George H.W.
Bush and Ronald Reagan put
holdings into blind trusts.

So far, Mr. Trump hasn’t
said exactly what he will do,
beyond transferring manage-
ment of his companies to his
adult children and other exec-
utives. And unlike every other
major-party candidate and
president since Gerald Ford,
Mr. Trump hasn’t released his

U.S. NEWS

tax returns, which would pro-
vide more insight into his
business dealings.

As president, Mr. Trump
wouldn’t have to release his
returns, but he must con-
tinue to disclose his holdings
annually in broad ranges,
which he has done since be-

coming a candidate.
Mr. Trump wouldn’t be able

to use a blind trust to have his
children run the business be-
cause federal law allows for
such arrangements only to be
managed by independent out-
siders, not family members.
But a blind trust might not ad-

dress conflict-of-interest con-
cerns in Mr. Trump’s case, re-
gardless, because he owns
buildings with his name on
them and profits from busi-
ness deals he personally nego-
tiated. Even if Mr. Trump
hands control of his business
operations to trustees, he

would still know how his ac-
tions as president might help
or hurt his companies.

Mr. Trump’s business con-
sists chiefly of real-estate as-
sets and units that manage
hotels and condo towers,
rolled up in an umbrella
company called the Trump
Organization.

Much of that is domestic,
including an agreement with
the federal government for his
Washington, D.C., hotel. New
business has been mostly
overseas, and the company’s
past 10 new real-estate or
branding deals have been
abroad.

Those deals largely involve
foreign business partners
with vast business—and
sometimes political—interests
in their own and other coun-
tries. The partners have pro-
vided Mr. Trump millions of
dollars in revenue, according
to his disclosures, creating
potential for foreign-policy
conflicts of interest.

Mr. Trump and the general
counsel for his businesses,
Alan Garten, said before the
election that three of Mr.
Trump’s adult children,
Ivanka, Donald Jr. and Eric
Trump, plan to run his compa-

nies. But Mr. Trump just
named the three to his transi-
tion team, which is choosing
government officials.

Rudy Giuliani, a top Trump
adviser who is a leading can-
didate to become secretary
of state, dismissed the pros-
pect of divorcing the Trump
children from the business
with a blind trust. He called
for a “clear document” stat-
ing the president would have
no involvement in the family
business.

Presidents and vice presi-
dents are exempt from con-
flict-of-interest laws that re-
quire others to recuse
themselves from policy deci-
sions that affect them person-
ally. The choice of how to han-
dle conflicts is left to each
administration, and there are
also public disclosures.

The Trump Organization is
“vetting various structures”
for the “immediate transfer of
management,” the company
said last week.

Rep. Elijah Cummings (D.,
Md.), the top Democrat on the
House Oversight and Govern-
ment Reform Committee,
asked Republicans to start re-
viewing Mr. Trump’s finances
and conflicts of interest now.

Trump’s Assets Raise Potential Conflicts
President-elect has
vast holdings and
been less transparent
than his predecessors

A billboard for a Trump-branded luxury residential apartment complex in Mumbai earlier this year.
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WASHINGTON—Former
New York Mayor Rudy Giuliani
is the leading candidate to be
President-elect Donald Trump’s
nominee for secretary of state,
people familiar with the matter
said, a move that would ele-
vate a well-known national fig-
ure to become the chief U.S.
diplomat.

Mr. Trump’s aides have also
considered former U.S. Ambas-
sador to the United Nations
John Bolton as a possible can-
didate, but the close relation-
ship between Messrs. Giuliani
and Trump was a major con-
sideration, the people said.

Asked at The Wall Street
Journal CEO Council meeting
in Washington on Monday eve-
ning if his title would soon be
“Secretary,” Mr. Giuliani re-
sponded, “One never knows.”

Mr. Giuliani said Mr. Trump
would likely focus much of his
initial foreign-policy strategy
on destroying Islamic State,
setting aside more vexing
problems in the Middle East
and elsewhere.

“ISIS, short-term, I be-
lieve, is the greatest danger
and not because ISIS is in
Iraq and in Syria, but because
ISIS did something al Qaeda
never did—ISIS was able to
spread itself around the
world,” he said.

Mr. Giuliani didn’t say, how-
ever, what specifically the
Trump administration would
do to combat Islamic State,
also called ISIS or ISIL. Mr.
Trump has repeatedly said he
wants to keep this strategy se-
cret so that the terrorist net-
work can’t prepare for it.

For Mr. Trump, deciding on
a secretary of state is a choice
between a longtime friend and
ally in New York, Mr. Giuliani,
and a hawkish conservative

BY DAMIAN PALETTA
AND JAY SOLOMON

GiulianiEmergesasTopPick forState

Rudy Giuliani speaking at the 2016 Wall Street Journal CEO Council in Washington on Monday.
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recalibrate,” Rep. G.K. Butter-
field (D., N.C.) told reporters
as he left the meeting.

The delay, until Nov. 30,
opens up the possibility of
some new faces in Democratic
leadership. A challenge for the
position of Democratic leader
is expected to come from Rep.
Tim Ryan (D., Ohio), who has
been fielding calls in recent
days from people urging him
to run to provide more repre-
sentation for the wing of the
caucus that represents the
working-class, white voters
who stampeded to cast ballots
for Donald Trump in last
week’s elections.

“Who is the leader that
can go into those Southern
states, who is the leader that
can go into the Midwestern
states and begin to pull those
voters back in our corner?”
said Mr. Ryan, who worked to
build support for Democratic
presidential nominee Hillary
Clinton among union workers.
“A guy like me—it doesn’t
have to be me—a guy like me
could go into the Southern
states, and we need someone
who can go into every con-
gressional district.”

Any challenge to Mrs. Pelosi
would carry risks.

“She’s been able to pull rab-
bits out of hats,” Rep. Gerry
Connolly (D., Va.) said on
Monday. “That kind of legisla-
tive legerdemain is not easily
replicated.”

WASHINGTON—House Mi-
nority Leader Nancy Pelosi (D.,
Calif.) decided to delay elec-
tions for leaders of the Demo-
cratic caucus until after
Thanksgiving, a move that
makes it easier for a chal-
lenger to organize against her
and threaten her leadership.

At a closed-door meeting
Tuesday, House Democrats
rose up to say that the party
needed more time to evaluate
its disappointing performance
in the elections. Democrats
stepped forward to say that
Thursday is too soon to elect
leaders for the new Congress,
which will be the first in
which Republicans control
both the legislature and the
executive branch since the
George W. Bush presidency.

“We just got a shellacking
last Tuesday—we got an unex-
pected defeat and we’ve got to

BY SIOBHAN HUGHES

Democrats Delay Vote
On House Leadership

Minority Leader Nancy Pelosi
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Mr. Ryan and the incoming
GOP administration, Rep. Chris
Collins (R., N.Y.), the congres-
sional liaison to Mr. Trump’s
transition team, said he would
give a speech supporting Mr.
Ryan’s bid as speaker.

“I’m seconding Paul Ryan’s
nomination today as a sign of
Trump support for Mr. Ryan,”
Mr. Collins told reporters
Tuesday. “This is a team effort.
The administration has their
agenda, but they need legisla-
tion to get it done.”

Since Mr. Trump’s victory
last week, Mr. Ryan has em-
phasized the opportunities fac-
ing the GOP with control of the
White House and both cham-
bers of Congress.

“Welcome to the dawn of a
new, unified Republican gov-
ernment,” Mr. Ryan told re-
porters Tuesday.

Mr. Ryan will still have to
win a vote by the full House in
early January, when he will
need to secure the support of a
majority of lawmakers voting
for an individual. He is unlikely
to receive any votes from Dem-
ocrats in what is typically a
partisan vote.

He might still lose some
votes from the most conserva-
tive Republicans, who said this
week they would watch how he
handles Congress’s final weeks
this year before deciding how
they cast their ballots.

WASHINGTON—House Re-
publicans voted to nominate
Rep. Paul Ryan for his first full
term as House speaker in a
show of unity fueled by the
GOP victories in last week’s
elections.

Mr. Ryan, who became
speaker last fall after Rep.
John Boehner (R., Ohio) re-
signed under pressure from
conservatives, himself looked
in peril recently for criticizing
GOP presidential nominee
Donald Trump during the cam-
paign. But Mr. Trump’s win
has buoyed congressional Re-
publicans and bolstered sup-
port for Mr. Ryan as someone
who will be instrumental in
trying to translate Mr. Trump’s
agenda into legislation.

In one sign of the newly
strengthened alliance between

BY KRISTINA PETERSON

Republicans Nominate
Paul Ryan for Speaker

ated won’t be “particularly
significant” for U.S. banks.
Still, he stressed the necessity
for establishing minimum cap-
ital levels for global banks
that aren’t based on internal
models to ensure stability.

Looking ahead to the post-
election landscape, Mr. Tarullo
declined to speculate on the
outcome of pledges President-
elect Donald Trump made on
the campaign trail to dismantle
the 2010 Dodd-Frank financial-
regulatory law. “If changes are
made, we will implement faith-
fully” the changes that Con-
gress makes, Mr. Tarullo said.

Mr. Tarullo added that any
changes made by Congress
should be data-driven. He said
the Fed has applied similar
thinking in making changes to
its annual stress tests, which
are health checkups for the
biggest U.S. banks.

Mr. Tarullo suggested he
isn’t planning to leave the Fed
following the election of Mr.
Trump, saying he is engaged
and enjoying his job. His term
expires in 2022.

BY DONNA BORAK

Fed Governor Urges Caution on Rates

Governor Daniel Tarullo warned against lifting rates too quickly.
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IRAN IS NOT WORTH
THE RISK

www.uani.com

REVOCATION OF JCPOA RISK
Iran may violate the agreement or the incoming Trump administration may pursue a different
Iran policy, resulting in the abandonment of the nuclear deal and the return of sanctions
(“Snap-Back” Sanctions)

IRGC FRONT COMPANY RISK
Firms that go into Iran will likely do business with Islamic Revolutionary Guards Corps
(IRGC) front companies

KIDNAP & ARREST RISK
Firms cannot guarantee that their employees—especially dual-nationals–will not be subject
to arbitrary arrest and detention

Siamaki Namazi, an Iranian-American businessman, was recently sentenced to 10 years in
prison in Tehran on unsubstantiated charges of espionage

“BLOOD ON HANDS”/TERROR RISKS
Firms run the high risk of inadvertently providing tools to Iran’s human rights abusers

Iran also remains the leading state sponsor of terror, supporting Hezbollah, Hamas, and
Houthi rebels

SANCTIONS & MONEY LAUNDERING RISK
Companies that go into Iran will still be subject to extraterritorial secondary U.S. sanctions
($14 billion in fines since 2009 for violating U.S. sanctions on Iran)

Iran remains designated as a jurisdiction of primary money laundering concern under
Section 311 of U.S.A. PATRIOT Act

VIOLATIONS OF INT’L LAWS & TREATIES RISK
Iran continues to violate international law and U.N. Security Council resolutions enshrining
the nuclear deal, including the testing of a ballistic missile capable of reaching Israel

HACKING & CYBERSECURITY RISK
Businesses face the threat of hacking by Iranian operatives including the disclosure of
proprietary information and confidential employee and corporate information, personal
information (friends and family), and client information

REPUTATIONAL RISK
Business in Iran poses myriad reputational risks due to the regime’s egregious record of
human rights violations and international sponsorship of terrorism

INSURANCE RISK
Due to compounded risks associated with Iran, business is risky both for companies and
their insurance providers, who cannot guarantee normal and successful operations in Iran

COUNTRY & CORRUPTION RISK
Iran still rates highly in terms of political risk, exchange rate risk, sovereign risk, and
transfer risk due to its sponsorship of terror groups, human rights violations, and blatant
disregard for international law

European political and business leaders participating in the 3rd Banking and Business Forum
Iran Europe on November 16-17, 2016 in Frankfurt, Germany, must not lose sight of the profound moral

and business risks associated with engaging with the world’s leading state-sponsor of terrorism.

Until Tehran changes its behavior, Europe should not reward the Ayatollah’s regime
with investment and stronger economic ties.

European political leaders and companies should also be mindful of the shifting political winds
in the United States—legal and regulatory uncertainty loom large.

PAID ADVERTISEMENT

Paid for by United Against Nuclear Iran

The RISKS of doing business with the
Ayatollah are simply TOO HIGH.
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Mike Rogers, shown above in 2014 when he was a member of Congress, has left the transition team of President-elect Donald Trump.
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A worker assembling a Nissan pickup truck in September at the
company’s manufacturing plant in Canton, Miss.
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chief executive of Algonquin
Power & Utilities Corp., on
an earnings call last week.
“The bad news, at least for
coal, is that coal lost” to
market forces, not politics.

Electric utilities that buy
more than 95% of the coal
mined in America have retired
hundreds of coal-burning
plants and embraced natural
gas, which is now a cheaper
fossil fuel. Natural gas has
turned abundant since innova-
tions in hydraulic fracturing
and horizontal drilling. Many
say they are unlikely to re-
verse course now, even if reg-
ulations ease.

On Wall Street, many
firms stand to benefit if Mr.
Trump takes a deregulatory
tack. His appointees could
halt or reverse regulations
on the “fiduciary duty” of in-
vestment advisers, risk-man-
agement standards for large
insurers and asset managers,
and consumer-finance rules
governing everything from
mortgages to bank overdraft
fees.

GOP control of Congress
also will ease the way to
achieve such industry goals
as curbs on the Consumer Fi-
nancial Protection Bureau.

On the other hand, parts
of the industry have much
invested in the new rules.
Tearing them up could re-
quire other unpopular trade-
offs, such as higher capital
standards.

Beyond the uncertainties
in various sectors is the big-
ger one of who Mr. Trump
picks to lead his agencies.
Businesses are watching
closely and seeking to exert
influence as his transition
team floats various names.
The choices the new admin-
istration makes will help de-
fine its priorities and inten-
tions.

“Appointments represent
an attitude and direction to-
wards policy,” said John En-
gler, president of the Busi-
ness Roundtable, which
represents large U.S. corpo-
rations.

—Richard Rubin, Miguel
Bustillo and Ryan Tracy

contributed to this article.

BANKING
KBW Nasdaq Bank Index

CONSTRUCTION
S&P 500 Industrials sector

MANUFACTURING
S&P 500 Materials sector

Source: FactSet THEWALL STREET JOURNAL.

‘Dodd-Frank has been
a disaster, making it
harder for small
businesses to get the
credit they need.’
—Trump, Oct. 26, Charlotte, N.C. —Trump, Oct. 21, Johnstown, Pa. —Trump, Sept. 30, Novi, Mich.

‘Instead of rebuilding
other countries, our
plan is to target
substantial new invest-
ment here at home.’

‘American steel will send
new skyscrapers into the
clouds…We will put new
American steel into the
spine of our country.’

Pro: Could get relief from
regulations

Con:Worried about a tax on
their size

Pro: Eager for new burst of
spending

Con: Nervous over threats
of tariffs

Pro: Could be helped by new
trade policies

Con: Concerned about threats
to punish those who move
overseas

Pro: Rules governing internet
traffic may be eased

Con:Wary of antitrust pressures
that might stop mergers

‘We're going to take
on big business and
big media that have
enriched
themselves at your
expense.‘

Pro: Enthusiastic about
softening of drilling rules

Con:May not be able to revive
coal industry

‘We will unleash
American energy
including shale, oil,
natural gas, and clean
coal. We're going to
put our miners back
to work.‘

Pro: Infrastructure bill could
boost rural web connections

Con: Anxious about new visa
limits

‘We need highly skilled
people in this country,
and if we can't do it,
we'll get them in. But,
and we do need in
Silicon Valley, we
absolutely have to have.‘

Sectors Take Stock
Companies weigh pros and cons of Trump presidency

MEDIA
S&P 500 Media Index

ENERGY
S&P 500 Energy Index

TECH
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ter said, a move that would el-
evate a well-known national
figure to become the U.S.’s
chief diplomat.

Mr. Trump’s aides have also
considered former U.S. ambas-
sador to the United Nations
John Bolton as a possible can-
didate, but the close relation-
ship between Messrs. Giuliani
and Trump was a major con-
sideration, the people said.

Mr. Christie was ousted
from the transition team’s top
spot on Friday and made a vice
chair of the transition, a title
he shares with four others.

“It was a privilege to pre-
pare and advise the policy,

personnel and agency action
teams on all aspects of the na-
tional security portfolio during
the initial pre-election plan-
ning phase,” Mr. Rogers said in
a statement. “Our work will
provide a strong foundation
for the new transition team
leadership as they move into
the postelection phase, which
naturally is incorporating the
campaign team in New York
who drove President-elect
Trump to an incredible victory
last Tuesday.”

The statement didn’t ex-
plain why Mr. Rogers was leav-
ing, saying only that he was
“proud of the team” he had

put together and was now
handing off his work to “the
stellar new leadership team.”

The departure of Mr. Rogers
removes one of the most expe-
rienced national-security and
foreign-policy hands from the
transition team. He was a spe-
cial agent for the Federal Bu-
reau of Investigation before
being elected to Congress, and
he has extensive contacts in
law-enforcement, intelligence,
and foreign-policy circles. He
also has worked closely with
Democrats during his congres-
sional tenure.

Mr. Rogers was seen by
many Republican foreign-pol-

icy veterans as a likely candi-
date for the next director of
the Central Intelligence
Agency. It is unclear whether
his chances for this top post
will be affected now that he
has left the transition.

Mr. Trump’s transition team
was scheduled to have a large-
scale meeting on Friday to
plan their “landing teams” for
every federal agency, but that
process was upended when
Vice President-elect Mike
Pence replaced Mr. Christie.

This has forced the transi-
tion team to redraft what is
known as a memorandum of
understanding with the

Obama administration autho-
rizing Mr. Pence to lead the
transition process with vari-
ous federal agencies. These
landing teams are crucial be-
cause they help inform the in-
coming administration what
policies the agencies are
working on, how their person-
nel is structured, and what is-
sues need to be addressed.

“We look forward to com-
pleting that work so that we
can provide the necessary ac-
cess to personnel and re-
sources to get the president-
elect’s team up to speed and
deliver on President Obama’s
directive for a smooth transi-
tion,” said White House
spokeswoman Brandi Hoffine
said.

Messrs. Trump and Pence
were scheduled to meet Tues-
day in New York to discuss
the transition process, a
meeting that could lead to
more changes or expedite the
process for picking cabinet
nominees.

Another reason the process
is moving slowly is because
multiple people being consid-
ered for key positions in the
Trump administration haven't
completed their paperwork or
specified what potential con-
flicts of interest they might
face, a person familiar with the
matter said.

So far, Mr. Trump has
named just two officials who
will work in the new White
House: Chief of Staff Reince
Priebus and chief strategist
Steve Bannon.

—Michael C. Bender
contributed to this article.

didn’t respond to request for
comment on Mr. Rogers depar-
ture or the progress of his
team’s work.

After hurried meetings and
phone calls last week following
Mr. Trump’s victory, the tran-
sition process has nearly
stalled, several people familiar
with the matter said.

There is tension between
different camps, with the ex-
odus of Christie allies and
the ascension of aides close
to Sen. Jeff Sessions (R.,
Ala.), one of Mr. Trump’s
most trusted advisers. For-
mer Defense Intelligence
Agency Director Mike Flynn
also holds considerable influ-
ence with Mr. Trump, said
people familiar with the tran-
sition team’s work.

Mr. Sessions is expected to
hold a cabinet position in the
Trump White House, possibly
as attorney general, people fa-
miliar with the matter said.

Three of Mr. Trump’s adult
children and his son-in-law
Jared Kushner are also playing
a central role in the planning.
Mr. Trump has placed a prior-
ity on rewarding people for
loyalty during the campaign,
people familiar with the tran-
sition said, and this is affect-
ing the transition.

Former New York Mayor
Rudy Giuliani is the leading
candidate to be Mr. Trump’s
nominee for secretary of state,
people familiar with the mat-

ContinuedfromPageOne

TEAM

ously…what happens to in-
ternational trade agree-
ments? What happens to
Nafta?”

A Trump administration
that unleashes oil-and-gas
production and pursues a $1
trillion infrastructure pack-
age would prove a boon to
such makers of industrial
equipment as General Elec-
tric Co., Honeywell Interna-
tional Inc. and Rockwell Au-
tomation Inc.

On the other hand, Mr.
Trump could ding the sector
if he follows through on
pledges to penalize busi-
nesses that move factories to
Mexico and other lower-cost
countries.

Mexico is a sore point
among some major manufac-
turers after Mr. Trump criti-
cized the closure of a Carrier
Corp. air-conditioning plant
this year. United Technolo-
gies, Carrier’s corporate par-
ent, said in February that it
would close a pair of facto-
ries in Indiana, including
Carrier’s Indianapolis facil-
ity, shifting more than 2,000

jobs to Monterrey, Mexico.
“Our largest manufactur-

ing facility by employment is
in Mexico, and our Mexican
facilities are an important
part of our supply chain. If
the border were closed, it
would be a significant dis-
ruption,” Ted Crandall, chief
financial officer at Milwau-
kee, Wis.-based Rockwell,
told shareholders last week.

In energy, Mr. Trump
promised during the cam-
paign to cancel the Paris cli-
mate accord and cut regula-
tions that have held back oil-
and-gas drilling. During his
campaign, Mr. Trump
pledged to end the so-called
war on coal.

“He’s right. The war is
over,” said Ian Robertson,

For now, the jury is still
out for many businesses,
said Rob O’Neill, chief execu-
tive of American Hotel In-
come Properties REIT, which
owns hotels that serve the
freight industry.

“We like that the coal
miners are going to be put
back to work….That will
mean our rail hotels and
those regions filling up,” he
told analysts last week.

Mr. O’Neill said he also
worried an immigration
crackdown would make it
harder to hire workers:
“What we don’t like are the
issues surrounding the His-
panic population, many of
whom make up our best and
most loyal associates in the
hotel operators teams.”

The GOP establishment,
which watched as Mr. Trump
attacked trade deals it once
championed, is now hopeful
the president-elect will col-
laborate with a Republican
Congress to bridge their dif-
ferences.

Given Mr. Trump’s push
for more growth and jobs,
“there is a giant nexus of
crossover with Trump and
all of his advisers,” said
Bruce Josten, head of gov-
ernment affairs at the U.S.
Chamber of Commerce,
which had chilly relations
with the Trump campaign
for months.

On trade, Mr. Josten said,
there may still be “some
bumps in the road.” Yet the
pick of Republican National
Committee Chairman Reince
Priebus as chief of staff, he
added, is an early sign that
“Trump and his inner circle
realize they need Congress
to do a lot of the things he
wants to get done.”

Industrial stocks have
strongly outperformed the
S&P 500 index since the

election, as investors bet on
a Trump infrastructure
boom. That rally is predi-
cated on an assumption
some of the policies on
which Mr. Trump cam-
paigned won’t come to pass,
especially the imposition of
new tariffs and a retreat
from free-trade agreements.

Mr. Trump’s push for
more infrastructure spending
and the possibility for a
stronger dollar is “obviously
good news for us,” said
Bernd Scheifele, chief execu-
tive of German building ma-
terials concern Heidel-
bergCement AG.

“Trump is a doer. He’s an
executor. He’s a deal maker,”
he told analysts last week.
“The down side is obvi-

ContinuedfromPageOne

TRUMP

The stock rally is based on the assumption
that some of the policies on which Mr.
Trump campaigned won’t come to pass.
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LIFE&ARTS

Cape Canaveral, Fla.
If there was anything we could

have used more of on the national
stage in 2016, what with rancorous
political debate and pro athletes
who refuse to stand for the na-
tional anthem, it was genuine na-
tional heroes. Thus it’s extraordi-
narily timely that NASA has opened
its new Heroes and Legends galler-
ies, including a revamped U.S. As-
tronaut Hall of Fame, at the Ken-
nedy Space Center Visitor Complex.
These new exhibits celebrate men
who truly were heroes when that
word still meant something.

The new 37,000-square-foot
building, designed by Orlando-
based Falcon’s Treehouse, sets the
tone for visitors before they even
step inside. On one side of the
stark-white, rounded building is a
30- by 40-foot bas relief of the
Mercury Seven, the first class of
American astronauts, who were in-
troduced on April 9, 1959.

Inside, the exhibit wastes no
time in asking visitors to contem-
plate, “What is a hero?” A few of

Please see NASA page A12

BY MARK YOST

You’ve blown a job interview or
presentation. What if you could
get a do-over?

A humble plea for a second
chance sometimes reopens closed
doors if it strikes just the right
note: Email new evidence of your
qualifications for a job. Apolo-
gize when you’ve misinterpreted
a question, or send more infor-
mation to clear up a misunder-
standing.

Do-overs for job seekers are
rare, and the few who get a second
chance make an argument that is
both highly persuasive and hum-
ble, says Susan Peppercorn, a se-
nior consultant with ClearRock
Inc., an executive-coaching and ca-
reer-consulting firm in Boston.
“The key to any redo is, what can
you do for the company?” Ms. Pep-
percorn says.

Abhijit Phadnis was excited as
an M.B.A. student years ago about
landing a financial-manager posi-
tion at a consumer-products com-

pany. He was deeply disappointed
when he was rejected. At Ms. Pep-
percorn’s suggestion, Mr. Phadnis
emailed the hiring manager thank-
ing him and asking for feedback.
He was told that his interview an-
swers focused too much on his
past work on various teams, and
failed to explain how his individual
skills fit the job.

Mr. Phadnis fired off an impas-
sioned email asking the hiring
manager for a second chance. Hop-
ing the job hadn’t been filled yet,
he admitted he hadn’t done as well
as he should have in the inter-
views, explained that he had ad-
mired the company and used its
products since childhood, and
promised to offer additional infor-
mation. “If you give me another
chance, you won’t be disappointed.
I’ll show I can do what you’re
looking for,” he wrote.

A brief email soon arrived, sug-
gesting he get in touch. After a
phone call and another round of in-

terviews, Mr. Phadnis got the job.
It isn’t enough simply to ask a

stranger for a second chance.
“You have to give them something
new,” such as work samples or ex-
amples of past accomplishments,
says Robert Hellmann, a New York
career coach with the Five
O’Clock Club.

To gauge whether you might
need a do-over, try to get a sense
of the impression you made and
what interviewers saw as your
weaknesses. Mr. Hellman suggests
asking at the end of interviews,
“How do you feel about moving
my candidacy forward?” and “How
do I compare with others you’re
considering for the job?” You can
also ask for such feedback by
email immediately after the inter-
view. Then provide information
aimed at filling those gaps.

Even the most logical do-over
requests may fail. A job interview
was going well for Greg Zippi un-
til he told the hiring manager

travel wasn’t his favorite thing,
though he was accustomed to it
and entirely willing to do as much
travel as needed, says Mr. Zippi,
president of DecisionWise, a
Springville, Utah, organizational
development consulting firm. He
soon learned he’d been rejected
because the hiring manager
“heard me say I didn’t want to
travel,” Mr. Zippi says.

In a follow-up email, “I fell on
my sword, saying, ‘I apologize if I
confused you,’” and insisted he
was willing to travel. But the door
was closed, Mr. Zippi says.

Getting a do-over takes luck.
After doing well in six interviews
for a job years ago, Tom Borghesi
assumed he had it locked up. He
mistook an important talk with a
senior executive who would be the
final decision-maker for a casual
meet-and-greet. He showed up in
khakis and a sport coat and was
caught off-guard when the execu-

Please see DO-OVER page A12
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WORK & FAMILY | Sue Shellenbarger

MessedUp? Try a Do-Over
When a job interview or presentation goes wrong, you can get a second chance by admitting

mistakes, offering new information and other tactics. Ask for feedback often.
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The Kennedy Space Center Visitor Complex with the bas relief of the Mercury Seven at the left

From a volume by a beloved
entertainer to a memoir by a
media star, the end of 2016
promises new literary takes on
intriguing subjects. Here, a late-
fall reading list:

Settle for More
By Megyn Kelly (Nov. 15)
When the Fox News star’s hotly
awaited memoir hits shelves to-
day, readers can finally see for

themselves
what Ms. Kelly
has to say
about former
Fox News boss
Roger Ailes,
who resigned
this summer in
the wake of
sexual harass-

ment allegations. Also in the
offing: Ms. Kelly’s take on the
aftermath of the first Republi-
can presidential primary de-
bate—with that hard-hitting
first question and Donald
Trump’s “blood coming out of
her wherever” comment.

Forever Words:
The Unknown Poems
By Johnny Cash (Nov. 15)
In a year when Bob Dylan won
the Nobel Prize in Literature, it

seems fitting
that another
American music
legend, Johnny
Cash, also steps
into the literary
spotlight. This
collection, ed-
ited and pre-
sented by Paul
Muldoon, dips

into a trove of poems by Cash,
newly discovered in the family
archives. “If you think you
‘know’ Johnny Cash,” his son,
John Carter Cash, writes in the
foreword, “think again.”

Fantastic Beasts and
Where to Find Them:
The Original Screenplay
By J.K. Rowling (Nov. 18)
The sale of this bound screen-
play, which marks the “Harry
Potter” author’s screenwriting

debut, is timed
to the opening
of the “Fantastic
Beasts” movie,
starring Eddie
Redmayne. It is
inspired by Ms.
Rowling’s 2001
textbook for the
Hogwarts
School of Witch-

craft and Wizardry. Earlier this
year, the script for the play
“Harry Potter and the Cursed
Child” topped charts.

Moonglow
By Michael Chabon (Nov. 22)
“Did I tell you,” the grandfather
says, “about the time I dropped
a kitten out of the window?”

Mr. Chabon of-
fers up this
story and many
others in his
new novel, in-
spired by con-
versations with
his own grand-
father. The Pu-
litzer Prize-
winning author

dives into the facts and fictions
of family legend through the
confessions of a terminally ill
man, writing: “Out flowed a re-
cord of his misadventures, his
ambiguous luck, his feats and
failures of timing and nerve.”

The Undoing Project: A
Friendship that
Changed Our Minds
By Michael Lewis (Dec. 6)
Mr. Lewis, whose best sellers
like “Moneyball” turned statis-
tics into dramatic storytelling,

revisits the
world of num-
bers in his lat-
est book. The
author investi-
gates the forces
shaping human
decision-mak-
ing, and why
many people to-
day trust data

over intuition. It is anchored in
the story of Israeli psychologists
Daniel Kahneman and Amos
Tversky, whose landmark stud-
ies from the late 1960s into the
’90s altered the way we view
our minds. —Ellen Gamerman
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The Trump ObamaCare Panic

D emocrats are already panicked that
Donald Trump will repeal ObamaCare
and throw millions of people off the

subsidy rolls, while some con-
servatives seem panicked that
the President-elect will re-
nege on his campaign prom-
ises and millions of people
won’t be thrown off the enti-
tlement. Like most inflamed
political questions after Mr. Trump’s victory,
the health-care debate would benefit from
some perspective.

“Either ObamaCare will be amended, or re-
pealed and replaced,” Mr. Trump told the Jour-
nal last week, and on “60 Minutes” on Sunday
he added that “we’re not going to have a two-
year period where there’s nothing. It will be re-
pealed and replaced.” Mr. Trump is beingmore
subtle than his critics.

The most important point is that the busi-
nessman’s election has stopped the entitlement
cold. Until Mr. Trump intruded, liberals be-
lieved that the Affordable Care Act was the end
of history, or the beginning of the end, and it
would be a steady march toward single payer
and even more central planning, with them in
command.

But now the public has seen the results of
their commands—premiums are soaring by 25%
on average next year nationally and farmore in
some states. The cascade of insurers quitting the
unprofitable exchanges, lower-than-expected
enrollment and narrowing provider networks
are contributing to the law’swoes. Liberals have
been wrong on all the major health-care ques-
tions. They said health costs would fall, people
could keep plans and doctors they liked, and vot-
ers would learn to love ObamaCare.

Instead, ObamaCare’s manifest failures have
primed voters for new reform alternatives, and
almost any change in policy directionwould im-
prove on the status quo. Even some Democrats
were privately discussing reopening the law un-
der Hillary Clinton.

So far most of the debate has been focused
on the insurance mandates to cover birth con-
trol, pre-existing conditions and allowing adult
children to stay on their parents health plan un-
til age 26, as if those were the entire bill. The
first and third mandates increase costs at the
margins but also happen to be popular. Our
guess is that insurers would continue to offer
them even if not required by law.

The notion that pre-existing conditions can-
not be covered without a federal command is
a liberal myth meant to frighten the most vul-
nerable, and cancer patients are not going to
be turned away at hospital doors. But the
ObamaCare mandate-subsidize-regulate pro-
gram is not the only or best option to help the
sick, as reality has exposed.

The details are technical and involve the de-

sign of health insurance contracts, but the
main point is that there are reasonably healthy
markets—like employer-sponsored plans,

Medicare Advantage and the
Medicare drug benefit—that
do not exclude the sick.
ObamaCare’s high and rising
costs are due to its architec-
ture and attempt at income
redistribution, not to some

economic inevitability.
As a candidate in 2008, then Senator Obama

recognized that the fundamental problemwith
the insurance market is that it’s too expensive
formany consumers. He said that you don’t solve
homelessness by passing a law that requires peo-
ple to buy houses. It’s a shame he abandoned
that philosophy in the White House.

The reason so many people haven’t joined
ObamaCare is that they’ve concluded that its
health plans don’t offer value for the money,
even if they qualify for subsidies. Deregulating
and devolving power to states and consumers to
innovate and experimentwould allow insurance
products and prices to reflect what consumers
want. Unchaining health care fromWashington
would also increase competition and luremore
insurers back into the individual market. We’d
favor replacing ObamaCare’s complex subsidy
structurewith a refundable tax credit for people
who lack job-based coverage.

One lesson of ObamaCare that Republicans
should recognize as they debate a replace-
ment is the need to minimize disruptions.
Medicine is among the most personal and vis-
ceral of political topics, and voters tend to be
sensitive to government-created turmoil in
their own lives. Democrats learned this in
their 2010 and 2014 midterm debacles, or at
least they should have.

Another lesson is to approach the debate
with humility and build a stable and durable po-
litical consensus. Democrats never even tried
this in 2009 and 2010, and they imposed a sin-
gle “comprehensive” solution on a large and di-
verse country of 320million people. Other than
ObamaCare, there’s no law that says Texas and
California must have the same priorities.

House Republicans unified this year around
a smart set of health-care reforms in their “Bet-
ter Way” plan, and let’s hope they will avoid a
friendly-fire massacre over themeaning of “re-
peal.” Even Senate Democrats may have an in-
centive to cooperate because so many of them
are up for re-election in 2018 in states Mr.
Trump won.

One virtue of his election is how it is already
breaking up fossilized political certainties and
thus expanding policy opportunities. The Af-
fordable Care Act is vulnerable because it is
failing, and the Republican goal should be to put
patient-centered, higher quality and truly af-
fordable coverage within closer reach for all.

The GOP shouldn’t
blow itself up over the
meaning of ‘repeal.’

Europe’s Missing Growth

T he eurozone economy expanded 0.3%
last quarter, according to data released
Tuesday. Um, hurray?

We don’t begrudge Europe news that, by re-
cent growth standards, qualifies as good.
France notched quarterly growth of 0.2%while
Italy clocked in at 0.3%, which is better than the
zero and negative numbers from earlier this
year. The growth in Europe’s third- and fourth-
largest economies helped offset Germany’s
worse-than-expected 0.2%.

Still, it’s worth noting that these figures
are the best that Europe’s major economies
seem capable of achieving even as European
Central Bank chief Mario Draghi has provided
the sort of stimulus that our Keynesian
friends have long demanded: Negative interest
rates, a devalued euro (down by around 24%
from a 2014 high of $1.40), and purchases of
corporate and government bonds to the tune
of €80 billion per month.

Nor is that all. The eurozone has enjoyed

dramatic energy-price declines, mercifully not
entirely muted by that euro devaluation. This
helps explain how German consumers have
been able to keep their economy chugging, as
lower global prices offset the ruinous expenses
of Berlin’s green-energy boondoggles.

So where’s the rest of the growth—the ex-
pansion beyond 0.3% that the eurozone should
be experiencing thanks to these tailwinds? Even
now the Keynesians tell us it’s hiding in Frank-
furt, and that Mr. Draghi can free it with an-
other extension of his bond purchases at next
month’s ECB meeting.

Our guess is thatMr. Draghi is under no such
illusions about the extent of his powers. For
years he has been urging European leaders to
pursue the only kinds of policy reforms that can
lift growth, including lower taxes, liberalized
labor laws and fewer regulations over product
markets. If there’s any mystery to the Conti-
nent’s economic anemia, it’s why Europe’s polit-
ical class refuses to reach for the cure.
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LETTERS TO THE EDITOR

So It’s President-Elect Trump. What’s Next?
I disagree with two points included

in your editorial “President-Elect
Trump” (Nov. 10). You say Donald
Trump likely did not win on his pro-
gram. While Mr. Trump’s win had
multiple causes, many voted for his
positions on growing the economy,
lower marginal tax rates, reduced
regulations, energy independence, im-
migration, trade policy and so on.

You also recommend that he drop
his vow to investigate Hillary Clinton
(and her aides and lawyers) for crim-
inal activity and pardon her if she’s
convicted. A proper criminal investi-
gation of Mrs. Clinton and her staff
for violation of national security
statutes and obstruction of justice
should proceed. The rule of law is a
bedrock of our Constitution, our lib-
erties and our society.

JOHN GILSENAN
South Windsor, Conn.

Mr. Trump prevailed over all his
rivals during the primaries because
voters had realized that the promises
made to them by professional politi-
cians, were, all too often, cynical lies.
The rank and file gambled that
maybe a maverick, non-politician
would actually mean what he says. If
Donald Trump reneges on core prom-
ises, his presidency will be doomed
from the start.

Let President Obama pardon Hil-
lary Clinton if he wants. Rather than
trying to appease the 58 million peo-
ple who voted for Mrs. Clinton—an
impossible task—how about keeping
faith with the 58 million who voted
for Mr. Trump because they believed
what he was saying?

ROBERT L. MARSHALL
Newton, Mass.

Perhaps President Obama and Lois
Lerner of the IRS and their minions
were too clever by half. By their sup-
pression of more conventional Tea
Party activists beginning around 2011
or earlier, they forced those animal
spirits to find some other outlet,
which in 2016 turned out to be Don-
ald Trump. The political forces of
2011 finally boiled over in 2016.

MARK HOLLAND
Corona del Mar, Calif.

For the good of the country, I pro-
pose a presidential pardon for Hillary
Clinton in return for the closing down
of the scandalous Clinton Foundation
and its various entities. All of them,
with no new ones to be created.

RAYMOND REICH
Brooklyn, N.Y.

To millions of Americans it feels
like an eight-year fever has broken.
What is wrong with the progressive-
socialism of the Obama-Clinton Dem-
ocrats is reflected in the old law of
the instrument, “If all you have is a
hammer, everything looks like a nail.”
To the left, everything is viewed as a
problem for the federal government
to regulate and solve for the people,
not to be solved by the people. This
inevitably becomes a form of state
tyranny—not tyranny by a monarch
or a strongman, but by a top-down
bureaucracy that chokes innovation,
competition, prosperity and the free-
dom to succeed or fail. Mr. Trump’s
election was a democratic, voter-in-
spired repudiation of federal govern-
ment tyranny over the citizens.

MARK ROME
Grapevine, Texas

There are now a lot of shocked,
hurt and scared people (myself in-
cluded), but I take heart in the tried
and true democratic process and the
many freedoms we enjoy that allow
us to exercise our responsibility to
hold our elected figures accountable.
And we should remember that, de-
spite our many flaws, we are an in-
credibly resilient country.

JONATHAN H. WESTOVER
Orem, Utah

Flyover to coasts: “Can you hear
me now?”

LINDA HORTON
Somers, N.Y.

A Columnist’s
Responsibility

In 2008 and 2012 I
wrote columns oppos-
ing Barack Obama’s
bid for the White
House. I thought he
was an overrated
talker grandiosely
promising the trans-
formation and redemp-
tion of an America
that needed neither.
The cult of personality

that went with his candidacy creeped
me out. People who wore T-shirts with
the candidate posed as a prophet re-
minded me of religious believers, not
democratic citizens.

I’ve never regretted my opposition
to Mr. Obama, though I’ve never
wished him ill. Nor do I regret other
positions that earned me no favors
from readers, from my opposition to
Jonathan Pollard’s early release to my
support for keeping troops in Afghani-
stan (for which the journalist Michael
Wolff urged people to punch me in the
face). There are columnists who take
excellent care to stay on their audi-
ence’s good side. Not me.

But nothing quite prepared me for
the torrent of opprobrium stemming
from my undiminished disdain for
Donald Trump. In August 2015 I called
him a “loudmouth vulgarian appealing
to quieter vulgarians.” Last week, I
said he was a demagogue. I’ve lost
count of the number of readers in-
forming me—usually more than once—
that they’ve canceled subscriptions on
my account, or demanding that I apol-
ogize, resign or move to Israel. His
victory last week has redoubled those
demands.

To which my considered reply is:
Non, je ne regrette rien.

Well, not entirely. I was almost cer-
tain Mr. Trump would lose the elec-
tion. Nobody should ever hire me as a
political forecaster. I took too many
shots at Mr. Trump’s voters rather
than at the candidate himself. Millions
of voters in the general election were
not blind to his faults but chose him
as the lesser evil. They deserved less
scorn and more understanding.

The incoming Trump administration
also deserves an open mind, as Hillary
Clinton graciously put it in her con-
cession speech. It should be a rule in
democracies that candidates for high
office should be judged guilty till
proven innocent, while the winners
deserve to be held innocent till proven
guilty. To root for Mr. Trump to fail is
worse than unpatriotic. It’s self-de-
feating.

But let’s get a few things straight.
Winning an election doesn’t win an ar-
gument. Team Trump is not Team
America. Modesty always becomes a
political victor, especially one who lost
the popular vote by a historic margin.
And the question most appropriate for

Mr. Trump and his supporters isn’t
what his defeated critics owe him. It’s
what he owes them as their highest
political servant.

Something else: What a columnist
owes his readers isn’t a bid for their
constant agreement. It’s independent
judgment. Opinion journalism is still
journalism, not agitprop. The elision
of that distinction and the rise of ma-
levolent propaganda outfits such as
Breitbart News is one of the most
baleful trends of modern life. Serious
columnists must resist it.

Independent judgment should also
mean an occasional countervailing
view, especially when it runs against
the grain of readers’ thinking. “It is
the true believer’s ability to ‘shut his
eyes and stop his ears’ to facts that do
not deserve to be either seen or
heard,” wrote Eric Hoffer in 1951,
“which is the source of his unequaled
fortitude and constancy.”

Many things explain Mr. Trump’s
unexpected victory, but not the least
of them was the ability of his core

supporters to shut out the inconve-
nient Trump facts: the precarious
foundations of his wealth, the plastic-
ity of his convictions, the astonishing
frequency of his lying. Mr. Trump at-
tracted millions of voters thirsty to
believe. That thirst may hold its own
truth, but it doesn’t lessen a colum-
nist’s responsibility to note that it
won’t be slaked by another hollow slo-
gan of redemption. “Make America
Great Again” will go the way of “Hope
and Change.” Whether or not this dis-
appointment gives way to wisdom is
another question.

One last thing: Columnists owe
their readers a moral voice. In ap-
pointing Steve Bannon as top strate-
gist, it might be said that Mr. Trump
is balancing the establishment and in-
surgent forces that supported him. But
the significant fact is that Mr. Bannon
presided over a website that delighted
in calling Bill Kristol a “renegade
Jew,” said of Anne Applebaum that
“hell hath no fury like a Polish, Jew-
ish, American elitist scorned,” and de-
fended the Confederacy as a “patriotic
and idealistic cause.” If get-in-line Re-
publican leaders won’t call Mr. Bannon
out on this, it falls to the columnists
they likely read to do so.

“A good newspaper,” Arthur Miller
said, “is a nation talking to itself.” A
responsible columnist, I would add, is
a companion talking back to you. To
talk is not to echo.

Write bstephens@wsj.com.

In an age of political
propaganda, readers deserve
independent judgment.

GLOBAL
VIEW
By Bret
Stephens

Modi’s Money Mess

N arendraModi’s abruptNov. 8 decision to
make nearly 90% of India’s cash unus-
able continues to cause huge disruption

to the economy, inspiring pro-
tests against the PrimeMinis-
ter. He insists the sudden de-
monetization of 500 and 1,000
rupee notes (worth $7.40 and
$14.80) is necessary to fight
“black money,” the fruits of
corruption and crime. But by failing to cut taxes
and deregulate first, he is curtailing economic
freedom.

More than bad guys hold large amounts of
cash in India. The informal or underground
economy comprises an estimated 45% of GDP
and employs 80%of theworkforce. These enter-
prises can’t afford to complywith onerous gov-
ernment regulations, so they carry out transac-
tions in cash, though their activities are
otherwise legal. Informal lenders who finance
suchbusinesses also hold large amounts of cash.

Underground activity continues to grow
faster than the economy as awhole. In an inter-
viewwith Bloomberg a year ago, FinanceMinis-
ter Arun Jaitley called himself a “great sup-
porter” of the technically illegal enterprises.
“The informal sector generatesmore jobs than
the organized industry,” he said.

YetMr.Modi seems to have underestimated
the extent towhich hismoney swapwould hurt
these businessmen, alongwith their employees
and customers. Aweek after the switch Indians

are still standing in long lines at the bank to con-
vert their banknotes instead of working.

Meanwhile, the real criminals can pay run-
ners to convert their cash,
which is only a small part of
their haul. Corrupt officials
and big crime syndicates laun-
der their illicit earnings into
gold, real estate and offshore
bank accounts. The govern-

ment expects to reap a $45 billionwindfall from
cash that is not exchanged, but that by itselfwill
do little to curtail future crimes.

Mr. Modi says he will push Indians to use
banks and electronic payment systems formore
transactions, and there are fears the government
could demonetize large bills again. So criminals
will hold less cash, and informal businesseswill
be starved of liquidity.

A betterway to tackle corruptionwould be to
eliminate unnecessary regulations that give offi-
cials the arbitrarypowerneeded to solicit bribes.
Reformof the tax code to cut rates and eliminate
loopholes would reduce the opportunities and
incentives for tax evasion. Then the fight against
corruption wouldn’t need to harm the poor.

Cash is vital to the Indian economy because
it allows people to escape the crushing weight
of state bureaucracy. Reduced reliance on cash
could be a useful indicator that Mr. Modi’s re-
forms are succeeding. But punishing Indians for
their rational preferenceswill backfire economi-
cally and politically.

Deprived of cash,
Indians are deprived
of economic freedom.
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OPINION

The Electoral College Is Anything But Outdated

T he outrage from Hillary Clin-
ton supporters came immedi-
ately: Donald Trump might

have won the Electoral College, but
he appears to have lost the popular
vote. This was said to be a violation
of democracy, one that defied the
principle of “one man, one vote.” A
Yale professor slandered the Found-
ers by telling the website Vox that
the Electoral College was created to
protect slavery.

We can think about this better if
we understand two things: What
does the Electoral College do, and
why does it do it?

On Dec. 19, the electors of every
state and the District of Columbia
will meet. Each state has the same
number of electors as it does U.S.
senators and representatives com-
bined. The state legislature decides
how the electors are selected.

The chosen electors are bound by
custom everywhere and by law in
many states to support the presiden-
tial candidate who won their state’s
popular vote. If they fail to vote this
way, they will be “faithless electors.”
This has happened but rarely in the
history of the presidency.

Everything about this process is

as the Constitution directs, with the
exception of the last bit. Nothing in
the founding document requires
electors to support the candidate
who wins the popular vote in their
state. In America’s early years many
states did not even conduct popular
presidential elections.

Instead electors were picked by
state legislatures or by governors.
The Framers had the idea that the
electors, in choosing a president,
would vote their consciences after
deep discussion—and sometimes this
happened. Often, however, electors
were selected because they had de-
clared support for a particular candi-
date.

As the practice of holding a popu-
lar vote spread, it was natural that
the electors would follow those re-
sults. Still, the Electoral College con-
tinues to recognize that Americans
vote by state—in the same way that
they elect the Senate and the House,
and the same way that they voted
those many years ago to ratify the
Constitution.

But now there is a national move-
ment to require that electors sup-
port the presidential candidate who
wins the national popular vote. The
proposal, called the National Popular
Vote Interstate Compact, has been

passed by 10 states and the District
of Columbia. Implementing this
practice would be a disaster.

Consider for a minute why the
Electoral College was invented. Al-
though it is odd, it is also a plain ex-
pression of the Constitution, part of
the structure that has made Amer-
ica’s founding document the best
and longest lived in history.

The Constitution reflects the par-
adox of human nature: First, that we
alone among earthly things may ex-
ercise our own volition; second, that
sometimes we exercise such power
badly. This is why we require laws to
protect our rights, as well as re-
straints upon those who make and
enforce those laws.

The Constitution is paradoxical
most of all about power, which it
grants and withholds, bestows and
limits, aggregates and divides, liber-
ates and restrains. Elections are

staggered, so as to distribute them
across time. The founding document
also divides power across space; the
people grant a share of their natural
authority to the federal government,
but another share to the states
where they live.

This innovation is most directly
responsible for the greatness of the
United States. Think what the Found-
ers achieved: They invented a way of
governing, and they extended it
without benefit of kings or colonies
across a vast continent, bigger than
they could imagine, until they got to
the other side 30 years later. The
magnificent Northwest Ordinance
granted free government to the ter-
ritories, then representative and in-
dependent state government thereaf-
ter. Ruled from Washington, the
nation could never have settled this
land in freedom nor made it so
strong.

The practical political equality
that the American people have
achieved depends entirely upon their
ability to spread political authority
across a vast area. In American po-
litical life, it matters how many peo-
ple are in favor of a given thing. It
also matters where they live.

Mr. Trump joins John Quincy Ad-
ams, Rutherford B. Hayes, Benjamin

Harrison and George W. Bush as the
only presidents who won without the
popular vote. After 2000, this is the
second time in recent years—a prod-
uct of the deep and wide division in
America between the urban and the
rural, the sophisticated and the rus-
tic, the cosmopolitan and the local.

It is a shame that the winner this
year, Mr. Trump, lost the popular
vote by a whisker. But it would be as
much or more a shame if Mrs. Clin-
ton had prevailed despite massively
losing the geographic vote, the vote
across space, the vote that reflects
the different ways that Americans
live.

We forget that it is a historical
rarity to have an executive strong
enough to do the job but still re-
sponsible to the people he governs.
The laws in the U.S. have worked
that miracle for longer than any-
where else. Remember that the
Electoral College helps establish the
ground upon which the American
people must talk with each other,
while ensuring that they are not
ruled as colonies from a bunch of
blue capitals, nor from a bunch of
red ones.

Mr. Arnn is the president of Hills-
dale College.

By Larry P. Arnn

In a deeply divided nation,
a candidate shouldn’t be
able to win by appealing
only to urban sophisticates.
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Squaring Trumponomics With Reality
substituting a low tax on repatriated
profits for the full U.S. corporate tax
rate. A 10% tax on repatriated profits
would provide a strong incentive to
bring back funds instead of investing
them abroad. Taxing profits that
would otherwise have remained
abroad would provide extra revenue
with which to finance incentives for
investment and training as well as a
reduction in the current 35% tax rate
on domestic profits.

• Personal taxes. Top marginal tax
rates have risen to 40% from 28%
since the 1986 Reagan tax reforms.
Substantial reductions in these rates
can be achieved, as Mr. Trump prom-
ised in his campaign, without raising
the deficit by eliminating deductions
and credits for everything from buy-
ing an electric car to expensive local
government services. Eliminating tax
deductions for everything but chari-
table gifts and mortgage interest
would raise enough revenue to fi-
nance a 10% tax cut across the board.
Additional tax cuts could be financed
by capping the exclusion for em-
ployer paid health insurance.

• International trade rules. During
the campaign Mr. Trump promised to
tear up the North American Free
Trade Agreement if he could not ne-
gotiate a substantial improvement.
Revoking the agreement would put
more than $600 billion of U.S. ex-
ports to Canada and Mexico in jeop-
ardy. According to the U.S. Census
Bureau, U.S. companies export more
to Canada than they import from
Canada. Including Mexico, total Nafta
imports exceed exports by less than
$40 billion, an amount equal to just
one-quarter of 1% of GDP.

Although ending Nafta would be a
mistake, trade experts agree that
Nafta would benefit from being up-
dated to reflect changes in the econ-
omy that have occurred in the past
22 years. Fortunately this can be
done without scrapping the entire
agreement by negotiating “side
agreements” to protect U.S. inter-
ests.

• National debt and Social Secu-
rity. According to the Congressional
Budget Office, the ratio of govern-
ment debt to GDP has more than dou-
bled in the past decade to 76% and is
projected by the CBO to continue ris-
ing to more than 85% by 2026 on its
way to over 100% in the following de-
cade. Cutting spending on defense
and on nondefense discretionary pro-
grams cannot reverse this debt ex-
plosion. Defense outlays are already
scheduled to fall to 2.7% of GDP from
3.2% over the next decade, lower
than any level since World War II.

That decline needs to be reversed if
the military is to protect the U.S. and
its allies.

Reducing budget outlays requires
slowing the growth of Medicare,
Medicaid, ObamaCare and Social Se-
curity. Mr. Trump’s promised over-
haul of ObamaCare will help to re-
duce government health spending,
although it is an uphill battle because
of the aging population and the tech-
nical changes that provide opportuni-
ties for expensive but effective health
care.

Reforming Social Security, which
now pays out more than it takes in, is
therefore critical. Today’s benefits
are paid only by drawing down the
“trust-fund balance” accumulated in
previous years, an accounting gim-
mick that adds to the overall budget
deficit. Social Security actuaries pre-
dict on their most likely assumption
that within the next 20 years the
trust-fund balance will be exhausted,

requiring a 25% cut in benefits at
that time or a major jump in tax
rates.

Mr. Trump has promised to pro-
tect Social Security beneficiaries. But
if he wants to protect future retirees
from a large benefit cut, he should
work with Congress to enact a grad-
ual rise in the age for full benefits,
just as Ronald Reagan did in 1983.
Since then life expectancy for Ameri-
cans in their mid-60s has increased
by three years. Gradually raising the
age for full benefits to 70 years old
from 67 for those now younger than
55 years old, while leaving open the
option of getting actuarially equiva-
lent benefits at an earlier age, would
help to assure that future retirees
don’t face a sharp cut in benefits.

• Infrastructure. Although there
appears to be bipartisan support for
spending on roads, bridges and other
infrastructure, this should be post-
poned until an economic downturn
creates the need for fiscal stimulus.
Meanwhile, it would be good to de-
vote those dollars to reducing the na-
tional debt while drawing up specific
investment plans to be ready during
a downturn.

There are other perhaps less ur-
gent problems that also need to be
tackled. The good news is Mr. Trump
can look forward to at least two years
with the support of both houses of
Congress to solve those problems and
strengthen the U.S. economy.

Mr. Feldstein, chairman of the
Council of Economic Advisers under
President Ronald Reagan, is a profes-
sor at Harvard and a member of the
Journal’s board of contributors.

By Martin Feldstein

President-elect Trump and House Speaker Paul Ryan at the Capitol, Nov. 10.
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President-elect Donald Trump
will soon be working with
Republican majorities in the
House and Senate to reshape
tax and spending laws to in-

crease economic growth, raise living
standards and protect America’s eco-
nomic future. His challenge will be to
do this in a way that is fiscally respon-
sible as well as consistent with his
campaign goals.

• Jobs and corporate taxes. Al-
though there are local pockets of high
unemployment, the economy as a
whole is essentially at full employ-
ment with a 4.9% unemployment rate
in October. The key to better jobs is
increased business investment in
equipment and research to raise la-
bor productivity, supplemented by
more skill training in firms and com-
munity colleges. Tax reform could in-
duce U.S. companies to bring back
some of the $2 trillion of profits held
abroad and could provide incentives
for firms to spend those funds on in-
vestment and training.

Companies will bring back over-
seas funds if the U.S. shifts its
method of taxing repatriated profits
to the “territorial system” used by
every other major industrial country,

Corporate and personal
tax cuts will boost growth.
But debt will rise without
reducing budget outlays.

B engt Holmstrom, a professor
at MIT, is slated to accept a
Nobel Prize in economics next

month for his pathbreaking contri-
butions to contract theory. Con-
gressmen and corporate boards
might take note: Mr. Holmstrom’s in-
novative proposal for indexed stock
options, which aren’t yet widely
used, could be one solution in the
political debate over whether CEOs
are fairly paid for performance.

Almost all stock options today
have a fixed exercise price: The
holder buys the company’s stock at
the market price on the day the op-
tions were granted. The idea is to
align the interests of CEOs and their
shareholders. If the stock rises, the
executive buys at the old price and
makes a profit. If the company’s
stock is flat or down, the options
become worthless.

A Nobel Idea to Pay CEOs What They’re Actually Worth
Unfortunately, as Mr. Holmstrom

pointed out in 1979, fixed-price op-
tions can easily reward poorly per-
forming executives during times of
rising markets. Suppose a drug com-
pany grants 50,000 options to its
CEO with an exercise price of $100
a share. If in three years the stock
rises by 30%—to $130 a share—the
CEO exercising his options would
make a profit of $1.5 million.

Sometimes this profit might re-
flect the outstanding work of the
CEO. But suppose the stock prices of
comparable drug companies rose by
60% on average during the same
three years. Suddenly the CEO’s op-
tions look like a windfall instead of
a reward for superior management.

The opposite can also happen.
Suppose the stock of our CEO’s firm
fell by 15% a share in three years,
when comparable drug companies
dropped by 30%. The CEO’s stock
options would be worthless, even

though he did a much better job
than his peers of managing the de-
cline in the industry.

An indexed stock option elimi-
nates these problems by doing away
with the fixed exercise price. In-
stead, the CEO has the option to
purchase stock at a price that rises
or falls along with the share prices

of comparable firms. The board
would choose an appropriate indus-
try stock index against which to
measure the executive’s perfor-
mance. For administrative feasibil-
ity, the exercise price of the indexed
options could be adjusted no more
than annually.

To take an example: If the indus-
try index rose 10% by the end of one
year, so would the exercise price of
the CEO’s options. Meaning that if

the stock of the CEO’s firm in-
creased by the same 10% that year,
his options wouldn’t gain value.
This is the way to avoid over-re-
warding (or under-rewarding) exec-
utives. CEOs with true managerial
skill, those who beat their industry
averages, will be richly compen-
sated. Those who don’t will not.

So why have few companies
awarded options structured this
way? Historically, firms shunned in-
dexed options because the variable-
price model would generate expenses
on their income statements, while
fixed-priced options did not. But that
comparative disadvantage no longer
exists: For roughly a decade, compa-
nies have also been required to re-
cord expenses for fixed-price options.

More important, an indexed stock
option is subject to onerous taxes.
Regulators wanted to prevent com-
panies from granting options with
exercise prices below market—say, a
$70 option on stock worth $100—
thus giving their executives built-in
profits. So there’s a special rule for
any option whose exercise price
drops below the stock’s market
value on the grant date: the govern-

ment immediately taxes these built-
in profits, plus a 20% penalty.

Indexed stock options weren’t the
target, but they fall under that regu-
lation. To encourage companies to
adopt Mr. Holmstrom’s proposal, tax
authorities should revise the rule to
exempt indexed options.

A last factor is competition. Ex-
ecutives might say that indexed op-
tions are less valuable than fixed-
price ones, especially in rising
markets. But there are other ways
to bid for top CEO talent. Compa-
nies could grant them restricted
shares, whose payoff depends on
achieving specified revenue or earn-
ings targets.

Indexed options are designed to
reward managerial skill instead of
fortuitous movements of the stock
market. The government should
change the tax rules so that a per-
formance-oriented company may
choose to award them without pen-
alty. It’s a good idea—and you don’t
have to take my word for it: Ask the
Nobelist.

Mr. Pozen is a senior lecturer at
MIT’s Sloan School of Management.

By Robert C. Pozen

Sen. Bernie Sanders, appearing
Monday on “The View”:

Here’s what happened. Do we have
racists and sexists in this country?
We do. On the other hand, I think
what happened is Trump touched a
nerve on the part of millions of peo-
ple that media doesn’t often talk
about. And that is, you’ve got a mid-
dle class for the last 40 years that
has been shrinking. You’ve got people
working two or three jobs. You’ve got
a single mom who can’t afford
$12,000 a year for child care. You’ve

got a worker who’s seen his job go to
China. You’ve got a parent who’s
wondering how in God’s name when
I make $40,000 a year am I going to
be able to send my kid to college.
You’ve got a 60-year-old worker to-
day who has $500 in the bank and is
facing retirement. You’ve got millions
of people who are living in extraordi-
nary economic anxiety. And mean-
while the very richest people and
largest corporations are doing phe-
nomenally well. And people are say-
ing all over this country—black and
white, Latino—“What about me?

Who’s going to stand up for me?”
And in my view the Democratic Party
has not been as strong as it should be
in saying yeah, we’re going to stand
with the working people.

Joy Behar: But you did.
Sanders: I did. I did.
Joy Behar: Let me ask you some-

thing: So if you were the candidate,
they say you would have won. I’ve
been reading about that.

Sanders: The answer is, who
knows, and who will ever know. But
the point is we’ve got to talk about
the future and how we go forward.

Notable & Quotable: Would Bernie Have Won?

Indexing stock options
would reward only skilled
executives who beat their
industry average.
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cury Seven to be launched into
space twice. We also hear from
more of these exceptional men,
such as Neil Armstrong, who in
July 1969 became the first man to
walk on the moon, and Jim
Lovell, who safely piloted back to
earth the doomed April 1970 lu-
nar mission that was the subject
of the Tom Hanks film “Apollo
13.”

It may not surprise you to
learn that when asked who their
heroes were, many of them say
“my father” or a teacher who en-
couraged them to succeed. But it
is the principles that each defines
as important that set the tone for
the second half of the exhibit. To
that end, there are small, themed
galleries that link artifacts to ide-
als. For instance, in the gallery
entitled “Inspired” are vintage
Amazing Stories comic books, as
well as Buck Rogers and Flash
Gordon toys and watches.

There are more personal
items, too. In the “Passionate”
gallery we find the varsity letter
and sweater of Frank Borman, the
commander of Apollo 8, the first
mission to fly around the moon.
“Tenacious” features the World
War II bomber jacket and Experi-
mental Test Pilot Textbook be-
longing to Deke Slayton, one of
the Mercury Seven. He was
grounded in 1962 with atrial fi-
brillation, a heart condition, but
stayed on as NASA’s Director of

other review in three months. He
also began taking more initiative.
The next review was much better,
says Mr. Breidbart. Even so, he has
since changed careers and is now a
comedian and producer of comedy
shows living in Scarsdale, N.Y.

Recovering from a failed pre-
sentation isn’t an easy fix, but it
can be done.

Mr. Hellmann coached a newly
promoted marketing director
whose boss criticized her after a
presentation for finding fault with
other departments and straying
from the strategy he had set. She
became defensive and walked out
of the meeting.

Mr. Hellmann urged her to set
aside her pride. She apologized to
her boss, admitted she shouldn’t
have been defensive, repeated his
criticisms to ensure that she un-
derstood, and asked for a second
chance to do a similar presenta-
tion. Her boss agreed, and her
next performance was a success.

It isn’t wise to ask for a lot of
do-overs at the same task, manag-
ers say. Jonathan Wasserstrum,
chief executive officer of
TheSquareFoot.com, a New York
real estate technology company,
grants them freely “as long as em-
ployees are trying to push the ball
forward and challenge them-
selves,” he says.

tive peppered him with questions
about his résumé. The executive
walked him out after only a few
minutes, leaving him thinking,
“That did not go well,” says Mr.
Borghesi, chief operating officer of
Open Systems Technologies, a New
York staffing firm.

Mr. Borghesi called the executive
and apologized, blaming himself
and asking humbly for another
chance. The executive said yes and
Mr. Borghesi showed up for the sec-
ond interview dressed “as if
straight off a magazine cover,” tak-
ing pains to show respect, stand up
straight, make eye contact and offer
a firm handshake. He got the job.

It is different to ask a boss or a
colleague for a do-over. You might
make a case that a second chance
will benefit your team or depart-
ment. A do-over can also be a
quick way to recover from a mis-
understanding.

Shaun Eli Breidbart was
shocked when a boss told him in a
performance review that he wasn’t
showing enough initiative on his
job as a bank employee.

Instead of waiting a year for
the next review, he asked for an-

ContinuedfrompageA9

DO-OVER

Flight Crew Operations for nearly
a decade. He was then medically
cleared to fly and at 51 became
the oldest person in space. Tena-
cious, indeed.

Perhaps the best-ever mar-
riage of an artifact and technol-
ogy is the Gemini 9 space capsule
on display here. Visitors first see
it through a piece of clear glass
that acts as a projector screen. A
life-size image of astronaut Gene
Cernan is projected onto the
screen showing visitors how, on
one of the first-ever space walks,
he struggled to get back inside.
He eventually made it after two
hours of hard struggle, drenched
in sweat. His ordeal led engineers
to design more external handles
on future modules.

The hall of fame, which used
to be housed six miles away, fea-
tures 93 inductees out of the
more than 500 men and women
who have called themselves “as-
tronaut,” including those from
the Shuttle era. In addition to a
rotunda with a plaque for each
hall of famer, there are interac-
tive kiosks that allow visitors to
look up astronauts by name, mis-
sion or era.

A panel near the entrance of
the hall reads, “Here we honor
the brave first flyers who jour-
neyed into space . . . ”

And rightfully so.

Mr. Yost is a writer in Houston.

the answers in the video collage
come from celebrities like actor
George Takei, who played Mr.
Sulu on the original “Star Trek.”
But the question is mostly put to
the very heroes who are the fo-
cus of the 93 objects including
spacecraft and memorabilia on
display. The answers they pro-
vide are a stark contrast to what
passes for a hero in today’s cul-
ture. Commonly heard words are
“selfless,” “sacrifice” “dedica-
tion” and “principle.” Not one
says he was “brave.”

Another short, introductory
film reminds visitors that the
men of Mercury, Gemini and
Apollo, the earliest space pro-
grams, truly risked life and limb
to go where no man had gone be-
fore. The retrospective also re-
minds us that these incredibly
humble men were household
names in the 1960s and ’70s,
some as popular as any film and
TV stars. Men like Alan B. Shep-
ard, who in May 1961 became the
second man in space, the first to
pilot his craft; John Glenn, the
highly decorated Marine pilot,
who in February 1962 became the
first American to orbit the Earth;
and Gus Grissom, who in March
1965 became the first of the Mer-

ContinuedfrompageA9

NASA
The original consoles from the Mercury Mission Control room with the map used to follow the path of capsules
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Work & Family Mailbox

Q Your column on bullying was
very informative. How do you
suggest getting kids to talk

about it? I have two middle-
schoolers, age 11 and 13, who are
both short, so I suspect they’re
getting teased some, but when I
ask about it, I don’t get much in-
formation. –M.S.

AMost middle-schoolers don’t
tell their parents when they’re

being bullied. Many fear their par-
ents will overreact. Peppering a child
with questions usually causes them
to withdraw further.

Create opportunities for your chil-
dren to open up by planning relaxed
activities with each one separately,
such as taking a hike, playing video-
games or walking the dog. Ask open-
ended questions about social life at
school and wait for a reply. If an
awkward silence ensues, be still and
let your child ponder what to say.

Ask to see their social-media pro-
file pages, or get their passwords so
you can monitor what students are
saying online. Look for telltale signs
of victimization—increased sadness,
withdrawal from social activities,
avoiding eye contact, falling grades,
anxiety when using social media or
reluctance to attend or talk about
school.

Assure your children you will
work with them if they’re being bul-
lied and ask how they’d like to han-
dle the situation before taking any
action. Demonstrating a calm, ethi-
cal problem-solving approach in
other situations will make this as-
surance more credible. And don’t
send mixed messages by support-
ing bullying behavior in other situa-
tions, such as cheering on a coach
who uses teasing or harassment to
motivate players.

Email sue.shellenbarger@wsj.com.
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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

Amsterdam 13 7 pc 10 5 sh
Anchorage -2 -7 s -4 -7 s
Athens 14 9 pc 17 10 s
Atlanta 23 9 s 24 10 s
Baghdad 29 12 pc 26 11 c
Baltimore 16 4 s 17 4 s
Bangkok 34 25 s 34 25 s
Beijing 13 3 s 8 6 c
Berlin 10 7 c 10 9 sh
Bogota 19 8 pc 19 9 sh
Boise 9 -3 sh 8 -2 s
Boston 15 6 pc 15 5 s
Brussels 14 9 pc 11 6 sh
Buenos Aires 24 9 pc 20 8 pc
Cairo 24 15 pc 23 14 pc
Calgary 4 -5 sn 2 -7 s
Caracas 30 23 pc 31 23 pc
Charlotte 20 5 s 21 5 s
Chicago 15 8 s 21 12 pc
Dallas 29 15 s 26 17 pc
Denver 25 1 pc 7 -7 sh
Detroit 16 4 pc 18 10 s
Dubai 30 22 s 31 22 s
Dublin 10 4 pc 7 1 t
Edinburgh 8 4 pc 7 0 pc
Frankfurt 11 8 sh 12 9 sh

Geneva 9 5 c 11 7 sh
Hanoi 30 22 c 30 21 pc
Havana 26 16 pc 26 15 s
Hong Kong 27 22 s 27 23 s
Honolulu 29 22 pc 29 22 s
Houston 29 16 s 28 19 pc
Istanbul 10 5 pc 12 8 s
Jakarta 32 24 sh 31 25 t
Johannesburg 24 14 pc 26 15 t
Kansas City 23 15 s 24 11 s
Las Vegas 25 8 pc 16 5 s
Lima 26 17 pc 26 17 pc
London 14 6 pc 12 3 pc
Los Angeles 22 9 pc 22 9 s
Madrid 15 3 s 17 5 s
Manila 32 24 pc 32 25 c
Melbourne 20 9 pc 29 18 pc
Mexico City 19 10 pc 21 11 pc
Miami 25 18 pc 26 21 s
Milan 9 3 s 9 5 c
Minneapolis 15 8 pc 15 8 pc
Monterrey 27 11 pc 28 13 pc
Montreal 10 5 pc 10 3 pc
Moscow -4 -6 c -2 -3 sn
Mumbai 34 20 pc 35 19 pc
Nashville 22 7 s 26 11 s
New Delhi 28 13 pc 29 14 pc
New Orleans 25 14 s 27 18 s
New York City 15 9 s 17 8 s
Omaha 22 10 s 23 5 pc
Orlando 25 11 s 26 14 s

Ottawa 11 3 pc 11 2 pc
Paris 13 10 c 13 7 sh
Philadelphia 17 7 s 16 6 pc
Phoenix 29 13 c 23 8 s
Pittsburgh 15 2 pc 16 7 s
Port-au-Prince 31 22 t 31 22 pc
Portland, Ore. 11 6 r 11 4 pc
Rio de Janeiro 29 23 pc 28 22 t
Riyadh 31 12 s 31 12 s
Rome 16 6 s 17 13 pc
Salt Lake City 13 -1 sh 5 -4 sn
San Diego 22 14 pc 23 13 s
San Francisco 17 9 pc 17 10 s
San Juan 31 25 pc 31 25 pc
Santiago 28 12 s 32 13 s
Santo Domingo 31 23 t 32 23 pc
Sao Paulo 27 18 pc 25 16 t
Seattle 11 5 sh 10 3 c
Seoul 10 4 pc 15 4 s
Shanghai 18 14 pc 18 16 c
Singapore 30 25 c 31 25 pc
Stockholm 2 1 c 5 2 pc
Sydney 23 17 s 24 17 s
Taipei 26 21 c 28 22 s
Tehran 21 12 pc 21 13 c
Tel Aviv 24 17 c 23 15 pc
Tokyo 13 9 pc 16 9 pc
Toronto 14 4 sh 13 8 pc
Vancouver 10 5 sh 9 3 sh
Washington, D.C. 17 8 s 18 7 s
Zurich 8 5 r 11 4 pc

Global Forecasts

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

Today Tomorrow
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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

Across
1 Slasher film
archetype

5 Sunday paper
section

11 Hosp. areas
14 Clarinet cousin
15 Works with

libretti
16 Batman

portrayer
between Michael
and George

17 •Eco-commuter’s
path

19 Second person
20 Neptune, e.g.
21 Swabbed

specimen
22 Ancestry

diagram
23 Mug, e.g.

Previous Puzzle’s Solution

24 •Pedestrian’s
path

26 Pricey medical
device in 2016
headlines

29 Polio researcher
Albert

30 Lessen
31 Contemplate
33 World’s longest

mountain range
36 Express publicly
37 •Motorist’s path
40 Muesli bit
41 Tagalong’s cry
43 Young beaver
44 Unbridled anger
45 Seize illegally
48 Revels in victory
50 •Ethical person’s

path

53 Selected at
random

54 Kin of turquoise
55 Early Beatle

Sutcliffe
56 Time of change
60 Haul into court
61 Crowdfunding

choice, and a hint
to the beginnings
of the starred
answers

63 “___ the
season...”

64 Wise daughter of
Zeus

65 Med. sch. subject
66 Wolfed down
67 Applies, as a coat

of primer
68 Thanksgiving

dish

Down
1 Cook’s
predecessor at
Apple

2 Theater award
3 Stimulant-
yielding shrub

4 One who
coordinates
with the
director of
photography

5 Accompaniment
for hot wings,
perhaps

6 Unlock, in poetry
7 Pinochle scores
8 Tabriz residents
9 Nunavut’s
nation

10 Allentown-to-
Phila. direction

11 Conversation
ender

12 “Gaspard de la
Nuit” composer

13 Glossy
18 Hen holder
22 Bed size
25 StubHub’s parent
26 Lake seen from

Toledo
27 Official language

of Mozambique
28 “Science Guy”

Bill

30 Fish ladder
setting

32 “It’s a mouse!”
34 Dumbo’s

wings
35 Messy room
37 Low square
38 One might be

powdered
39 Martin Luther

King Jr., e.g.
42 Workplace

watchdog, for
short

44 “King Kong”
star

46 Bilingual
“Sesame Street”
Muppet

47 Not uniform
49 Draft

classification
50 “___ la vista,

baby”
51 Poor sport’s

cry
52 Fists, slangily
57 Sicily sight
58 Copy room

package
59 Sunday paper

section
61 Penn of

“Designated
Survivor”

62 ___-cone

s

Solve this puzzle online and discuss it atWSJ.com/Puzzles.
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In property, Brexit is taking
a toll.

One of Britain’s biggest
landlords said Tuesday it
swung to a loss because of
falling property values, while
new data showed that office
construction in London has
slowed.

“The result of the European
Union referendum has
weighed heavily on the mar-
ket, both for tenants and de-
velopers alike,” said Shaun
Dawson, research manager at
accountancy firm Deloitte LLP.

Land Securities Group
PLC, the first major U.K.-listed
property firm to post results
since the June referendum in
which the U.K. voted to leave
the EU, recorded a pretax loss
of £95 million (US$118.7 mil-
lion) in the six months to Sep-
tember, compared with a pre-
tax profit of £708 million a
year earlier. The weakness was
mostly due to a drop in the
value of its buildings, part of a
wider market downturn after
the referendum.

Falling property values,
alongside a rise in available
office space, has also caused
developers to slow construc-
tion. Work started on 40 new
office buildings in London be-
tween April and September,
down from the record-setting
51 started in the previous six
months, according to Deloitte’s
biannual Crane Survey.

The U.K. property market
boomed in recent years, send-
ing values soaring. Even be-
fore Brexit, some analysts
and property chiefs were
warning that commercial
property in London appeared
to be overheated.

Immediately after Brexit,
property was hit hard. Real-
estate funds halted trading as
investors scrambled to with-
draw their money. Shares in
property firms plummeted.
Land Securities shares
plunged 32% the day after
Brexit.

The initial panic has eased.
Most property funds have re-
sumed trading. Shares in U.K.
real-estate investment trusts
have partially rebounded.

But uncertainty over the ex-
act terms of the breakup with
the EU has continued to tamp
down the market. Land Securi-
ties’ shares are down more
than 15% from their pre-refer-
endum value.

Increased caution among
investors has led to the vol-
ume of transactions being cut
in half. With a lack of compa-
rable deals, it has been diffi-
cult to pin down just how
much values have dropped.
Brokers estimate values are

Please see VALUE page B2

BY ART PATNAUDE
AND OLGA COTAGA

Brexit
Lowers
Office
Values

in early 2017, which accounts
for around 15% of the global
crop. Donald Trump’s U.S.
election victory has added to
the selling pressure on sugar:
Brazilian producers have been
selling more sugar to capital-
ize on a sharp fall in the real
against the dollar since the
vote, according to traders.

“If everybody heads for the
door at once, we might see the
same sort of pullback we saw
in 2010-11,” said Gillis Dan-
ielsen, a portfolio manager at
commodities investor Est-
lander & Partners GmbH,
which has $364 million in as-
sets under management.

On Monday, the CFTC said
that speculators slightly in-
creased their bullish position
in sugar recently, after four
weeks of selling. As of Nov. 8,
their net long position ac-
counted for 26.2% of the mar-
ket, up from 26% a week ear-
lier but down from a peak of
32.3% in early October.

That selling has weighed
on sugar futures, which have

slumped nearly 10% since the
market peaked on Sept. 29.
But so far, the market hasn’t
collapsed, and is still up 39%
for the year, leading some
analysts to suggest these
funds may be holding on for
higher prices.

“The fears pre-election of a
fund exit seem to have com-
pletely receded,” Tom Kujawa,
co-head of soft commodities at
trading house Sucden Finan-
cial Ltd., wrote in a research
piece on Tuesday.

Other market participants
are less sure.

Some worry that if the
downward drift restarts, some
speculators may dump their
holdings. Speculative investors
are typically seen as taking a
shorter-term view on some
markets.

Their buying had helped lift
sugar prices to a 4½-year high
in September as the market
went from surplus to deficit
for the first time in six years.

That deficit came as
drought associated with the El

Niño weather phenomenon
curbed Indian production by
10% last year to 27.7 million
tons. More bad news from In-
dia and elsewhere in Asia
early next year could push the
sugar price higher.

Prices could go “much
higher” if India’s stocks run
low and it becomes reliant on
imported sugar to meet its
needs, said Christian Gerlach
at Global Asset Management,
which had $122.9 billion under
management at the end of
September.

Mr. Danielsen said he ex-
pects further gains in the
sugar price because of the so-
called backwardation of the
market, which means it costs
more to buy futures for deliv-
ery in the near term than to
buy further in the future, an
indication that supplies are
currently short. “We still see
that this long-term momentum
is intact,” he said, though his
firm cut back on its position.

Before the current rally, the
Please see SUGAR page B2

Speculative investors have
built a record position in
sugar this year, sparking fears
of a swift pullback in its price.

Investors such as hedge
funds own around 26% of the
New York sugar-futures mar-
ket, according to data from
the Commodity Futures Trad-
ing Commission. That is down
from a third in October, but
speculators still own a huge
pile of sugar by historical
standards—around $5.35 bil-
lion worth, at current prices.

Some analysts say that a
recent and gradual sell-down
shows that fears of a disor-
derly exit are misplaced. But
others point to a precedent
that worries them: Five years
ago, speculative investors sold
off what was until this year
their biggest bullish position
on record, accelerating the

price fall that had triggered
their move.

Key to the market will be
factors such as India’s harvest

BY ED BALLARD

Speculators Sit on a Pile of Sugar

Investors have sent bank
stocks soaring since the U.S.
election as interest rates have
risen and expectations have
grown that regulation and
taxes won’t weigh as heavily.
That has given rise to some-
thing new: a belief that
banks, which investors had
come to view as akin to utili-
ties, will once again be able
to go for growth.

If so, some investors

BY RACHEL LOUISE ENSIGN

reckon, bank stocks may de-
serve valuations more in line
with those of the overall stock
market, rather than trading at
a discount to it. Although bank
stocks took a breather Tues-
day, they are still up sharply
since Election Day on Nov. 8.

The question of whether
bank stocks have risen “too far
too fast in a week is probably
fair,” said Tom Eck, a portfolio
manager at Cortina Asset
Management. “At the same
time, the likelihood of higher
economic growth and a
steeper yield curve actually is
a fundamental change for the
industry and how the stocks
need to be valued.”

Bank of America Corp., for
instance, is up more than 17%

since the election of Donald
Trump as president, and its
shares closed above $20 Mon-
day for the first time since fall

2008. The bank’s forward
price/earnings ratio is at a dis-
count of about 23% to the S&P
500. But that has quickly nar-
rowed: The discount was 33%

the day of the election, and it
was nearly 50% in early July,
right after the U.K.’s vote to
leave the European Union.

Meanwhile, big-bank share
prices are trading at a health-
ier multiple to their book
value, or intrinsic worth, than
earlier this year, signaling
that investors believe banks
will be better able to earn a
decent return on their capital.
Bank of America and Citi-
group Inc. still trade at a dis-
count to book value, or 82%
and 74% of book value, re-
spectively. But both were
trading at around half of book
value earlier this year. J.P.
Morgan Chase & Co., which
had been trading at around
book value for much of the

year, is now at 123% of book.
Overall, bank stocks have

handily outpaced rises in
broader markets since the
election, even taking into ac-
count share-price drops on
Tuesday. The KBW Nasdaq
Bank index was up around 12%
since election night as of
Tuesday afternoon. This com-
pares with a rise of less than
3% for the Dow Jones Indus-
trial Average over that span.
An index of smaller regional
lenders is up more than 15%.

Before the election, many
investors thought banks
couldn’t grow much in a low-
rate, low-margin world that
looked like it was here to stay.
On top of this, more stringent

Please see BANKS page B2

New Idea: Banks as Growth Stocks
Trump’s win leads to a
rethinking of outlook,
valuations of lenders;
no longer just utilities

A worker loads sugar cane into a crushing machine in India.
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If a Trump presidency
means higher bond yields
and less regulation, it would
be easy to think that is good
news for insurers.

Like many things with in-
surance, however, the simple
answer isn’t often right.

On regulation, the biggest
win could go to the very big-
gest U.S. insurers—American
International Group, Pru-
dential Financial and

MetLife—
which may no
longer be
tagged as
systemically
important.
That could
cut regula-
tory costs. A
Republican-
leaning Fi-
nancial Sta-
bility

Oversight Council could eas-
ily decide that insurers
shouldn’t be caught by provi-
sions meant for banks, ac-
cording to some analysts.

More relief could come
from scrapping the Labor De-
partment’s fiduciary rule,
which affects the sale of re-
tirement products and is due
to come into force in April.
Plenty of Republicans don’t
like it, but there will be little
time to introduce new legisla-
tion to repeal it unless it rises
near the top of their agenda.

Then there is the question
of rising yields. This is only
good if they rise in the right
way and for the right rea-
sons. Insurers will do best if
yields rise steadily and if
they are increasing due to
good, well-balanced eco-
nomic growth.

The upsetting factor is if
yields rise mainly due to
higher inflation. That would
drive up the costs of future
claims even as higher inter-
est rates reduce the present
value of those liabilities.

Also if yields rise too
quickly, that would make
products with income guar-
antees, such as various annu-
ity products in the U.S. and
Europe, seem much less at-
tractive. Savers are more
likely to stop paying into
these products or cash them
in, which would hit insurers’
expected future profits and
force them to write down the
investment they made to at-
tract these customers, known
as deferred acquisition costs.

But even if yields rise in a
nice steady way, the trouble
for insurers is that it can
take years to see the bene-
fits. They hold lots of bond
investments to maturity, so
the continuing average yield
of their portfolio can be quite
different from the yield they
can get on new investments.

That characteristic has
protected insurers on the
way down: Portfolio yields
today are still much higher
than yields available on new
bonds. But it also means that
average portfolio yields are

Please see HEARD page B2
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Earlier, the Shanghai Com-
posite Index and Japan’s Nik-
kei Stock Average ended with
small losses after three ses-
sions of gains.

Oct. 13

Comeback
Hope for cuts to output boosted
Brent crude-oil futures.

THEWALL STREET JOURNAL.
Source: WSJ Market Data Group

$54

44

46

48

50

52

a barrel

Nov.

Tuesday
$46.95
s5.7%

slowing down. Financial stocks
in the S&P 500, which have
rallied since Election Day as
investors bet on looser regula-
tions and higher interest rates,
lost 0.1% by late afternoon.

Dividend stocks rebounded,
with the S&P 500 utilities sec-
tor rising 1.5%, after four con-
secutive sessions of losses.
Gold, which had closed lower
six sessions in a row, settled
up 0.2% at $1,224.00 an ounce.

The Dow Jones Industrial
Average rose 54.37 points, or
0.3%, to 18923.06. The blue-
chip index has gained more
than 3% since the election.

“There’s a feeling in the
markets that we may have
gone a bit too far too fast and
abandoned all these growth
companies and bonds way too
quickly,” said Tim Courtney,
chief investment officer of Ex-

encial Wealth Advisors. “To-
day the markets are taking a
bit of a breather.”

The S&P 500 rose 0.75%.
The Nasdaq Composite, lifted
by a rebound in tech stocks,
added 1.1%.

Elsewhere, the Stoxx Eu-
rope 600 rose 0.3% following a
subdued session in Asia.

Long-term government
bonds extended a postelection
selloff. The yield on the 10-
year U.S. Treasury note was
at 2.240%, compared with
2.224% on Monday, after its
largest five-day gain since
2009. Yields move inversely
to prices.

Short-term debt fell after
data from the Commerce De-
partment showed a rise in Oc-
tober retail sales. The yield on
the two-year U.S. Treasury
note rose above 1%, a 10-

month high, up from 0.988%
Monday. A stronger economy
bolsters the case for the Fed-
eral Reserve to raise rates,
which makes government
bonds less appealing to hold.

In commodity markets, oil
prices began to reverse recent
losses as traders positioned
for a meeting of the Organiza-
tion of the Petroleum Export-
ing Countries at the end of the
month, where members are
set to discuss a proposed pro-
duction cut. U.S. crude oil rose
5.7% to $45.81 a barrel, on
track for its best day since
September. Brent crude, the
international benchmark, also
rose 5.7%, to $46.95.

Energy stocks rallied.
Chesapeake Energy rose 10%,
Murphy Oil rose 8.9% and
Apache gained 7.7% by late
afternoon.

The Dow Jones Industrial
Average achieved a fourth con-
secutive record close Tuesday,
even as investors pulled back
from some of the most popu-

lar post-elec-
tion trades.

In recent
sessions, in-
vestors have

sold bonds and their stock-
market proxies, dividend-pay-
ing shares such as utilities,
while snapping up stocks of
banks and infrastructure com-
panies. Many of those bets re-
flected expectations that Pres-
ident-elect Donald Trump will
increase government spend-
ing, lower corporate taxes and
boost growth and inflation.

But on Tuesday, the “refla-
tion trade” showed signs of

BY AKANE OTANI AND RIVA GOLD

Dow Industrials Close at Another Record

TUESDAY’S
MARKETS

New York sugar
futures price
Daily data

Net long
position among
managed-money,
or speculative
traders, as a
percentage of all
open interest†
Weekly data

Funds' Sugar High
Speculative market participants have recently started to sell the
huge bullish position they have amassed in the sugar futures market.

Sources: FactSet (sugar);
U.S. Commodity Futures Trading Commission (positions) THEWALL STREET JOURNAL.

†Through Nov. 14

40

–20

–10

0

10

20

30

%

’08 ’09 ’10 ’11 ’12 ’13 ’14 ’15 ’162007

35

0

5

10

15

20

25

30

cents a pound

’08 ’09 ’10 ’11 ’12 ’13 ’14 ’15 ’162007

U.S. bank shares
have handily
outpaced rises in
broader markets
since the election.
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ter the removal of a produc-
tion cap in October 2017.

Arnaldo Luiz Correa, at
Brazil-based Archer Consult-
ing, said he expects funds to
gradually liquidate their posi-
tion into next year, pushing
sugar futures down to 18 or 19
cents a pound.

New York sugar futures

closed down nearly 3% at 21.12
cents a pound Tuesday.

For now, most speculators
will be still sitting on profits,
having entered the market at
lower levels, according to Oli-
ver Kinsey, a portfolio man-
ager at commodities hedge
fund Ballymena Advisors who
examined the CFTC data.

Sugar supply has fallen into deficit. Above, a U.K. refinery.
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The amount of vacant office
space in central London rose
to 4.8% at the end of the third
quarter from 3.9% at the start
of the year, Deloitte said. If va-
cancy rates continue to rise,
landlords may start lowering
rents, it said.

Another concern has been a
building boom. The amount of
office space under construc-
tion remains at an eight-year
high, with 14.8 million square
feet of space being developed,
according to Deloitte. The av-
erage in the past 10 years is
9.7 million square feet.

The increased space com-
bined with Brexit concerns has
caused developers to pare

back plans.
More than one million

square feet of space that had
been scheduled to be finished
by the end of September re-
mained under construction,
said Deloitte, which reduced
by 7% its estimate for how
much office space will be fin-
ished this year.

“The shifts in planned com-
pletion dates recorded in this
survey are greater than nor-
mal, and at least part of the
explanation appears to be
heightened uncertainty over
the scale of future tenant de-
mand in light of the EU refer-
endum,” the Deloitte report
said.

down between 5% and 10%,
still far less than after the
2008 financial crisis.

Land Securities reported
the value of its buildings was
down 1.8%, less than what an-
alysts had expected. Shares in
Land Securities rose 1.7% to
1,002 pence on Tuesday.

Part of the concern behind
falling property values is that
banks and other financial-ser-
vices firms might relocate
some operations to other cit-
ies in the EU.

Continuedfromthepriorpage
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sugar price had been falling
since 2011 after a huge in-
crease in Brazilian production
capacity wasn’t matched by an
uptick in demand.

But this year, drought has
hit harvests in Asia. Mean-
while, years of lower prices
have starved heavily indebted
Brazilian sugar growers of
money to invest in their plan-
tations, a situation that some
analysts see as a threat to fu-
ture output from the world’s
biggest producer.

In the long term, analysts
expect rising production to
bring an end to the current
price rally. A recovery in In-
dia’s output would ease the
global deficit, while produc-
tion in the European Union is
widely expected to increase af-

Continuedfromthepriorpage
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BUSINESS NEWS

LONDON—EasyJet PLC
capped a difficult year with a
22% drop in profit, and the
budget airline signaled earn-
ings were likely to retreat
again in the current fiscal year
amid the lingering impact of
Britain’s decision to leave the
European Union.

The British carrier said
Tuesday that its profit fell to
£427 million ($533 million) for
the 12 months ended in Sep-
tember from £548 million a
year earlier. Revenue totaled
£4.7 billion, off less than 1%,
as the airline carried 73 mil-
lion passengers.

Pretax profit, the carrier’s
most closely watched earnings
measure, fell 28% to £495 mil-
lion, in line with easyJet’s re-
vised forecast last month.

The airline, based in Luton,
England, reduced its dividend
to 53.8 pence a share from
55.2 pence a share, holding to
its policy of paying out half of

after-tax profit.
Several factors hurt the

carrier’s results, including the
terrorist attacks in Belgium
and France, the aftershocks of
a failed coup in Turkey, and
strikes by air-traffic control-
lers that led to flight cancella-
tions throughout Europe.

Britain’s vote to leave the
European Union also took its
toll, undermining investor
confidence in the airline’s out-
look.

The company’s share price
has declined about 40% since
the start of 2016.

EasyJet Chief Executive
Carolyn McCall struck an up-
beat note on Tuesday, calling
the results for the just-ended
fiscal year “a resilient perfor-
mance.”

Ms. McCall vowed that the
airline would increase the
number of seats for sale in the
current financial year. Capac-
ity at easyJet is set to advance
9% through next September.

Even so, easyJet faces addi-

tional challenges. The airline
said it would incur costs of £5
million this fiscal year and £10
million next year to obtain an
EU license to preserve the
company’s ability to fly freely
across the region after the
U.K. leaves the trading bloc.

Ms. McCall said she expects
an application for the license
to be made early in 2017.

Nonfuel per-seat costs in
the current fiscal year are set
to rise 1%. The airline is also
taking a one-time £20 million
charge related to plane leases.

The sharp decline in ster-
ling after the Brexit vote in
June is expected to lead to a
currency setback of £90 mil-
lion, compared with a £112
million drag on earnings last
financial year, the airline said.

Overcapacity in Europe has
also driven down fares, which
are poised to fall for a fourth
year in a row this fiscal year.

The carrier has embarked
on a restructuring program to
lower costs. Any cost cuts are

likely to involve one-time ex-
penses that the airline has yet
to detail.

EasyJet is nearing a deci-
sion in the coming months on
switching some Airbus Group
SE single-aisle planes it has
ordered to larger A321neo air-
craft to lower unit costs.

The cost-savings effort
comes as easyJet has fallen
behind rivals.

Ryanair Holdings PLC, Eu-
rope’s largest budget airline,
said it expects profit for the
financial year ending in March
to advance, though more mod-
estly than initially projected.
British Airways parent Inter-
national Consolidated Air-
lines Group SA said it expects
its profit to improve, though
at a slower pace.

Ms. McCall said easyJet is
likely to grow strongly in the
U.K., whereas Ryanair and dis-
count carrier Wizz Air Hold-
ings PLC have said they would
lower growth plans after the
Brexit vote.

BY ROBERT WALL

Rough Year Bruises easyJet
EasyJet planes at London Gatwick Airport last month. The budget carrier said its profit fell 22% for the year ended in September.
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Construction of office space in London has slowed down, according to Deloitte.
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post-financial-crisis regula-
tions have forced banks to
hold more capital, damping re-
turns. That left banks looking
a lot more like utilities.

Now, that thinking is
changing fast. A move higher
in interest rates and a steeper
yield curve—when the gap be-
tween long-term and short-
term interest rates gets
wider—suggest bank profits
should improve. More relief
could be on the way if the
Federal Reserve again in-
creases short-term rates in
December. And any move to
undo or lessen regulation
could allow banks to return
more capital to investors,
which in turn would boost re-
turns on equity.

That would lead to higher
profits and could argue for
higher valuation multiples,
some analysts believe. Sandler
O’Neill + Partners analysts es-
timate those factors, along
with the possibility of a cut to
the corporate-tax rate, would
bolster bank earnings by
around 40% on average.

This is leading to “eupho-
ria” among investors, even
though the president-elect’s
actual plans remain largely
unknown, said Scott Siefers, a
Sandler O’Neill analyst.

The changing conditions
may also be luring in portfolio
managers who invest across
industries because bank stocks
still often trade at lower valu-
ations than stocks in other in-
dustries, said Joe Fenech, an
analyst at Hovde Group. The
switching of investments from
one sector to another may
have accounted for the fact
that while bank stocks were
rising in recent days, many
tech stocks were falling.

That said, the recent sharp
gains in banks don’t seem to
account for potential risks in
the new environment, such as
credit deteriorating as rates
rise, Mr. Fenech said.

Paulo Silva, senior portfolio
manager at Penn Capital Man-
agement, said he is consider-
ing adding to his position in
the banking sector. He in-
vested in smaller banks such
as North Carolina-based BNC
Bancorp in recent years in
part because he thought they
were undervalued. Despite the
run-up in prices, he now sees
new reasons to buy the stocks.

Continuedfromthepriorpage
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likely to continue to decline
for some time before they
turn around again.

MetLife said last week
that the yields on its matur-
ing bonds were between 1.5%
and 2% higher than on those
it was buying today.

In Europe, Moody’s esti-
mates that this effect will
shrink the industry’s invest-
ment income by 3% to 7%

Continuedfromthepriorpage

each year for the next five
years if rates stay where
they are and companies
don’t invest in riskier assets.

Insurance stocks have
struggled this year as the
erosion of investment in-
come has led to concerns
about the sustainability of
dividends, but have bounced
sharply after the election.
Rising bond yields at least
means income problems
won’t keep getting worse—
however, that is a long way
from saying things will defi-
nitely get better.

HEARD

United Continental Hold-
ings Inc. said Tuesday that it
would postpone receiving doz-
ens of new Boeing Co. jets to
trim spending.

The third-largest U.S. air-
line by traffic will defer 61
planes from a 65-jet order for
737-700s due to arrive during
the next two years and con-
vert them into the new Max
model with yet-to-be-deter-
mined arrival dates.

Boeing will switch the re-
maining four to the larger
737-800 model for delivery
next year. United is expected
to acquire the Max 9 version
of the plane.

The airline, among four U.S.
carriers that recently have at-
tracted investment from Berk-
shire Hathaway Inc., also an-
nounced a push to boost its
share of budget-conscious
travelers with a new no-frills
fare class.

The basic economy class en-
titles fliers to one free carry-on
bag that fits under their seat
rather than in an overhead bin.
Travelers would have to pay
extra for checked luggage. The
move continues the segmenta-
tion of fares that is being pur-
sued by other carriers such as
Delta Air Lines Inc.

The steps are among a pa-
rade of planned changes un-
veiled by United Chief Execu-
tive Oscar Munoz and his new
management team that in-

cludes cost cuts and revenue-
boosting initiatives designed
to increase profits by $4.8 bil-
lion by 2020.

The fleet changes are
among the industry’s largest
since Southwest Airlines Co. in
June reached a deal with Boe-
ing to defer 67 of its 737 Max
deliveries scheduled for the
2019-2022 period until 2023
and beyond.

United expects its fleet
changes to cut capital spend-
ing during the next two years
by $1.6 billion.

Boeing and Airbus Group SE
have order books for their
best-selling jets stretching out
for several years of production.
They typically overbook know-
ing that some aircraft orders
will be canceled or deferred.

United canceled an order
for 12 Airbus single-aisle
planes in late 2013.

“We constantly work with
our airline customers to meet
their evolving needs, and our
healthy 737 backlog of 4,321
airplanes gives us the flexibil-
ity to meet those needs,” Boe-
ing said in a statement.

United also plans changes to
flights at its three big hubs in
Chicago, Newark and Houston
that it hopes would add $900
million in incremental revenue
by 2019. Adjustments include
using larger aircraft on some
routes and changing flight
times to improve connections,
as well as revamping its de-
mand-forecasting systems.

BY DOUG CAMERON

United Delays Jet
Buys to Cut Costs
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Europe, for example, he spent
nearly two-thirds of conversa-
tions with auto executives.

“I love cars—they’re a pas-
sion of mine,” he said before
sheepishly adding that he
drives a staid Toyota Prius.
His garage, however, stables a
couple of Porsches.

The Los Angeles extrava-
ganza, which opens to the
public on Friday, has been re-
branded during the days lead-
ing up to the event—tradition-
ally devoted to presenting
vehicles to the press—as Auto-
mobility LA in an effort to
showcase technology in autos.

Even without building fully
self-driving cars, auto makers
need increasing computing
power for advanced safety fea-
tures and entertainment sys-
tems. The average new car
contains 616 chips compared
with 550 in 2013, the research
firm IHS Markit esti-
mates, performing tasks as
mundane as controlling head-
lights and as sophisticated as
warning when a car strays out
of a lane.

Tesla, the Silicon Valley
electric-car maker, is shipping
vehicles with all of the hard-
ware needed to drive them-
selves with the addition of
software that is still in devel-
opment. The software needs to
be validated and approved by
regulators, but Tesla’s move
underscores the rapid advance
of a car industry that typically
has judged innovation in terms

TECHNOLOGY WSJ.com/Tech

The telecom-equipment maker’s headquarters in Espoo, Finland.
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of incremental improvements
in fuel efficiency and radio
systems that seem antiquated
compared with a smartphone.

Nvidia CEO Jen-Hsun
Huang told investors last week
that Tesla’s self-driving hard-
ware put the auto maker far
ahead of competitors.

“Anybody who was talking
about autonomous capabilities
and 2020 and 2021 is, at the
moment, re-evaluating in a
very significant way,” Mr.
Huang said.

Intel’s relationship with
BMW could serve as a model
for the chip giant’s approach
to other auto makers. The
companies, along with parts
supplier Mobileye, are working
to bring out an autonomous
car in 2021, they said earlier
this year.

The Intel-BMW partnership
demonstrates the changing
role that chip makers have in
the automotive industry,
where chips have been re-
garded as commodities. Auto
makers, unlike computer and
smartphone vendors, haven’t
bragged about a vehicle’s pro-
cessing power. They have
touted horsepower.

But vehicles that generate
and consume large amounts of
data raise new challenges,
such as privacy and cyberse-
curity. Mr. Krzanich sees a
place for his company to help
auto makers sift the data flood
to make sure some is kept pri-
vate, some is shared to help
update autonomous systems
and some is available to ad-
vertisers. He pointed to the
company’s work in health care
with Cancer Cloud, a collabor-
ative project with Oregon
Health and Science University
that lets medical researchers
share data while keeping parts
of it private.

The typical car today puts
out little data, Mr. Krzanich
said, while the typical autono-
mous car will generate 4,000
gigabytes a day in 2020. Car
companies are going to need
help managing that.

“It is a marriage of bring-
ing what I call automotive
skills together with data-cen-
ter and high-compute skills,”
he said.

Intel Corp. Chief Executive
Brian Krzanich on Tuesday ar-
rived at his first car show as a
keynote speaker to deliver the
message that his company’s
computing muscle and big-
data prowess are just what
auto makers need as they pre-
pare for a world of vehicles
that can drive themselves.

During his speech at the an-
nual Los Angeles car show, Mr.
Krzanich announced a $250
million commitment by Intel
Capital to invest in autono-
mous car technology during
the next two years.

Mr. Krzanich, who oversees
the Silicon Valley semiconduc-
tor giant, faces increased com-
petition as chip companies po-
sition themselves to provide
the computing power for what
quickly are becoming data
centers on wheels.

Rival Qualcomm Inc., the
dominant vendor of smart-
phone chips, agreed to acquire
the Dutch automotive chip
leader NXP Semiconductors
NV for $39 billion, while
Nvidia Corp. provides chips
for the latest generation of
electric cars offered by Tesla
Motors Inc.

“We see the world of cars
shifting from something that
uses computers to enhance the
drive to something that uses
compute to really power the
drive,” Mr. Krzanich said dur-
ing an interview before his
speech. “More and more, it’s
going to be that compute ca-
pability that’s going to drive a
lot of the differentiation of the
car of the future.”

Intel’s automotive business,
which is involved in 30 vehicle
programs on the road cur-
rently, is slated to increase
that number to 49 by 2020
with orders valued at $1 bil-
lion, the company said. Intel
doesn’t break out its automo-
tive business in its financial
results.

Several auto makers includ-
ing Ford Motor Co. and BMW
AG are targeting 2021 to
build self-driving vehicles.

Mr. Krzanich’s job increas-
ingly involves courting auto
makers. During a recent trip to

BY TIM HIGGINS

Intel to Fund Car Technology

Intel CEO Brian Krzanich
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sale of cellphone, landline
phone, internet and cable ser-
vices for one price.

The market is trickier in In-
dia. The country’s richest man,
Reliance Industries Ltd.
Chairman Mukesh Ambani, in
September released a plan to
undercut mobile competition
in the already crowded market
through a new company, Reli-
ance Jio Infocomm Ltd.

Mr. Ambani said the Reli-
ance Industries unit would of-
fer monthly plans for as low as

149 rupees ($2.19), as well as
free services until next year.

“The scale of what Jio is do-
ing in India is unprecedented,”
Vodafone Chief Executive Vit-
torio Colao said Tuesday. “It is
very hard to compete with
someone who gives stuff free.”
Mr. Colao said Vodafone was
counting on Indian regulators
to enforce a rule that bars of-
fering promotions for free ser-
vices for more than 90 days.
Vodafone’s chief financial offi-
cer, Nick Read, said the com-

pany is still prepared for an
initial public offering of its In-
dian unit but is waiting for
market conditions to improve.

Vodafone said revenue over
the six months to the end of
September fell 3.9% from a
year earlier to €27.1 billion,
and that earnings before inter-
est, taxes, depreciation and
amortization sank 1.7% to €7.9
billion. It said both declines
were primarily because of for-
eign-exchange movements.

Vodafone said its organic

service revenue for the six-
month period rose 2.3% to
€24.8 billion compared with a
year earlier, driven by growth
in Germany and Italy.

In its outlook, Vodafone
cited better-than-expected
performance in Europe but in-
creased competition in India.

The company narrowed the
range for its full-year Ebitda
outlook to between €15.7 bil-
lion and €16.1 billion, from be-
tween €15.7 billion and €16.2
billion previously.

LONDON—Vodafone Group
PLC said Tuesday that it re-
mains on track to meet its full-
year goals despite reporting a
sharply wider first-half loss
and taking a €5 billion ($5.37
billion) write-down on its In-
dian business because of fierce
competition in the populous
country.

Vodafone posted a net loss
of €5 billion for the six months
ended Sept. 30, compared with
a loss of €2.3 billion for the
same fiscal period a year ear-
lier.

Shares in the U.K.-based
telecommunications giant
dropped 1.1% to 202.40 pence
($2.53) on Tuesday.

The world’s second-biggest
mobile carrier by subscribers,
after China Mobile Ltd., Voda-
fone centers its business in Eu-
rope but maintains holdings in
a hodgepodge of emerging
markets, most notably in India,
Egypt, Turkey and South Af-
rica.

In established markets such
as Germany, it has focused on
building land lines and estab-
lishing partnerships with tele-
vision providers to offer
“quad-play packages,” or the

BY STU WOO

VodafonePosts Loss,Write-Down

Customers outside a Vodafone store in Mumbai last month.
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Number of subscribers through September, in millions

Pitched Battle
Vodafone has the second-largest cellphone subscriber base in India
but had to take a write-down amid heated competition.

Source: Cellular Operators Association of India THEWALL STREET JOURNAL.

Airtel

Vodafone
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259.9
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90.1

52.9

3.6

billion this year.
The deals come a day after

GE said it would spend $915
million to acquire ServiceMax, a
Pleasanton, Calif., firm that
makes apps for service func-
tions such as inventory man-
agement and workforce sched-
uling. GE previously invested in
ServiceMax, which had raised
more than $200 million,
through its venture capital arm.

The acquisitions are helping
the company build up Predix, its
software platform aimed at as-
sisting industrial customers
such as utilities and airlines
gather and analyze data to bet-
termanage their equipment and
wring out greater efficiencies,
said Bill Ruh, the company’s
chief digital officer and head of
GE Digital. “It really is about
transforming the service busi-

ness,” he said in an interview.
GE already was an investor

in Bit Stew after leading a
$17.2 million financing round
in the Burnaby, British Colum-
bia, company last year.

Investors also included
Cisco Systems Inc., another
company that could benefit
from Bit Stew’s technology,
which helps unify data from

disparate operating systems.
Wise.io was founded in 2012

by a group of data scientists,
including an astrophysics pro-
fessor at University of Califor-
nia, Berkeley. Its technology
helps route customer-service
requests.

GE, like its industrial compet-
itors, is trying to prove to cus-
tomers that they can get more
life out of heavy machinery—
while avoiding unplanned out-
ages—by using the company’s
software to analyze and predict
how the machines will perform.

GE’s top executives will be
discussing the software business
at the company’s annual Minds +
Machines conference in San
Francisco this week.

GE Digital is on track to
garner about $6 billion in rev-
enue this year, up 20% from

last year, Mr. Ruh said. GE ex-
pects to have 20,000 develop-
ers working on software de-
signed for its Predix platform
by the end of the year, up from
10,000 in June.

Among the new clients GE
would discuss is Exelon Corp.,
which will use Predix software
in its fleet of power plants to
analyze the past performance
of its assets and to manage
maintenance and downtime.

GE wants to hit $15 billion in
software sales by 2020. The
company says about half of that
revenue should come from sell-
ing Predix applications to the
electricity industry, which is un-
der constant pressure to im-
prove efficiency across the elec-
tricity business—in generation,
transmission, and the equipment
that operates the power grid.

General Electric Co. said
Tuesday it would buy a pair of
tech startups and unveiled sev-
eral new customers for its GE
Digital business, as the conglom-
erate seeks to convince investors
its future is asmuch about soft-
ware as heavy machinery.

GE said it acquired Wise.io
Inc., a machine-learning firm
in Berkeley, Calif., and Bit Stew
Systems Inc., which enables
the “ingestion” of masses of
data for industrial applica-
tions. Terms weren’t disclosed.

The deals would add about
120 staff to help expand the
product offerings of GE Digital,
a software unit with headquar-
ters in San Ramon, Calif. Com-
pany officials said the unit
would generate orders of $7

BY TED MANN

GE Expands Software Footprint With Deals

Its Predix software
platform is aimed at
assisting industrial
customers such as
utilities and airlines.

12% decrease in network sales.
Rajeev Suri, Nokia’s chief

executive, said the company’s
plan to save €1.2 billion ($1.3
billion) annually by 2018 is on
target, but added that restruc-
turing costs are expected to
amount to €1.7 billion, com-
pared with an earlier estimate
of €1.2 billion.

The company said the chal-
lenging market environment is
prompting additional transfor-
mation initiatives, such as a
further streamlining sales
costs and optimizing the use
of its various sites.

To cater to telecom carri-
ers’ demand for a broader
range of products, Nokia has
acquired French rival Alcatel-
Lucent SA, a specialist in fixed
internet gear such as routers
and switches.

“We aim to target superior
returns through focused
growth into more attractive
adjacent markets, where high-
performance, end-to-end net-
works are increasingly in de-
mand,” Mr. Suri said.

Mr. Suri said he is con-
vinced Nokia is better
equipped than Ericsson to face
the market’s slowdown. “De-
spite what some might think,
Nokia is not Ericsson,” he said.
“They are in crisis.”

Nokia said it expects to in-
crease its operating margin
for its networks business next
year to between 8% and 10%,
from an estimated margin of
7% to 9% for 2016.

Telecom-equipment maker
Nokia Corp. said it expects its
networks business to decline
further next year, while vow-
ing to ramp up cost savings as
it struggles with weak demand
and fierce competition.

The Finnish company said
it expects 2017 net sales of
networks, its core business,
to decline in line with he
global telecommunications
network business, which it
estimated will shrink by 2%
next year. The firm included
the warning in an investor
briefing in Barcelona on
Tuesday.

The news sent Nokia shares
down 3.8% on Tuesday in Hel-
sinki.

Nokia said the outlook was
influenced by “competitive in-
dustry dynamics,” and the
“timing of major network de-
ployments,” among other
things.

During the past year, the
telecom-gear industry has
been hit by slowing demand
from telecom carriers. Many
of them have finished rolling
out the latest-generation
wireless networks, or 4G.

At the same time, Nokia
and its European peer Erics-
son AB of Sweden are bat-
tling stiff competition from
Chinese companies, such as
Huawei Technologies Co.

Last month, Nokia reported
a third-quarter net loss and a

BY MATTHIAS VERBERGT

Nokia Warns Slump
In Sales to Continue

Though the digital revolu-
tion generates billions upon
billions of photos, it is still
missing the albums and shoe-
boxes of old printed images
lurking somewhere in homes
around the world. Alphabet
Inc.’s Google is launching a
PhotoScan app so you can cap-
ture them on your smartphone.
And—Google hopes—store
them in its cloud drive, too.

The app, available Tuesday
for Android phones and Apple
Inc.’s iPhones, uses your
smartphone’s camera to take
four photos of a printed pic-
ture, which it stitches together
into one digital recreation.

The app is designed to be a
competitor to services that ask
you to send old printed photos
or rolls of film off to be digi-
tized, said David Lieb, product
lead for Google Photos. There
are dozens of these services,
ranging from Memories Re-
newed and DigMyPics to your
local Walgreens or CVS.

The problem with those op-
tions, Mr. Lieb argues, is they
are expensive and time-con-
suming. “We make the scan-
ning quick and we do all the
work sorting your photos, and
the app is free,” he said.

Here’s how it works: You
open the Google PhotoScan
app and hold your phone
above a printed picture. It rec-
ognizes the edges and places
four virtual dots on the photo.
As you move your phone to
match up with the dots, the
app captures four separate im-
ages.

Why four? So the app can
stitch together a bigger image
that is free of glare and
aligned properly. You don’t
want this to look like a picture
of a picture, shot on your
phone.

Unfortunately, the app can
only scan one photo at a time,
and doesn’t provide a bulk so-
lution for people with a moun-
tain of photos in front of
them. (Nor can it handle nega-
tives or slides.)

Another issue: There is no
built-in way to color-correct
or set the photo’s original
date, so you would have to do
that in another photo editor.

By default, Google Photo-
Scan stores the photos on your
phone. But if you log into your
Google account, you can back
up each image to Google Drive,
which also gives you access to
your photos in the Google
Photos app.

Google adds to the draw of
using its photo service with
the ability to automatically
group and sort your photos by
identifying things such as peo-
ple, pets and landmarks.

Just remember, while
Google gives 15GB to users
free of charge, anything above
that will cost you money,
starting at $2 a month for
100GB.

WhatsApp, the popular
messaging app owned by
Facebook Inc., is adding video
calling to its smartphone app
across three operating sys-
tems: Apple Inc.’s iOS, Alpha-
bet Inc.’s Android and Micro-
soft Corp.’s Windows
smartphone OS.

With cross-platform video
chatting in place, WhatsApp is
offering a combination of
video and text messages in
one app, similar to what is
found in Microsoft’s Skype,
Snap Inc.’s Snapchat and Face-
book Messenger.

Chatters won’t have to
wonder what OS their friends
are on when they go to chat
face to face.

(The software also com-
petes with Apple’s proprietary
FaceTime and Google’s Duo
app for iOS and Android.)

The launch on Tuesday—in
an app update for iOS 8 or
newer, Android 4.1 or newer,
and both Windows 10 Mobile
and Windows Phone 8.1—will
bring video calling to more
than one billion WhatsApp us-
ers across more than 180
countries on the same day,
said Manpreet Singh, Whats-
App’s lead engineer.

BY NATHAN OLIVAREZ-GILES

WhatsApp
Is Offering
Video Calling
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BY WILLIAM BOSTON
AND SARA RANDAZZO

VW,Audi
May Face
Higher
LegalCosts

SNAP

Snapchat Parent
Files Confidential IPO

Snap Inc. has confidentially
filed paperwork for an initial pub-
lic offering, a major step forward
in plans for what would be one
of the highest-profile share de-
buts in recent years.

The virtual-messaging com-
pany, formerly known as Snap-
chat, made the filing with the
U.S. Securities and Exchange
Commission ahead of the presi-
dential election, and the surprise
victory of Donald Trump hasn’t
affected its plans to go public as
early as March, according to peo-
ple familiar with the matter.

An IPO could value Snap at
between $20 billion and $25 bil-
lion, one of the people said. The
Wall Street Journal reported last
month that the valuation could

be $25 billion or more.
—Maureen Farrell

MERCK

Sigma-Aldrich Deal
Lifts Bottom Line

German pharmaceuticals and
chemicals company Merck KGaA
on Tuesday reported a near 26%
rise in profit for the third quarter
and raised its guidance for the full
year because of growth at the life-
science and health-care businesses.

Net profit for the period
ended Sept. 30 was €457 million
($491.4 million), compared with
€364 million a year earlier,
boosted by the company’s recent
acquisition of U.S. laboratory
equipment maker Sigma-Aldrich,
which closed in November 2015.

Merck said it now expects
earnings before interest, taxes,
depreciation and amortization,

Ebitda, before one-time items for
2016, of between €4.45 billion
and €4.6 billion, up from a previ-
ous expectation for €4.25 billion
to €4.4 billion. Quarterly sales
rose by 19% to €3.72 billion,
driven by the acquisition.

—Christopher Alessi

LUNDIN MINING

Firm to Sell Stake
In African Mine

Lundin Mining Corp. said
Tuesday it had agreed to sell its
minority stake in African copper
mine Tenke Fungurume Mining
TSA to a Chinese private-equity
firm for $1.14 billion in cash.

The sale is a result of To-
ronto-based Lundin’s review of
strategic options for its interest
in TF Holdings Ltd., the Ber-
muda holding company that indi-
rectly owns an 80% interest in

the Tenke mine in the Demo-
cratic Republic of the Congo.

Lundin holds a 30% interest in
TF Holdings, and an effective
24% stake in the mining opera-
tion. Freeport-McMoRan Inc.
currently owns the remaining
70% stake in TF Holdings, but is
in the process of selling that to
China Molybdenum Co.

—Judy McKinnon

SOTHEBY’S

Latest Sale Makes
A Thin Impression

Sotheby’s New York kicked
off a major week of fall auctions
on Monday with a tepid $157.7
million sale of impressionist and
modern art dominated by bar-
gain hunters who lobbed lone
bids to win pieces by Edvard
Munch and Pablo Picasso.

Thin bidding sapped the en-

ergy from Sotheby’s, which met
its $142.8 million expectations
but only managed to find buyers
for 81% of its offerings.

The sale’s star, Munch’s 1902
“Girls on the Bridge,” sold for
$54.5 million to an anonymous
telephone bidder. Picasso’s 1963

“Painter and His Model” sold for
$12.9 million, and Maurice de Vla-
minck’s fauve scene, “The Orchard,”
went for $7.5 million.

Henri Matisse’s 1923 “Woman
in Blue at a Table, Red Back-
ground” didn’t sell.

—Kelly Crow

Maurice de Vlaminck’s ‘The Orchard’ sold for $7.5 million at
Sotheby’s in New York. Sales at this week’s auction have been tepid.
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BUSINESS NEWS

quickly or from focusing on
long-term goals.

What’s more, it can cost $1
million or more to do the reg-
ulatory work necessary to
make an IPO, according to Re-
naissance.

“We could be far more ag-
gressive now than we could if
we were public,” said Steve
Vintz, Tenable’s chief financial
officer. Last month the Mary-
land-based company acquired
FlawCheck, a developer of
scanning technology for soft-
ware development, for an un-
disclosed sum.

While spurning the capital
markets, Tenable raised $250
million late last year in a ven-
ture-funding round led by In-
sight Venture Partners and

Accel Partners.
Indeed, there is plenty of

nonpublic money available.
Private-equity funds have over
$1.46 trillion in “dry powder,”
or uninvested capital, accord-
ing to data provider Preqin.
That’s up from $1.39 trillion at
the end of 2015.

“Why would you go pub-
lic?” said Paul Aversano, head
of transaction advisory for
consulting firm Alverez &
Marsal Holdings LLC. All that
pent-up cash offers a safer al-
ternative to the risk of the
capital markets.

The S&P 500 index has
risen nearly 6.0% this year, but
that doesn’t necessarily spell
success for a new entrant in
the stock market.

Two-thirds of the compa-
nies that went public this year
are trading above their IPO
price, according to Renais-
sance.

And with large public com-
panies looking to buy
growth through acquisitions,
many companies have decided
that the best exit plan might
be a sale. “We did not move
forward with our initial plan
for an IPO simply because we
were instead purchased by
Constellation Brands,” said Hi-
lary Cocalis, Ballast Point’s
vice president of marketing.

To be sure, some companies
are still chancing an IPO.
BlackLine Inc., which makes
book-closing software for fi-
nance teams, went public ear-

lier this month.
“There’s a lot of private

capital that’s willing to in-
vest,” said BlackLine CFO
Mark Partin. However, a list-
ing “was the goal” for the
company and its investors, he
said.

While the 2012 Jumpstart
Our Business Startups Act
lowered the barriers for start-
ups to raise public money,
some companies say it some-
times doesn’t pay off. The
JOBS Act exempted small
companies from some securi-
ties-disclosure rules that still
apply to larger companies.

“It was a really expensive
testing-the-waters campaign
under the JOBS Act,” said
Bryan Sullivan, finance chief
of loanDepot, which withdrew
its IPO filing in September. “If
you don’t [go public] you still
have a lot of bills.”

Mr. Sullivan said loanDepot,
a nonbank mortgage lender, is
profitable, eliminated any im-
mediate need for it to raise
public funds in a market that
had soured on alternative
lenders.

Though loanDepot. an alter-
native mortgage lender, is only
partly backed by private eq-
uity, those investors were will-
ing to be patient when the
company abandoned its IPO,
he said. “If they weren’t able
to monetize other investments
in the fund loanDepot is in,”
Mr. Sullivan said, “We might
have been in a different spot.”

An IPO isn’t off the table.
“Going public is definitely a
higher probability than selling
to someone,” he said, regard-
less of market conditions.
“There is not a ton of other
options.”

— Richard Teitelbaum
contributed to this article.

BY MAXWELL MURPHY

CompaniesOptforIPOAlternatives

Ballast Point Brewing & Spirits, which is based in California, sold itself to Constellation Brands.
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Companies are losing the
urge to go public, despite a
buoyant stock market, choos-
ing instead to be acquired by
corporate or private-equity
suitors.

Cybersecurity company
Tenable Network Security
Inc. has managed to raise

plenty of capital
without an ini-
tial public offer-
ing, and loanDe-
pot Inc. shelved

plans for an IPO last year.
Craft brewer Ballast Point
Brewing & Spirits Inc., mean-
while, sold itself to wine and
spirits maker Constellation
Brands Inc.

Among the companies once
slated for an IPO in 2016, 48
have withdrawn their registra-
tion documents from the Secu-
rities and Exchange Commis-
sion, Renaissance said. That
figure, through last Thursday,
is only slightly behind last
year’s pace.

So far this year there have
been 96 IPOs, compared with
170 for all of 2015 and the
fewest since the financial cri-
sis, according to data from Re-
naissance Capital LLC. Those
offerings have raised a com-
bined $17.2 billion in 2016,
well below last year’s tally of
$30.3 billion.

Market volatility in some
industries, along with the pa-
perwork and expense involved
in going public, have kept
many companies on the side-
lines. In some cases, they fear
that having to answer to a di-
verse crowd of public share-
holders each quarter—as op-
posed to a few private-equity
executives—would prevent
them from deploying capital
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Volkswagen AG and its
Audi luxury-car unit face the
prospect of significantly higher
costs to resolve emissions-
cheating litigation in the U.S.
following a recent disclosure
about Audi that unleashed new
consumer lawsuits.

At least two consumer
class-action lawsuits against
Audi recently were filed in U.S.
federal courts in Illinois and in
Minnesota. They allege Audi
defrauded customers by under-
stating carbon-dioxide emis-
sions and fuel consumption in
several of its most popular se-
dans and sport-utility vehicles.

The new cases were filed in
response to a fresh allegation
of emissions-cheating at Audi
that was reported in The Wall
Street Journal earlier this
month and confirmed by
Volkswagen and Audi over the
weekend. Volkswagen and
Audi declined to comment.

The companies haven’t yet
filed motions in response to the
new suits, which are separate
from ongoing litigation related
to cheating on diesel emissions
to which Volkswagen has admit-
ted. Volkswagen hopes to have
any new cases combined and
transferred to Federal Judge
Charles Breyer in San Francisco,
who is handling the diesel law-
suit, according to a person fa-
miliar with the situation.

Volkswagen admitted last
year to installing software on
nearly 11 million diesel-pow-
ered cars world-wide that al-
lowed the vehicles to pass
emissions tests on the tread-
mill, but emit as much as 40
times the legal limit of smog-
producing nitrogen oxides
during normal road driving.

In June, Volkswagen agreed
to settle hundreds of thousands
of consumer lawsuits concern-
ing vehicles with two-liter die-
sel engines, reaching a historic
$14.7 billion settlement.

Volkswagen still aims to
reach a similar settlement
with lawyers for 80,000 own-
ers of tainted 3-liter diesel en-
gines in a separate lawsuit.
The 3-liter engines were built
by Audi and used by Volks-
wagen and its Porsche unit.

Wrapping up the 3-liter set-
tlement has proved more diffi-
cult than closing the deal on
the 2-liter cars. The U.S. Jus-
tice Department and Environ-
mental Protection Agency are
at odds with lawyers for con-
sumers and the Federal Trade
Commission over the 3-liter
deal, according to people fa-
miliar with the matter.

The EPA is focused on low-
ering vehicle emissions to re-
duce further environmental
damage, but Elizabeth
Cabraser, the lead lawyer for
consumers, said in a statement
that any deal must “hold the
company accountable for the
harm caused to consumers.”
Without a higher cash offer for
owners of these cars, lawyers
for the consumers could soon
press for a trial, the people fa-
miliar with the matter said.

Volkswagen said Tuesday it
continues to work closely with
the EPA and California Air Re-
sources Board on a resolution
for the affected 3-liter vehicles
and will go before a judge Nov.
30 to discuss it further.

—Aruna Viswanatha
contributed to this article.

TOKYO—Samsung Elec-
tronics Co.’s planned $8 bil-
lion acquisition of U.S. auto-
parts supplier Harman
International Industries Inc.
has exacerbated fears in Japan
that its makers of cars and car
parts will get left behind in the
auto-technology race.

“This is an industry that is
changing very rapidly,” indus-
try minister Hiroshige Seko
said Tuesday when asked
about the South Korean elec-
tronics company’s deal.

“Alliances are being forged
across industries,” he added.
“Japan needs to work on this
technology with a clear strat-
egy in mind.”

Japan is spooked by its
poor record in dealing with
technology shifts that disrupt
industries. Its companies once
were leading cellphone mak-
ers, but Apple Inc.’s iPhone
decimated Japanese handset
makers that made a belated
and largely unsuccessful push
into the smartphone business.

Japan’s chip makers, while
still strong in some areas, no
longer rule the world as they
did a quarter-century ago.

As the home of Toyota Mo-
tor Corp., Nissan Motor Co.
and Honda Motor Co., Japan
can ill afford to let companies
in nations such as the U.S. and
South Korea get control of the
core technologies behind self-
driving and internet-connected
vehicles. Exports of cars and
their parts accounted for 20%
of Japan’s exports last year.

“The fate of the Japanese

economy depends on the abil-
ity of the automobile and elec-
tronics industries—the two
pillars of the nation’s econ-
omy—to continue to produce
high-value-added products,”
said a report this year from
the Ministry of Economy,
Trade and Industry.

“If these industries become
mere subcontractors for global
software giants that supply
and operate platforms for
other companies to build their
businesses on, Japan would be
stuck with manufacturers
without any high-value-added
content,” the report said. In
October, METI secured about
$195 million in funding to help
companies study artificial in-
telligence for uses such as au-
tonomous driving.

Recent deals show Toyota’s
key suppliers are trying to
ramp up their abilities in the
same areas spotlighted by the
Samsung-Harman deal.

In September, Renesas Elec-
tronics Corp., which is major-
ity-owned by a Japanese gov-
ernment-backed fund, said it
would buy U.S. chip maker In-
tersil Corp. for about $3.2 bil-
lion, a deal executives said was
aimed at strengthening the au-
tomotive business.

Mr. Seko said in a recent in-
terview that the government
might keep control of Renesas
to ensure that its autonomous-
driving technology stays in
Japanese hands. “The govern-
ment will have to take the lead
if Japan wants to compete
with behemoths like Google.”

BY MITSURU OBE
AND SEAN MCLAIN

Car Deal Unnerves Japan

Global semiconductor market
share by sales

Cars and car parts as a
proportion of Japan's exports

Economy Driver
Japan’s car makers want to avoid the fate of the nation’s
semiconductor industry.

Note: ¥1 trillion = $9.26 billion

80

0

10

20

30

40

50

60

70

%

’901980 ’00 ’10

Americas

Japan
Europe

Other
Asia-Pacific

¥80

0

10

20

30

40

50

60

70

trillion

2009 ’10 ’11 ’12 ’13 ’14 ’15

Sources: Ministry of Finance (exports); Gartner (semiconductors)

THEWALL STREET JOURNAL.

Total
exports

Cars
and
parts

Luxury car maker Jaguar
Land Rover plans to deliver an
electric sport-utility vehicle in
2018, taking a shot at Tesla
Motors Inc.’s Model X and
other automotive rivals.

Jaguar Land Rover on Mon-
day unveiled its Jaguar I-Pace
SUV concept ahead of the Los
Angeles Auto Show that begins
this week.

Its electric SUV will be first
of several such vehicles
planned by the British brand
owned by India’s Tata Motors
Ltd.

Other luxury car makers are
close behind. Audi AG plans to
market an electric SUV in
2018, it has said. Daimler AG’s
Mercedes-Benz is gearing up
to show an electric, midsize
SUV in 2019, and BMW AG
aims to offer a battery-pow-
ered X3 SUV in 2020.

They are moving in part in
response to tougher emissions
standards in the U.S. and Eu-
rope.

Jaguar Land Rover is on the
trail of Tesla’s Model X, which
went on sale last year and is
part of Chief Executive Elon
Musk’s plan to boost the Palo
Alto, Calif., company’s electric-
vehicle production to 500,000
vehicles in 2018, from about
50,000 in 2015.

The number of all-electric
models available in the U.S. is
expected to triple to 19 by
2020, according to credit-rat-
ing firm Moody’s Investors
Service.

Sales of small electric se-
dans, such as Nissan Motor
Co.’s Leaf and BMW’s i3, have
been disappointing so far.

Overall sales of high-end
SUVs have been bright spot in
the U.S. auto industry, garner-
ing a 52% share of the overall
U.S. luxury car market through
October this year, up from 40%
of sales in 2013, according to
data provider LMC Automo-
tive. Auto makers are eager to
sell SUVs because they com-
mand higher prices than
smaller cars, and they’re in-
creasingly popular with luxury
car buyers. Jaguar didn’t dis-
close a price for the I-Pace.

“We don’t see the trend to-
ward SUVs going away any-
time soon,” said Jeff Schuster,
an analyst at LMC Automotive,
in an interview.

Visitors to the Los Angeles
Auto Show, which opens to the
public on Friday, will find sev-
eral new electric offerings.
General Motors Co. is soon to
bring its all-electric Chevrolet
Bolt to buyers in coming
weeks, and Fiat Chrysler Auto-
mobiles NV is rolling out a
plug-in hybrid version of its
Pacifica minivan.

“Historically, the notion has
been that you need to show
people that you’re driving an
electric car,” said Joe Eber-
hardt, Jaguar Land Rover’s
U.S. chief. “That doesn’t mean
it has to be small and it has to
be quirky looking. What I think
we’re trying to prove here is
that you can have a great-look-
ing…SUV that’s all-electric.”

BY TIM HIGGINS

Jaguar Sets Target
For Electric SUV
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Castlight Health Inc.
Opioid abusers cost em-

ployers $19,450 in average
annual medical expenses,
nearly twice as much as non-
abusers. Rex Butler, a safety
and environmental manager
at Central Iowa Power Co-
operative in Des Moines,
considers it his mission to
educate the utility’s 100
workers about the dangers of
painkillers. A decade ago, Mr.
Butler lost his younger
brother Bill to overdose at
age 33.

Bill was first prescribed
opioids for a back injury sus-
tained at work and later be-
came addicted.

“As long as workplace in-
juries occur, a possibility ex-
ists for employees to take a
medication that kills 45 peo-
ple every day,” says Mr. But-
ler.

“I just keep repeating the
mantra, don’t get the pre-
scriptions,” he says.

In Indiana, where Cum-
mins is based, workplace opi-
oid usage is high. Some 80%
of Indiana employers said
they have been affected by
prescription drug misuse and
abuse, facing issues like im-
paired performance, positive
drug tests and employee ar-
rests, according to a survey
by the National Safety Coun-
cil and the Indiana Attorney
General’s Prescription Drug
Abuse Prevention Task Force.

Only 52% of the employers
surveyed said they conducted
drug tests for synthetic opi-
oids, which include many
prescription painkillers.

The Castlight study found
significant age, socioeco-
nomic and geographic varia-
tion nationally when it
comes to opioid abuse. Older
baby-boomer employees are
roughly four times more
likely to abuse prescription
painkillers than younger
workers. Abusers were more
likely to live in the rural
South, and to live in areas
with lower incomes than
nonabusers.

Cummins now teaches su-
pervisors how to spot pain-
killer problems among em-
ployees and trains plant
managers to stabilize and tri-
age workers having an over-
dose, Dr. Shurney says.

This summer, the company
opened a new health center
at its corporate headquar-
ters, with services like mas-
sage, acupuncture, physical
therapy and a full-time phar-
macist, guiding workers to
alternative pain treatments.

More firms are expected
to take measures to curb opi-
oid use. In 2017, about 30%

of employers will implement
restrictions on opioid pre-
scriptions and 21% say they
will add programs to manage
prescription opioid use, such
as requiring prescriptions to
be filled at one pharmacy or
adding case-management
programs to keep watch over
employees’ use of painkillers,
according to a survey of 133
large companies by the non-
profit National Business
Group on Health.

Cummins already is work-
ing with its pharmacy-bene-
fits manager to flag opioid
prescriptions, notifying phy-

sicians and pharmacists if
patients appear to be pill
shopping or receiving exces-
sive dosage, Dr. Shurney
says. (Cummins only sees ag-
gregate, not individual, em-
ployee prescriptions.)

At Cummins, the number
of opioids prescribed to em-
ployees under the company’s
health plan has decreased by
3.9% between 2013 and 2015,
the company says.

“We are in an area where
that is not usually the case,”
says Dr. Shurney. “That
means we are winning the
battle.”

Company Mitigates
Open-Office Noise

The din at Segment.io Inc.’s
office was making it hard for
employees to get work done.

The enterprise software com-
pany’s San Francisco space, a for-
mer warehouse, features an
open-office layout. But employ-
ees, especially engineers, reported
that audio and visual noise was
affecting their concentration. The
office was loud, they said, and
there were so many people in
their field of vision that the con-
stant motion was taking a toll.

A survey in June revealed
that employees could only focus
at their desks 45% of the time,
said Segment CEO Peter Rein-
hardt. “They didn’t really feel like
they could get into flow for a big
chunk of the day,” he said.

So the company launched an
anti-distraction campaign. After a
few weeks of collecting data, the
company’s management found
that engineers were sitting in
the loudest part of the office. So,
the company played musical
chairs, moving the engineering,
design and analytics teams to
the quietest part. The sales and
support teams shifted to the
loudest part, since the nature of
their work led to open discus-
sions. A survey conducted after
the move revealed that employ-
ees could concentrate 60% of
the time at their desks.

—Rachel Feintzeig

Coding Contests
Yield Tech Hires

Uber Technologies Inc. and
other tech employers are turning
to a gaming startup to find tal-
ented engineers outside of their
regular recruiting channels.

San Francisco-based Code-
Fights hosts online coding com-
petitions for programmers and
connects companies with the
best coders. Programmers can
compete against one another or
go up against bots designed to
code like engineers at specific
companies, such as Asana Inc.,
Dropbox Inc. and Quora Inc. For
instance, users can compete
against Uber’s bot for routing
cars or figuring out the best way
to match riders in carpools.

Participants earn points based
on how well they solve problems
and review code for bugs, and
how fast they complete tasks.
When a player does well, Code-
Fights identifies partner compa-
nies that are a good match for
their skills.

The site charges companies a
referral fee equal to 15% of a
hired candidate’s starting salary;
CodeFights says its users have
received more than 50 job offers
in the last three months.

“This is a marketplace based
on skill and talent instead of ped-
igree,” says Tigran Sloyan, who
founded the company in 2014.

—John Simons
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A handful of companies
are trying strong medicine to
limit employees’ use of pre-
scription painkillers like Oxy-
Contin.

Engine-maker Cummins
Inc. is one of the few large
employers aggressively re-
sponding to opioid misuse in
their ranks. After managers
found evidence of drug activ-
ity in one of its plants in
2013, the Columbus, Ind.,
company now requires per-
sonnel to take drug tests for
prescription painkillers and
encourages employees to
seek alternatives to their use.

According to federal data,
nearly two million Americans
are abusing prescription opi-
oids, with sales of those pre-
scriptions nearly quadrupling
from 1999 to 2010.

Prescription opioid-related
dependence and abuse cost
the country an estimated
$78.5 billion, according to
new Centers for Disease Con-
trol and Prevention research
based on 2013 data.

Employers bear a large
share of those costs; some
$16.3 billion is lost due to re-
duced productivity and in-
creased disability, and $14
billion is borne by private
health insurers, according to
the study. Cummins says it is
treading carefully, since most
prescription painkillers are
legally prescribed and most
workers don’t end up abus-
ing them.

All the same, they can im-
pair users’ judgment, leading
to safety risks at work.

“We don’t want someone
not to have access that
something they could use to
reduce their pain,” says Dex-
ter Shurney, chief medical di-
rector at Cummins. “But we
don’t want to encourage ad-
diction and abuse.”

The 55,000-person com-
pany requires employees in
some plants to attend train-
ing sessions on identifying
and addressing drug activity
and prescription-drug abuse.
The company has also added
opioids to its panel of drug
tests for both new and cur-
rent employees when drug
abuse is suspected, Dr. Shur-
ney says.

Testing positive for pre-
scription opioids isn’t neces-
sarily a fireable offense at
Cummins. After a positive
test, the company steers
workers to treatment if
needed and reassigns them
from safety-sensitive jobs.

Opioid abuse among work-
ers also comes at a cost to
employers. Nearly one in
three opioid prescriptions
covered by employer health
plans is being abused, ac-
cording to research con-
ducted by health-care firm

BY RACHEL EMMA SILVERMAN

BattlingPainkillerAbuseatWork
Engine maker Cummins is among U.S. employers trying to limit addiction to prescription drugs

Rex Butler, a safety and environmental manager at Central Iowa Power Cooperative, educates the utility’s workers on painkillers.
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$79B
The estimated cost in the U.S.
of prescription opioid-related
dependence and abuse.

Some of the most innovative
approaches for fighting painkiller
addiction among employees
come from an unlikely source: the
workers’-compensation industry.

Workplace injury is one of
the main reasons doctors pre-
scribe opioids, and dependence
has become an expensive prob-
lem for those paying workers-
comp claims. Workers’-compen-
sation payers spent $1.54 billion
on opioids in 2015, or 13% of to-
tal U.S. spending on opioids, ac-
cording to an analysis by Comp-
Pharma LLC.

Companies that handle claims
for those injuries are trying new
programs that push workers to-
ward alternative pain treatments
and make it harder to get pre-
scriptions for potentially addictive
drugs—all intended to get people
back to work without getting
hooked, companies say.

Workers’-compensation bro-
kers, insurers and administrators,
such as Lockton Companies
LLC., Liberty Mutual Group Inc.
and Broadspire Services Inc. are
using predictive algorithms and
behavioral health screens to as-
sess an individual’s risk for de-

pendency, and steering some in-
jured workers to alternate
treatments such as over-the-
counter drugs and mental-health
counseling in lieu of prescription
opioids.

“We were not capturing opi-
oids early enough. We were
catching them once they were al-
ready at a high dosage,” said Ja-
cob Lazarovic, chief medical offi-
cer of Broadspire, which
administers workers’-comp
claims for self-insured employers
and insurers. When an injured
worker is first prescribed a drug
such as fentanyl, Broadspire
mails an opioid education packet
to both patient and doctor, and
tracks refills. Claims are reviewed
after 10 weeks to check whether
the patient is still taking opioids.
Broadspire then works with the
physician to make plans for

weaning the patient off the
drugs, he says.

In a test of the program, opi-
oid prescriptions fell by 14% com-
pared with a control group, the
company says.

Insurer Travelers Cos. has
developed an algorithm that
identifies the likelihood that an
injured employee will develop
chronic pain. Certain conditions,
such as a prior case history of
anxiety or depression, increase
the chance that a patient will ex-
perience chronic pain, said Adam
Seidner, Travelers’ medical direc-
tor.

Researchers found that about
65% to 85% of injured workers
received narcotic painkillers under
workers’ comp, according to the
Workers Compensation Research
Institute.

—Rachel Emma Silverman

Targeted Care

Companies that handle
claims step up programs
that push workers toward
alternative pain treatments

Study says 65% to 85% of hurt workers get narcotic painkillers.
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A congressional auditor
found technical faults with the
Federal Reserve’s annual
“stress tests,” but avoided
sweeping indictments of the
program in a widely antici-
pated report published Tues-
day.

The Government Account-
ability Office said the stress-
testing program improved
oversight of the banking sys-
tem. But it also said the Fed
should better evaluate the
tests’ impact on credit in the
economy, be more transparent
about the reasons banks fail
the tests, and improve its
oversight of the mathematical
models used in the program.

The Fed, in a letter re-
sponding to the report, de-
fended the program and said it
would consider the recommen-
dations.

The stress-test program
was created during the finan-
cial crisis as a way to gauge
the health of large U.S. banks.
The 2010 Dodd-Frank law
made the tests a requirement
for big banks, and the Fed
built on that by designing an
annual testing system by
which banks must prove they
are meeting certain risk-man-
agement standards or face
curbs on the amount of money
they can return to sharehold-
ers through dividends and
buybacks.

The report was requested
by House Republicans who
have proposed legislation that
could exempt some banks
from the tests’ restrictions on
returns to shareholders if they
meet certain criteria, such as
maintaining equity capital
equal to 10% of their total as-
sets.

House Financial Services
Committee Chairman Jeb Hen-
sarling (R., Texas), the bill’s
chief proponent, has said mov-
ing the proposals forward
would be his top priority in
the next Congress. He is also
under consideration for the
post of Treasury secretary, ac-
cording to people familiar
with the matter, which would
increase his influence over
regulatory policy.

The GAO findings could
play an important role in the
debate over changes to the
tests. From the Fed’s perspec-
tive, the report could have
been worse.

It is broadly supportive of
the stress-test program as a
way to improve financial sta-
bility.

On the other hand, the re-
port provides fodder for the
Fed’s critics. It faults the cen-
tral bank for not thinking hard
enough about whether the
tests could hurt the economy
by being too severe.

“The Federal Reserve also
has not explicitly analyzed
how to balance the choice of
severity—and its influence on
the resiliency of the banking
system—with any impact on
the cost and availability of
credit, which could limit its
ability to avoid undesired eco-
nomic effects,” the report said.

alty insurance market, under-
writing policies for both busi-
nesses and consumers.

Before the 2008 global fi-
nancial crisis, AIG was a
sprawling financial-services
behemoth with businesses in-
cluding aircraft leasing and
consumer lending. But it sold
tens of billions of dollars of
assets to fully repay its nearly
$185 billion government bail-

FINANCE &MARKETS

tive. That means the central
bank is likely to step in and
buy bonds to push longer-term
yields back down if they get
too high, analysts and inves-
tors say.

“It’s easy [for benchmark
yields] to get to zero, but I be-
lieve the hurdle is fairly high
for the yields to keep rising,”
said Yuichi Kodama, chief
economist at Meiji Yasuda Life
Insurance Co. in Tokyo. Bond
prices and yields move in op-
posite directions.

Investors around the world
are processing the possibility
that Mr. Trump’s election vic-
tory could usher in a period of
higher economic growth and
inflation, ending an era of low
and negative interest rates
that fueled a yearslong rally in
government bonds. Inflation
chips away at the value of
fixed payments in the future,
making bonds less attractive
to hold.

The yield on 10-year U.S.
Treasurys shot up to as high

as 2.30% on Monday, versus
1.867% on Nov. 8, when the
U.S. presidential election was
held, marking one of its sharp-
est jumps over a similar pe-
riod since 2008. The yield was
at 2.23% on Tuesday afternoon

in New York, near its highest
level since January.

In Germany, yields on 10-
year bunds rose to their high-
est level since late January on
Monday, while the yield on the
Swiss 10-year government

bond almost moved into posi-
tive territory from negative.
Yields on both bonds eventu-
ally settled lower on Monday
and continued to fall on Tues-
day.

Many emerging markets
have seen even bigger bond
selloffs as rising yields in the
developed world make the
debt of riskier countries less
attractive.

In Japan, which has been
experimenting with zero rates
and aggressive easing since
1999 in an attempt to get its
stagnant economy growing
strongly again, yields in the
$10 trillion government-bond
market have been moving
much more slowly. The 10-year
government-bond yield crept
up from minus-0.07% just be-
fore Mr. Trump’s win, and rose
above zero to 0.005% during
Tuesday trading in Tokyo, be-
fore falling to around zero.

The last time the bench-
mark had traded briefly above
zero was Sept. 21, just after

the BOJ announced its plan to
keep those yields around 0%.

The BOJ implemented the
plan to try to increase the ef-
fectiveness of its monetary
policy and lessen its impact on
banks by keeping a sizable gap
between short- and long-term
rates—the spread on which
most lenders earn their prof-
its. But the policy also works
to shield Japanese yields from
external pushes and pulls, and
may be one reason Japanese
government bonds have been
slow to join the global move.

Now investors are wonder-
ing how high the BOJ might
let longer-term yields rise, and
whether it can really exert the
control on the massive market
that it wants.

“The test will be whether
the BOJ increases purchases to
maintain its line in the sand,”
said Charlie Diebel, head of
rates at Aviva Investors in
London, which managed assets
worth more than £318 billion
($397 billion) as of June 30.

TOKYO—The global bond
rout could prove a key test for
Japan, the land of low rates.

The yield on Japan’s 10-
year government bond briefly
rose above zero on Tuesday
for the first time in nearly
eight weeks, joining a global
trend toward higher yields in
the wake of Donald Trump’s
victory in the U.S. presidential
election.

The move up is significant
because the bulk of Japan’s
government bonds have
yielded a negative rate for
most of the year, meaning in-
vestors pay the government
for holding its debt.

It also puts to the test an
experimental new Bank of
Japan policy that effectively
keeps yields where it wants
them by setting a target for
10-year government-bond
yields at around zero, while
keeping short-term rates nega-

BY HIROYUKI KACHI
AND RACHEL ROSENTHAL

Bonds’ Fall May Test Japan’s Rate Policy

Yield on 10-year Japanese government bonds

Positive Thinking
Japan’s benchmark yield, which has spent most of 2016 in negative
territory, poked above zero Tuesday.

Sources: Thomson Reuters (yield); staff reports THEWALL STREET JOURNAL.
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Jan. 29: BOJ says it will
set rate on some deposits
at minus 0.1%

July 29: BOJ holds off on
major further easing

Sept. 21: BOJ aims
to keep 10-year yield
around 0%

Nov. 8: Donald Trump wins
U.S. presidential election,

sparking inflation anticipation

classes. Meanwhile, the surge
of passive investing, in which
funds aim to match the returns
from an index or asset class,
means stocks have increasingly
moved in lock step, another
challenge for stock pickers try-
ing to distinguish among com-
panies and industries. But
since the election, correlations
have begun to break down.

Mr. Trump’s plans for infra-
structure and deficit spending
has the bond market selling on
expectations of greater eco-
nomic growth and inflation,
sending yields up. Higher
rates, combined with his plans
to reduce financial regulation,
have boosted bank stocks.

Whether, when and to what
extent Mr. Trump’s plans
change, come to fruition or
backfire is anyone’s guess, and
that is what makes conditions
ripe for traders.

It is “go time for hedge
funds,” Jay Krieger, who in-

vests in hedge funds at Funda-
mental Capital Management
LLC, wrote in a Thursday in-
vestment letter. However,
there is a risk: “Bottom line is
two-thirds of what the market
imagines might happen as a
result of a Trump agenda
won’t occur,” Mr. Krieger said
in an interview.

One case in point: Shares of
hospital and insurance compa-
nies such as HCA Holdings
Inc. and Tenet Healthcare
Corp. fell postelection on fears
a Trump administration could
roll back the Affordable Care
Act’s expansion of Medicaid
coverage.

On Friday, Mr. Trump said
in interview with The Wall
Street Journal that he would
consider leaving in place cer-
tain parts of President Barack
Obama’s health-care overhaul.
Tenet and HCA moved higher
Friday after the remarks and
rallied Monday.

Still, traders have a mixed
record when it comes to bet-
ting on politics, and funds that
are in the black could opt not
to make new wagers for much
of the rest of the year to pro-
tect gains.

The market moves have
helped Kyle Bass turn a losing
year into a winning one, ac-
cording to an investor. His Dal-
las-based Hayman Capital
Management LP last week in-
creased the size of some exist-
ing bets against Asian curren-
cies, including the yen, after
Mr. Trump’s election, the in-
vestor said.

In an interview, Mr. Bass
said he expects inflation to ac-
celerate given Mr. Trump’s
stated preference for protec-
tionist policies, which, in turn,
should spur the Federal Re-
serve to step up the pace of in-
terest-rate increases and boost
the dollar against currencies
such as the yen.

Hayman’s flagship fund was
up about 5% for the year
through Thursday, the investor
said. “The gloves are coming
off,” said Mr. Bass, who wagers
on global macroeconomic
trends and is known for mak-
ing big, contrarian bets.
“What’s going to separate
managers is whether they’re
willing to take real risk. I don’t
mean riverboat-gambling kind
of risk, but a real position.”

Some question whether the
investment environment for
managers has fundamentally
improved.

“I think there could be a
few shocks. Clearly, the elec-
tion was a shock,” said Jane
Buchan of Irvine, Calif.-based
hedge-fund investors Paamco,
which manages and advises on
$23 billion of hedge-fund in-
vestments. “That’s very differ-
ent from increased, sustained
levels of volatility, which is
what managers need.”

Donald Trump upended U.S.
politics and global markets.
And that is exactly why his
presidency has Wall Street
traders excited.

After Tuesday’s election,
once-sluggish bank stocks
surged, tech stocks including
Amazon.com Inc. and Google
parent Alphabet Inc. fell.
Seemingly invincible bonds
sold off, and the Japanese yen
slumped against the dollar.

The markets have suddenly
become a trader’s dream. That
is true for small-fry day trad-
ers to hedge funds willing to
wager billions of dollars. Mar-
ket volatility and increased
trading volume can allow trad-
ers to exploit potential price
inefficiencies with the hope of
producing market-beating
gains. “Up to now, the actions
of central bankers and the ac-
tions of government policy
makers have been pretty well-
known and telegraphed,” said
Vineer Bhansali, a Pacific In-
vestment Management Co.
veteran who last year launched
a hedge fund designed to
profit from extreme events.
“Now, you’ve got someone
who’s not a Washington in-
sider making the decisions.”

Mr. Bhansali said his fund,
LongTail Alpha LLC in New-
port Beach, Calif., made op-
tions and futures bets on
stocks, foreign currencies and
Treasurys ahead of the elec-
tion based on the market’s dis-
counting the possibility of an
upset and exited those posi-
tions for a profit on election
night as Florida looked like it
would go for Mr. Trump. He
eventually won the state.

Hedge funds haven’t beaten
the market since the financial
crisis. They are up an average
of 3.6% this year through Octo-
ber, according to research firm
HFR Inc., underperforming the
S&P 500’s 5.9% gain, including
dividends. Investors have with-
drawn money from the indus-
try for four quarters in a row,
the longest such stretch since
the financial crisis.

Fund managers have
blamed the stretch of disap-
pointing returns on central
banks, which, they said, ex-
erted outsize influence in
buoying virtually all asset

BY JULIET CHUNG
AND ROB COPELAND

Traders Salivate as Market Volatility Rises
A Trader’s Dream?
As hedge-fund performance suffers, there is renewed hope that market volatility under a Trump
administration will favor active traders.

Sources: HFR (flows); FactSet (stocks) THEWALL STREET JOURNAL.

Hospital operators react to Mr. Trump's comments
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“The gloves are coming off.”
KYLE BASS, HAYMAN CAPITAL

“Sustained levels of
volatility... is what
managers need.”
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BY RYAN TRACY

Criticism,
Accolades
For Fed on
Bank Tests

the highest fix since Dec. 8,
2008. The yuan is allowed to
trade 2% up or down from the
fix in mainland Chinese mar-
kets. Late in Asia on Tuesday,
the dollar was buying 6.8530
yuan, up from 6.8409 late
Monday.

The People’s Bank of China
has allowed the yuan to
weaken for the past eight
trading days, with the pace of
depreciation picking up since
Friday when the dollar intensi-
fied its global surge following
Mr. Trump’s victory on Nov. 8.

Mr. Trump was often criti-
cal of China’s currency policy
during the presidential elec-
tion campaign, saying he
would brand the country a
“currency manipulator” when
he took office.

SHANGHAI—The yuan fell
to its lowest level against the
U.S. dollar in nearly eight
years Tuesday, continuing a
recent drop that has acceler-
ated since Donald Trump’s vic-
tory in the U.S. presidential
election.

The value of one dollar rose
as high as 6.8660 yuan in
China’s tightly controlled do-
mestic market during the
Asian trading morning, its
highest point since Dec. 9,
2008, during the depths of the
global financial crisis.

The yuan’s fall came after
China’s central bank set its
daily reference rate for the
currency at 6.8495, up 0.3%
from the day before, marking

BY SHEN HONG

Yuan Slides to Lowest
Level in Nearly 8 Years out. Among the divestitures:

an international life-insurance
unit sold to MetLife Inc.; two
Japanese life-insurance units
sold to Prudential Financial
Inc.; and a pan-Asian life-in-
surance business, AIA Group
Ltd., that was publicly listed.

Over the past year, AIG has
ramped up streamlining, as
billionaire investors Carl Icahn
and John Paulson have pushed
it to more speedily improve fi-
nancial results.

AIG agreed last month to
sell some Latin American and
European property-and-casu-
alty insurance operations to
Fairfax Financial Holdings Ltd.

FWD has operations in
Hong Kong, Macau, Thailand,
Indonesia, the Philippines,
Singapore and Vietnam, offer-
ing life, medical and other in-
surance policies as well as em-
ployee benefits.

Hong Kong entrepreneur
Richard Li’s investment firm
agreed to acquire American
International Group Inc.’s last
remaining life-insurance busi-
ness in Asia as the New York
conglomerate continues to
narrow its focus.

Mr. Li’s Pacific Century
Group has financial services,
technology, media, telecommu-
nications and property hold-
ings. Since 2013, its life-insur-
ance arm, FWD Group, has
been expanding across Asia.

In the deal, Pacific Century
is acquiring AIG Fuji Life In-
surance Co. Ltd. in Japan, the
companies said Monday. Fi-
nancial terms weren’t dis-
closed. AIG, which has oper-
ated in Japan since 1946, will
continue to focus on that
country’s property-and-casu-

BY LESLIE SCISM

AIG Sells Fuji Life to Richard Li

AIG has narrowed its focus.
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FINANCE WATCH

BANK OF AMERICA

Trading Activity
Soared After Vote

The surprise election of Don-
ald Trump has been a boon for
Wall Street’s trading desks.

Tom Montag, who runs Bank
of America Corp.’s global bank-
ing and markets units, said Tues-
day that the bank had clocked
its biggest day ever by volume
on both the New York Stock Ex-
change and Japan’s Nikkei on
Nov. 9, the day after Mr. Trump’s
election as U.S. president.

That should help propel the
bank’s fourth-quarter trading re-
sults, which Mr. Montag said he
expects to exceed last year’s
fourth quarter. Still, he also
noted that trading so far in the
fourth quarter was “not as ro-
bust” as in the third quarter,
when banks benefited from in-
vestors’ uncertainty about when
the Federal Reserve might raise
interest rates and the lingering
effects of the U.K.’s Brexit vote
in June.

—Christina Rexrode

JD.COM

Firm Weighs
Finance Spinoff

Chinese e-commerce company
JD.com Inc. said it was exploring
a spinoff of its internet finance
unit to facilitate the expansion of
the business in its home market.

JD.com, which is China’s sec-
ond-largest online retailer, is
looking at selling its entire
stake in JD Finance to Chinese
investors, including the parent
company’s chairman, Richard
Liu, it said.

JD’s online finance subsidiary
would be fully owned by Chinese
investors after such a sale, al-
lowing it to expand its opera-
tions in certain licensed financial-
services businesses in mainland
China, it said.

JD.com is one of several inter-
net companies seeking to tap
credit demand among consumers
and small and medium-size busi-
nesses in mainland China.
JD.com and peers Alibaba Group
Holding Ltd. and Tencent Hold-
ings Ltd. have been ramping up

efforts to raise funds and ex-
pand their payment and digital-
banking platforms.

Launched in 2013, JD Finance
offers a range of financial ser-
vices and products to consumers
and small businesses in China.
Last year, it joined with U.S.-
based ZestFinance to provide
credit-risk evaluation services to
Chinese companies.

—Liza Lin

BANK OF CYPRUS

Lender Aims to List
On London Exchange

Bank of Cyprus, the island’s
largest lender, said it would ap-
ply for a listing on the London
Stock Exchange in a move aimed
at boosting its liquidity and at-
tracting new investors.

The move is part of a turn-
around for the bank, which was
recapitalized in 2013, when it im-
posed losses on holders of large,
unsecured deposits. Since then,
the lender has raised additional
capital and changed its manage-
ment team.

The bank will keep its listing
on the Cyprus Stock Exchange
but will delist from the Athens
bourse. The bank sold all of its
operations in Greece three years
ago as part of an international
bailout provided to Cyprus.

—Stelios Bouras

PIRAEUS BANK

Profit Increases
As Provisions Shrink

Greece’s largest lender, Pi-
raeus Bank, reported an im-
proved profit of €31 million ($33
million) for the third quarter as it
set aside less money to cover
potential losses on loans.

The figure compares with a
€20 million profit in the second
quarter. The lender said that
charges for impaired loans fell to
€242 million from €265 million in
the previous quarter.

Greek banks have been strug-
gling to get a grip on bad loans
amounting to some €110 billion,
or about 60% of the country’s
annual economic output, caused
by the country’s seven-year eco-
nomic slump. —Stelios Bouras

Philadelphia Energy Solu-
tions, operator of the largest
oil refinery on the U.S. Atlan-
tic coast, felt confident
enough about its prospects
last year that it filed to raise
$272 million through an initial
public offering.

But the company ditched
those plans in September. It
also let go dozens of workers,
suspended pension contribu-
tions and delayed capital proj-
ects, according to a person fa-
miliar with the matter.

A year can make a big dif-
ference, as can a 75% narrow-
ing of the spread between the
price of the U.S. crude-oil
benchmark West Texas Inter-
mediate and the global bench-
mark, Brent.

That spread—which wid-
ened to as much as $28 a bar-
rel—had nourished East Coast
refiners and given American
refiners a competitive advan-
tage over imports from their
trans-Atlantic rivals. But the
discount has narrowed as out-
put by U.S. shale producers
declined, and tightened this
year to $1.65, on average.

“They lost that lifeline of
cheap crude,” said Robert
Campbell, an analyst for En-
ergy Aspects.

Philadelphia Energy Solu-
tions declined to comment.

Refiners around the country
have been hurt by the loss of
exceptionally cheap oil, which
they transform into fuels that
could be sold at prices linked
to the global oil benchmark.

But East Coast plants—
squeezed by competition from
abroad and from huge, effi-
cient plants on the Gulf
Coast—have always had thin-
ner margins and have been hit
hardest. Some had to curtail
output amid a record fuel glut
that hit the region this sum-
mer, a time when drivers typi-

cally take to the roads and sop
up gasoline supplies.

“East Coast refiners are
now operating in the same dif-
ficult environment that led to
closures between 2009 and
2012,” said Sandy Fielden, di-
rector of oil-and-products re-
search at Morningstar.

Delta Air Lines Inc. also has
taken a hit. The Atlanta-based
airline, which bought a refin-
ery near Philadelphia in 2012
in hopes of reducing its jet-
fuel costs, recently said it ex-
pects the plant to lose $100
million this year.

Two years ago, the airline
bragged it could save $2 to $3
a barrel by bringing in 70,000
barrels of oil a day from North
Dakota “at a significant dis-
count to what we currently
pay for Brent.”

Phillips 66 and PBF Energy
Inc., which own plants in New
Jersey and Delaware, have re-
ported that refining margins
in the region have halved from
a year ago, largely because of
the collapse in the crude dis-
count.

For years, the price levels
for U.S. and overseas oil
moved close to lockstep, often
with WTI trading at a pre-
mium to Brent because of dif-
ferences in quality and the

PBF Energy Inc., an inde-
pendent refiner, bought plants
in New Jersey and Delaware
from San Antonio-based
Valero Energy Corp. Carlyle
Group, a private-equity firm,
took a stake in a Philadelphia
plant, helping form Philadel-
phia Energy Solutions, with
the aim of upgrading it and
building a new terminal to un-
load crude delivered from
North Dakota.

For a time, the strategy
worked. U.S. crude imports by
companies on the Eastern Sea-
board plummeted by 54% be-
tween 2005 and 2014.

But the spread began nar-
rowing in 2012. One factor was
new pipelines that helped
shale producers reach markets
on the Gulf Coast. The collapse
of oil prices was another blow.

Then in December, the fed-
eral government lifted restric-
tions that had banned most
crude exports. That effectively
allowed U.S. shale producers
to sell excess supply on world
markets at higher global
prices. While the price gap
had already narrowed signifi-
cantly by the time that the ex-
port ban was lifted, analysts
say it is one reason why the
gap is unlikely to widen to
previous levels.

BY ALISON SIDER

U.S. Refiners Feel Squeeze
Loss of cheap shale
crude has removed a
key advantage over
foreign rivals

This Philadelphia Energy Solutions’ oil refinery in Philadelphia is the largest on the East Coast.
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cost to transport the crude to
the U.S., where gasoline de-
mand is stronger than in Eu-
rope.

That started to change
about a decade ago as excess
output from U.S. shale fields
began to build up in storage
tanks. As the glut accumu-
lated, U.S. crude began to

trade at a steep discount to its
European counterpart.

The spread reached its peak
in 2011, when the WTI price of
$86.80 was nearly $28 below
that of Brent.

The boost to the East Coast
refinery business rescued
plants in a part of the country
where refineries had been
shutting down because they
were losing money. Some buy-
ers bet they could pick up
these refiners cheaply and
turn them around.

The price gap
between U.S. and
Brent crude has
slipped to $1.65, on
average, this year.

The best-equipped reader survives.
Visit wsj.com/Markets
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¥ TakedaPharm 4502 4653.00 1.26 -23.28
HK$ TencentHoldings 0700 193.20 0.31 26.52
¥ TokioMarineHldg 8766 4669.00 2.17 -0.91
¥ ToyotaMtr 7203 6064.00 0.43 -19.02
AU$ Wesfarmers WES 40.50 -1.60 -2.67
AU$ WestpacBanking WBC 30.96 0.19 -7.75
AU$ Woolworths WOW 23.36 0.47 -4.65

Stoxx50
CHF ABB ABBN 21.12 ... 17.59
€ ASMLHolding ASML 92.85 0.43 12.48
€ AXA CS 22.56 -0.66 -10.58
€ AirLiquide AI 93.97 -1.60 -9.34
€ Allianz ALV 152.80 0.33 -6.57
€ AnheuserBuschInBev ABI 95.65 -1.58 -16.39
£ AstraZeneca AZN 4361.50 -0.09 -5.52
€ BASF BAS 81.57 ... 15.34
€ BNPParibas BNP 55.49 -0.31 6.24
£ BTGroup BT.A 363.70 1.69 -22.90
€ BancoBilVizAr BBVA 6.00 1.16 -9.18
€ BancoSantander SAN 4.37 1.11 -3.19
£ Barclays BARC 211.90 -0.19 -3.20
€ Bayer BAYN 94.78 0.82 -18.15
£ BP BP. 444.80 2.62 25.65
£ BritishAmTob BATS 4300.50 0.46 14.04
€ Daimler DAI 65.15 0.42 -16.02
€ DeutscheTelekom DTE 14.38 0.52 -12.95
£ Diageo DGE 1987.50 0.89 7.06
€ ENI ENI 12.50 1.96 -9.42
£ GlaxoSmithKline GSK 1534.50 -0.20 11.76
£ HSBCHldgs HSBA 638.30 0.55 19.04
€ INGGroep INGA 13.12 -0.23 29.32
£ ImperialBrands IMB 3498.50 2.21 -2.45
€ IntesaSanpaolo ISP 2.15 -2.27 -30.25
€ LVMHMoetHennessy MC 165.80 1.91 14.42
£ LloydsBankingGroup LLOY 61.40 1.37 -15.97
€ LOreal OR 157.90 0.57 1.67
£ NationalGrid NG. 930.40 0.37 -0.76
CHF Nestle NESN 68.65 1.10 -7.91
CHF Novartis NOVN 71.70 -0.62 -17.40
DKK NovoNordiskB NOVO-B 231.60 1.27 -42.09
£ Prudential PRU 1523.00 0.86 -0.52
£ ReckittBenckiser RB. 6914.00 1.75 10.08
£ RioTinto RIO 3004.00 -4.50 51.76
CHF RocheHldgctf ROG 232.60 -0.39 -15.85

£ RoyDtchShell A RDSA 1989.50 3.19 30.37
€ SAP SAP 75.97 0.17 3.53
€ Sanofi SAN 77.36 0.23 -1.58
€ SchneiderElectric SU 63.82 -0.09 21.42
€ Siemens SIE 108.55 -0.46 20.77
CHF Syngenta SYNN 382.50 2.00 -2.50
€ Telefonica TEF 8.04 0.20 -21.49
€ Total FP 43.52 3.21 8.65
CHF UBSGroup UBSG 16.17 -0.68 -17.16
€ Unilever UNA 36.80 1.14 -8.23
£ Unilever ULVR 3174.50 1.37 8.47
€ Vinci DG 60.85 1.37 2.89
£ VodafoneGroup VOD 202.40 -1.08 -8.42
CHF ZurichInsurance ZURN 261.60 -0.38 1.24

DJIA
$ AmericanExpress AXP 72.47 0.07 4.20
$ Apple AAPL 107.15 1.36 1.80
$ Boeing BA 148.23 -1.17 2.52
$ Caterpillar CAT 94.44 0.29 38.96
$ Chevron CVX 108.97 2.23 21.13
$ CiscoSystems CSCO 31.70 1.05 16.74
$ Coca-Cola KO 41.44 0.66 -3.54
$ Disney DIS 97.70 -0.22 -7.02
$ DuPont DD 68.63 -0.64 3.05
$ ExxonMobil XOM 86.79 1.77 11.34
$ GeneralElec GE 30.75 0.79 -1.28
$ GoldmanSachs GS 211.15 0.94 17.16
$ HomeDepot HD 124.40 -2.56 -5.94
$ Intel INTC 34.91 1.25 1.34
$ IBM IBM 158.67 0.29 15.30
$ JPMorganChase JPM 79.37 -0.18 20.20
$ J&J JNJ 116.32 -0.24 13.24
$ McDonalds MCD 118.32 0.39 0.15
$ Merck MRK 63.65 0.19 20.50
$ Microsoft MSFT 58.87 1.97 6.11
$ Nike NKE 50.16 -0.10 -19.74
$ Pfizer PFE 32.23 -0.46 -0.15
$ Procter&Gamble PG 83.61 0.73 5.29
$ 3M MMM 174.20 0.75 15.64
$ Travelers TRV 111.84 -0.30 -0.90
$ UnitedTech UTX 107.68 -0.17 12.08
$ UnitedHealth UNH 152.22 -0.04 29.39
$ Visa V 78.50 0.15 1.23
$ Verizon VZ 47.37 2.58 2.49
$ Wal-Mart WMT 71.41 1.31 16.49

Nikkei 225 Index
17668.15 t4.47, or 0.03%
High, low, open and close for each
trading day of the past three months.

Year-to-date
52-wk high/low
All-time high
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STOXX 600 Index
339.16 s0.93, or 0.27%
High, low, open and close for each
trading day of the past three months.
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US$vs,
Tue YTDchg

Country/currency inUS$ perUS$ (%)

Americas
Argentina peso-a 0.0646 15.4840 19.7
Brazil real 0.2909 3.4377 –13.2
Canada dollar 0.7428 1.3463 –2.7
Chile peso 0.001500 666.70 –5.9
Colombia peso 0.0003211 3114.50 –1.9
EcuadorUSdollar-f 1 1 unch
Mexico peso-a 0.0493 20.3025 18.0
Peru sol 0.2924 3.4195 0.1
Uruguay peso-e 0.0356 28.060 –6.2
Venezuela bolivar 0.100100 9.99 58.4

Asia-Pacific
Australia dollar 0.7544 1.3256 –3.4
China yuan 0.1458 6.8595 5.6

Global government bonds
Latest,month-ago and year-ago yields and spreads over or underU.S. Treasurys on benchmark two-year
and 10-year government bonds around theworld. Data as of 3 p.m. ET

Country/ SpreadOver Treasurys, in basis points Yield
Coupon Maturity, in years Yield Latest Previous MonthAgo Year ago Previous Month ago Year ago

3.250 Australia 2 1.779 77.0 75.1 90.5 121.6 1.764 1.748 2.063
4.750 10 2.672 44.8 40.3 46.9 69.6 2.667 2.271 2.963
1.250 Belgium 2 -0.589 -159.7 -161.0 -148.5 -114.8 -0.598 -0.642 -0.301
1.000 10 0.661 -156.2 -152.5 -151.9 -142.3 0.738 0.282 0.845
1.000 France 2 -0.574 -158.3 -160.0 -145.2 -113.7 -0.588 -0.609 -0.290
0.250 10 0.733 -149.1 -144.7 -146.6 -139.0 0.816 0.336 0.878
0.000 Germany 2 -0.619 -162.8 -162.8 -150.2 -121.3 -0.616 -0.659 -0.366
0.000 10 0.311 -191.3 -194.5 -174.3 -170.4 0.318 0.059 0.563
0.250 Italy 2 0.057 -95.2 -90.4 -92.1 -76.2 0.109 -0.078 0.085
1.250 10 1.969 -25.4 -18.1 -42.0 -79.9 2.082 1.382 1.469
0.100 Japan 2 -0.188 -119.7 -122.6 -111.0 -85.0 -0.214 -0.267 -0.003
0.100 10 0.001 -222.3 -227.7 -185.5 -196.1 -0.014 -0.054 0.306
4.000 Netherlands 2 -0.631 -164.0 -163.6 -147.5 -120.1 -0.624 -0.632 -0.354
0.500 10 0.456 -176.8 -174.9 -163.9 -154.3 0.514 0.162 0.725
4.450 Portugal 2 0.365 -64.4 -62.6 -56.9 -62.6 0.387 0.274 0.221
2.875 10 3.482 125.8 127.2 148.9 48.3 3.536 3.290 2.750
0.250 Spain 2 -0.130 -113.9 -113.7 -105.2 -82.0 -0.125 -0.209 0.027
1.300 10 1.456 -76.7 -73.1 -75.4 -46.1 1.532 1.047 1.807
4.250 Sweden 2 -0.691 -170.0 -168.2 -151.2 -126.6 -0.670 -0.669 -0.419
1.000 10 0.494 -172.9 -172.2 -151.7 -139.2 0.541 0.285 0.876
1.250 U.K. 2 0.202 -80.7 -81.8 -62.8 -15.8 0.194 0.215 0.689
2.000 10 1.261 -96.3 -97.0 -79.9 -28.3 1.293 1.002 1.985
0.750 U.S. 2 1.009 ... ... ... ... 1.013 0.843 0.847
2.000 10 2.223 ... ... ... ... 2.263 1.801 2.268

Cross rates London close onNov 15

USD GBP CHF JPY HKD EUR CDN AUD
Australia 1.3256 1.6462 1.3231 0.0122 0.1709 1.4216 0.9847 ...
Canada 1.3463 1.6719 1.3435 0.0124 0.1735 1.4437 ... 1.0156
Euro 0.9324 1.1581 0.9305 0.0086 0.1202 ... 0.6926 0.7034
HongKong 7.7579 9.6352 7.7431 0.0712 ... 8.3207 5.7626 5.8525
Japan 108.9390 135.2800 108.7300 ... 14.0420 116.8400 80.9300 82.1800
Switzerland 1.0020 1.2442 ... 0.0092 0.1291 1.0747 0.7443 0.7559
U.K. 0.8052 ... 0.8037 0.0074 0.1038 0.8637 0.5981 0.6074
U.S. ... 1.2419 0.9980 0.0092 0.1289 1.0726 0.7428 0.7544

Source: Tullett Prebon

US$vs,
Tue YTDchg

Country/currency inUS$ perUS$ (%)

HongKong dollar 0.1289 7.7579 0.1
India rupee 0.0147 67.8285 2.4
Indonesia rupiah 0.0000750 13329 –3.7
Japan yen 0.009179 108.94 –9.4
Kazakhstan tenge 0.002907 343.97 1.5
Macau pataca 0.1251 7.9917 –0.2
Malaysia ringgit-c 0.2308 4.3330 0.7
NewZealand dollar 0.7090 1.4104 –3.6
Pakistan rupee 0.0095 104.800 –0.1
Philippines peso 0.0203 49.192 5.0
Singapore dollar 0.7064 1.4156 –0.2
SouthKoreawon 0.0008534 1171.73 –0.4
Sri Lanka rupee 0.0067499 148.15 2.7
Taiwan dollar 0.03143 31.813 –3.4
Thailand baht 0.02821 35.450 –1.6

US$vs,
Tue YTDchg

Country/currency inUS$ perUS$ (%)

Europe
Bulgaria lev 0.5486 1.8227 1.2
Croatia kuna 0.1427 7.007 –0.05
Euro zone euro 1.0726 0.9324 1.3
CzechRep. koruna-b 0.0397 25.217 1.3
Denmark krone 0.1441 6.9413 1.0
Hungary forint 0.003462 288.89 –0.5
Iceland krona 0.008891 112.47 –13.6
Norway krone 0.1186 8.4330 –4.6
Poland zloty 0.2423 4.1279 5.2
Russia ruble-d 0.01550 64.525 –10.3
Sweden krona 0.1089 9.1863 8.8
Switzerland franc 0.9980 1.0020 unch
Turkey lira 0.3041 3.2885 12.7
Ukraine hryvnia 0.0386 25.8910 7.9
U.K. pound 1.2419 0.8052 18.7

Middle East/Africa
Bahrain dinar 2.6526 0.3770 –0.03
Egypt pound-a 0.0640 15.6260 99.6
Israel shekel 0.2603 3.8424 –1.3
Kuwait dinar 3.2820 0.3047 0.4
Oman sul rial 2.5974 0.3850 0.01
Qatar rial 0.2746 3.642 –0.01
SaudiArabia riyal 0.2666 3.7503 –0.1
SouthAfrica rand 0.0704 14.1966 –8.3

Close Net Chg %Chg YTD%Chg

WSJDollar Index 90.44 0.04 0.05 0.29
Sources: Tullett Prebon,WSJMarketDataGroup

Stoxx 50
Last: 2825.34 s 4.89, or 0.17% 8.9%tYTD
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Dow Jones Industrial Average P/E: 21
Last: 18923.06 s 54.37, or 0.29% 8.6%sYTD

Note: Price-to-earnings ratios are for trailing 12 months
Sources: WSJ Market Data Group; Birinyi Associates
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KeyRates
Latest 52wks ago

Libor
Onemonth 0.55011% 0.20250%
Threemonth 0.90622 0.36710
Sixmonth 1.27211 0.60175
One year 1.60456 0.93085

Euro Libor
Onemonth -0.37957% -0.15214%
Threemonth -0.33143 -0.09786
Sixmonth -0.21371 -0.02571
One year -0.07900 0.07000

Euribor
Onemonth -0.37100% -0.14400%
Threemonth -0.31200 -0.09100
Sixmonth -0.21100 -0.01500
One year -0.07100 0.07600

YenLibor
Onemonth -0.04814% 0.04143%
Threemonth -0.06186 0.07357
Sixmonth 0.00457 0.12071
One year 0.10657 0.22471

Offer Bid

Eurodollars
Onemonth 0.6000% 0.5000%
Threemonth 0.9000 0.8000
Sixmonth 1.2000 1.1000
One year 1.5000 1.4000

Latest 52wks ago

Prime rates
U.S. 3.50% 3.25%
Canada 2.70 2.70
Japan 1.475 1.475
HongKong 5.00 5.00

Policy rates
ECB 0.00% 0.05%
Britain 0.25 0.50
Switzerland 0.50 0.50
Australia 1.50 2.00
U.S. discount 1.00 0.75
Fed-funds target 0.25 0.00
Callmoney 2.25 2.00

Overnight repurchase rates
U.S. 0.42% 0.12%
Euro zone n.a. n.a.

Sources:WSJMarketDataGroup, SIX
Financial Information, Tullett

International Stock Indexes Data as of 4 p.m. NewYork time

Latest 52-WeekRange YTD
Region/Country Index Close NetChg % chg Low Close High % chg

World TheGlobalDow 2445.74 9.81 0.40 2033.03 • 2489.23 4.7
MSCIEAFE 1630.77 3.38 0.21 1471.88 • 1956.39 –5.0
MSCIEMUSD 842.43 3.47 0.41 691.21 • 1044.05 6.1

Americas DJAmericas 525.65 4.23 0.81 433.38 • 529.32 7.9
Brazil SaoPauloBovespa 59657.46 … Closed 37046.07 • 65291.06 37.6
Canada S&P/TSXComp 14756.02 157.57 1.08 11531.22 • 14963.60 13.4
Mexico IPCAll-Share 45048.49 –257.99 –0.57 39924.09 • 48956.06 4.8
Chile Santiago IPSA 3232.92 37.87 1.19 2730.24 • 3367.62 9.8

U.S. DJIA 18923.06 54.37 0.29 15450.56 • 18934.05 8.6
NasdaqComposite 5275.62 57.23 1.10 4209.76 • 5342.88 5.4
S&P500 2180.39 16.19 0.75 1810.10 • 2193.81 6.7
CBOEVolatility 13.51 –0.97 –6.70 11.02 • 32.09 –25.8

EMEA StoxxEurope600 339.16 0.93 0.27 303.58 • 385.43 –7.3
StoxxEurope50 2825.34 4.89 0.17 2556.96 • 3305.96 –8.9

Austria ATX 2512.88 20.10 0.81 1929.73 • 2526.10 4.8
Belgium Bel-20 3486.33 –8.68 –0.25 3117.61 • 3773.73 –5.8
France CAC40 4536.53 27.98 0.62 3892.46 • 4975.71 –2.2
Germany DAX 10735.14 41.45 0.39 8699.29 • 11430.87 –0.1
Greece ATG 578.17 –1.71 –0.29 420.82 • 672.84 –8.4
Hungary BUX 30133.01 10.13 0.03 22443.81 • 30908.38 26.0
Israel TelAviv 1431.70 1.98 0.14 1372.23 • 1585.28 –6.3
Italy FTSEMIB 16682.37 –3.96 –0.02 15017.42 • 22844.38 –22.1
Netherlands AEX 450.54 3.78 0.85 378.53 • 474.87 2.0
Poland WIG 47579.82 39.97 0.08 41747.01 • 49533.78 2.4
Russia RTS Index 980.47 20.15 2.10 607.14 • 1021.97 29.5
Spain IBEX35 8687.10 28.90 0.33 7579.80 • 10476.60 –9.0
Sweden SXAll Share 511.35 6.91 1.37 432.78 • 530.82 1.2
Switzerland SwissMarket 7909.20 12.35 0.16 7425.05 • 9080.56 –10.3
SouthAfrica JohannesburgAll Share 49430.21 –301.68 –0.61 45975.78 • 54704.22 –2.5
Turkey BIST 100 75150.56 731.46 0.98 68230.47 • 86931.34 4.8
U.K. FTSE 100 6792.74 39.56 0.59 5499.51 • 7129.83 8.8

Asia-Pacific DJAsia-Pacific TSM 1412.66 –3.86 –0.27 1188.42 • 1499.93 1.6
Australia S&P/ASX200 5326.20 –19.50 –0.36 4765.30 • 5587.40 0.6
China Shanghai Composite 3206.99 –3.39 –0.11 2655.66 • 3651.77 –9.4
HongKong HangSeng 22323.91 101.69 0.46 18319.58 • 24099.70 1.9
India S&PBSESensex 26304.63 –514.19 –1.92 22951.83 • 29045.28 0.7
Japan Nikkei StockAvg 17668.15 –4.47 –0.03 14952.02 • 20012.40 –7.2
Singapore Straits Times 2797.55 10.28 0.37 2532.70 • 2960.78 –3.0
SouthKorea Kospi 1967.53 –6.87 –0.35 1835.28 • 2068.72 0.3
Taiwan Weighted 8931.03 –9.37 –0.10 7664.01 • 9385.65 7.1

Source: SIX Financial Information;WSJMarketDataGroup

Currencies London close onNov. 15
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Asia Titans
HK$ AIAGroup 1299 47.20 -1.26 1.29
¥ AstellasPharma 4503 1590.00 2.22 -8.17
AU$ AustNZBk ANZ 27.76 -0.47 -0.61
AU$ BHP BHP 24.55 -1.17 37.46
HK$ BankofChina 3988 3.39 0.30 -2.02
HK$ CKHutchison 0001 93.60 0.27 -10.34
HK$ CNOOC 0883 9.56 0.53 18.46
AU$ CSL CSL 101.45 -2.38 -3.67
¥ Canon 7751 3045.00 0.53 -17.14
¥ CentralJapanRwy 9022 17180 -2.55 -20.46
HK$ ChinaConstructnBk 0939 5.53 1.28 4.14
HK$ ChinaLifeInsurance 2628 19.80 2.06 -21.12
HK$ ChinaMobile 0941 84.80 0.95 -3.09
HK$ ChinaPetro&Chem 0386 5.34 0.19 13.86
AU$ CmwlthBkAust CBA 76.43 0.33 -10.64
¥ EastJapanRailway 9020 9314.00 -0.86 -18.66
¥ Fanuc 6954 19640 -0.66 -6.83
¥ Hitachi 6501 586.40 -0.32 -15.20
TW$ HonHai Precisn 2317 79.00 ... 95.54
¥ HondaMotor 7267 3098.00 0.32 -20.77
KRW HyundaiMtr 005380 130500 -1.14 -12.42
HK$ Ind&Comml 1398 4.50 -0.22 -3.85
¥ JapanTobacco 2914 3736.00 0.97 -16.44
¥ KDDI 9433 2788.50 -0.21 -11.59
¥ Mitsubishi 8058 2485.50 -0.40 22.56
¥ MitsubishiElectric 6503 1513.00 -0.39 17.97
¥ MitsubishiUFJFin 8306 643.00 4.21 -15.07
¥ Mitsui 8031 1530.00 0.59 5.85
¥ MizuhoFin 8411 187.30 1.30 -23.08
¥ NTTDoCoMo 9437 2396.00 0.25 -3.54
AU$ NatAustBnk NAB 28.13 0.11 -6.85
¥ NipponTeleg 9432 4256.00 0.85 -11.99
¥ NissanMotor 7201 1000.00 0.47 -21.84
¥ Panasonic 6752 1022.50 -0.05 -17.57
HK$ PingAnInsofChina 2318 40.75 1.24 -5.01
$ RelianceIndsGDR RIGD 29.05 -0.51 -5.07
KRW SamsungElectronics 005930 1539000 -0.90 22.14
¥ Seven&IHldgs 3382 4360.00 1.61 -21.44
¥ SoftBankGroup 9984 6552.00 -0.35 6.73
¥ Sony 6758 3203.00 -1.78 6.70
¥ SumitomoMitsui 8316 3981.00 3.81 -13.57
HK$ SunHngKaiPrp 0016 100.20 0.45 6.88
TW$ TaiwanSemiMfg 2330 180.00 -0.28 25.87

% YTD%
Cur Stock Sym Last Chg Chg

Top Stock Listings 4 p.m. New York time

S&P 500 Index
2180.39 s16.19, or 0.75%
High, low, open and close for each
trading day of the past three months.
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MARKETS DIGEST

Commodities Prices of futures contractswith themost open interest
EXCHANGELEGEND: CBOT:ChicagoBoard of Trade;CME:ChicagoMercantile Exchange; ICE-US: ICE FuturesU.S.;MDEX:BursaMalaysia
DerivativesBerhad;TCE: TokyoCommodity Exchange; COMEX:Commodity Exchange; LME: LondonMetal Exchange;
NYMEX:NewYorkMercantile Exchange; ICE-EU: ICE Futures Europe. *Data as of 11/14/2016

One-DayChange Year Year
Commodity Exchange Last price Net Percentage high low

Corn (cents/bu.) CBOT 349.25 4.00 1.16% 453.25 325.00
Soybeans (cents/bu.) CBOT 991.75 7.50 0.76 1,182.00 873.75
Wheat (cents/bu.) CBOT 419.00 6.50 1.58 569.00 409.00
Live cattle (cents/lb.) CME 106.600 0.075 0.07 124.400 97.800
Cocoa ($/ton) ICE-US 2,393 -25 -1.03% 3,186 2,385
Coffee (cents/lb.) ICE-US 164.85 -0.60 -0.36 179.55 121.80
Sugar (cents/lb.) ICE-US 21.12 -0.51 -2.36 24.10 13.48
Cotton (cents/lb.) ICE-US 70.36 1.05 1.51 78.00 55.79
Robusta coffee ($/ton) ICE-EU 2141.00 42.00 2.00 2,199.00 1,451.00

Copper ($/lb.) COMEX 2.5055 -0.0155 -0.61 2.7345 1.9710
Gold ($/troy oz.) COMEX 1225.40 3.70 0.30 1,384.40 1,066.00
Silver ($/troy oz.) COMEX 17.035 0.142 0.84 21.250 13.865
Aluminum ($/mt)* LME 1,754.50 -24.50 -1.38 1,779.00 1,451.50
Tin ($/mt)* LME 21,275.00 -285.00 -1.32 21,750.00 13,225.00
Copper ($/mt)* LME 5,628.00 -282.00 -4.77 5,910.00 4,320.50
Lead ($/mt)* LME 2,158.00 -5.50 -0.25 2,170.00 1,598.00
Zinc ($/mt)* LME 2,556.00 13.00 0.51 2,556.00 1,467.00
Nickel ($/mt)* LME 11,200.00 -570.00 -4.84 11,770.00 7,750.00
Rubber (Y.01/ton) TCE 200.30 2.60 1.32 n.a. n.a.

Palmoil (MYR/mt) MDEX 2824.00 -28.00 -0.98 3,089.00 2,189.00
Crude oil ($/bbl.) NYMEX 46.50 2.56 5.83 53.72 34.55
NYHarborULSD ($/gal.) NYMEX 1.4633 0.0627 4.48 1.6573 1.0674
RBOBgasoline ($/gal.) NYMEX 1.3392 0.0553 4.31 1.5374 0.9920
Natural gas ($/mmBtu) NYMEX 2.889 -0.048 -1.63 3.6750 2.5000
Brent crude ($/bbl.) ICE-EU 47.06 2.63 5.92 54.32 33.85
Gasoil ($/ton) ICE-EU 428.00 22.75 5.61 484.50 313.25

Sources: SIX Financial Information; WSJ Market Data Group

3:30 p.m. New York time
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The business model behind
the co-working craze is falling
out of favor.

Until now, fast-growing co-
working providers such as We-
Work Cos. have generally stuck
to a buy-low, sell-high financial
model.

In short: They sign long-term
leases for office space they then
refurbish, divide into incubator-
like smaller spaces and rent out
at high rates a month at a time.

This practice carries much
risk given its high fixed costs:
rent to landlords. But it also can
create hefty profit margins dur-
ing good times. That promise
has propelled WeWork to a
nearly $17 billion valuation.

Now hundreds of millions of
dollars in investment is flowing
into WeWork competitors pur-
suing models more akin to hotel
chains, where landlords pay co-
working operators a fee and
keep most of the profits. That
moves the risk away from the
startup co-working companies
and back toward landlords.

The traditional approach “is
just a fundamentally high-risk
model,” said Duncan Logan,
chief executive of RocketSpace.

Five-year-old RocketSpace is
focused on co-working for tech
firms, with a home base in San

being negotiated right now, said
John Arenas, the company’s
founder and a veteran of ser-
viced office space giant Regus
PLC, an early pioneer in the
lease-arbitrage model.

Many of the franchisees to
sign up thus far come from a
different corner of the real-es-
tate world: the hotel sector,
where franchising is common-
place.

“There were so many com-
monalities,” said Scott Somer-
ville, a hotel developer and op-
erator who is president of
Renascent Hospitality. He has
signed on to set up four or five
Serendipity locations in the Co-
lumbus, Ohio, area. “It’s a hotel
without the guest rooms.”

Another co-working com-
pany vying to be a more but-

toned-up alternative to We-
Work, Industrious, sees
operating deals as a big part of
its future. Jamie Hodari, the
company’s co-founder, said In-
dustrious expects to have 31 lo-
cations by the end of 2017, a

third to half of which are under
operating agreements and the
rest traditional long-term
leases. “The era when the en-
gine of the industry was buy by
the pound, sell by the ounce,”
he said, “that’s gone away.”

Five-year-old RocketSpace, based in San Francisco, focuses on co-working for technology firms.
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Francisco and another on the
way in London. In August, it an-
nounced $336 million in invest-
ment from Chinese financial gi-
ant HNA Group, an infusion that
will help it expand to at least 12
locations in the next one to two
years, Mr. Logan said.

Generally, the company in-
tends to be an operator of the
spaces that would take a fee,
with landlords responsible for
much of the cost of building out
the space and collecting much
of the upside as rents go up.

Mr. Logan acknowledged the
large margins of the arbitrage
model make the operating
model “not as attractive” by
comparison in the short term.

“But if you’re doing the math
over two cycles,” he said, “it’s a
far better return, because you
don’t go bust.”

The appeal of the arbitrage
model is its potential for profit.
But WeWork has existed only
during an expanding economy,
leaving many to worry how it
would handle a recession, when
demand for space decreases but
costs remain the same.

WeWork has said its mar-
gins are generally more than
40%, not including buildup ex-
penses, and are large enough
to withstand a downturn. It is
pursuing operating agreements
here and there, most notably

in India, and it has some
profit-sharing agreements in
the U.S. with landlords.

Still, it would be difficult for
WeWork to pivot much away
from arbitrage given that the
company’s weighty valuation
in large part depends on its
current model, with its plump
margins.

The operating model also
faces some headwinds. It may
be harder for landlords to se-
cure a mortgage, for instance,
because banks prefer to make
loans for buildings that have
tenants with long-term leases.

Another co-working
startup, Serendipity Labs,
thinks franchises are the key
to fast growth. Under its
model, franchisees pay a fee to
be part of the Serendipity
family, then build locations in
the mold espoused by the
company—not unlike a fran-
chised McDonald’s restaurant.

The franchisees, who can
lease space themselves or use
buildings they own, pay for
much of the cost of construc-
tion, allowing Serendipity the
ability to grow quickly without
raising hundreds of millions of
dollars itself.

In all, franchisees and their
investment partners have com-
mitted to putting in about $100
million based on deals struck or

BY ELIOT BROWN

WeWork Rivals Challenge
Popular ‘Co-Working’ Model

year by CrediFi, a real-estate
data and analysis firm.

But there are other prob-
lems flaring up as well. Regu-
lators earlier this year warned
that vacancy has been growing
in the rental apartment mar-
ket, and that higher interest
rates in the next two years
could damp price growth
there.

“They’re flashing a yellow
light over the market,” said
Ely Razin, CEO of CrediFi.

project in the Wharf, a 24-acre
multiuse project on the Poto-
mac River being developed by
Hoffman and Madison Mar-
quette, opened last summer.
Next year, the first phase of
the project, which includes 1.9
million square feet of condos,
office, hotels and retail, is set
to open.

Related will open a new
rental property early next
year. The 13-story, 383-unit
building, the result of a 2013
joint venture with the Ruben
Cos., is the developer’s first

foray into D.C.
“The neighborhood had

been developing in fits and
starts but by 2013 we saw that
there was a framework,” said
Andrew Dance, a senior vice
president at Related. “There
were the beginnings of a com-
munity.”

The activity comes amid a
five-year slump for Washing-
ton office properties since
government cost cutting
kicked into high gear. Big New
York landlord Vornado Realty
Trust last month agreed to

spin off its Washington assets
to local developer JBG Cos. in
order to focus more attention
on the healthier New York
market. Its D.C. properties
were just 81% full, compared
with 96% in New York.

Some observers are con-
cerned that demand for luxury
rentals in the neighborhood
could begin to wane. Clothing
retailers are skittish about
plunging in, said Jason Bon-
net, vice president of develop-
ment at developer Forest City
Washington.

Others worry there could be
too much product coming on
line at once, especially if there
is a recession. Even though
the area is becoming more
populated, it still isn’t an in-
grained favorite.

“People aren’t banging
down the door to live there
like they are in Georgetown,”
said Shana White, a leasing
agent at Nomadic Real Estate.
“But you do get a little more
space for your money.”

The average rent for stu-
dios and one- and two-bed-

room apartments in Navy
Yard/Capitol South is $2,173 a
month, according to real-es-
tate research firm Axiomet-
rics. It is higher than the city’s
average but lower than popu-
lar spots like Foggy Bottom
and Logan Circle, where the
average rents are $2,650 and
$2,615, respectively.

Forest City sparked the re-
vitalization in 2004 when it
entered a partnership with the
U.S. General Services Adminis-
tration to develop a former
Navy Yard annex—a venture
the city joined in 2007.

About 20% of the six mil-
lion-square-foot project with
apartments, office space and
retail have been completed,
with the rest expected by
2030.

The area got a boost when
the baseball park opened in
2008, but the recession made
it nearly impossible to find fi-
nancing for apartment con-
struction, Mr. Bonnet said.

The first building was com-
pleted in 2011, another fol-
lowed in 2014 and a third
opened earlier this year. Two
buildings with a mix of retail
and office space also are up
and running.

Related is betting on con-
tinued demand for luxury
properties in the neighbor-
hood. Its rents start at $3,500
for a two bedroom and $2,500
for a one bedroom, slightly
higher than average for luxury
rentals, according to Mr.
Dance. He said tenants will
pay more for a brand-new
building with a doorman, roof-
top pool and Equinox gym.

—Eliot Brown contributed
to this article.

The office market in Wash-
ington is mired in a nasty
slump—but apartments are
showing no sign of cooling.

The section known as Navy
Yard/Capitol South, once one
of the city’s grittiest, is under-
going a massive transforma-
tion as big developers pile in.

The 500-acre neighborhood
is the fifth-busiest submarket
in the U.S. for apartment con-
struction, according to Real-
Page Inc., a maker of prop-
erty-management software.
The onetime industrial area
has added 2,335 residential
units since 2012 and 3,727
more are being built by some
of the nation’s largest devel-
opers, including the Related
Cos., Forest City Realty Trust
and Toll Brothers Inc.

“It really has seen tremen-
dous transformation,” said Jay
Parsons, vice president at
MPF, RealPage’s research divi-
sion.

Luxury apartments, restau-
rants and bars dot the area
around the Nationals Park
baseball stadium, directly
south of the Capitol between
the Anacostia and Potomac
Rivers.

Construction is expected to
begin soon on a new soccer
stadium and two apartment
projects with a combined 869
rentals and condos.

The first condominium

BY THERESA AGOVINO

WashingtonNavyYardDrawsDevelopers
Construction booms
in neighborhood south
of the Capitol while
office market stalls

Once one of the city’s grittiest areas, Navy Yard/Capitol South is undergoing a major transformation, including One Hill South.
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cerns for the commercial-
property market as it enters
its eighth year of expansion.

Already, landlords are bat-
tling a slowdown in sales and
rising vacancy rates of multi-
family housing units across
the U.S. and of office space in
Houston, Washington and
other big markets. Commercial
property sales volume was

down 8.6% in the first nine
months of 2016 to $345.4 bil-
lion, according to Real Capital
Analytics.

Now defaults are on the
rise as well. More than 5.6% of
some $390 billion worth of
commercial-property mort-
gages that have been packaged
into securities was more than

60 days late in payment in
September, according to
Moody’s Investors Service.
That was up from a 4.6% de-
linquency rate earlier this
year.

The culprit: loose lending
before the financial crisis.
Ten-year loans issued in 2006
and 2007 are coming due now,
and many borrowers aren’t
able to pay them off despite
rising property values.

In all, Morningstar Credit
Ratings LLC predicts borrow-
ers won’t be able to pay off
roughly 40% of the commer-
cial-mortgage-backed securi-
ties loans coming due next
year. Suburban office proper-
ties and shopping centers are
being hit particularly hard,
said Edward Dittmer, a Morn-
ingstar vice president.

“We’re seeing a lot of
stress,” Mr. Dittmer said.

Consider the Skyline office
complex in Fairfax, Va. Vor-
nado Realty Trust financed
the property in 2007 with a
$678 million mortgage that
was converted into bonds.

Vornado was forced to re-
structure the loan in 2012 af-

ter the portfolio ran into trou-
ble. Earlier this year, Vornado
for a second time notified the
loan servicer that “cash flow
will be insufficient to service
the debt,” according to a regu-
latory filing. A Vornado
spokesman declined to com-
ment.

Similarly, a venture includ-
ing New York investor Jacob
Chetrit that owns a 1.2 mil-
lion-square-foot office prop-
erty on Seventh Avenue in
Manhattan is negotiating an
extension of a $136.9 million
loan made in 2006. The space
is about 15% vacant.

Victor Gerstein, a lawyer
working for the venture,
stressed that it is current in
its monthly debt service and
that there hasn’t been a de-
fault. The owners are moving
to increase the building’s oc-
cupancy and “will be very well
positioned to get a very at-
tractive loan in the near fu-
ture,” Mr. Gerstein said.

Adding to the market’s wor-
ries are new rules that go into
effect on Christmas Eve under
the Dodd-Frank regulatory
overhaul requiring issuers of

c omme rc i a l -mo r t ga ge -
backed securities to keep at
least 5% of the securities they
create.

The so-called risk-retention
rules likely will make borrow-
ing more costly and compli-
cated, raising the chances that
some property owners won’t
be able to refinance loans
from the boom years.

“You couldn’t have planned
worse timing,” said Tad
Philipp, director of commercial
real-estate research at
Moody’s.

Mr. Trump promised during
his campaign to repeal Dodd-
Frank, but analysts said that
could take a long time and
that certain provisions might
remain on the books, including
risk retention.

To be sure, banks, insur-
ance companies and other fi-
nance firms have picked up
some of the slack from the
shrinking commercial-mort-
gage-securities business. More
than half of the bonds issued
in 2005 and 2006 for New
York properties were refi-
nanced by such lenders, ac-
cording to a report earlier this

Defaults are rising in a key
corner of the commercial-real-
estate debt market just as bor-
rowing costs are set to jump,
raising the likelihood of a
slowdown of the $11 trillion
U.S. commercial-property sec-
tor in 2017.

A financial-crisis-era regu-
lation is about to take effect
that is expected to make some
commercial-real-estate bor-
rowing more expensive and
complicated, analysts said.

At the same time, interest
rates have increased since the
election of Donald Trump as
the nation’s 45th president
last week and seem poised for
a sustained rise from recent
historic lows, which would
further squeeze an industry
built on borrowed money.

“I can paint a picture that it
could be disastrous, with run-
away inflation and high inter-
est rates,” Charlie Bendit, co-
chief executive of Taconic
Investment Partners LLC,
said at a New York industry
luncheon last week.

The worries raise fresh con-

BY PETER GRANT

Trouble Brewing in Commercial Real Estate Wall of Maturities
Volume of commercial
mortgage-backed securities
loans slated to mature

THEWALL STREET JOURNAL.
Source: Trepp
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Many borrowers
aren’t able to pay off
loans coming due
despite rising
property values.

New Zealand Farm Development/
Lifestyle. Magnificent lakeside
property in central North Island.

For further information visit:
www.kaiapobay.com
colincarran@xtra.co.nz
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of real gross domestic product
in the third quarter, their
highest level in at least 50
years.

The latter, though, also may
be because of the slow-growth
economy.

The current recovery, with
real gross domestic product
growth on an annual basis av-
eraging around 2.2% since the
recession’s end, is the most
anemic recovery of the post-
World War II period.

Banks have said the pace of
loan growth reflects that eco-
nomic environment and the
fact consumers and businesses
emerged from the financial
crisis needing to repair their
balance sheets and reduce
borrowings. “People are being
a lot more conservative than
they have been in the past,”
Comerica Inc. Chief Executive
Ralph Babb Jr. told analysts in
October.

On Dodd-Frank, many banks
have had a mixed view, saying
it has made the financial sys-
tem safer overall although
specific parts have hampered
growth.

Smaller banks, in particu-
lar, have complained the law
has imposed onerous costs to
meet new compliance require-
ments while also limiting the
kinds of products they can of-
fer customers.

More stringent capital re-
quirements and other legisla-
tion also have an effect. “We
could lend more money if the
capital levels were different,”
Bank of America Corp. Chief
Executive Brian Moynihan said

earlier this year at a Wall
Street Journal CFO Network
conference. He added that an-
nual “stress tests,” which were
called for in Dodd-Frank, are a
drag, as well. “It will make you
very safe,” he said of the tests.
“The question is whether it re-
stricts lending.”

Banks and analysts ac-
knowledge that it often is
more difficult for smaller busi-
nesses or consumers without
the best credit to get loans, or
secure them at favorable pric-
ing.

Loans to small businesses,
for example, have lagged be-
hind. The percentage of busi-
ness loans that are for
amounts of less than $1 mil-
lion has fallen. From 1995 to
2006, these averaged about
31% of all business loans in the
U.S., according to Federal De-
posit Insurance Corp. data. As
of June, they were just 20% of
total commercial and indus-
trial loans and have been be-
low 25% since 2011.

Smaller business loans by
banks stood at $312 billion at
the end of June, up 10% from
five years earlier, but still be-
low the precrisis peak of $336
billion, according to the FDIC.

That said, only a handful of
small businesses report loan
availability as a major prob-
lem. Some have turned to non-
bank online lenders. A Fed
survey last year found credit
to be the one of the lowest-
ranked concerns among small
firms, with cash flow and
availability of suitable employ-
ees being top worries.

Mary Jo White’s departure will create short-term uncertainty.
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For Dividend
Yield, Try
Vodafone

If you are fearful the
Trump rally will end in tears,
buy Vodafone. Europe’s larg-
est telecom provider is well
diversified, and its shares of-
fer an increasingly rare com-
bination of yield and value.

Of course, the company
has its problems. Those in
India featured most promi-
nently in half-year results
Tuesday. Reliance Indus-
tries is playing the disrupter
with its cut-price Jio brand.

The shrinking, low-margin
U.K. business is another
headache. Vodafone has been
building high-quality landline
networks in most European
countries through cable ac-
quisitions, deals with utility
providers and capital spend-
ing. But in the U.K. it is still
selling consumer broadband
services using rival BT
Group’s old copper network.

Yet these two countries
together account for only
one-quarter of sales. Overall,
business is improving. Un-
derlying growth rose to 2.4%
in the second quarter, the
best in years, thanks in par-
ticular to a much-improved
European mobile business.
Cash flows are stronger now
that the group is spending
less on upgrading networks.

These cash flows fund
Vodafone’s big dividends,
which give the shares an eye-
catching yield of 5.5%. True,
if the postelection rotation
away from bonds and yield
stocks gathers pace, telecom
shares may come under fur-
ther pressure. Yet expecta-
tions of faster growth have
been frustrated many times
before, and Vodafone—with
an enterprise value just 6.3
times its earnings before in-
terest, taxes, depreciation
and amortization—doesn’t
trade at a bond-like valuation
premium. On balance, it
looks a good time to pick up
the phone.—Stephen Wilmot

Qualcomm recently commit-
ted the bulk of its $30 billion
overseas cash hoard to the
purchase of NXP Semicon-
ductors. Broadcom com-
pleted its $37 billion merger
with Avago Technologies
earlier this year and just
dropped another $5.5 billion

It might look like it, but
emerging markets haven’t
been Trumped.

U.S. President-elect Don-
ald Trump’s impending ex-
pansionary fiscal policies and
the potential deficits associ-
ated with them have sent
bond yields surging. Taking a
cue from the about-face in
Treasurys, emerging-market
bond yields have followed.
U.S. interest-rate-led rallies
usually cast a pall over
emerging markets as the U.S.
dollar surges, whacking the
asset class indiscriminately.

Going into the so-called
taper tantrum in 2013—the
last time a scare over higher
U.S. rates sent investors flee-
ing emerging markets en
masse—developing nations
sat on large current-account
deficits, and currencies were
substantially stronger
against the dollar in the
years leading up to it. For-
eign ownership of govern-
ment bonds was building to
records. The reversal left
markets bruised as almost

ries are real, but global trade
already has stagnated for sev-
eral years, a situation to
which emerging economies
have grown accustomed. De-
mand in emerging markets is
increasingly domestic and re-
liant on trade with other
emerging markets. Any im-
provement in U.S. growth will
be a tailwind.

A wild card is China. Its
currency has weakened 12%
since the end of 2014, and hit
its weakest level since 2008
on Tuesday. Other emerging
markets will guide currencies
lower where they can to stay
competitive. That argues for
investors to find shelter in
dollar-denominated emerg-
ing-market bonds. Indonesia
has economic and reform
momentum behind it. Its
widely held 10-year dollar
bonds yield 4.13%, up from
3.3% before the election.

Mr. Trump’s election may
have kicked up a storm, but
emerging markets should sail
through intact.

—Anjani Trivedi

$40 billion left emerging-
markets stocks and bonds in
June 2013.

This time, there is some
solace in the selloff. Underly-
ing economies are healthier.
Manufacturing indexes are
showing clear upturns. There
are exceptions, but emerging
markets generally have bet-
ter external balances and
easier financial conditions.

Oil prices—a key source of
revenue for many developing
nations—are up 21% this
year, while still well off their
highs after falling 50% in
2014. Fiscal policies and new
political establishments have
helped, too.

What is different this time
is the possibility of the
Trump administration’s pro-
tectionist policies. These wor-

A mural of Donald Trump in
Surabaya, East Java, Indonesia
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Java Jitters
Yield on 10-year U.S. dollar-
denominated Indonesian
government bonds
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Source: Thomson Reuters
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Emerging Markets Won’t Break
Nintendo’s popular Mario

character has been hopping
over obstacles for decades.
He will need to be extra lim-
ber now.

Nintendo said Tuesday
that “Super Mario Run” will
launch on Dec. 15, but with a
rub: All of the current top-
grossing mobile games are
“freemium” titles, meaning
they are free to play and
make money through in-game
transactions.

“Super Mario Run” only
will be free to try, and will
cost $9.99 to buy in full.

Nintendo’s last big hit,
“Pokémon Go,” was a free-
mium game.

Freemium turned out to
be pretty sweet for Nintendo,
generating $115 million in
profits last quarter even
though it was made by an-
other developer.

Getting gamers to pay up
now to play the game later
will show if the videogame
maker still has some spring
in its step.

OVERHEARD

Semiconductor Merger Party Is Finally Nearing Last Call
The chip industry’s deal

makers are due for a break—
not that they have much
choice.

Semiconductor companies
have capped more than $240
billion worth in mergers and
acquisitions in the past two
years, according to Dealogic.
This year’s total to date—
$130.2 billion—is a record,
16% above the previous high
set last year. Big deals skew
the dollar total, but there
have been plenty of those,
too. Six transactions in the
past two years have been
worth more than $10 billion
and three topped $30 billion.

Why will this slow? The
simple reason is that there
are fewer quality names left
to buy and most of those
with means to make a pur-
chase already have done so.

to buy Brocade Communica-
tions Systems. Intel spent
over $15 billion on Altera
last year and since has ac-
quired or made offers on a
dozen smaller companies, ac-
cording to FactSet.

Regulatory opposition is
another issue, at least in the
much smaller subsegment of
chip-manufacturing gear.
Lam Research and KLA-Ten-
cor called off their $10.6 bil-
lion merger last month after
it came under scrutiny from
the Justice Department,
which also opposed Applied
Materials’ attempted $29
billion combination with To-
kyo Electron last year. That
likely will stifle any more
significant consolidation
moves in this group.

Price is another hurdle.
Chip stocks have solidly out-

performed other tech seg-
ments. The PHLX Semicon-
ductor Index is up more than
25% for the year against a
4% gain for the Nasdaq Com-
posite. Nvidia and Advanced
Micro Devices, once the sub-
ject of frequent buyout ru-
mors, have both seen their
share prices more than dou-
ble this year as their growth
rates have jumped.

But chip companies hitting
the limits of Moore’s Law
will continue to seek ways to
augment growth in a low-in-
terest-rate environment. And
tech companies exposed to
the automotive sector will
continue to draw interest, as
evidenced by the NXP deal as
well as Samsung’s $8 billion
buy of Harman Interna-
tional, announced Monday.

A few chip companies have

sat out the recent deal spree.
Nvidia has done only one small
acquisition in the past two
years and now has about $3.7
billion in net cash and a very
valuable stock to use as cur-
rency. Texas Instruments—
the fourth-largest chip com-
pany by market value—hasn’t
made a buy since picking up
National Semiconductor in
2011 for $6.5 billion.

But those companies also
will be highly selective. The
CFO of Texas Instruments
told an investment confer-
ence in September that the
company looks primarily
within its own sector at
deals that will be accretive
within four to five years.
That limits the options that,
thanks to the recent activity
surge, were dwindling any-
way. —Dan Gallagher

Tapped Out
Global semiconductor M&A deal
values, in billions

Source: Dealogic
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Donald Trump wants to
spur bank lending by disman-
tling the 2010 Dodd-Frank reg-
ulatory overhaul. That again
raises the question of whether
banks in the wake of the fi-
nancial crisis are unable or un-
willing to lend, holding back
the economic recovery, or if
the problem is that borrowers
haven’t wanted to borrow
more.

The president-elect said
Friday in an interview with
The Wall Street Journal that
banks are “unable to lend” be-
cause of regulation. Lending
data show the issue isn’t cut
and dried, and there may be
factors other than Dodd-Frank,
such as bank capital require-
ments, at work.

“In essence, what Trump is
saying is it’s a supply issue,”
said Brian Foran, banking ana-
lyst at Autonomous Research.
“Banks are saying it’s a de-
mand issue.”

And banks are lending.
Loans and leases in bank
credit stood at $9.1 trillion as
of Nov. 2, according to Federal
Reserve data. That is up about
25% from early 2013, surpass-
ing a crisis-era peak of nearly
$7.3 trillion.

Business-loan growth has
been particularly strong. Over
the past five years, so-called
commercial and industrial
loans measured on a monthly
basis have risen at an average
rate of 10.6% from a year ear-
lier, according to Fed data.
That is well above an average
of 8% since 1948.

Total business loans made
by banks topped $2 trillion
earlier this year and eclipsed
their crisis-era peak in 2014,
Fed data show. Such loans
were equal to more than 12%

BY DAVID REILLY
AND TELIS DEMOS

Lending
Data Not
A Clear
Picture
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During Ms. White’s tenure,
which began in April 2013, the
SEC overhauled the regulation
of money-market mutual funds,
credit-rating firms, stock ex-
changes and electronic trading
venues. She frequently navi-
gated political infighting at the
SEC to complete Dodd-Frank
requirements, and such friction
could continue under a Repub-
lican chairman.

The SEC normally is gov-
erned by five commissioners,
including three from the presi-
dent’s party and two from the
other. President Barack Obama
nominated two candidates to
fill the existing vacancies more
than a year ago, but the grid-
locked Senate hasn’t confirmed
them. Republican Commis-
sioner Michael Piwowar is
likely to lead the agency as act-
ing chairman after Ms. White
exits, though Mr. Trump could
nominate someone else as Ms.
White’s permanent successor.

The SEC also pursued re-
cord numbers of enforcement
cases during Ms. White’s term,

including claims against pri-
vate-equity firms such as
Blackstone Group LP and
Apollo Global Management.
Her handpicked priorities in-
cluded the policing of finan-
cial-reporting fraud and pun-
ishing even the smallest
violations on the theory that it
would deter a culture of mis-
conduct.

Mr. Trump hasn’t yet sig-
naled his choices to fill SEC va-
cancies. But his aides have
tapped Paul Atkins, a conserva-
tive former SEC commissioner,
to handle issues related to the
transition for the SEC and
other financial regulatory
agencies.

The change in leadership at
the SEC is just one of many
ways financial regulation is ex-
pected to change course
sharply—through personnel
and policy—during Mr.
Trump’s presidency. His transi-
tion team issued a statement
on Nov. 10 saying it was craft-
ing a plan to “dismantle the
Dodd-Frank Act.”

WASHINGTON—Securities
and Exchange Commission
Chairman Mary Jo White plans
to step down in Janu-
ary, opening the door to a new
Republican-appointed leader
who could move to loosen
rules on Wall Street and curb
Ms. White’s aggressive en-
forcement approach.

The change in command
portends a significant shift at
the SEC, which has for six
years focused on tightening
rules required by the 2010
Dodd-Frank Act, a regulatory
overhaul championed by Dem-
ocrats. A Republican SEC
chairman, appointed by Presi-
dent-elect Donald Trump, also
could pull back on a host of
rules that Ms. White con-
ceived, including curbs on mu-
tual funds’ use of derivatives
and stricter controls on algo-
rithmic traders and off-ex-
change venues known as dark
pools.

Ms. White’s departure also
creates uncertainty in the
short run because the SEC
would have to operate with
just two of the five commis-
sioner seats filled after she
leaves. Gridlock could ensue
because one commissioner
would have an effective veto
on any regulatory decision or
enforcement action.

“Everything under Dodd-
Frank is now up in the air,”
said Scott Kimpel, a partner at
Hunton & Williams LLP who
previously worked as a legal
adviser to a Republican SEC
commissioner.

By Dave Michaels,
Aruna Viswanatha

and Andrew Ackerman

SEC’sWhite to Step Down

Brian Moynihan has said annual ‘stress tests’ are a drag. ‘It will
make you very safe. The question is whether it restricts lending.’
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