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◀ Peter Fitzek and 
his assistant, Marco 
Ginzel, managing 
affairs of “state” for 
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CORRECTION “What If the Potus Tests Positive?” (Politics, May 18) stated that President Reagan invoked the
25th Amendment after being shot. He invoked it when he had colon surgery.
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◼ COVER TRAIL
How the cover  

gets made

① 
“This week we’re 

talking about President 
Trump’s push to reopen 

the U.S. There’s an 
election coming up—
remember?!—and the 

economy is in a real bad 
place right now.”

“Will bleach or light 
beams make an 
appearance?”

“Fortunately, no—”

“Strike one!”

“—but there’s this 
thing in game theory 
called ‘gambling for 
a resurrection’ that 

perfectly describes the 
path he’s taking.” 

“Right, it’s like you’ve 
been losing all night 
in this sleazy casino, 

and you put everything 
you’ve got left on seven, 
and your heart is racing, 

and you kiss the dice 
and let ’em fly, and if 
they land on seven 

you’re a millionaire, and 
if they land on nine, 

we’re all f---ed.”

“I worry about your 
extracurriculars.”

“Wow. Just … wow. Can 
you Photoshop the 

Trump crew in there?”

“What do you think we 
do here, anyway?”



Help us get food to 
vulnerable people. 

FareShare is the UK’s national network of charitable 
food redistributors. We take good quality surplus food 
from the food industry and get it to almost 11,000 
frontline charities and community groups such as school 
breakfast clubs, older people’s lunch clubs, and homeless 
shelters. Every week we provide enough food to create 
almost a million meals for vulnerable people.

During this time of crisis, we are providing an emergency 
response, delivering vital food supplies to frontline 
organisations providing a lifeline to those most in need.

For more information about 
how your company could help, 
visit fareshare.org.uk

FareShare UK is a registered charity in England and Wales no. 1100051
Registered charity address Unit 7 Deptford Trading Estate, Blackhorse Road, London SE8 5HY
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◼ IN BRIEF

● Emirates is
considering
cutting about
30,000 jobs,
according to
people familiar
with its plan.

● President Trump said
he’s taking a daily dose
of hydroxychloroquine,
the anti-malaria pill he’s
promoted as a possible
cure for the coronavirus.
Medical experts have
cautioned against using
the drug because its
benefits are unproven and
it can have dangerous
side effects.

● Moderna reported
positive test results from a
vaccine it’s developing for
the coronavirus, prompting
its stock to rise as much
as 30% on May 18. The
euphoria wore off a day
later when health website
Stat highlighted the early
nature of the vaccine data
and cautioned that more
of the drug would need to
be made available by the
company before drawing
conclusions on its efficacy.

● Two men
charged in Japan 
with aiding the 
escape of Carlos 

Ghosn were 
arrested in 

Massachusetts 
and are being 
held for possible 
extradition.

● After writing down the 
value of investments in 
the office-sharing startup 
WeWork and other 
companies, SoftBank’s 
Vision Fund says it lost 

$17.7b
in its fiscal year ended 
March 31. To raise capital, 
the Japanese company 
plans to sell about 
$20 billion worth of its 
holding in T-Mobile US.

● Australia
called for an
investigation
into the
origins of the
coronavirus.

● Uber said it was
eliminating 3,000 jobs and
putting some projects on
hold. Earlier this month,
the ride-hailing pioneer
dismissed 3,700 employees.
The layoffs bring the total to

25%
of its workforce.

● Chinese doctors see
signs that the makeup of
the coronavirus may be
changing, complicating
efforts to stamp it out. The
doctors, treating a new
cluster of sick people in
the northern provinces of
Jilin and Heilongjiang, say
patients appear to take
longer to develop symptoms
than the one to two weeks
observed in Wuhan, carry
the virus for a longer
period, and take longer to
test negative.

●“I was happy
to do it. Mike 
requested that 
I do it.”
President Trump dismissed State Department Inspector General Steve Linick, 
who was investigating whether Secretary of State Mike Pompeo was using 
government employees to walk his dog and for other errands. Pompeo denies the 
dismissal was over the investigation.

Bloomberg Businessweek By Benedikt Kammel

● Amphan, the biggest cyclonic storm in two decades, crossed the coasts of 
India and Bangladesh on May 20, forcing millions to evacuate and impeding the 
region’s fight against the coronavirus.

It’s the biggest reduction yet among 
the world’s airlines, which are suffering 
a deep slump in demand. The Dubai-
based carrier has already grounded its 
fleet of giant A380 superjumbos; some 
may never return to service, as long-
haul routes have fallen out of favor. 

The move angered China, which is 
considering retaliation by targeting 
Australian exports, including wine 
and dairy.
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elder care rises, wages will as well. But Medicaid is the largest
funder of long-term care facilities, and low Medicaid funding
can limit what facilities can do. States should consider rais-
ing Medicaid reimbursement rates—with dedicated funds for
increasing wages—and the federal government should make
sure states have the resources they need. Boosting wages
would have the advantage of attracting more workers, alle-
viating chronic understaffing, and improving quality of care.

Raising wages for the lowest-paid nursing-home staff
won’t solve the coronavirus crisis in U.S. care facilities.
That will require expanding rapid testing, ensuring nursing
homes have adequate PPE, and strengthening—or at least not
weakening—infection control requirements. But it would keep 
the virus from spreading further throughout the country’s 
elder-care facilities. Front-line nursing-home employees—
and the 1.4 million Americans they care for—deserve nothing 
less. <BW> For more commentary, go to bloomberg.com/opinion

May 25, 2020◼ BLOOMBERG OPINION

Residents of nursing homes or similar facilities account for at 
least one-quarter of U.S. deaths from Covid-19. The true fig-
ure might be a lot higher. The coronavirus has spread to more 
than 7,000 nursing homes in all 50 states. In at least six, more 
than half of all Covid-19 deaths took place in long-term care 
facilities, according to state reports compiled by the Kaiser 
Family Foundation. That’s because older people are more sus-
ceptible to the infection; viruses spread quickly in crowded, 
closed environments; and many facilities still lack tests and 
personal protective equipment for employees. But one factor
has received too little attention: Low-paid care workers often
take jobs at multiple facilities to make ends meet—and can
spread the virus from one to another.

That probably happened in Washington state, where evi-
dence suggests employees of the hard-hit Life Care Center
nursing home introduced the coronavirus to two other facil-
ities where they also worked. In Wisconsin a hospice worker
who shuttled among at least three facilities was identified as a
likely vector. Although it’s difficult to tell just how many cases
have been spread in this manner, the Centers for Disease
Control and Prevention has identified it as a risk. One recent
analysis of nursing homes in the Northeast found that 1 in 6
care workers holds a second or third job.

It’s easy to see why. Nursing assistants, for example, earn
about $13 per hour—a figure that’s barely budged over the
past decade. They’re the backbone of any functioning nurs-
ing home, making up nearly 40% of all staff, yet many strug-
gle to stay out of poverty. One in 3 nursing assistants receives
federal benefits; 1 in 4 receives food stamps. Some 40% have
no employer-provided health insurance, and 15% have no
insurance at all. Meager compensation is a main reason long-
term care facilities were notoriously understaffed even before
the coronavirus hit. Health-care employees shouldn’t have to
work two jobs to survive.

What can be done? Several Canadian provinces have tem-
porarily banned long-term-care employees from working
more than one job at once and are making up those work-
ers’ lost income. This will curb the spread of the disease
more effectively than merely encouraging workers to stick
to one facility, as states such as Texas are doing. But it might
also worsen staff shortages in already overstretched nurs-
ing homes. Many homes have started requesting that their
employees work at only one job; the hazard-pay bills winding
their way through Congress could help those workers get by.

In the longer term, we need to ensure care workers are
paid fairly. Some facilities are offering raises and bonuses to
front-line workers now, and one imagines that as demand for

Low Wages Make 
Nursing Homes  
Hotbeds for Covid-19

On May 27, European Union officials will seek to agree on 
a joint virus recovery fund. But while German Chancellor 
Angela Merkel broke new ground with a regional debt 
instrument, other countries are hesitant to sign on.

▶ A Collective Debt Plan

◼ AGENDA

▶ India’s central bank 
sets interest rates on 
June 5. The world’s 
second-most populous 
country is pushing a 
massive economic 
stimulus as coronavirus 
cases multiply.

▶ Utility PG&E, found 
negligent in California’s 
deadliest wildfire, in 
2018, will be sentenced 
on 84 counts of 
manslaughter on May 26 
in state court in Chico.

▶ Tired of your 
surroundings after 
weeks at home? 
Sotheby’s France has a 
sale starting on May 28 
of furniture and artwork 
from the Renaissance 
through the 19th century.

▶ Virtual Brexit 
negotiations between 
the U.K. and the EU 
continue on June 1, 
with both sides trying 
to overcome an 
increasingly desperate 
stalemate.

▶ The ECB decides on 
interest rates on June 4. 
With borrowing costs 
already at zero, a dip into 
negative-rate territory 
looks more likely in an 
attempt to reboot the 
economy.

▶ Deutsche Bank hosts 
its annual dbAccess 
Conference on June 3-4 
in Berlin, albeit in a 
virtual format, to discuss 
trends in the banking 
industry and ways to 
finance a recovery.
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◼ REMARKS

The 
Superpower’s 

Big Foot



7

◼ REMARKS Bloomberg Businessweek May 25, 2020

IL
LU

S
T

R
A

T
IO

N
B

Y
N

IC
H

O
L

E
S

H
IN

N

● China had an opportunity to step up
in the Covid-19 crisis. It has blundered
and stumbled

● By Rosalind Mathieson

In mid-April, China engaged in what appeared to be a
particularly pointless fight. With France’s death toll spiking
from the novel coronavirus and its economy shuttered, China
could well have offered commiserations and support. Instead,
it lobbed rhetorical grenades at Paris.

Beijing had taken umbrage at remarks by French offi-
cials that it had mishandled the outbreak. China’s embassy
responded with a tart post on its website that suggested
France had abandoned nursing home residents to die from
hunger and disease. Paris then summoned the Chinese
ambassador, one of an aggressive group of propagandists
known as “Wolf Warrior” diplomats, for a dressing-down.

Beijing pushed back, warning France that it risked dam-
aging ties unless it canceled a contract to supply arms to
Taiwan, which China considers a renegade province. Never
mind that the contract simply involves supplying new equip-
ment for frigates sold to Taipei almost 30 years ago.

The nursing home remarks prompted an unusual public
statement from Paris on an issue Beijing is highly sensitive
about, as described by François Heisbourg, senior adviser
for Europe at the International Institute for Strategic Studies
(IISS). “The French went out of their way, sent a public com-
munique saying, ‘Yes, we are sending this stuff to Taiwan
in the framework of our contract with that country,’” says 
Heisbourg, who’s worked in the French foreign and defense 
ministries. “To make sure that the Chinese were getting our 
meaning, we actually went out of our way to piss them off.”

The incident with France—and squabbles that Beijing has 
replicated with other countries—is perplexing. As the virus 
snaked out of Wuhan and accelerated around the world, 
China had an opportunity to be magnanimous—and prove 
that its championing of globalization was more than just rhe-
torical. Its doctors, scientists, and officials had grappled with 
Covid-19 for months. When it came to fighting the virus, it 
had personnel and equipment and the expertise. Instead, 
the country lumbered and blundered gracelessly.

Initially, it seemed China recognized the diplomatic poten-
tial. The U.S. hadn’t assumed its usual leadership role in a 
global crisis. Indeed, Donald Trump had criticized European 
nations over the pace of their border closings as the virus 
spread. China could have stepped up as the U.S. stepped away. 
That way, Beijing could have defused some of the suspicion that 
had long bedeviled it over the virus, including doubts about 
when exactly the outbreak started in Hubei province. Instead, 
both countries have fallen into the strange dynamic of engag-
ing in brittle diplomacy aimed not so much at each other but 

at restive domestic audiences. In China, President Xi Jinping 
and the Communist Party need it to keep control at home; in 
the U.S., Trump needs to win an election in November. 

Rather than seizing the chance to bring countries further 
into its orbit, China appears to have sent the message that it 
sees its rise to global primacy as inexorable—and that other 
nations should simply bow to that fact. After all, China was a 
cornerstone of supply chains worldwide. It had splashed enor-
mous sums of money on infrastructure projects in the devel-
oping world and bought into key companies everywhere. Its 
military reach is growing. It didn’t need to win over others. 

“Equality among nations is not a natural concept for 
them,” says William Reinsch, Scholl chair in international 
business at the Center for Strategic and International Studies 
(CSIS) and a U.S. Department of Commerce official in the 
Clinton administration. “They are busy telling the world 
that their model of a heavily state-directed economy and a 
repressive undemocratic political system works better than 
the Western system and is the wave of the future.” 

There were positive signs from China as the virus first spread 
outward. Beijing announced over several weeks it would send 
medical equipment and teams to other countries. It would help 
Italy, Spain, Serbia, Estonia, Greece, Bulgaria, Slovenia, and—
yes—France. But some of the equipment proved faulty—or was 
followed by an invoice. China continued to respond stridently 
to criticism of its handling of the early stages of the Hubei out-
break. The narrative around aid turned to questions about the 
lack of gratitude from the beneficiaries of China’s munificence. 
Beijing’s state media started issuing lecturing commentaries. 
And the Wolf Warriors got to work on their Twitter feeds.

Xi struck a conciliatory tone when he spoke via video 
on May 18 at a World Health Organization governing body 
meeting in Geneva. China will make its coronavirus vaccine 
a global public good once it’s available, he said, and provide 
$2 billion over two years to support the fight against the pan-
demic, especially in developing countries. Still, it may have 
come too late to swing the narrative. China chose to take 
the higher ground after much feuding and criticism, and the 
Geneva shift could be seen as self-serving, an opportunistic 
heightening of Xi’s differences with Trump—which the U.S. 
president predictably responded to with a threat to withdraw 
completely from the WHO.

One of the biggest takeaways from the pandemic is how 
much China and other nations continue to talk past each other. 
That’s not new, but it’s increasingly critical as an issue given 
China’s status as the world’s second-biggest economy and as 
a rising strategic superpower. Communication is especially 
important as Beijing and Washington vie for dominance with 
a fragile first-phase trade deal at stake. It’s key for nations in 
Europe, Asia, and elsewhere as they consider how or whether 
to incorporate 5G technology from China telecommunications 
giant Huawei Technologies Co. and for poorer countries as they 
ask if China’s loans bind them to Beijing’s political bidding.

China can justifiably claim self-defense, that it was rebut-
ting criticism in the blame game over Covid-19. Trump had 
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at first praised Beijing, then needled it using the loaded term 
“Chinese virus.” Washington’s accusations haven’t stopped. 
On May 17, White House trade adviser Peter Navarro told 
ABC’s This Week With George Stephanopoulos that China had 
its “patient zero” as far back as November—at least a month 
before the outbreak was first reported in the country’s media. 
Said Navarro: “The Chinese, behind the shield of the World 
Health Organization, for two months hid the virus from the 
world and then sent hundreds of thousands of Chinese on air-
craft to Milan, New York, and around the world to seed that.” 

Still, China’s accusations that other countries were mis-
treating their own citizens came across as tone deaf. So what 
explains the reaction? Hu Xijin, editor-in-chief of state-run 
Global Times and a fierce defender of China via his social 
media feeds, said on May 9 on Weibo that “the best way to 
solve the problem of western public opinion against China is 
not to try to change them, because we don’t have the tools to 
do so, but to adjust ourselves to a world where the stronger 
and better you are, the more criticism you will face.”

But foreigners may not be the audience for this display 
of nationalistic ire. Striking a patriotic tone is standard fare 
for China’s leaders in times of domestic challenge. The 
Communist Party’s No. 1 concern is mitigating the risk of 
social unrest, an obsession heightened by the economic dev-
astation wrought by Covid-19. Beijing may not set a numeri-
cal target for gross domestic product growth this year. One
way to minimize domestic political damage is to rally people
behind the idea that China is under attack overseas.

“The unity of a country of 1.4 billion people, that is the
daily challenge of anybody who governs China, and they don’t
want it to fall to pieces,” says Heisbourg of the IISS. “So what
they do or say about the pandemic is going to be dictated
99% by what they see as the domestic implications. What we
think about them is not as important. Not unimportant, but
it’s less important as the domestic aspect.”

Chinese officials have long argued the country is behav-
ing naturally as a rising power. They say China is being more
responsible because, unlike colonial powers, it isn’t trying to
enforce its political doctrine on other countries or to phys-
ically take them over. Critics say Beijing achieves the same
outcome through the sheer force of its economic clout. Rory
Medcalf, a professor who heads the National Security College
at the Australian National University, says China under Xi
has become less sensitive to what the world thinks of it. “It
invests heavily in propaganda and influence campaigns,” he
says. “But these are essentially about convincing the Chinese
people that the party-state is respected abroad, rather than
genuinely generating that respect.”

Zhu Feng, dean of the Institute of International Relations at
Nanjing University, says some of China’s diplomats have made
the pandemic-related bickering worse as they fall over them-
selves to please Beijing. Rather than feeding back sober analy-
ses about their host governments, the Wolf Warriors see their
first task as aggressively pushing China’s view. “The failure of
its coronavirus diplomacy is largely due to China’s political

system where various branches want to suck up to the top 
leader instead of reporting the factual situation,” Zhu says. “As 
all countries face a crisis, China should be modest instead of 
having the mindset that ‘you should thank China’ and view-
ing it as an opportunity to expand global influence. In short, 
China’s coronavirus diplomacy has done poorly.” 

The nationalistic barbs about everything from the origins of 
the virus to the behavior of the WHO from both Trump and Xi 
are aimed at domestic audiences, not each other. But the risk is 
that one of these sparks will start an unintended conflagration. 
The words can be bruising. Misunderstandings about China, 
said Ambassador to the U.S. Cui Tiankai on April 30, is “attrib-
utable to some American politicians and their hostile rheto-
ric. … Some of them have simply gone against conscience.” 

Arguing over the virus risks tipping into two key areas: trade 
and Huawei. While China has stepped up imports of American 
soybeans in recent weeks, starting to fulfill pledges under the 
first phase of the trade deal to buy more farm goods, the Global 
Times reported this month that China was mulling voiding or 
renegotiating the deal after U.S. criticism of its handling of the 
pandemic. Trump also mused in a Fox Business Network inter-
view that “we could cut off the whole relationship” and has 
ruled out renegotiating the deal signed in January. On May 15, 
the U.S. Commerce Department said it would require licenses
before allowing U.S. equipment to be used by Huawei or its
114 subsidiaries, prompting Beijing to warn the export curbs 
may threaten the global supply chain. U.S. officials have fre-
quently accused Huawei of being a security threat tied to the 
Beijing government, an allegation the company denies.

CSIS’s Reinsch says China and the U.S. underestimate each 
other. “The Chinese see themselves as a rising power and the 
U.S. as a declining power, and Xi Jinping’s policy has been to 
press what he sees as a growing advantage by confronting the 
U.S. indirectly rather than directly,” he says. “The U.S. sees its 
position as stronger and more morally correct and believes 
the Chinese system has inherent weaknesses that leave us in 
a stronger position. That’s a comment about the senior lead-
ership on both sides.” 

There are already tentative signs that some midsize pow-
ers are seeing a lessening of global leadership by Washington 
and starting to chart their own course. For one, Australia 
would happily find a way to diminish its reliance on Chinese 
trade, which Beijing uses to bully and inflict economic pain 
on Canberra. “China has accumulating problems at home: an 
aging population, debt, discontent, and environmental stress,” 
says Medcalf. “It risks a kind of imperial overstretch, trying and 
failing to dominate and intimidate at once many other nations 
along with its vast, angry periphery of Xinjiang, Tibet, Hong 
Kong, and Taiwan,” he says. “The Covid-19 crisis could accel-
erate the trends undermining Chinese power.”

Beijing may believe its rise is inevitable. But, says Reinsch, 
“Western economists and political analysts, not surprisingly, 
disagree. I think in the long run democratic, market-based sys-
tems win, but that doesn’t mean there won’t be short-term set-
backs.” <BW> �With Dandan Li and Ania Nussbaum
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In the next few weeks we face many challenges.  

We need to get food to people who are isolated  

and in greatest need. We need to protect  

vulnerable children while schools are closed.  

We also need to help people with their mental  

wellbeing, and do what we can to aid people who, 

through no fault of their own, are struggling with debt.

That’s why The National Emergencies Trust  
has launched a fundraising appeal to help those  

suffering most from the outbreak.

Your support will give us the means to deliver help 

swiftly and effectively to those who need it most, 

through local charities and not-for-profit  

organisations already working in communities  

up and down Great Britain.

Together, we can limit the damage and the  

heartache that the virus causes.

Go to www.nationalemergenciestrust.org.uk  
to donate.

Thank you in advance.
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● The coalition started by  
Jeff Bezos, Warren Buffett, 
and Jamie Dimon hasn’t tamed 
employer expenses

Can Anybody Beat  
Health Costs?

When Amazon, Berkshire Hathaway, and JPMorgan 
Chase announced the formation of Haven Healthcare 
in January 2018 to stem the rise of employer health-
care spending, the world expected big results. The 
mere prospect of Jeff Bezos, Warren Buffett, and 
Jamie Dimon joining forces so worried investors that 
the shares of established health insurers and phar-
macy benefits managers tumbled on the news. A lit-
tle more than two years later, those concerns feel 

like a distant memory. Rather than disrupting health 
care, Haven finds itself in disarray, with its top two 
executives departing in the past year and the ven-
ture giving few clues as to how it’s going to slow the 
upward march of health costs in America.

On May 13, Chief Executive Officer Atul Gawande, 
a surgeon, Harvard professor, and high-profile 
expert in the field, resigned abruptly after less than 
two years in the role to instead become the venture’s 
chairman and devote his time to efforts related to 
the Covid-19 pandemic. Haven has so far said little 
about what it’s going to do next as it searches for a 
new leader, fueling doubts that the venture is any-
where close to having the kind of radical plan to 
transform the delivery of care that it promised at its 
inception. “It looks like they were incrementally 
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iterating on something that looks much more like 
the status quo than most people were anticipating,” 
says Jeff Becker, senior analyst at Forrester Research.

What Haven has achieved so far hasn’t been 
earth-shaking. JPMorgan offered 30,000 workers 
in Arizona and Ohio—just under 20% of its U.S. 
staff—two plans for 2020 run by Cigna Corp. and 
Aetna Inc., according to sources. And Amazon.com 
Inc. offered its employees in Connecticut, North 
Carolina, Utah, and Wisconsin plans created in con-
sultation with Haven and insurance providers. In 
other words, instead of taking on health insurers, 
Haven essentially started by working with them. 
“It didn’t feel like Haven early on was as focused 
on the key blocking and tackling,” says Allen Miller, 
CEO of consultant Cope Health Solutions.

“We are proud of this effort and have an excel-
lent team in place,” JPMorgan spokesman Joe 
Evangelisti says. “We are in this for the long term.” 
A Haven spokeswoman declined to comment.

Haven said all the right things at the start, prom-
ising to “be relentless” and articulating a mission 
to “deliver simplified, high-quality, and transpar-
ent health care at a reasonable cost.” It’s a worthy 
goal: The average cost of health care was $13,087 
per employee in 2019, with workers shouldering 
about $3,031 of that in annual paycheck deductions, 
according to a Willis Towers Watson survey of com-
panies with a total of more than 10.4 million employ-
ees. Even as they redesign plans to control costs, 
employers expect a 4.9% rise in health-care spend-
ing in 2020, another of the firm’s surveys found.

While Gawande didn’t publicly say much about 
Haven’s findings, Dimon said last year that a team 
of about 40 people was analyzing the companies’ 
insurance and pharmacy plans and noted in a 
shareholder letter that giving employees tools to 
shop around for care could reduce spending.

Haven isn’t the first employer coalition to attempt 
to tackle health costs. The Health Transformation 
Alliance was formed in 2016 and includes 54 employ-
ers including American Express, IBM, and Macy’s, 
which among them pay for coverage of 4.5 million 
people in the U.S. The group is creating a market-
place of health programs for its members to use. 
One example: Livongo Health, which uses smart 
devices to monitor patients with chronic condi-
tions, has been selected to help employees man-
age diabetes and weight loss. The alliance has saved 
members $700 million in drug spending, CEO Rob 
Andrews says, and is working to match patients 
to providers with the best outcomes. “Our biggest 
problem is a tug of war over data ownership,” he 
says. “If you can’t aggregate the data, how do you 
measure any of this?”

People with chronic illnesses and mental health 
conditions account for 90% of the country’s $3.5 tril-
lion in annual medical spending, according to the 
Centers for Disease Control and Prevention. So bet-
ter management of chronic ailments can result in 
substantial savings, but the incentives have to match 
up for both patients and providers. “There are a few 
simple levers. You have to have a network of pro-
viders that are high-quality and that are financially 
aligned incentive-wise,” Miller says. 

Health consultants agree that to wring costs out 
of the system, employer plans need to ensure that 
doctors are being financially rewarded to lower 
spending. This can be done through a technique 
called “capitation,” in which physicians accept a 
set payment for managing a patient’s care and can 
even get bonuses for keeping medical costs down. 

Another way is by pointing patients to the 
best-performing doctors in a given specialty to 
ensure better results. This isn’t easy for large, 
national employers to do across the country, 
given the amount of work it takes to identify high-
performing medical groups in local markets. 
But at least one large employer is starting to try: 
Walmart Inc. is rolling out a program this year 
that directs employees to higher-performing doc-
tors in Arkansas, Florida, and Texas. The retail 
giant is encouraging patients to use selected car-
diologists, gastroenterologists, obstetricians, and 
primary-care doctors based on a system designed 
by data analytics outfit Embold Health that mea-
sures whether a given doctor’s typical care has 
been appropriate, effective, and cost-efficient. 

Employers are “playing an increasing role in 
where their employees go for care,” says Bain & Co.
partner Joshua Weisbrod, who works in the health-
care practice. “They’re setting up specific networks
of physicians and setting up quality networks.” Over
the past seven years some large national employ-
ers have even started contracting with “centers of
excellence,” the most trusted hospitals, to funnel
expensive procedures, such as joint replacement 
surgeries. “They would pay for the person’s flights, 
they’d pay for their hotels in order for them to get 
the highest-quality care,” Weisbrod says. Work site 
clinics are also growing in popularity: Some 38% of 
large employers had them in 2019, according to con-
sultant PwC, up from 27% in 2014.

The Covid-19 crisis and the potential economic 
fallout from a slow recovery only put more pres-
sure on groups such as Haven to rein in spending. 
But employers could benefit if Americans who have 
flocked to telehealth consultations during the crisis 
embrace the practice longer term, which can save 
money by sparing in-person doctor visits.

○ Gawande

○ Employers’ expected 
increase in health-care 
spending for 2020

4.9%
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On a typical Friday evening in May, the White Horse
pub in London’s Brixton neighborhood might go
through 20 or more kegs of lagers and ales as hun-
dreds of revelers stand four and five deep at the
bar and spill out onto the terrace into the wee
hours. But with London in lockdown, the pub has
been shuttered since March 20, when owner Matt
Ward—knowing he had to empty the taps—offered
happy-hour discounts and at the end of the eve-
ning started pouring pints for free. And he was one 
of the lucky ones: Some pub owners who couldn’t 
sell their beer had to dump it down the drain. Ward 
now worries that when he reopens this summer, 
social distancing guidelines will force him to cut 
occupancy by about 90%, to just 30 patrons. “I try 
to keep positive,” he says. “But to go anywhere back 
to anything like it was before, with social distanc-
ing, you just can’t do it in a pub like mine.”

The prospect of once-bustling pubs reopen-
ing as ghost towns is a major problem for brewing 
giants such as Anheuser-Busch InBev, Carlsberg, 
and Heineken. While Americans prefer to drink at 
home—carryout sales account for about four-fifths of 
U.S. consumption—restaurants, bars, and cafes rep-
resent about half of brewers’ revenue in much of 
Europe. And the woes are compounded by the total 
shutdown of soccer and other sports, as well as the 
cancellation of big events such as Oktoberfest and 

● Socially distanced pubs are a big threat 
to brewers’ profits, especially in Europe

A Cold Summer  
For Beer
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THE BOTTOM LINE America spends $3.5 trillion annually on
health care. Employer coalitions have been searching for ways to
lower their share of such costs, but the going has been slow.

The lockdown may also make some doctors more 
open to the idea of getting paid to manage a patient’s 
care for one all-in fee rather than on a fee-for-service 
basis. “If no one can get into your office, you’re not 
getting paid at all,” says Benjamin Isgur, who leads 
PwC’s Health Research Institute. “Physicians that 
are employees are getting those monthly payments.”

Despite Haven’s slow start, it would be premature 
to write it off. “My expectation for long term would 
be that they would do the same things they do with 
other industries, learn the ropes of administering 
the plan from a health insurer but take over those 
responsibilities,” Forrester’s Becker says, pointing 
out that that’s how Amazon entered into distribution 

and package delivery. And Amazon could, perhaps, 
move Haven into its own drug distribution network, 
cutting out pharmacy middlemen.

“They might have gotten the market overly opti-
mistic and excited about the way in which they 
were going to transform and the speed in which 
they were going to transform,” Cope’s Miller says. 
But given that the stakes are so high and the poten-
tial savings so great, don’t count Haven out. “Maybe 
it has taken them longer than they thought.” 
�Cynthia Koons
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THE BOTTOM LINE While Americans do the bulk of their drinking
at home, restaurants and bars represent half of beer sales in much of
Europe—so prolonged lockdowns augur trouble for beermakers.

Retailers Caught an
Overcapacity Virus, Too

For a half-century, J.C. Penney Co.’s store count
grew along with American malls, eventually earn-
ing the company the crown as the most ubiquitous
retailer anchoring those centers. It now operates
about a fifth of all the anchor stores in U.S. malls.
But when the department-store chain filed for
bankruptcy on May 15, it said it would close more
than a quarter of its 846 stores.

That retrenchment reflects a dire financial posi-
tion: J.C. Penney’s $8 billion debt burden was sim-
ply too heavy to bear. But it also signals a growing
realization among brick-and-mortar retailers that
the relentless pursuit of growth in number of stores
hasn’t served them particularly well for years. The
amount of merchandise sold per available square

a likely scarcity of barbecues and beach outings
this summer—all of which are frequently doused in
brew. The beer industry is facing its roughest patch
in recent memory, says Cees ’t Hart, Carlsberg’s
chief executive officer. With supermarket sales, he
says, “cash is still coming in, so it’s not the end of the
world, but it’s still a disaster.”

AB InBev, Carlsberg, Heineken, and Asahi have
all reported a collapse in first-quarter sales and
withdrawn their financial forecasts for the year.
Japan’s Asahi, which over the past five years has
spent tens of billions of dollars acquiring some
of Europe’s most coveted beer brands includ-
ing Peroni and Pilsner Urquell, said its operating
profit from overseas fell 72% during the period. AB
InBev has lost almost half its market value since
the beginning of the year, Heineken is down by
24%, and Carlsberg is off 20%. The British Beer
and Pub Association predicts that 40% of Britain’s
47,000 pubs will never reopen without financial
support from the government. “The U.K. pub and
brewing industry is in the midst of an existential
crisis,” Emma McClarkin, the group’s CEO, wrote
in an open letter to Chancellor of the Exchequer
Rishi Sunak that called for state subsidies.

To get the suds flowing again, Big Beer is seek-
ing to prop up publicans. On May 11, Carlsberg
introduced a program called Love My Local,
which helps convert pubs in the U.K. into take-
out businesses. In March, AB InBev, the company
behind hundreds of brands, including Budweiser,
Stella Artois, and—yes—Corona, launched a simi-
lar scheme called Save Pub Life, which encourages
patrons to buy vouchers they can redeem for pints
when their favorite venues reopen. AB InBev says
it has sold IOUs for more than a half-million pints
via such programs, raising €6 million ($6.5 mil-
lion) for venues in Belgium, France, and the
Netherlands. “During these unprecedented times,
we are working closely with the sector with sup-
port for rent and services, but we also wanted to 
lead a wider movement,” says Jason Warner, who 
runs AB InBev’s business in Europe. 

But the industry is also bracing for a long period 
of flat sales, as bars such as the White Horse will 
bear little resemblance to the ones drinkers stag-
gered out of in March. When they finally reopen 
their doors—in July at the earliest—British pubs will 
likely have plastic shields to protect bartenders, 
markings on the floor denoting safe distances for 
customers, hand sanitizer everywhere, and draco-
nian limits on the number of patrons allowed in the 
door at any time. And ’t Hart, the Carlsberg boss, is 
worried that many lower-income drinkers will find 
a visit to their local watering hole an unaffordable 

indulgence: On an April visit to Amsterdam, a taxi
driver told ’t Hart that his €60 fare was the only
income he’d had in a month. That suggests a shift
away from the craft and premium labels that have
driven growth in recent years. “It could be that for
a while we will have a focus on economy brands,”
says ’t Hart. The economic fallout “will be much
longer and maybe quite a bit more painful.”

AB InBev, the world’s largest beermaker, is
looking to China as a gauge of what it can expect
when countries begin emerging from lockdowns.
In April the company’s shipments to customers
in the country, where brands such as Budweiser,
Harbin, and Boxing Cat are a fixture of nightclub
drinking, dropped 17%—a dismal result, but bet-
ter than the 45% crash in the first quarter. To help
kick-start sales, the company has provided 14,000
drinking establishments with “opening kits” that
include sanitizers, masks, and blueprints with sug-
gested layouts to keep drinkers apart. “What we see
in China is that there is a recovery taking place,”
says AB InBev CEO Carlos Brito. “Our customers
are reopening, and consumers are back to doing
the things they like to do.” �Thomas Buckley

● Covid-19 could finally force J.C. Penney—and the industry—to deal 
with a glut of stores in the U.S. 

▼ Global beer 
consumption, in billions 
of liters

◼ 2019

2020 projection

Bought at restaurants/
pubs

Bought at retailers

55.6

128.1

125.4

75.2
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THE BOTTOM LINE The productivity of retailers has fallen
since 2015. As many reopen after coronavirus lockdowns, they
may increase it by shuttering underperforming stores.

foot of selling space in stores has fallen in recent 
years, while rents have continued upward. And the 
explosion in online shopping means fewer consum-
ers trek to malls. Now Covid-19 could finally force 
a reckoning for overstored America. One result: As 
the lights come on after an almost total shutdown of 
national chains, many retailers are deciding some of 
their stores will stay dark forever.

“I think for the first time, companies don’t have 
to decide which stores to close, they have to decide 
which stores to open,” says Simeon Siegel, retail 
analyst at BMO Capital Markets. “They will find that 
they have been forced to make decisions that they 
probably have been putting off.”

It’s much more than a Penney problem. The 
U.S. is the leader in two categories: most retail 
selling space per capita of any country, but also 
lowest sales per square feet, according to commer-
cial real estate company Cushman & Wakefield. It 
says the U.S. has 25 retailing square feet per capita 
that brings in about $500 in sales, compared with
China, which has less than 5 square feet per capita
that accounts for $1,000 in sales. Conditioned by
decades of more-is-better thinking, many retailers
have been reluctant to close stores. They’re also
afraid that a smaller physical presence could harm
e-commerce sales.

But the pandemic is ripping up the traditional
retail playbook. U.S. retail revenue fell 16.4% in
April from the prior month, almost double the 8.3%
drop in March. And even when lockdowns ease,
the new normal isn’t expected to be particularly
heady: More than half of mall-based department
stores could close by the end of 2021, forecasts
Green Street Advisors. “We view this entire thing
as a forced right-sizing of this sector,” says Craig
Johnson, president of consultant Customer Growth
Partners. “Apparel and department stores have
been way over capacity for years.” While retailers
have announced a handful of closures in the past
few years, “that’s a nip-and-tuck cosmetic surgery,
but what they actually need is radical surgery.”

It’s already happening. Nordstrom Inc. says it
will permanently close 16 full-line stores and all of
its Jeffrey designer boutiques, together accounting
for more than 10% of its locations. Macy’s Inc. is
closing a quarter of its stores over the next three
years. And in May, department-store chain Stage
Stores, clothier J. Crew Group, and luxury merchant
Neiman Marcus filed for bankruptcy protection—
with all expected to seek some store closures.

A Chapter 11 bankruptcy filing gives retailers
a period of time to exit leases without penalty.
J.C. Penney, the largest U.S. mall tenant in square
footage, will reduce its store count to about 604. 

Downsized, it expects net sales of $7.5 billion, a
drop from $9.2 billion in fiscal 2019. The remain-
ing stores, it says, “represent the highest sales-
generating, most profitable, and most productive
stores in the network.”

Post-pandemic, the ability to shrink will be key. At
the largest U.S. department stores, which are often
anchors of shopping centers, sales productivity—
measured as annual sales derived from each unit
of selling space—has fallen since 2015, according to
Johnson. While J.C. Penney’s store productivity in
2005 was $181 per square foot, that had dropped
to $94 per square foot last year, the analyst says.
Retailers are also loath to reopen some stores with-
out getting new rent deals that reflect radically lower
sales. The possibility of bankruptcy is one way to
force the issue with property owners.

Shareholders, who’ve long judged retailers
by their ability to expand their footprint as well
as their sales, will have to embrace the notion of
smaller chains, says Siegel, of BMO Capital Markets.
“Investors demand growth, and companies try to
acquiesce,” he says. But after the Covid-19 shut-
downs, “there’s an understanding that we’re start-
ing from zero. That changes the dynamic of growth.
There needs to be a general understanding that
some of these companies simply got too large in the
pursuit of growth and perhaps would be healthier
if they were allowed to shrink.” �Jordyn Holman
and Lauren Coleman-Lochner

▲ The retailer will close 
about 240 stores

▼ J.C. Penney in-store 
sales per square foot

$181

$94

2005 2019



T
E
C
H
N
O
L
O
G
Y

16

Edited by 
Lynn Thomassan

Bloomberg Businessweek May 25, 2020

From governments to big tech 
companies—everyone has a system, and 

no one’s happy about it 

The Trouble  
With Tracing Apps



◼ TECHNOLOGY Bloomberg Businessweek May 25, 2020

17

IL
LU

S
T

R
A

T
IO

N
 B

Y
JU

L
IA

N
G

L
A

N
D

E
R

Contact-tracing apps seemed like they might turn
out to be technological saviors when they made their
debut in March. The hope was that some semblance
of normal life could return if people knew when they
came into contact with someone carrying the novel
coronavirus. Yet as the weeks go by, that’s not hap-
pening. The apps, most of which work by using
Bluetooth to connect phones to each other and ulti-
mately let people know if they’ve been exposed to
the virus, have instead raised hackles about pri-
vacy and surveillance. And there are worries about
whether the technology is even effective.

People from Singapore to San Francisco say they
don’t want to use them, citing technical problems
and skepticism that privacy protections are for
real. A system developed by Google and Apple Inc.
isn’t being widely adopted because of limitations
it imposes on governments using its technology.
Instead, many countries have decided to come up
with their own solutions, which are usually incom-
patible with apps used elsewhere, making them use-
less for travelers. And in India, Southeast Asia, and
much of Africa, smartphone ownership is too low to
reach the threshold for contact tracing to be effec-
tive, which is at least 60% of a population.

“Given the haphazard way many of these apps
have been developed, there are obvious concerns
about their efficacy and privacy implications,” says
Samuel Woodhams, the digital rights researcher at
internet research firm Top10VPN. Contact-tracing
apps are meant to provide a technological solution
for public-health officials, who in the normal course
of trying to stem a contagious disease outbreak make
phone calls and site visits to track down people who
may have come into contact with a carrier. With mil-
lions of people infected with Covid-19, such meth-
ods are too slow. Developers saw an opportunity for
smartphone apps to assist, but putting the technol-
ogy into action hasn’t been easy.

When Singapore became the first country to
roll out a voluntary Bluetooth-enabled app called
TraceTogether in March, people were eager to try
it. Almost 20% of the population rushed to down-
load the app in the first 10 days, and the share
is only about 25% now. People complained that

TraceTogether drained their cellphone batteries 
and often required restarting. The technology also 
did nothing to stop a second wave of infections 
among Singapore’s migrant laborers, who come 
from countries such as Pakistan, Bangladesh, and 
India to work as construction workers and clean-
ers. Many don’t own a smartphone.

Now, prominent members of the tech commu-
nity are calling on Singapore officials to integrate 
TraceTogether into a new app called SafeEntry, 
which records a person’s name and contact num-
ber. The system works like a digital check-in and
is mandatory for anyone entering a business,
including supermarkets and malls. The govern-
ment has assured the public that the data will
only be used for contact tracing and is exploring
options such as a portable device for those who
don’t have smartphones.

Most contact-tracing software works in a simi-
lar way. When two people with an app spend time
together, their phones create a digital, anonymous
record of that contact. If one person becomes
infected, they can send a warning to everyone in
close recent proximity while keeping their own
identity a secret. The app can then suggest taking
precautions, such as self-isolating, monitoring for
symptoms, or taking a test.

But there’s been a heated debate over how the
data are used and stored. In the Google-Apple sys-
tem, called Exposure Notification, all of the infor-
mation is kept on an individual’s phone and isn’t
passed to a central database, which tech compa-
nies say helps protect privacy. Yet governments have
complained that not having access to the data hurts
their efforts to fight the spread. The U.K. has argued
that its centralized system will help track outbreak
patterns, do follow-up testing, and plan reopenings.
It’s also promised to keep location data anonymous.

The Indian government’s mandatory order
for citizens to download its own app, Aarogya
Setu (meaning “health-care bridge” in Hindi),
sparked anger about the intrusiveness and the
use of GPS tracking. “India is the only demo-
cratic society in the world which is embracing
the Chinese command-and-control approach to 

● Minimum share of 
a population that must 
have a smartphone 
for a contact-tracing 
app to be effective 

60%

Lots of Apps, Lots of Limitations EuropeAsia

*>1m <1m

Google Play downloads

Yes

Privacy policy

No

Unknown

State

Developer

Private

North America Other

*

*DOWNLOAD NUMBERS UNAVAILABLE FOR CHINA’S CLOSE CONTACT DETECTOR AND GHANA’S GH COVID-19 TRACKER APP. DATA: TOP10VPN
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● The pandemic is shutting foreign graduates
in high-tech fields out of the U.S. job market

‘Companies Don’t Even Want 
To Touch These Students’

THE BOTTOM LINE The benefits of contact-tracing apps are
getting lost in the debate over privacy, state surveillance, and
whether the technology is even reliable.

It was shaping up to be a big spring for Rugved
Kore. He was finishing up a master’s degree in engi-
neering that had brought him from the suburbs of
Mumbai to Pennsylvania, and two companies had
just offered him postgraduation positions that
would make him eligible for a visa program for
graduates of U.S. universities in technical fields. “It
was almost too good to be true,” Kore says. “Getting
the job offers felt like a dream because we just don’t
have these opportunities in India.”

Then the coronavirus pandemic changed every-
thing. Both companies rescinded their offers, and

using technology to respond to the coronavirus
without adequate protections for people’s funda-
mental rights,” says Sidharth Deb, a counsel at the
New Delhi-based Internet Freedom Foundation.

Yet most Indians don’t even have smartphones
to be able to download the app. India had 500 mil-
lion users in 2019, or a penetration level of 36%,
according to Rajeev Nair, a Bengaluru-based
senior analyst for Strategy Analytics. Downloads
of Aarogya Setu reached just 100 million by mid-
May, two weeks after its launch, even with the
government mandate. While the app is aimed at
India’s city dwellers, there’s a significant percent-
age of daily wage earners woven into the country’s
urban fabric outside the professional workforce—
drivers, fruit sellers, anyone with whom office
workers with smartphones could come in contact.
To try to bridge the technological gap, the govern-
ment has rolled out a second version of the app
for India’s cheaper JioPhones and is asking people
without smartphones to answer a text survey. It
rescinded the mandatory order after the backlash.

Of the 47 contact-tracing apps already in use in
28 countries as of mid-May, 23% of them had no pri-
vacy policy, 53% don’t disclose how long they plan
to keep user data, and 60% had no publicly stated
anonymity measures, Top10VPN’s Woodhams
found. None has reached the 60% download level
needed to be effective. An April white paper by the
American Civil Liberties Union also said that most
location-tracking methods used by apps are too
inaccurate to be useful for automated tracking.

To be sure, there are benefits to contact-tracing
apps, even if not everyone is using them. They can
provide notification about infection risks and quar-
antine guidance faster than human tracers, accord-
ing to a statement from researchers at the Big Data
Institute at the University of Oxford. “Even at low
levels of uptake, apps can reduce transmission and
have a protective effect on the population and sup-
port people without smartphones,” says Dr. David
Bonsall, a co-lead on Oxford’s app program and cli-
nician at John Radcliffe Hospital.

Still, there’s a lot of skepticism for develop-
ers to overcome. A poll by Axios and Ipsos Group 
found 66% of respondents said they would reject 
an app developed by tech companies, and even 
more wouldn’t download one from the U.S. gov-
ernment. “The whole concept of American democ-
racy is about local control and civil liberties,” Cliff 
Young, president of Ipsos U.S. Public Affairs, said 
in a statement with the poll results.

There’s a long way to go to make the apps effective 
enough to override the privacy concerns, technical 
issues, and current haphazard approaches around 

the globe. In the meantime, municipalities such as
New York City plan to hire thousands of human con-
tact tracers to do the work the old-fashioned way. 
Michael Bloomberg, founder and majority owner of 
Bloomberg LP, the parent company of Bloomberg 
Businessweek, is donating $10.5 million to that effort 
together with Bloomberg Philanthropies.

“Contact-tracing apps need to be reliable, 
transparent, anonymous, and voluntary,” says 
Woodhams. “Without this, they will remain in a 
counterproductive, self-perpetuating cycle that 
continually drives down the number of users and 
limits their effectiveness.” �Sheridan Prasso, with 
Gerrit De Vynck 

◀ Kore
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Kore, who graduated from Pennsylvania State
University in a virtual ceremony on May 9, could
lose his legal status to stay in the U.S. if he can’t
find a job by the end of the summer. If he returns
home, Kore says, he worries he won’t be able to
repay the $66,000 in student debt secured by his
family’s house.

More than a million international students
attended U.S. universities during the 2018-19
school year, making up 5.5% of students pur-
suing higher education, according to the U.S.
Department of State. More than half of them pur-
sued science, technology, engineering, or math—
or STEM—fields. Those graduating this year are
seeing their plans upended by shuttered cam-
puses, closed borders, inflexible immigration pol-
icies, and an economy that seized up just as they
were about to enter the workforce.

Kore had planned to take part in a program
called Optional Practical Training, which offers one-
year visas to students looking to gain practical work
experience in the U.S. STEM graduates are eligible
to extend their visas for an additional two years.
There were more than 220,000 students on the OPT
program in the 2018-19 academic year, a number
that doesn’t include people such as Kore who were
just beginning the process. Amazon, Google, Intel,
and Microsoft were among the top five employers
of STEM OPT visa holders in 2018, according to the
Department of Homeland Security.

The program is commonly used as a bridge for
high-performing students to enter the U.S. job mar-
ket, especially in tech. Employers with workers
on OPT visas regularly help them apply for green
cards, or H-1B or other visas. If this year’s gradu-
ates can’t secure those first jobs because of the pan-
demic, they could leave the U.S. for good, a move
with potentially serious implications for both them
and the companies that rely heavily on interna-
tional students to fill technical roles.

There’s a short window for students to apply for
OPT after graduation, so trying again next year isn’t
an option. A May 14 advisory from U.S. Immigration
and Customs Enforcement said student visa holders
could still be eligible if they went home and finished
their studies from abroad, but the agency offered no
guidance on whether they could apply from outside
the U.S., or if it would extend or suspend deadlines
around finding employment.

Immigration lawyers say there are few signs
that the government is prepared to be lenient.
Even before the coronavirus outbreak, the Trump
administration had discussed paring back the OPT
program. Last month, Chad Wolf, acting secretary
of the Department of Homeland Security, said the

DHS was concerned by the influx of students on
OPT programs.

The pandemic is even changing the math for
employers with jobs to fill. “With all the fear and
uncertainty about immigration and visas, compa-
nies don’t even want to touch these students right
now,” says Harinder Singh, a career development
expert at the University of California at Irvine, which
has 7,100 international students from 94 countries.
At the University of Texas at Dallas, at least 30 inter-
national students have had their employment offers 
withdrawn or internships canceled. 

It’s not an issue only for new graduates. In early 
May, Candice Guan, a native of Wuhan, China, lost 
the data analytics job she’s held for more than a 
year. Since she’s currently on a STEM OPT visa, 
she now has until mid-July to start a new job 
before her legal status expires. “It’s just really 

stressful and upsetting knowing that I might have 
to pack up and leave in a few days,” she says.

An increasing number of international students 
have been choosing to forgo a path to U.S. citizenship
and instead seek employment in places like China or
India, says Tim Luzader, executive director of career 
success at Purdue University. Career services direc-
tors at Purdue and several other top science schools 
have been developing plans to help students find 
jobs in their home countries, particularly in China.
The vast majority of students using the OPT program
are from India and China, according to data from 
U.S. Customs and Immigration Enforcement.

Some foreign students who left for spring break, 
or who returned home when their campus closed, 
haven’t been able to come back to the U.S. because 
of travel restrictions. They now say they’re no 

“It’s just really 
stressful and 
upsetting 
knowing that  
I might have  
to pack up and 
leave in a few 
days”
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● Puzzle masters are faced with a new riddle:
How to keep business going during a pandemic

sift through clues and open locks. It’s been a big hit. 
Tickets are sold out until June, and customers are 
logging in from as far away as Australia and India.

For escape rooms, adapting to business during 
the coronavirus pandemic has meant finding ways 
to bring games online, such as placing webcams 
in rooms and creating puzzle graphics to share 
with players. Instead of the usual instructions, like 
telling players not to open things by force, hosts 
give tips on how to share screens and use Google 
Drive. In one escape room, the session begins 
with the host asking, “Can I offer you something to 
drink ... from your own refrigerator?”

Billed as real-life adventure games, escape rooms 
combine a bit of mystery theater with puzzling, such 
as cracking a riddle or searching for a hidden key, 
to keep groups entertained and working together, 
making them popular for corporate team building. 
There were 2,350 escape room facilities in the U.S. 
in 2019, up from about two dozen in 2014, according 
to Room Escape Artist, a blog and industry tracking 
site. Most are small businesses, but there are also a 
handful of chains with dozens of sites. 

I’ve tried several during the pandemic. Over 
the past six weeks, I’ve virtually time-traveled to 
prevent a toxic explosion in Florida, uncovered 
the whereabouts of a missing Russian submarine 
in Amsterdam, secured critical Mafia documents 
in northern Germany, and lifted an evil curse in 
a fairy-tale forest in Seattle. Puzzle creators are 
tweaking their formulas to make them work better 
in the online world. While many have switched to 
a live camera that’s held or worn by the host, oth-
ers use prerecorded scenes of actual rooms or have 
gone entirely virtual. Still, it’s not been a smooth 
transition for everyone. Some aspects of game play, 
especially high-tech rooms with complicated sets 
and props, don’t translate to the small screen.

Julia Ivancenco, who owns Harz Escape in 
Wernigerode, Germany, adapted one of her older 
games, the mob-themed Don Vito Investigation, 
because of its small size and basic style. She’s 
charging less but making enough money to cover 
costs for now. “I can’t say it was the same as if 
we’d never been closed, but for us it was a really 
big rescue,” she says. April was busy, with more 
than 100 bookings, but Ivancenco is worried May 
could be slower as many enthusiasts have already
played her game. She’s working on a second but
also trying to persuade local authorities to ease 
restrictions on on-site visits.

For Seattle’s Puzzle Break, the day after lock-
down was a roller coaster of “how can we sur-
vive this,” says Chief Executive Officer Nate Martin. 
They got to work tweaking the Grimm Escape, 

THE BOTTOM LINE   Science and math grads from overseas are 
seeing their job offers withdrawn and could lose access to U.S. visa 
programs that feed big tech companies.

longer eligible to apply for OPT visas, which 
require applicants to be in the country when sub-
mitting their paperwork.

Nihal Pai, a 23-year-old computer science senior 
at Tufts University whose job offer was rescinded 
in late March, returned home to Singapore as it 
was closing its borders because he was concerned 
about what would happen if he got sick in the U.S. 
“I thought it wouldn’t be the safest place for a non-
U.S. citizen to be in terms of hospitals and health-
care resources,” he says. 

Pai had secured an OPT visa before he left, 
but his legal status is tied to employment. So if 
he doesn’t find a new position by the end of sum-
mer, he’ll lose the visa. “I’d like to come back to the 
U.S.,” he says, “but I don’t know when I’ll be able 
to safely return.” �Shelly Banjo and Olivia Carville

When Rock Avenue Escape Room closed in March—
in the middle of what is usually its busiest month—
owner Rob Faiella laid off three employees and 
wondered how the business would survive.

“What am I supposed to do, strap a GoPro to 
my head and have people call in?” he asked local 
business owners. Faiella, a computer programmer
who runs an escape room with his wife, Alison,
about 20 miles outside of Tampa, ended up doing 
exactly that.

He set out to turn an in-person game into a vir-
tual one. In the new game, which is played with cus-
tomers by videoconference, Faiella takes the role
of small-town mayor working to crack a missing-
person case. With a mobile phone strapped to his 
chest, he’s the players’ eyes, ears, and hands as they 

Anyone Feel 
The Need to
 Escape? 



21

P
H

O
T

O
G

R
A

P
H

S
B

Y
Z

A
C

K
W

IT
T

M
A

N
F

O
R

B
LO

O
M

B
E

R
G

B
U

S
IN

E
S

S
W

E
E

K
.D

A
TA

:E
S

C
A

P
E

R
O

O
M

A
R

T
IS

T

THE BOTTOM LINE Escape rooms have emptied during the
pandemic, so owners are reworking puzzles and story lines to
entertain an audience that’s stuck at home.

①

② ③

① Faiella has created 
a way to virtually 
experience escape 
room puzzles using a 
pair of iPhones attached 
to his body

② In Ready Mayor  
One, he’s a small-town 
mayor trying to crack  
a missing-person case

③ Players work with 
Faiella to open locks, 
find hidden objects, and 
solve puzzles

which revolves around a witch who’s cursed an 
enchanted forest. 

The company, which has designed games for 
Royal Caribbean Cruises Ltd., gets half its busi-
ness from consumers and half from corporate 
clients. In mid-April, it was ready to offer the 
Grimm Escape to corporate clients, and “almost 
as an afterthought,” it put up some time slots for 
consumer teams. They sold out in 12 hours. The 
schedule is now full one to two weeks out, and 
there are already large corporate bookings for the 
fourth quarter. “It’s not just a fun thing, which we 
also still need, but employers need to be able to 
build morale,” Martin says. 

Puzzle Break’s annual sales are normally north 
of $1 million, and it’s on track for 2020 to be its 
highest revenue year, Martin says. The company 

plans to continue this new business model after 
stay-at-home orders end. “This isn’t going to be a 
stop-gap measure to get us through the storm,” he 
says. “This has scarily high potential.”

Still, it’s not clear how many businesses can sur-
vive being all-virtual and for how long, says David 
Spira of Room Escape Artist. Rooms are charging 
less for online customers, but costs such as rent, 
insurance, and personnel remain. “These games 
cannot function as a full substitute for these com-
panies,” says Spira. “It’s a Band-Aid, and it’s defi-
nitely helping these companies stop the bleeding, 
but it is not going to turn them into the profitable 
businesses that they were.” �Dina Bass
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● How the world’s largest
money manager got hired by
the Fed to help save the market

When the Federal Reserve needed Wall Street’s help
with its pandemic rescue mission, it went straight to
Larry Fink. The BlackRock Inc. co-founder, chair-
man, and chief executive officer has become one
of the industry’s most important government whis-
perers. In contrast to other influential financiers
who’ve built on ties to President Trump, Fink pos-
sesses a power that’s more technocratic. BlackRock,
the world’s largest money manager, can do the things
governments need right now.

The company’s new assignment is a much bigger
version of one it took on after the 2008 financial cri-
sis, when the Federal Reserve enlisted it to dispose
of toxic mortgage securities from Bear Stearns & Co.
and American International Group Inc. This time it
will help the Fed prop up the entire corporate bond
market by purchasing, on the central bank’s behalf,
what could become a $750 billion portfolio of debt.

One part of the Fed’s plan is to buy bond exchange-
traded funds. BlackRock itself runs ETFs under the
iShares brand, and could end up buying funds it
manages. There are rules in place to avoid conflicts
of interest—for example, it won’t charge the Fed man-
agement fees on ETF shares. “BlackRock is acting
as a fiduciary to the Federal Reserve Bank of New
York,” says a spokesman for the company. “As such,
BlackRock will execute this mandate at the sole dis-
cretion of the bank, and in accordance with their
detailed investment guidelines.”

Still the arrangement is bringing new attention
to the company’s scale and ubiquity. “It’s impossi-
ble to think of BlackRock without thinking of them
as a fourth branch of government,” says William
Birdthistle, a professor at the Chicago-Kent College
of Law who studies the fund industry.

Fink was on the shortlist in 2012 to replace outgo-
ing Treasury Secretary Tim Geithner. Now he’s widely
viewed as a contender for that post in a possible Joe 
Biden administration. It isn’t clear how that would 
be received by the Democratic Party’s left flank. But 
Fink stands out for Wall Street-friendly members of 
the party who see value in the expertise of financiers. 

The company’s primary business, index fund man-
agement, has been hailed for making investing eas-
ier and cheaper. And while some of his funds hold 
shares of fossil fuel companies, making Fink the bête 
noire of some environmentalists, he urges companies 
to better prepare for the realities of climate change 
and pursue a purpose beyond simply profit. 

There’s probably no other financial institution that
brings to the table what BlackRock does. It’s experi-
enced in running large portfolios on behalf of oth-
ers. It’s ubiquitous in markets for everything from
passive, index-linked products to hands-on mutual
funds, with $6.5 trillion in assets under management
as of March 31. It’s the largest issuer of ETFs, which
act like mutual funds but trade on an exchange. It
actively manages more than $625 billion in bond
funds for pension plans and other institutional cli-
ents. Almost anyone looking to buy a diverse portfolio
quickly would consider BlackRock—and the Fed did
the same. In a virtual hearing of the Senate Banking
Committee on May 19, Fed Chairman Jerome Powell
said BlackRock was hired for its expertise and “it was
done very quickly due to the urgency” of the matter.

Beyond money management, BlackRock’s software
platform, Aladdin, appealed to the Fed. The program
evaluates risk for clients that include governments,
insurers, and rival wealth managers, monitoring
more than $20 trillion in assets. (Bloomberg LP, the
parent company of Bloomberg News, sells financial
software that competes with Aladdin.)

BlackRock has ascended to speed-dial status among
Washington officialdom in part through shrewd busi-
ness maneuvering. It scooped up Barclays Global
Investors, including its iShares ETF division, in the
fallout from the 2008 crisis. That gave BlackRock a
stronghold in low-cost index funds, transforming it into
the world’s largest asset manager almost overnight—
and supercharging more than a decade of growth.

At the same time, the money manager built a pow-
erful advocacy arm. Its sphere of influence reaches
beyond the central bank to lawmakers, presidents,
and government agency heads from both political par-
ties, though its hiring leans Democratic. Bloomberg
found only a handful of current BlackRock executives
who came out of the George W. Bush administra-
tion, but more than a dozen Barack Obama alumni.
These include Obama’s national security adviser,
senior adviser for climate policy, the former Federal
Reserve vice chairman he appointed, and numerous
White House, Treasury, and Fed economists.

Its influence is also global: The Bank of Canada 
tapped BlackRock in March as an adviser for its pur-
chases of commercial paper, the short-term debt that 
companies use to fund day-to-day expenses such as 
payroll. Last month the European Union hired the 
money manager to advise it on how to incorporate 
environmental, social, and governance practices into 
the way EU banks manage risk.

The Fed has also tapped Pacific Investment 
Management Co. to revive its 2008 role buying com-
mercial paper. And after evaluating responses to a 
request for proposals, the Fed chose State Street 
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▼ Top U.S. money 
managers, by assets 
under management at 
the end of 2019

BlackRock

$7.4t

Vanguard Group*

$6.2t

Fidelity Investments

$3.2t

State Street Global Adv.

$3.1t

J.P. Morgan Asset  
& Wealth Mgt.

$2.4t
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Corp. to act as the administrator and keeper of
securities for some of its emergency programs.

BlackRock, however, was handed three Fed
assignments without any competitive process—though
the Fed plans to rebid the contracts once the programs
are in full swing. BlackRock will manage portfolios of
corporate bonds and debt ETFs. It will do the same
for newly issued bonds—sometimes acting as the sole
buyer—and for up to 25% of bank-syndicated loans.
And it will purchase commercial mortgage-backed
securities from quasi-government agencies such as
Fannie Mae and Freddie Mac. 

BlackRock could reap as much as $48 million a year
in fees for its Fed work, according to a Bloomberg
analysis. That’s no windfall, especially in relation to
its $4.5 billion in earnings last year. But it may fur-
ther cement the money manager’s ties with policy-
makers. On May 12, BlackRock began the first stage
of these programs when it began buying ETFs. 

As with technology companies Facebook Inc. and
Alphabet Inc., BlackRock’s growth raises questions
over how big and useful a company can become before
its size poses a risk. The firm has long argued that,
unlike banks, it’s not making investments for itself
with tons of borrowed money. Watching over large
sums of money for clients doesn’t make its business
a threat to the broader financial system. 

With its latest assignment, that argument could
be harder to make, says Graham Steele, director
of the Corporations and Society Initiative at the
Stanford Graduate School of Business. “They are so
intertwined in the market and government that it’s
a really interesting tangle of conflicts,” says Steele,
who formerly worked at the Federal Reserve Bank of
San Francisco. “In the advocacy community there’s
an opinion that asset managers, and this one in par-
ticular, need greater oversight.” 

Already there are growing worries about the power
of BlackRock, Vanguard Group Inc., and State Street,
often called the Big Three because they hold about
80% of all indexed money. That raises concerns about
how they wield their voting power as shareholders
and has even drawn attention from antitrust officials.

BlackRock avoided being branded too big to fail
after the 2008 meltdown, when regulators weighed
whether big asset managers should be regarded as
systemically important. The concern then was that
funds could amplify market stress by rushing to sell
assets to meet client redemption demands. 

The current crisis, and BlackRock’s role in the
cleanup, comes with different risks. The company
could become a focus of public antagonism if things
don’t go well. It’s a massive corporation aiding the
central bank in a bailout that’s already been criti-
cized for favoring massive corporations. 

And then there are the potential conflicts. One arm
of BlackRock knows what the Fed is buying, while
other parts of the business participating in credit
markets could benefit from that knowledge. To avoid
conflicts, “there are stringent information barriers
in place,” says the BlackRock spokesman. BlackRock
employees working on the Fed programs must seg-
regate their operations from all other units, includ-
ing trading, brokerage, and sales. The fee waiver
on ETFs helps avoid the appearance of self-dealing.

But BlackRock’s contract with the Fed also acknowl-
edges that senior executives “may sit atop of the
information barrier” and “have access to confiden-
tial information on one side of a wall while carrying
out duties on the other side.” Staff working on the
Fed programs must go through a cooling-off period
before moving to jobs on the corporate side, but it
would last only two weeks.

Birdthistle, the Chicago-Kent law professor, sug-
gests the Fed could have made its process more com-
petitive by allocating some of its funds for buying
corporate credit to a group of asset managers from
the outset, instead of just one. “It raises the ques-
tion: Why did all the money have to go to one com-
pany?” he asks. “I get why BlackRock would be on
the list, but I don’t understand why it would be the
only one on the list.” �Annie Massa and Caleb Melby

● Equity prices are bouncing in a range as 
traders try to figure out how the economy will be 
reshaped by Covid-19

THE BOTTOM LINE When the Federal Reserve decided it needed
to step into U.S. corporate bond markets, it did what a lot of other
investors do and called BlackRock.

The bearish case for the U.S. stock market is so
obvious that it can be hard to believe there’s any 
argument—let alone that bulls have often been win-
ning it in the past few weeks. The U.S. economy 
is in the throes of such a deep economic down-
turn, with 36 million unemployment claims filed 
in the past eight weeks, that the word “depres-
sion” is being casually thrown around more and
more. In a sign of the stresses many companies are
facing in a locked-down world, a period of defla-
tion is upon us, with the core measure of consumer 

▼ Some of BlackRock’s 
government alumni 

▷ THOMAS DONILON 
Chairman of the 
BlackRock Investment 
Institute. Former Obama 
national security 
adviser.

▷ BRIAN DEESE 
Global head of 
sustainable investing. 
Former Obama senior 
adviser on climate.

▷ MEAGHAN MULDOON 
Global head of 
environmental, social, 
and governance 
integration. Spent about 
seven years as a fiscal 
and economic policy 
adviser in the Obama 
administration.

▷ STANLEY FISCHER 
Senior adviser to 
BlackRock. Former vice 
chairman of the Fed. 

Markets Are 
Stumped
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returns to Congress, with House Democrats’ latest
$3 trillion stimulus package pronounced dead on
arrival by the president and Senate Republicans.
And while the Fed theoretically holds a checkbook
filled with blank checks, some question if its efforts
will be enough to keep equities buoyant absent the
once-unthinkable notion that the central bank would
purchase equities outright. (It’s thinkable: Japan did
it years ago.)

“Whatever the Fed is doing here is not going to
increase a company’s cash flow that is needed to
meet their obligations,” says Peter Boockvar, chief
investment officer of Bleakley Financial Group.
“They can’t print earnings needed to pay interest
expenses. They can’t print jobs. They can’t create
antivirals and a vaccine and get people confident to
shop without risk until then.”

One more theory about the market: Many of the
big companies that dominated the S&P 500 before
Covid-19 were ahead of the curve in building busi-
nesses that don’t rely as much on people and are
well positioned to survive social distancing. “A lot
of the productivity investments that companies
made over time have allowed the absorption of this
shock of the elimination of a tremendous amount of
face-to-face work,” Joseph Fuller, professor of man-
agement practice at Harvard Business School, told
Bloomberg News.

Still, a chorus of some of the most respected
investors in modern history, including Bill Miller,
Paul Singer, Paul Tudor Jones, Stan Druckenmiller,
and David Tepper, have expressed doubt about the
durability of the rebound in stocks. The widespread
skepticism can be seen not only in the talk, but also
in the few real-time glimpses of hedge fund posi-
tions available. Net bets on a drop in S&P 500 e-mini
futures contracts, the favored tool of big-money
professional investors, are near records highs in
notional dollar terms.

Despite all the drama, the S&P 500 has basically
gone nowhere since early April. Markets seem a lit-
tle stuck: They don’t have clear enough informa-
tion about how bad things are, or about when things
might get better, to make the next big move. Recently
the market has been especially sensitive to any bit
of news about a potential coronavirus vaccine. But
even in a best-case scenaro, it will be several months
before a vaccine is widely available, and the eco-
nomic situation may get only murkier in the mean-
time. Investors need to think long and hard about
what the view could look like after the informational
fog lifts. �Michael P. Regan

prices declining in April by the most on record.
Hopes for a quick—or V-shaped—recovery are

fading as the reality sinks in that reopening the econ-
omy won’t necessarily cause consumer behavior 
to revert to its old form as long as Covid-19 contin-
ues to rage through the country; in the week ended 
May 16, the disease killed an average of more than 
1,400 Americans a day. Only a few major compa-
nies now expect a V-shaped rebound, according
to Goldman Sachs Group Inc.’s review of the first-
quarter earnings season. Most managers now expect 
the economic charts to look more like a “U” or an 
“L,” meaning the recovery will be slower and more 
gradual than optimists expected when the crisis 
began. About 180 of the companies in the S&P 500 
pulled their earnings guidance during the period, 
the Goldman report showed.

Federal Reserve Chair Jerome Powell has warned 
of an extended period of economic weakness sub-
ject to “significant downside risks,” and pushed 
back on the notion that the central bank would take 
its benchmark rate negative to stimulate the econ-
omy. Even the ghost of market volatility past—trade
tensions between the U.S. and China—has returned 
as President Trump seeks revenge for the damage 
done by a virus that started in China.

And yet, despite this apparent slam-dunk case
for a bear market, U.S. equities refuse to cooperate.
The S&P 500 index is down less than 10% so far this
year, and about a fifth of its stocks are actually up.
The Nasdaq 100, dominated by the biggest internet
and biotech stocks, which are serving as a haven in
this turmoil, is also higher this year.

What could possibly be keeping investors from
losing their cool? For one thing, Wall Street loves a
good acronym, and one that’s popular these days is
the old standby TINA—short for “there is no alter-
native” to stocks. TINA’s back in town, with interest
rates on ultrasafe Treasuries dancing closer to 0%
than they’ve ever been. In theory, that can make
some investors willing to pay higher valuations for
stocks. Even if the likely returns at today’s prices—
and with today’s risks—look low, in the eyes of many
investors, they still beat almost zero. That’s especially
true for pension and fund managers, who have to
hunt for return somewhere.

Another explanation is what Bloomberg Opinion’s
Noah Smith dubbed “the Golden Put,” a reference
to a type of options contract that protects inves-
tors against losses. The providers of this put are the
Federal Reserve, Congress, and President Trump,
who, the thinking goes, will do whatever it takes to
continue to mitigate the economic damage and, in
doing so, keep the equity market afloat.

That Golden Put may be tested as partisan fighting

THE BOTTOM LINE   Stock investors have responded to help from 
the Federal Reserve and a lack of high-yielding alternatives. But 
huge, unknown risks remain.  

▼ Value of long 
positions in S&P 500 
e-mini futures contracts 
minus short positions
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● The government was forced to take on a 
bigger role in 2008. That came in handy in 2020
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The pandemic has pulled Uncle Sam deeper
into the housing market again. This time he may
become too deeply embedded to ever leave.

With the economy shut down, unemployment
soaring, and no clear end in sight, policymakers
have been leaning on two mortgage companies the
government took control of during the last hous-
ing crisis, Fannie Mae and Freddie Mac. The com-
panies buy and guarantee home loans and then
package them to be sold in the bond market. And
now they’re at the heart of the government’s efforts
to rescue homebuyers, mortgage lenders and ser-
vicers, and some landlords. 

Even critics of government’s involvement in
housing have undergone a bit of a conversion.
“The private market can’t save us,” says Anthony
Sanders, a finance professor at George Mason
University who describes himself as a libertarian.
He was a steadfast advocate for paring down Fannie
and Freddie. “The tides have changed dramatically.
Now we realize without Fannie and Freddie, we’d
be in a world of hurt, because who else is going to
buy these mortgages?”

The Trump administration had been moving on
a plan to privatize the two companies. Then the 
virus hit and the market for private-label mortgage 
bonds—those not backed by Fannie and Freddie—
froze, with some of the firms that issue them put-
ting a halt on new loans. 

Government control of the mortgage giants gave 
policymakers and Congress a tool to provide eco-
nomic relief quickly. Borrowers can delay mort-
gage payments for as long as a year if they have a 
government-backed loan. Renters are temporarily 
protected from eviction if their landlords have fed-
erally backed loans. “The fact that 70% of the mar-
ket is federally backed has made this experience 
far less gruesome than it could have been,” says 
Julia Gordon, president of the National Community 
Stabilization Trust. “As imperfect as it is, we’re still 
in a better place than we were in 2007.”

Unlike many private companies, Fannie and 
Freddie have continued to buy mortgages as usual, 
and investors have continued to buy their bonds, 
which are viewed as backed by the U.S. government. 

That, in a nutshell, is the case for keeping Fannie and 
Freddie around: The government’s ability to shoul-
der mortgage risk keeps housing open to more buy-
ers, especially after a crisis when lenders run away 
from risk. “The fact is that the only part of the mort-
gage market working well right now is backed by 
the government,” says Jim Parrott, a former Obama 
administration housing adviser who now consults 
for lenders and other mortgage companies. 

While Trump officials say they’re still work-
ing on their plan to reduce the government’s
role in mortgages, that’s probably been pushed
off for months, if not years. Advocates of a bigger
private mortgage market note that the Fed gave 
an extra boost to government-backed mortgages 
by buying tens of billions of dollars in Fannie
and Freddie bonds. “You could look at it and
say that it’s only the government-backed sector
that has held up,” says Ed DeMarco, a former
acting director of Fannie and Freddie’s regula-
tor who now heads a trade group for large banks
and other lenders. “But I would suggest that it’s

▼ Mortgages are  
under strain

Housing Hasn’t 
Crashed—Yet
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THE BOTTOM LINE   Lawmakers were able to use Fannie and 
Freddie to get relief to Americans quickly. That may make it harder 
for the government to get out of the mortgage business. 

the government-backed sector that’s getting the
most support.”

The government is likely to move next to the
rental market, which could soon be swamped by
evictions. The residential real estate industry is lob-
bying for $100 billion to help make up the shortfall in
rents. But the U.S. will have to consider longer-term
help, from funding more affordable home construc-
tion to putting more money into rental vouchers as
the population of the newly poor expands, says
Mark Zandi, chief economist at Moody’s Analytics.

Sanders might even get behind those ideas,
too—as long as they’re temporary. “I’m still a
 l ibertarian,” he says. “Unfortunately, tempo-
rary programs have a strange habit of becoming
permanent policy.” —Joe Light and Prashant Gopal

When the coronavirus pandemic reached America’s
shores, bond traders knew exactly what to sell first.

In the span of four and a half weeks, from Feb. 19
to March 23, the gap between rates on U.S. Treasuries
and corporate bonds rated double-B, or just below
investment-grade, spiked to 8.65 percentage points
from 1.9 percentage points—a sign investors were
demanding higher premiums to take the extra risk.
That kind of punitive interest rate, unseen in more
than a decade, froze the market for new debt for all
but the bravest borrowers at a critical time.

Double-B credit ratings indicate a good deal of
risk, but not necessarily imminent default. This
blowup was something more. For veteran bond
traders, it wasn’t simply about the current market
but the one they feared was around the corner. For
years they warned about massive companies all too
happy to teeter on the brink of junk, gorging on
cheap debt while still clinging to triple-B grades.
AT&T, Boeing, and General Electric headlined the
more than $3 trillion of corporate securities that
were a shock away from losing their investment
grades. That seismic shift, it seemed, had arrived.

○ Before Covid-19, investors reached for yield 
and companies gorged on debt

Risk Takers

Then the Federal Reserve unleashed its own shock 
wave: It would backstop corporate America. What’s 
more, its $750 billion of corporate bond-buying facil-
ities would effectively ignore credit rating agen-
cies. If a company was investment-grade-worthy 
before Covid-19, that was enough to secure funding 
from the U.S. central bank. In one fell swoop, the 
Fed defused a powder keg. It wasn’t quite another 
too-big-to-fail moment, but it wasn’t far off. “They 
had to intervene here—this all just happened so 
quickly,” says Matt Daly, head of corporate bonds at 
Conning. “Many of these companies weren’t insol-
vent, but when push comes to shove, they had to 
have access to capital.”

Almost instantly, things went back to the way 
they were. Boeing Co., downgraded and refusing 
U.S. government assistance, easily borrowed $25 bil-
lion on April 30 in the sixth-largest corporate-debt 
deal ever. It capped a record $300 billion month 
for the investment-grade market. Federal Reserve 
Board Chair Jerome Powell chalked this up as a win. 
“There’s a tremendous amount of financing going 
on, and that’s a good thing,” he said at a press con-
ference on April 29.

The following day, after persistent lobbying by 
business groups, the Fed expanded its Main Street 
Lending Program to bring in more small and midsize 
enterprises, including those that had used a widely 
abused accounting technique to adjust results to 
make earnings appear stronger to secure loan deals. 
Global regulators had warned about this practice; 
now the Fed was tacitly endorsing it. It’s harder to 
spin that as winning.

When this crisis passes, central bankers may go 
soul-searching about their role in enabling the credit 
markets to reach this point. Namely, is $74 trillion 
of global nonfinancial corporate debt sustainable? 
What can the central bank do during the next expan-
sion to steer executives away from loading up their 
balance sheets with bonds and loans?

One answer they may consider: Raise inter-
est rates sooner. The Fed left its short-term rate 
locked near zero for an unprecedented stretch from 
December 2008 through December 2015. False starts 
and general unease about upsetting a slow recov-
ery left policymakers inclined to do nothing, even 
if it might have encouraged excessive borrowing 
among companies and risk-taking by investors. The 
Fed feared that if it raised rates the economy would 
wobble, debt-laden companies would topple, and 
it would just have to lower rates again.

Although corporate leverage didn’t bring about 
this economic crisis, the debt overhang could hinder 
any revival. The question for Fed officials is whether 
that cost should be an input into future policy 

○ PowellWhy the Fed
Rescued Risk Takers
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“We’ve had
a merger of
monetary and
fiscal policy”

● By buying bonds, central banks make it easier
for their governments to spend in a crisis

Policymakers around the world are blurring the lines
between borrowing the money they need and sim-
ply creating it.

Only public spending is keeping millions of house-
holds and businesses afloat right now. Governments
are running up some of history’s biggest budget defi-
cits. And they’re paying at least some of the bills with
what are effectively loans not from investors but from
their own central banks—debt that can be rolled over
indefinitely. Since a central bank creates the money it
lends with a few keyboard strokes, to some observers
this doesn’t seem so different from just printing the
cash the government needs. “We’ve had a merger of
monetary and fiscal policy,” says Paul McCulley, for-
mer chief economist at bond giant Pacific Investment
Management Co. “We’ve broken down the church-
and-state separation between the two.”

In the U.S., the Federal Reserve is set to buy
$3.5 trillion of bonds this year. Most of that will be

THE BOTTOM LINE The notion of governments and central banks
working in unison to print money makes some fear inflation. But to 
policymakers, today’s disaster outweighs that down-the-road risk. 

decisions. They are guided by a dual mandate 
of achieving maximum employment and stable 
inflation, but they’re also charged with maintain-
ing financial stability. If debt markets can’t hold up 
without the backing of what Neel Kashkari, presi-
dent of the Federal Reserve Bank of Minneapolis, 
has called “an infinite amount of cash” at the Fed, 
that doesn’t feel too secure. “It’s a tall order for 
them to try to balance meeting employment objec-
tives, inflation objectives, and financial stability—and
keep them all in sync,” says Colin Lundgren, global
head of fixed income at Columbia Threadneedle
Investments.

For central bankers to step back, they may need
to see fiscal policy—the things legislators do—playing
a stronger role in supporting the economy even
after the worst of this crisis subsides. Passing the
baton to elected officials would go a long way toward
resolving the Fed’s dilemma. �Brian Chappatta,
Bloomberg Opinion

THE BOTTOM LINE The need to rescue the economy from the
effect of the coronavirus also put the Fed in the uncomfortable
position of helping companies that had taken on extra risk.

Treasuries. Nobody knows when the bonds will be
offloaded into the hands of private investors, if they
ever are. Similar stories are playing out from Europe
to Japan and even in some emerging markets.

There’s a taboo against what’s known as “mon-
etizing debt” based on the fear of inflation. Central
banks have been kept apart from the rest of govern-
ment to prevent politicians from running the print-
ing presses and splashing too much money around.
McCulley says that autonomy will likely be needed
again one day. “It’s just not needed now,” he says.

Bond investors watch out for deficits and any hint
of monetization because inflation erodes the real
value of their holdings. With the pandemic, how-
ever, economists see the immediate threat coming
not from inflation but deflation—a drop in prices.

In rich countries, policy has been tilted that way
for years. The challenge has been to stimulate econ-
omies, not cool them down. After Japan became the
first country to hit zero rates in the late 1990s, its
finance ministers stepped up deficit spending while 
central bankers started buying up the resulting debt. 
A feared spike in inflation or flight from bond mar-
kets never happened. The debate was replayed all 
over the world after the 2008 crisis as more coun-
tries combined bigger budget deficits with quanti-
tative easing, in which central banks bought bonds. 

Policymakers may get more creative. Veteran inves-
tor George Soros has proposed that European Union 
states join forces to issue “perpetual bonds” that never 
have to be repaid, suggesting they might pay a cou-
pon rate of 0.5% or so. Lower that by a half-point, to 
zero, and the securities would be indistinguishable 
from a coin, says Alessandro Tentori, chief invest-
ment officer at Axa Investment Managers in Milan.

Governments and their central banks will likely 
stop short of overtly turning public debt into money, 
fearing the risk to monetary stability, says Nicola 
Mai, a portfolio manager at Pimco. “I don’t think 
you necessarily need that explicit cooperation,” he 
says. “It’s an implicit cooperation.” �Ben Holland, 
Liz Capo McCormick, and John Ainger

▲ Central banks can 
make more

The New Way to 
Print Money
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The coronavirus pandemic is pushing the develop-
ing world to the brink of a debt crisis. Wall Street’s
fund managers will be one hurdle to a solution.

Investors expect their coupon payments.
Emerging markets, which owe more than $8.4 tril-
lion in foreign currency debts, or about 30% of the
developing world’s gross domestic product, need to
fund health services as they deal with a global eco-
nomic crash and still come out the other side afloat.

Investors were drawn into emerging markets in
a hunt for higher yield, which always comes with
risk—even if few would have predicted a crisis quite
like the coronavirus. “For the private sector that
has lent, it’s going to be very, very difficult,” says
Bill Rhodes, a former Citigroup Inc. executive who
worked on several emerging-market debt restructur-
ings. Many investors are likely to take a hit.

Everyone agrees some relief is needed. The
questions are how much and who pays. The Group
of 20 leading economies backed a plan to suspend
debt payments from some poor countries through
the end of the year. The initiative, coordinated
by the Institute of International Finance, a trade
group that represents banks and financial insti-
tutions, is voluntary for lenders, and it excludes
10 countries that have dollar-denominated bonds
that are trading in distressed territory—among
them the Bahamas, Iraq, and Sri Lanka. One coun-
try, Ecuador, may become a prototype for future
deals, having already won approval from bondhold-
ers to postpone debt payments. 

One potential snag cited by the IIF is that the
money managers who hold emerging-market debt
have a fiduciary duty to look out for their clients’
interests. Negotiations will play out with a dif-
fuse group of creditors ranging from New York
hedge funds to Asian pension managers. “Private-
sector debt relief, I think, is just a nonstarter,” said
James Barrineau, head of emerging-market debt at
Schroder Investment in New York, during a con-
ference call with journalists. “It’s just a nightmare
trying to get these guys together to agree to that.
You have game theory problems, collective action
problems galore.”

Some managers hope a hold on payments
may not always be necessary. Virus-driven hard-
ships could be temporary, and governments

could find other ways to bridge funding gaps until
growth resumes, says Mike Conelius, who man-
ages emerging-market debt at T. Rowe Price Inc. in
Baltimore. For countries that can’t do that, investors
will want sweeteners, such as a promise of added
fees later, to preserve the long-term value of their
holdings in spite of the missed payments. He warns
against painting emerging-market countries with the
same brush. “Every one of them has unique circum-
stances, unique challenges, self-inflicted wounds,
and opportunities,” says Conelius.

Momentum is building in some quarters for
broader action. Relief may need to reach beyond the
list of poorest countries to include middle-income
economies and provide a longer-term rescheduling
or outright debt cancellation, Paris Club Chair Odile
Renaud-Basso told Bloomberg News. The Paris Club
is an informal group of creditor countries. “Some
countries may need more than just a moratorium
for six months or one year,” said Renaud-Basso. “We
may need deeper debt alleviation.”

Bondholders say there will be consequences
for debtors if payments are unilaterally halted.
“Countries are going to box themselves into a
situation where they’re unable to obtain mar-
ket financing,” says Hans Humes, chief execu-
tive officer of distressed debt investor Greylock
Capital Management. Private creditors represent-
ing more than $9 trillion of assets under manage-
ment, including Greylock, have formed a group to
negotiate debt relief for African nations, warning
of the risks of a blanket standstill on payments.

Barry Eichengreen, an economist at the
University of California at Berkeley and former
adviser to the International Monetary Fund, thinks
the hole that Covid-19 is putting in many econo-
mies will require that some debts be written down
and converted into new assets, with individual
and institutional investors bearing some of the
pain. Policymakers may be sanguine about that.
“Investment funds, unlike banks, are not highly
leveraged, so they can absorb losses without being
destabilized or destabilizing other parts of the finan-
cial system,” says Eichengreen. —Sydney Maki

THE BOTTOM LINE   Many developing countries are going to need 
to renegotiate their debts to avoid default. That won’t be easy when 
bonds are held by a wide group of funds and money managers.

○ Bond-holding funds will have to come to the 
table with countries facing huge Covid costs 

○ Humes

○ Eichengreen

○ Rhodes

A Debt Crunch
In Emerging Markets 
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A “yellow economy” has sprung up to cater to Hong Kongers  
who want greater autonomy from China

Dining Out 
For Democracy

During the darkest days of the coronavirus crisis
in Hong Kong, when restaurants were barely sur-
viving, an appeal went out on social media to save
Renee Cheung’s Dose. The restaurant is a “yellow”
business, meaning it openly supports Hong Kong’s
pro-democracy movement. Like-minded diners
answered the call—though they weren’t the ones
who normally frequent the city’s hip bar district.

Wearing masks and wielding walking sticks,
senior citizens climbed up steep Peel Street to wait
in a line 10 people deep outside Cheung’s restau-
rant. As an additional show of solidarity, some
paid much more than their meals cost, so that
Cheung’s $40-a-day take suddenly shot up to $900.

“The appeal actually saved my business,” says the
24-year-old, who has fashionably short hair and
tattooed arms. “The senior citizens thanked us, 
the younger generation, for what we are doing to 
support democracy.”

Similarly, at C+ Burger, sales sank when classes
at the nearby University of Hong Kong were
suspended during the protests last year, and they 
fell further when the territory’s citizens and com-
panies began taking precautions after the first case
of Covid-19 was confirmed in January. “Every single 
day, I would just sit here like a Buddha, waiting 
for business,” says owner Carrie Lau, 30. Then in 
February, an appeal on a yellow Facebook page 
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summoned a crowd to the tiny storefront, and 
Lau sold out her 100-burger inventory in just three 
hours. Business has been steady since. “If there 
were no protest movement,” she says, “I would 
never have survived.”

The restaurants are part of what Hong Kongers 
call the “yellow economic circle,” a loose affil-
iation of thousands of businesses that support 
the movement calling for universal suffrage and 
other political and legal rights not available to 
Chinese on the mainland. (The yellow is a nod to 
the American suffragists of the 1800s, who chose 
the color to identify their cause.) Starting last year 
with a handful of eateries that would sometimes
offer free drinks and food to pro-democracy pro-
testers, the circle has expanded to include hair
salons, florists, printers, pet groomers, accoun-
tants, lawyers, opticians, van delivery, pharma-
cies, tailors, jewelers, and more. It even has its
own chamber of commerce. 

Dozens of affinity groups have sprouted up on
Instagram, Facebook, and Telegram to help spread
the word. And there are at least a half-dozen apps
to guide politically conscious consumers to yellow
locales, some with maps that also show the location
of pro-government establishments in blue (a refer-
ence to the color of police uniforms) and neutral
ones in green.

Money and momentum are clearly behind the
yellow movement. In district council elections in
November, pro-democracy candidates trounced
the pro-Beijing side. In a March survey commis-
sioned by Reuters, supporters of the protests out-
numbered opponents by a ratio of roughly 2 to 1. 

To identify themselves as yellow, establishments
put up posters bearing protest slogans or depict-
ing demonstrators in heroic poses. Sometimes busi-
nesses are simply perceived as yellow. The large
supermarket, drugstore, and electronic-goods
chains owned by Li Ka-shing are considered by
many to be sympathetic to the cause, or at least not
opposed. The 91-year-old tycoon took out a news-
paper ad last year calling for an end to violence
without explicitly condemning the protesters, as
pro-government elites have repeatedly done.

Patronizing yellow businesses gives Hong
Kongers who sympathize with protesters’ political
goals a way to demonstrate with their pocketbooks
instead of in the streets. In an article published
in December, Simon X.H. Shen, a professor at
the Chinese University of Hong Kong, estimated
the market for yellow businesses could exceed
HK$100 billion ($12.9 billion).

“Since we have to spend money anyway,
we want to encourage and support the yellow

31

businesses,” says a middle-aged Hong Kong pro-
fessional who asked to be identified as Ms. Li. She
figures about 80% of all her spending happens
inside the yellow economy, and says she’s willing
to go far out of her way to patronize a restaurant
or store featured in one of the apps. That level of
dedication adds approximately HK$1,000 to Li’s
monthly expenses. “Most people don’t want busi-
nesses from China or that support China to earn
our money,” she says.

The battle for consumers’ loyalty is heating up
as Hong Kong’s economy struggles to get back on its
feet after sustaining a series of blows that include
the U.S.-China trade war, protests that frequently
paralyzed the city and drove away mainland tour-
ists, and the impact of measures to slow the spread
of the novel coronavirus. (Hong Kong has logged
just 1,056 cases of Covid-19 and four deaths.) Gross
domestic product contracted a record 8.9% in the
first three months of the year, on the heels of a 1.2%
decline in 2019, while unemployment has climbed
for seven months straight. The recovery is expected
to progress slowly: Among a group of 32 bank ana-
lysts surveyed by Bloomberg, the median GDP fore-
cast for the full year is a decline of 5%.

One of the key objectives of promoters of the
yellow economic circle is to lessen the territo-
ry’s dependence on China. “The yellow econo-
my’s goal long-term is about making structural
changes to Hong Kong’s economy,” says Kelvin
Lam, a Democratic Party district councilor who
was formerly a Greater China economist at HSBC
Holdings Plc. “We’re trying to implement this yel-
low economy so we don’t rely so much on Chinese
demand and supply.”

To further that goal, the movement has
piggybacked on the government’s campaign to 
lure manufacturing back to Hong Kong. Most of 
the territory’s garment, electronics, and toy facto-
ries decamped to the mainland in the 1980s and 

▲  C+ Burger
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’90s, which is why manufacturing now makes up
less than 3% of Hong Kong’s GDP, according to the
Federation of Hong Kong Industries. 

Among the crop of new businesses that have
flourished under the “Made in Hong Kong” ban-
ner are makers of natural soaps, facial products,
recycled toilet paper, and face masks (at least
three dozen companies, including one that makes
face coverings in yellow). While many of these
enterprises don’t advertise their political affilia-
tion, some are believed to be sympathetic to the
yellow cause.

“This is the first time in history we can see an
organized movement within the business sector
to step out and support the pro-democracy move-
ment,” says Brian C.H. Fong, a university professor
who founded the Hong Kong Business Association
of Sustainable Economy (HKBase), which acts as a
chamber of commerce for the yellow economy. The
50-member association is working to help its mem-
bers find products and suppliers in such places as
Taiwan and Southeast Asia instead of the mainland.

“If we can help reduce dependence on China from
100% to 50%, then we will have larger room to sup-
port democracy,” Fong says.

The yellow economy has become big enough to
draw criticism from Beijing officials who oversee
Hong Kong. After activists enlisted more than
2,300 merchants to offer discounts to yellow
patrons during the Golden Week holiday in May,
Hong Kong’s Liaison Office issued a statement
saying those who promote the yellow economic

circle are “ignoring the rules of the free market.” 
Pro-democracy activist Joshua Wong retorted 
via Twitter that people spending their money as 
they choose is “precisely the fulfillment of the 
free market.”

While the yellow movement has been instru-
mental in ensuring the survival of several
restaurants, a number of prominent “blue”
establishments have closed in recent months.
When the Jumbo Floating Restaurant in Aberdeen
Harbour laid off half its staff in January amid a cat-
astrophic drop in the mainland tourists whom it
relied on, no SOS call went out on social media to
rally yellow diners. The reason: Four months ear-
lier, Pansy Ho, the daughter of the restaurant’s
founder, had denounced Hong Kong protesters
in a speech at the United Nations Human Rights
Council in Geneva. Jumbo, which could seat as
many as 2,000 guests, closed its doors in March,
blaming the “impact of the current situation.”

Fulum Group Holdings said in February it 
was suspending operations at 20 of its 78 restau-
rants after one employee contracted Covid-19; the 
company never announced their reopening. Pro-
democracy supporters began boycotting Fulum 
after government supporters reportedly gathered 
at one of its locations in September before going 
out on the streets to beat up democracy protest-
ers in the pro-China neighborhood of North Point. 
Since the incident, shares in Fulum have fallen 
19%, more than double the decline in the overall 
Hang Seng Index. (Fulum didn’t reply to requests 
for comment. )

More than 1,000 restaurants have closed 
in recent months, according to Kwok Wang-
hing, chairman of the pro-government Eating 
Establishment Employees General Union, who 
declined to say whether those businesses are 
mainly blue. Kwok dismisses the yellow label as a 
“marketing tactic” that’s less important than the 
quality of the food. “It’s very dangerous when soci-
ety is divided into yellow and blue,” he says, noting
that some businesses had put up signs pretending
to be yellow to escape vandalism. 

To weed out fakers, some apps allow users
to post ratings and comments, ranking faith-
fulness to the cause (which is demonstrated by
actions such as giving freebies to protesters or
donating protective gear). But at the end of the 
day, the movement doesn’t mind the pretenders,
says Lam, the district councilor. “They are still
promoting the cause.”

T Tea House, located in a part of the city that 
was frequently the site of demonstrations, saw 
only a slight decline in business at the height 

◀  Hair Guys Salon
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of the coronavirus crisis, despite government
restrictions that required restaurants to operate
at 50% capacity and mandated that tables seat-
ing no more than four people be kept 5 feet apart.
Owner Ben Wong is known for feeding protesters
and allowing them to come into his restaurant to
recharge during clashes with police. He also sells
merchandise like protester action figures to sup-
port the movement.

“They come here because they can feel the yel-
low atmosphere, and they know we have the same
goal,” Wong says of his patrons, adding that the tra-
ditional Hong Kong cafe fare the restaurant serves
isn’t bad either. Sometimes when Wong and his wife
go out to dinner elsewhere, they discover other yel-
low supporters have paid their bill, he says.

Helping each other get by is part of the ethos. A
“big brother” figure in the movement known as Jar
Gor was able to obtain HK$200,000 in aid from the
government in March for his own business. He then
turned around and distributed the money among a
group of 20 struggling restaurants, soliciting nomi-
nations via yellow social media groups.

Mainichi, a small Japanese fusion eatery on the
fifth floor of an office tower on a Mong Kok street, a
frequent site of protests, was one of those selected.
The restaurant features murals depicting protest-
ers and a so-called Lennon Wall covered in Post-its
inscribed with inspirational phrases like “You Are

Not Alone” and “Never Forget!” Last year the pro-
prietor let student protesters order any meal they
liked and charged them just $2.60. “Being recog-
nized in the yellow circle, I felt very touched,” says
the 34-year-old owner, Chong, who declined to give
his first name.

Mainichi joined an alliance with nine other
neighborhood yellow businesses offering discounts
or perks to card-carrying supporters—a trend that’s
starting to spread to other parts of Hong Kong.
Jeffrey Cheong, the 35-year-old owner of Hair Guys
Salon, another member of the alliance, says that
after the protests started in 2019, he couldn’t bear
to hide his views any longer. He hung protest post-
ers on the walls and started selling inexpensive
memorabilia such as keychains, masks, and flags.
“I gained more customers than I lost,” he says.

Businesses with mainland operations or sup-
pliers prefer to remain adamantly neutral, even if
they’re part of the reindustrialization trend. Hong
Kong X’tals (pronounced “crystals”) Ltd. founder
Arthur Lee still makes quartz components for elec-
tronics at his factory in China. But after intellectual-
property theft there cost him HK$17 million, he 
recently started producing high-tech components 
for 5G telecom towers in Hong Kong, where he was 
born. That has the additional advantage of allowing 
him to skirt the 25% tariffs the U.S. levies on ship-
ments of such goods from China, though he now 

▲  T Tea House
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Deflation Stalks
The U.S.
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THE BOTTOM LINE Hong Kongers seeking greater political and
economic autonomy from China make up a consumer market that
could be worth as much as $13 billion to local businesses.

pays 8% duties to export to customers in China.
“In professional high-tech circles, we do not 

consider politics. We don’t want to touch yellow 
or blue, we just want to do our work,” Lee says. 
“But I’m 100% made in Hong Kong, born in Hong 
Kong, and as an engineer I’d like to do something 
for Hong Kong. The need to come back to Hong 
Kong is here, and the time is right.” 

The push to restructure the economy and move 
away from China is crucial, because boycotts and 
other types of consumer actions have a way of peter-
ing out, says HKBase’s Fong. But it will take time to 
see changes in the supply chain, he says.

year-over-year deflation in 2009. But an extended 
run can wreak considerable havoc. It’s a sign that 
“something else is royally screwed up in the econ-
omy,” says Jeffrey Fuhrer, a senior fellow at Harvard’s 
Kennedy School of Government. The last time the 
U.S. dealt with a deep and extended period of defla-
tion was 1930-33 during the Great Depression, when 
prices tumbled almost 25% over four years. 

Deflation can become more than just a symptom 
of deep dysfunction. It can be its own destructive 
force that makes a bad situation worse. Once it takes 
hold, consumers become evermore hesitant to make 
big-ticket purchases because that refrigerator, car, or 

If you’re old enough to remember the 1970s in the 
U.S., or if you’ve ever lived in a country with run-
away prices, you know the corrosive impact of high 
inflation and that awful feeling that your pay will 
never quite keep pace with the rising cost of every-
thing else. Against that, it sounds odd to say infla-
tion can ever be too low. But many economists had 
begun to worry about just that in recent years. And 
that was before the coronavirus pandemic.

With demand for many goods and services 
wiped out by efforts to contain the deadly out-
break, there’s a new concern that the economy’s 
sudden and severe stumble could lead to a dan-
gerous phenomenon known as deflation, when 
overall prices drop. “The risk is definitely toward 
deflation,” says Julia Coronado, president of 
Macropolicy Perspectives LLC. “We’re not quite 
forecasting it, but that’s where the risk lies, and 
that would contribute to rising business failures 
in a negative feedback loop.”

Americans are already getting the first taste of it. 
Food prices jumped in April, but overall inflation, 
as measured by the consumer price index, fell 0.8% 
from March. Another important measure, prices 
paid to U.S. producers, dropped 1.3%, the most in 
data going back to 2009.

If falling prices sound like an attractive sce-
nario, think again. A few such months can be eas-
ily weathered—the U.S. had eight straight months of 

In the meantime, the important thing, say the 
business owners in the yellow circle, is the idea 
of working toward a common cause—for their own 
survival and for democratic change. Says Cheung, 
the owner of Dose, as her staff begins opening 
doors and bringing bar tables and chairs outside to 
start the day: “The most special thing is not about 
the business alone, it’s about the spirit of joining 
together when things get difficult.” �Sheridan 
Prasso, with Natalie Lung

● Falling prices could become self-sustaining, 
prolonging the economic slump



addition to your house will all cost less if you wait a
year. Even if this occurs only at the margin of every
household budget, the accumulated impact can be
damaging, slowing an already faltering economy.

The key, says Robert Rich, director of the Center
for Inflation Research at the Cleveland Federal
Reserve, is where people think prices are going.
“If, somehow, these initial periods start to become
ingrained in people’s expectations, then we can get
into a very bad situation and a possible deflationary
spiral,” he says.

Deflation is also tough on borrowers. In a
healthy environment of largely steady 2% to 3%
annual inflation, if your income merely keeps pace
with prices, payments on your fixed-rate mortgage
or car loan become more affordable with every
passing year. That benefit disappears amid very
low inflation and can go into reverse if prices and
pay decline. In that case, your mortgage grows as
a proportion of your income.

Then there’s the factor that troubles central bank-
ers most about deflation: It’s hard to solve. When
inflation is running hot, the cure is painful but plain
enough: Jack up rates as high as it takes to put the
brakes on economic activity. That forces prices back
down as the resulting unemployment trims wages
and spending by individuals and businesses.

With deflation, it’s hard to do the reverse and get
rates low enough to provide the stimulus that will
drive an economy out of the ditch. Japan, which has
struggled through repeated bouts of deflation since
the 1990s, has seen only limited success with nega-
tive rates. Over the past 25 years, its economy has
averaged growth of less than 1% a year. “From a cen-
tral bank’s perspective, we understand what needs
to be done to bring down inflation,” Rich says. “But a
deflationary episode represents a much greater chal-
lenge. Once expectations change and become more
in tune with that environment, it becomes much
more difficult to achieve an inflation objective.”

Most economists see extended deflation as still
avoidable. Prices don’t have to recover to pre-crisis
levels; they simply need to stop falling. That should
occur with even a very modest level of growth in
the second half of this year.

More than one scenario might disrupt a
second-half recovery, however. An obvious one 
involves a resurgence of the virus should business 
reopenings prove premature. Even without that, the 
damage done since March could mount should too 
many companies fail to make it to the other side of 
the shutdown. In the view of many economists, that
puts the onus on Congress to pass another stimu-
lus package to prevent a wave of business bankrupt-
cies and stave off severe budget cuts by state and

local governments. “Right now, the odds of avoiding 
deflation are the odds of Congress and the adminis-
tration being willing to approve additional support 
for the economy,” says Bloomberg chief U.S. econ-
omist Carl Riccadonna. 

So far, Republicans have balked at the Democrats’ 
proposal for another massive relief bill, which would 

add $3 trillion in spending to $2.2 trillion already 
approved. Debate over a compromise is likely to 
continue for weeks.

Escaping the deflationary spiral, however, will 
still leave the U.S. economy in a vulnerable, Japan-
like spot. Pre-pandemic, annual CPI inflation in the 
U.S. over the past decade averaged just 1.8%. By 
the Fed’s preferred inflation measure, it was even 
lower, at 1.5%—half a point below the central bank’s 
2% target. 

That’s part of the reason interest rates never got 
very high after the last recession, and partly why 
the Fed had little room to cut them when Covid-19 
came along. With a tepid recovery on the horizon, 
that will leave inflation even lower for the foresee-
able future. 

This is just the trap the Fed hoped to avoid 
when, in 2019, it conducted a yearlong review of 
its policy framework, hoping to settle on a strat-
egy for getting inflation and rates to move higher. 
“The concerns that motivated the framework 
review seem kind of quaint today,” says Harvard’s 
Fuhrer, who until this year served as a senior pol-
icy adviser at the Federal Reserve Bank of Boston. 
“I would wager, if not predict, that problem comes 
back in worse shape than it was before the crisis.” 
�Christopher Condon
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THE BOTTOM LINE   The U.S. may experience an extended run of 
falling prices, but the country could yet avoid slipping into a Japan-
style deflationary spiral that would further sap growth. 
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● Fractures between nations 
leave a vacuum of leadership to 
deal with the virus’s aftershocks 

dramatic outlooks have a gloomy tinge, with polit-
ical alliances crumbling and economies unlikely to 
rebound fast enough to blunt the impact of hun-
dreds of millions of lost jobs.

Seams that were opening before the virus 
emerged are tearing apart faster. Bickering between 
the U.S. and China about the origins of and response 
to Covid-19 now threaten a trade deal that could help 
the world recover. A fight over distribution of an 
eventual vaccine is dividing allies. And the United 
Nations has been sidelined while autocratic govern-
ments have stepped up attacks on civil liberties.

Hopes that nations might momentarily set aside 
their differences to combat the coronavirus have 
largely evaporated. “This pandemic is about as close 

While the coronavirus pandemic wreaks havoc 
around much of the globe, political and business 
leaders are already starting to think about what the 
world might look like once the worst of the out-
break passes. 

The forecasts aren’t good.
Collapsing governments, famine, crushed econ-

omies, and emboldened extremists are all among 
the darkest post-pandemic scenarios. Yet even less 

So That 
Happened
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to an asteroid hitting the Earth as you can imagine in
terms of a common threat,” says Richard Fontaine,
chief executive officer at the Center for a New
American Security, a Washington think tank. “But
not only has there been no meaningful cooperation,
it’s become just another vector for competition.”

One of the first fights will be over access to
any lasting treatment or vaccine. French officials
erupted in early May when the CEO of Paris-based
pharmaceutical giant Sanofi said the U.S. may
get the company’s potential vaccine first, since
America helped fund the research. Many global
leaders argue that any vaccine should be viewed
as a public good, though inevitably some popula-
tions will have delayed access.

Other post-virus fractures are also emerging. The
U.S. shunned a Europe-led virtual meeting on May 4
to raise billions of dollars for a vaccine, and the five
permanent members of the UN Security Council
haven’t been able to agree on a resolution declaring
a global cease-fire—in part because the U.S. objected
to a reference to the World Health Organization,
which President Trump says is too close to China.

On a deeper level, there’s widespread unease
about the Trump administration’s repeated refusal
to relent in its maximum pressure campaign of
economic sanctions against Iran and Venezuela,
despite the privations suffered by those countries’
people as the virus rages.

As a result, one clear victim of the virus geo-
politically will be confidence in the U.S. The Trump
administration’s disdain for international insti-
tutions such as the UN, the WHO, and the World
Trade Organization has only grown during the out-
break. The newly aggressive stance—exemplified by
Secretary of State Mike Pompeo’s remark on May 3
that China “has a history of infecting the world”—
has some experts believing the U.S. is making a clean
break with the pre-virus world, even if Democrat Joe
Biden defeats Trump in November’s election.

Many nations, having seen an “America First”
response to the pandemic, will be wary of depend-
ing too much on Washington. The world’s big-
gest economy, home to many top universities
and researchers, was unable to secure enough
testing and medical equipment to cope with
Covid-19, which has now claimed more than 90,000
American lives. At the same time, China’s demands
for concessions in exchange for badly needed
equipment (often of low quality) and its continuing
refusal to allow a full investigation into the virus’s
origins make it a less appealing option for nations
caught between the superpowers.

“The corrosive damage runs pretty deep,”
says William Burns, president of the Carnegie

Endowment for International Peace and a former 
U.S. deputy secretary of state. “The pandemic cri-
sis is a painful accelerant of a lot of the trend lines 
on the international landscape—fragmentation 
among states, greater tendency to focus on nar-
row nationalism, [and] aggravation of major power 
competition and regional disorders.”

The economic damage inflicted by the virus 
could spark new migration crises. Algeria, which 
relies on oil for most of its revenue, announced 
it was slashing its budget by half amid plummet-
ing crude prices. Some experts fear a new wave of 
economic migrants fleeing from its shores on the 
Mediterranean to Europe.

The pandemic is expected to wipe out $8.5 tril-
lion in global output and could send 130 million 
people into extreme poverty, according to the UN. 
Already, more than 100 countries have appealed
to the International Monetary Fund for help as
Covid-19 eradicates other key sources of revenue 
such as tourism.

One winner, even if Trump stays in the White 
House, is big government. More than $8 trillion 
globally—including about $3 trillion in the U.S.—has 
already been deployed by governments worldwide 
trying to confront the virus. More will be coming, 
with the U.S. considering another stimulus package. 
“We’re going to see a larger government role in the 
economy, because that’s the only way of reinjecting 
something into it,” says Nathalie Tocci, director of 
the Italian Institute of International Affairs in Rome. 
“There will be a greater government role in the eco-
nomic recovery but also greater attention to avoid 
hostile takeovers, particularly with China in mind.”

With the U.S. still feeling some of the virus’s 
harshest impacts, China is trying to shape the 
narrative about the outbreak with an eye to what 
comes next. From the earliest days, it moved to 
silence domestic critics and doctors who spoke up 
about the virus, and it continues to seek to shut 
down calls from Australia and other countries 
for an investigation into the pandemic’s origins 
in Wuhan. Those actions have been so aggressive 
that several countries—including France, Nigeria, 
and Kazakhstan—have called in Chinese diplomats 
for complaint. “Neither China nor the U.S. come 
out of this looking good,” says Kathleen Hicks, 
senior vice president at the Center for Strategic 
and International Studies. “The real issue becomes, 
how do other players weigh those factors, their 
sense that the U.S. is less likely to lead?”

That’s left some countries looking to exploit 
opportunities while Beijing and Washington are dis-
tracted. Chief among them is Russia. Battling histor-
ically low popularity ratings at home, President 
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Trump’s Uphill 
Climb With 
Black Voters

Earlier this year, President Trump bet that his 
reelection hopes would be powered by a group 
that’s so far given him scant support: black voters. 
To entice them, his campaign bought a Super Bowl 
ad touting his work on criminal justice reform and 
announced grand plans to open “Black Voices for 
Trump” centers in battleground-state shopping 
areas to hand out buttons, hats, and sweatshirts 
that say “Woke.” At the time, a senior Trump official 
called them places “where the black community 
can come in and learn about what the president has 
done and help push forward his agenda.”

The coronavirus has dashed those plans—
possibly for good. With retail stores in much of the
country still shuttered, a Trump campaign official
says the plan for community centers is “on hold.”

Courting black voters was never going to be an
easy task. Exit polls showed Trump carried only 8%
of them in the 2016 presidential election, though that
was a slight improvement on Mitt Romney’s 6% in
2012. The coronavirus has made it even harder for
the president. Before the pandemic hit, the center-
piece of his pitch was that he’d driven black unem-
ployment to historic lows. But the April U.S. jobs
report showed that black unemployment has sky-
rocketed to almost 17%. It’s likely headed higher. 

At the same time, African Americans are dying
of Covid-19 at an alarmingly high rate: An analy-
sis of available state data by APM Research Lab
put the black death rate at 2.6 times the rate for
whites, while a different study found that heavily
black counties accounted for 58% of all Covid-19
deaths as of mid-April. Black families will also suf-
fer more economic pain in a recession. Researchers
at the Federal Reserve Bank of St. Louis say they’re
about 29% likelier than white families to fall seri-
ously behind on their debt. A May 6 YouGov poll
found that black respondents were less likely than 
whites or Hispanics to report having received a 
stimulus check.

THE BOTTOM LINE With increased hunger and extremism
looming because of the pandemic, the U.S. and China at 
loggerheads, and the UN sidelined, prepare for turbulence ahead. 

Vladimir Putin has used the chaos caused by 
the coronavirus to deepen his government’s influ-
ence in Syria and Libya. “This is all very conve-
nient for Putin, who is not strong enough to be the 
main leader but who can play with a wide range 
of partners,” says Alexander Dynkin, president of 
the Institute of World Economy and International 
Relations in Moscow, a state-run think tank. “There 
won’t be any global leaders for a while.”

Amid the pessimism, however, some believe
the notion of dashed U.S. leadership is overblown.
“We’ve been talking about the end of the American
century for a fifth of a century,” says Shadi Hamid,
a senior fellow at the Brookings Institution. “Seeing
this as the end of the American moment and saying
the U.S. will never be able to recover, I think that’s 
silly and overwrought.”

Either way, for poor countries, it’s a terrible 
moment for the world’s biggest players to fight. 
On May 14 the UN increased the amount of money 
it’s hoping to raise to fight the coronavirus and its 
aftershocks to $6.7 billion, triple what it was asking 
six weeks ago, warning that “the specter of multi-
ple famines looms.” 

In many countries across Africa and South 
America, another fear is that the full extent of the 
crisis isn’t even known. Brazil, where President Jair 
Bolsonaro has mocked the threat, has more than 
206,000 reported cases of Covid-19 and over 14,000 
deaths, numbers seen as underestimates. Yet the 
government is pressing on with efforts to reopen 
more sectors of Latin America’s biggest economy. 
At the same time, Colombia is militarizing its fron-
tier with Brazil to ward off the spread of new cases.

And in Africa, Ahunna Eziakonwa, the UN 
Development Programme’s director for the conti-
nent, has warned of “a complete collapse of econ-
omies and livelihoods.” Of particular concern is 
Zimbabwe, where more than half the population 
needs food aid and the economy had disintegrated 
even before the coronavirus hit.

With the pandemic still spreading fast in many 
poor countries as the Southern Hemisphere heads 
into winter, foreign policy priorities that shaped 
Trump’s first term are likely to recede in importance 
now. “It’s not the U.S. that will choose what it wants 
to focus on,” says Vali Nasr, a professor at Johns
Hopkins University and a senior State Department
adviser in the Obama administration. “The corona-
virus is going to decide.” �Nick Wadhams, with 
David Wainer, John Follain, Stepan Kravchenko, Ilya 
Arkhipov, Ania Nussbaum, and Sylvia Westall

▼ Americans who know 
someone who has been 
hospitalized or died 
as a result of having 
Covid-19, by race/
ethnicity

Black

Hispanic

White

27%

13

13

▼ Americans saying 
someone in their 
household has lost 
a job or taken a pay 
cut because of the 
coronavirus outbreak

Black

Hispanic

White

44%

61
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● A GOP push to win over African Americans stalls 
as Covid-19 hits their communities hard
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THE BOTTOM LINE The Trump campaign has shelved a plan to
open pop-up stores aimed at black voters but is still wooing them
online. With margins slim in swing states, it’s not a quixotic effort.

At least publicly, the Trump campaign isn’t 
backing off its push for black voters. “Whether it 
be record employment numbers, pushing crimi-
nal justice reform across the finish line, or increas-
ing funding for HBCUs [historically black colleges 
and universities], President Trump has been 
laser focused on growing opportunity for Black 
Americans,” campaign spokesman Ken Farnaso 
said in an emailed statement. “While COVID-19 has 
hit our economy and the Black community with 
an unexpected blow, President Trump’s proven 
record of success has prioritized the needs of Black 
America and should give every American the con-
fidence that they will bounce back once we defeat 
this invisible enemy.”

The idea that Trump could move his margins
with black voters took shape last year, as the econ-
omy boomed and unemployment reached new
lows. Some Trump strategists decided African
Americans represented a target of opportunity.
Although pre-pandemic surveys hardly painted a
rosy picture—a Jan. 17 Washington Post/Ipsos poll
found that 83% of black voters think the president
is a racist—several of his strategists noted that black
men had a more positive view of Trump than did
black women, and they thought that outreach and
celebrity surrogates could persuade more of them
to support the president. While Trump has no hope
of winning the black vote outright, “a few points of
African Americans moving in our direction is detri-
mental to the Democratic Party,” says a Republican
strategist close to the campaign.

Democrats generally agree that Trump’s ability
to improve his margins with black voters could be
decisive in close-fought swing states in November.
“Winning an election is a game of inches,” says
Cornell Belcher, a Democratic pollster who’s been
gauging political sentiment among black millen-
nials in swing states. “With enough attention and
resources and the right messaging, could Trump
win 2 percentage points more of support among
African Americans? I think it would be malpractice
for Democrats to think he can’t.”

With that goal in mind, the Trump campaign
told reporters in February that it planned to open
the Black Voices for Trump storefronts in seven
states: Florida, Georgia, Michigan, North Carolina,
Ohio, Pennsylvania, and Wisconsin.

Even though those retail outlets never opened,
the campaign has maintained its online outreach
efforts. On May 7 a Black Voices for Trump live-
stream featured a celebrity surrogate, former New
York Mets slugger Darryl Strawberry, part of a
weekly BVFT broadcast that’s so far received more
than 6 million views.

But the black population in several of the battle-
ground states where Trump’s campaign is wooing
black voters has been hit particularly hard by the
virus—especially in Michigan and Georgia. One
Trump strategist says this is becoming a source of 
growing concern inside the campaign.  

The crashing economy has alarmed the president 
and his allies into pushing to end state lockdowns. 
This will force black workers to bear additional risk, 
since they hold a disproportionate share of jobs that 
can’t be done remotely: Nearly a quarter work in 
the service industry, with an additional 16% in trans-
portation, delivery, and production, according to 
Bureau of Labor Statistics data. But some Democrats 
worry that the toll the pandemic is wreaking on the 
finances of younger African Americans could make 
them more susceptible to Trump’s entreaties. 

Belcher, who recently conducted focus groups 
of black millennials in Detroit, Charlotte, and 
Atlanta, emphasizes that many of them eschew tra-
ditional news platforms and don’t have a detailed 
understanding of candidates’ policy positions. In a 
world where the virus didn’t intervene, they’re the 
sort of people who might’ve wandered into a Black 
Voices for Trump store at the local mall.

If Democrats don’t take special care to reach 
out to them, Belcher says, Trump could still lure 
some away. “If African Americans are the ones 
hurting the most economically in the Covid crisis 
and Republicans are the only ones saying, ‘We’ve 
got to get the economy back open,’ I’m not so sure 
how that plays out,” he says. “There’s not been any 
significant movement among black voters in our 
own internal research. But that doesn’t mean there 
couldn’t be.” �Joshua Green

▲ Black supporters pray 
with President Trump 
at the White House on 
Feb. 27
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Trump is gambling on reopening the American economy  
early, even if it costs more lives. But that’s a false choice.
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We can reboot and still be safe. Here’s a realist’s guide  
to getting through the pandemic. By Peter Coy
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David Rocke, a mathematician at the University of California
at Davis, has been watching President Trump’s pandemic per-
formance with a scholar’s interest. The president’s touting of
(and now maybe even using) the rheumatism drug hydroxy-
chloroquine, his musing about injecting disinfectants, and his
egging on of armed anti-shutdown protesters all look to Rocke
like a species of what game theory calls “gambling for resur-
rection.” The concept is that if you’re behind in a game—say, a
presidential campaign—big, bold moves can make sense, even
if there’s only a small chance they will pay off. If someone
does stumble on a miracle cure for Covid-19, or the national
economy somehow gets going by Election Day, then both
Trump and the American people win. If the gambles fail, he’s
no worse off because he was probably going to lose the elec-
tion anyway. As for the American people, they could wind
up much worse off from his experiments. But if the president
has a bad Election Day, that won’t be his problem anymore.

From the perspective of game theory, Trump’s wager is
highly rational, says Rocke, who handled the math parts of
a 1995 book on gambling for resurrection called Optimal
Imperfection? Domestic Uncertainty and Institutions in
International Relations, which he wrote with the late politi-
cal scientist George Downs. On the other hand, Rocke allows
that the president may just be winging it. With Trump, he
says, “it’s very difficult to tell how much is craft and how
much is idiocy.”

The U.S. has gotten into a bad place from which there are
no good exits. It desperately needs to reopen the economy
and yet is vulnerable to a resurgence of disease if it does
so without careful preparation. The economy lost 20.5 mil-
lion jobs in April, and the unemployment rate rose to 14.7%.
At the same time, as of May 20 there have been more than
1.5 million cases of Covid-19 in the U.S. and almost 92,000
deaths, vs. 58,000 in the Vietnam War.

With the election approaching, it’s reasonable to assume
that Trump will double down on his gamble to get the econ-
omy to bounce back from what Bloomberg Economics calls
the sharpest decline since World War II. But what about
everybody else? What’s the right strategy—for companies,
Congress, state and local governments, and families—as
the U.S. begins to reopen with the virus still on the loose?
Consider this a realist’s guide to outlasting the pandemic.

There’s actually a fair chance that Trump’s bet will pay off.
Let’s say the number of new cases continues to fall nation-
ally, as it has in most of the world, because most people
continue to take precautions. Deaths remain elevated in nurs-
ing homes, prisons, and crowded multigenerational housing,
but the public regards that as an inevitable consequence of
the pandemic and doesn’t blame Trump. Democrats come
to be seen as silly hand-wringers or, worse, obstructionists
who tried to kill growth for political ends. Trump suddenly
has a good shot at winning a second term.

Two points about that scenario. One, allowing more vul-
nerable people to die is a choice, not an inevitability. Two,
there’s a risk that things will turn out much worse, with a

second or third national wave of infections that kills tens of
thousands or more.

The Trumpian framing device—lives vs. livelihoods—is a 
false choice. “Will some people be affected? Yes. Will some 
people be affected badly? Yes,” Trump told reporters during a 
factory visit on May 5. “But we have to get our country open, 
and we have to get it open soon.” In reality, reopening too 
soon is likely to cost both lives and livelihoods. The economy 
won’t regain full strength if people remain afraid to leave 
home or if fresh outbreaks force renewed closures. Other 
countries from Iceland to South Korea to New Zealand have 
shown that stopping the virus cold first is the most effective 
way to save the economy. Even then victory is not complete. 
China has imposed a new lockdown on more than 100 million 
people in its northeast amid fears that a flare-up there may 
have been caused by a harder-to-detect version. 

While Trump aspires to refill stadiums with fans, the hard 
reality is that, until there’s a vaccine, life will have to be 
different, and worse. Surviving the pandemic will be enor-
mously expensive, not only in dollar terms but in the changes 
people need to make, from mask-wearing to isolation of the 
elderly to bans on large gatherings. Months after the out-
break began, the U.S. remains short of reagents, swabs, and 
other materials needed for widespread testing and lacks
the infrastructure to trace the contacts of people who test
positive—critical components of any reopening plan.

Trump recently promised a vaccine by yearend. But as a
reality check, there are still no approved vaccines to prevent
Covid-19’s older cousins, 2012’s MERS and 2003’s SARS. “We 
have to find ways to live with the virus for now, and this is the 
new normal,” Takeshi Kasai, the World Health Organization’s 
regional director for the Western Pacific, said in a briefing 
on May 14. “As long as the virus is circulating in this inter-
connected world, and until we have a safe and effective vac-
cine, everybody remains at risk.”

The International Monetary Fund estimates that shutdowns
will destroy $9 trillion in world economic output in 2020 and
2021. If that’s true, then the world saves $375 billion for every
month by which it manages to shorten them. That huge sum
can be interpreted two ways—as a reason to reopen right away,
with safety as a secondary concern, or, better, as a justification
for spending crazy sums to make the reopening safe. Opening
only to shut down again just extends the pain and cost. But
government spending that accelerates development of a vac-
cine or effective antiviral treatment, allowing the economy to
open safely even a month or two earlier, will pay for itself many
times over. Subsidize the construction of multiple factories for
vaccines that are still undergoing testing just in case they pan
out, even though most probably won’t? Sure!

Covid-19 has changed everything. Things that made sense
before the pandemic don’t anymore, and things that were
absurd before the pandemic are reasonable and realistic now.
Spending gargantuan sums of taxpayer money is not wasteful
at all. To scrimp is penny-wise, pound-foolish.

The same logic argues for going big on aid to families P
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and businesses that have been harmed by the virus. Some
of the money will inevitably be cadged by unworthy parties,
providing fodder for investigative journalists and congressio-
nal committees. But in a crisis the perfect can be the enemy
of the good. There’s even a public-health angle: People who
are managing OK in a lockdown because of help from the
government won’t be so desperate to reopen economies.
That will save lives.

It’s hard to imagine that running up huge government defi-
cits could ever be a sound strategy. But then, the greatest
policy failure of the pandemic has been a failure of imagina-
tion: an inability to grasp the magnitude of this disaster and
the measures required to combat it. Trump was far from the
only myopic leader in the early going. British Prime Minister
Boris Johnson briefly gambled on letting the virus spread to
achieve herd immunity before coming down with Covid-19
himself. Even now the U.K., Italy, and France have more
fatalities per capita than the U.S. does. New York City’s ter-
rible outbreak is partly the fault of Mayor Bill de Blasio and
Governor Andrew Cuomo, who have feuded for years and
reacted tardily to the virus. Cuomo pushed de Blasio to close
city schools. But when de Blasio spoke of a shelter-in-place
order for the entire city, Cuomo initially opposed the idea,
saying on March 17 that “no city in the state can quarantine
itself without state approval.” 

The imagination that was absent at the start of the crisis
is more important now that the U.S. is attempting to emerge
from it. To defeat the virus, think like the virus. Not literally, of
course, since viruses don’t have brains or intent. We just need
to be aware that the best-laid plans for reopening are worth
nothing if they don’t factor in how the virus will respond to
them, probing for weaknesses in society’s defenses and flar-
ing up in inconvenient places. A single infected person enter-
ing an unexposed population “is like dropping a blob of ink
into clean water,” Kim Gang-lip, South Korea’s vice minister
of health, warned on May 8 after an outbreak at nightclubs. 

By now we know what works. The pandemic-fighting strat-
egy that was pioneered by China and applied successfully

elsewhere is to get the rate of new infections low enough 
that you can stamp out fresh flare-ups through testing and 
tracing. If there are too many active infections, though, 
testers and tracers won’t be able to keep up. They’d be fight-
ing a brushfire with a water pistol. 

That’s why in Wisconsin, where cases have been increas-
ing, Governor Tony Evers wanted to extend a stay-at-home 
order. But the state Supreme Court overruled him on May 13, 
and residents flocked to bars and restaurants. In Texas, armed 
militia members have guarded some establishments that 
opened illegally to keep police from shutting them down. 

With Trump presiding as divider-in-chief, Americans are 
fighting each other instead of the virus. The risk, of course, 
is more waves of infections. In the Spanish flu pandemic of 
1918-19, the second wave was bigger than the first. 

One pragmatic way out of this political logjam could be 
truly massive testing—enough to tamp down even a high infec-
tion rate. It could be coupled with contact tracing (page 16), 
which can be done using cellphone data as well as trained 
human tracers, some of whom could be people who lost 
jobs because of the pandemic. (Mike Bloomberg, the major-
ity owner of Bloomberg LP, is financing such an effort by New 
York state’s Department of Health.) 

But tracing is costly, and the U.S. isn’t prepared to do it on 
a massive scale. Fortunately, using nasal swabs to find and iso-
late asymptomatic carriers sharply reduces the spread of the 
virus even if it’s not accompanied by tracing of the carriers’ 
contacts, according to simulations by New York University 
economist Paul Romer. “To control this pandemic, and any 
future pandemic, the U.S. should make the investment nec-
essary to test people every two weeks, which would mean 
25 million tests per day on an ongoing basis,” he writes in a 
reopening “roadmap.” (The U.S. has done just over 12 million 
tests in total so far, according to the Covid Tracking Project, a 
volunteer project launched by the Atlantic magazine.)

To speed up a vaccine, Harvard economist Michael 
Kremer and others advocate government co-funding of 
research, development, and manufacturing. That’s 

MODELS ASSUME A WEEKLY 20% DROP IN CONTACT IN COUNTIES WITH STAY-AT-HOME ORDERS WHERE WEEKLY CASES ARE GROWING.
FORECASTS AS OF MAY 17. DATA: JEFF SHAMAN’S LAB AT THE COLUMBIA UNIVERSITY MAILMAN SCHOOL OF PUBLIC HEALTH

Forecast of Daily New Cases of Covid-19 in the U.S. Using Models of Renewed Social Activity in Reopened Counties
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Reopening Along Party Lines
People in states Trump carried are increasing their movement 
more than those in states Clinton won

*THE EARLY 2020 BASELINE IS THE MEDIAN VALUE FOR THE CORRESPONDING DAY OF THE WEEK DURING THE FIVE-WEEK PERIOD FROM JAN. 3 TO FEB. 6. 
DATA: GOOGLE COMMUNITY MOBILITY REPORT

States voting Republican in 2016 States voting Democratic in 2016

Transit stations
▼35%
National change 
in visits

▼30%

▼26%

▲7%

▲9%

Retail and recreation

Workplaces
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Parks

Change in visits to locations from early 2020* to May 9
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because vaccine makers won’t invest as much as society
needs them to if they bear all the risk. To make sure the com-
panies have skin in the game, some of their compensation
from governments would come at the back end in the form
of guaranteed fixed-price purchases of vaccines that meet
standards of safety and effectiveness.

Another way to accelerate things is a so-called challenge
trial of a vaccine, in which experimenters deliberately infect
volunteers instead of waiting for subjects to get exposed by
chance. A group called 1 Day Sooner has lined up thousands
of young, healthy altruists who are willing to risk getting sick.
And survivors of Covid-19, with antibodies to prove it, are
stepping up to work amid contagion in the belief that they
have at least some immunity. 

For business, the primary concern is keeping employ-
ees and customers safe while restarting the engines of com-
merce. One concept is the “quaranteam”—a small group of
people who mingle with each other but remain socially dis-
tant from other quaranteams. A more straightforward idea
is to just keep working from home, where that’s possible.
Videoconferencing is here to stay. Jimmy Etheredge, chief
executive officer of North America for Accenture Plc, says his
consulting organization’s productivity metrics were higher
in March and April than in January and February. Some jobs
that require a physical presence can be restructured to mini-
mize contact: It’s already common in parts of the country for
cashiers to be separated from customers by plastic shields. 

As punishing as a comprehensive shutdown is, it has the
advantage of clarity. Reopening is baffling: Who, how much,
and when are all in question and in flux. Trump has left the
tough decisions to the states, despite tweeting in April that
reopening is “the decision of the President” and later bash-
ing Democratic governors who followed his own administra-
tion’s guidelines in delaying reopening. Police departments
are being put in a difficult position, having to enforce rules
that are constantly changing as the pandemic itself changes.
“Police officers are not social workers. They’re not homeless
outreach coordinators. They’re not medical professionals,”
says Monifa Bandele, senior vice president of MomsRising
.org, which has protested heavy-handed enforcement of stay-
at-home orders in minority neighborhoods.

As in the case of vaccine development, it’s worth spend-
ing a lot of time and money to enable safe reopening because
the cost of staying shut is so enormous. Thinned-out seat-
ing in offices and public places and on planes and trains
is better than no seating at all. Likewise, why not carefully
reopen schools, but tell children who live with their grand-
parents or have other complications that they’ll have to con-
tinue learning online? Better some students in the classroom
than none. The end of social distancing increases the peril
to residents of nursing homes, because it means their staffs
will be more exposed to the virus while at home. So why not
pay workers extra to live on the premises? The government
could help cover the cost.

Speaking of cost, the war against Covid-19 is not going to

get any cheaper. Trump and the Republicans in Congress have
supported heavy spending to fight the virus and the economic
downturn, but they seem to be retreating before the battle
is over. Senate Majority Leader Mitch McConnell opposes a
$3 trillion stimulus bill the House of Representatives passed
on May 15. It includes more than $1 trillion for state and local
governments, which are bearing much of the expense of fight-
ing the pandemic, along with a new round of $1,200 checks
for families. One reason the GOP opposes the bill is that it’s
stuffed with partisan measures, such as reductions in immi-
gration enforcement. Another is that senators want to pause
to gauge the effect of previous stimulus. “It’s always interest-
ing to see how much patience some people have with the pain
and suffering of other people,” Speaker Nancy Pelosi said on
the House floor before the vote.

Deficit spending can be problematic, but in the depths of
a recession it’s necessary. Even Federal Reserve Chairman
Jerome Powell, who’s paid to worry about inflation, said in a
May 13 speech that “additional fiscal support could be costly
but worth it, if it helps avoid long-term economic damage
and leaves us with a stronger recovery.”

Gambling on a resurrection is one of the pathologies that
can emerge from what finance types call the principal/agent
problem: the potential for misalignment of interests between
the principal (in this case, the American people) and the
agent who works for them (in this case, Trump). In business,
the fix for a principal/agent problem is for shareholders to
have the information and power to control the CEO.

With Covid-19, a further complication is that the American
people aren’t speaking with one voice. The pandemic and the
struggle over reopening are dividing Americans along famil-
iar lines: red states vs. blue, country vs. city, Sean Hannity
vs. Anderson Cooper. That’s unfortunate because fight-
ing the coronavirus requires a united front. It thrives in an
unprotected nursing home, on a beach crowded with blithe
young people, in a boarding house jammed with low-paid
migrant workers. From there it spreads. As with injustice, an
outbreak anywhere is an outbreak everywhere. <BW>

*MEDIAN ATTENDANCE ON SAME WEEKDAYS IN JANUARY.
DATA: BUREAU OF LABOR STATISTICS, HOMEBASE
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than ever. He’s also a damn fine entrepreneur,  
and his startup SpaceX is about to make history

By Ashlee Vance
Illustrations by Arno
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I
f all goes well, on May 27 two
American astronauts, Bob Behnken
and Doug Hurley, will ride in a Tesla
electric car to a Florida launch-

pad, hop out, and then climb into
the nose of a Falcon 9 rocket built by
Elon Musk’s SpaceX. They’ll strap in
before a bank of superslick touch-
screens, as opposed to a Cold War-
era clutter of buttons and knobs. The
rocket will blast off at 4:33 p.m. EDT
and dock with the International Space
Station about 19 hours later. It will be
the first privately built rocket and cap-
sule ever to put humans into space, as
well as the first time in almost a decade
that an American spacecraft will ferry
Americans into space from American
soil. In another era and under slightly
different circumstances, this event
would be the whole, glorious story.
Immigrant rocket man ferries brave
patriots into the heavens. Plop some
ice cream on the apple pie, pass the
Budweisers around, and let the live-
streamed adrenaline loose on the imag-
inations of millions of kids.

Alas, we do not live in such times. We
have a Twitter President and all the tre-
mendous, very big, super-duper baggage
that comes with him. We have a Space
Force. We have a virus run amok. And,
in Musk, we have a Twitter Business Icon
with his own impressive set of baggage.
So the moment of achievement is com-
plicated. Sort of like The Right Stuff meets
The Electric Kool-Aid Acid Test where the
idea that “anything is possible” is as
unnerving as it is encouraging.

As Musk’s biographer, I’ve spent
years watching how he operates and
affects everyone and everything in his
orbit, from SpaceX to that other com-
pany he runs, Tesla Inc. During inter-
views, he can be loquacious to the point
of oversharing—and then shut down for
weeks or months after some perceived
slight. We’ve had periods of intense
and fruitful interactions, though my
book left me in the Musk doghouse for
quite a while. The odd e-mail returned.
The odd phone call about his desire
to reenact the police raid on Kim
Dotcom’s compound if he ever visits
New Zealand. But silence, mostly. Yet

here we are, at the leaving-the-planet
part of the pandemic, which would cer-
tainly qualify as a giant leap for Musk.
Sure enough, he called late on May 17.

“It’s pretty intense days,” Musk says,
revealing nothing about his where-
abouts other than being two hours late
for a dinner.

A lot can go wrong with a rocket
launch, obviously, from inclement
weather to much worse. The only rea-
son NASA entertained the idea of put-
ting astronauts in a rocket built entirely
by a private company is that SpaceX has
proven itself a remarkably dependable,
relatively low-price, competently man-
aged operation. Over the past decade,
it’s launched about 100 rockets, landed
many of them safely back on Earth, and
come to dominate the industry, while
being valued at close to $40 billion. It
took the effort of many clever, hard-
working people to pull this off, but it’s
Elon Musk in all his audacious, volatile
glory that made such a thing possible in
the first place.

Even the most fervent Musk hater,
of whom there are plenty in the U.S.,
has to feel some twinge of pride. At a
moment when the American Empire can
seem to be in decline, here’s a clear sign
that great things remain possible and
that humans have much left to achieve.
“America is still the land of opportunity
more than any other place, for sure,”
Musk says, waxing patriotic. “There is
definitely no other country where I could
have done this—immigrant or not.” That
it’s a multibillionaire, Covid-19-truthing,
entrepreneurial huckster/hero delivering
this message is pretty much perfect for
America in 2020. 

 L
ike President Trump, Musk uses
Twitter as a mainline into the
id. But even by Musk’s flam-
boyant standards, the last cou-

ple of months have been exceptional.
He’s vowed to sell almost all his posses-
sions, announced the birth of his son,
named X Æ A-12 (pronounced ex-ash-
A-twelve), described Tesla as being
overvalued, recited the lyrics to The
Star-Spangled Banner, and made sure
that everyone knows “Facebook sucks.”

The real juice, though, has come on the 
topic of the coronavirus, where Musk 
has emerged as one of the most prom-
inent advocates of reopening society 
and one of the most vocal downplay-
ers of the virus’s effects.

He predicted in March that the U.S. 
would see “probably close to zero new 
cases” by the end of April, which was 
obviously wrong. Like Trump, he’s pro-
moted the use of chloroquine, which 
doctors have warned is unproven to 
help with Covid-19 and can be very 
harmful. There have been no calls to 
inject Lysol but plenty of armchair 
epidemiology. And, on the subject of 
reopening, Musk has been less than 
subtle with such memorable tweets as 
“Give people their freedom back!” and 
“FREE AMERICA NOW.”

Ricardo Reyes, who served two tours 
of duty as Tesla’s communications chief, 
saw all of this and tweeted, “My lord. 
Seems Gorilla’s way out of the cage … 
And knows exactly what he’s doing.” As 
if to prove his former employee right on 
both counts, Musk on May 11 announced
he would reopen Tesla’s Silicon Valley
car factory in the most high-on-Twitter-
dopamine way: “Tesla is restarting pro-
duction today against Alameda County 
rules,” he posted. “I will be on the 
line with everyone else. If anyone is 
arrested, I ask that it only be me.” After 
additional threats to pull Tesla out of 
California and move to a more hospi-
table state, Musk got his way, and Tesla
was given the all-clear to reopen.

As for the virus and his predictions
of its imminent disappearance, Musk
refuses to back down, despite clear evi-
dence to the contrary. “I think the sta-
tistics became unreliable at the point at
which they included those who weren’t
actually tested for Covid but simply had
Covid-like symptoms,” he says. “The sta-
tistics became bogus probably around
mid-April. There’s about a hundred
Covid-like symptoms. Basically any-
thing. And then the stimulus bill gave
a major incentive to have someone
regarded as having Covid. The data is
no longer valid. That said, I would say I
was off by maybe three or four weeks.”
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faked sounds especially abhorrent
coming from someone who tends to cele-
brate science. But Musk has always been
a provocateur. It’s only in recent years
that those outside his inner circle or who
don’t work at his companies have been

able to witness the Full Elon firsthand.
He’s basically become a religious fig-

ure on Twitter. The true believers think
he can do no wrong and celebrate any
position he takes even if it seems to con-
tradict past positions or simple com-
mon sense. As in, is he pro-science
and fighting climate change or anti-
science and denying the spread of the
coronavirus? The true believers don’t
care. Conversely, there are the hordes
of people who detest everything Musk
does. They think he’s an outright fraud
who lies and cheats and will do anything
to make a buck.

The pandemic tweets, though, have
made it harder to tell what’s up and
what’s down in Musk Land. He’s been
distrusted by a certain breed of conser-
vative for years simply for producing
electric cars and sounding the alarm
on climate change. And now suddenly
Musk’s reopening demands—combined
with tweets supporting fringe right-wing
causes—have aligned him with plenty of
voices on the right. Texas, which tried
long and hard to ban Tesla from selling

or servicing its cars in the home state
of Big Oil, has politicians stepping over
each other to welcome Musk and his
factories. True, many people, even in
Texas, have bought Teslas to virtue-
signal their love of the planet and hope 

for a better future. But the 
symbolism turns quickly if 
you believe the workers mak-
ing the car are risking their 
health on the factory line. 

Among the many ques-
tions Musk’s recent behav-
ior raises is, Why tweet at 
all? Why risk alienating your 
base and fraying the goodwill 
of the superfans? Also, why 
spend your limited free time 
in a virtual cesspool?

“It’s hard to make every-
one happy, especially on 
Twitter,” Musk says. “Look, 
you can either say things 
that are not controversial at
all, and then you’re boring,
and nobody cares. Some of
the things I say, I would like
to retract them. It’s not like I

stand by all the tweets I’ve ever done.
Some of them were definitely extremely
dumb. On balance, the good outweighs
the bad. It’s a means of communicating
directly to the people without having to
go through the press.”

 B
illionaires are not in vogue at
the moment—especially tech
billionaires. To Musk’s point
about going around journal-

ists, the tech press—after years and
years of celebrating young, rich geeks—
seems to have decided they can now
do no right and have ruined civiliza-
tion. But to the extent that there’s still
room for nuance and complexity in the
world, consider Musk’s unlikely and
remarkable story.

He grew up in South Africa and had
the good fortune of doing so in an upper-
middle-class home. But that’s more or
less where the good fortune ended.
His parents divorced. He was bullied at
school. And he had a disastrous relation-
ship with his father. At 17, Musk decided
to leave home, heading first to Canada

and then the U.S. for university. “When 
I told my father I was leaving, he said I 
was going to fail and would be back in 
three months,” Musk says.

Some of his most vocal detractors 
have promoted the idea that Musk, like 
Trump, began his career backed by the 
deep pockets of dear old dad. Errol 
Musk, an engineer, owned a small per-
centage of an emerald mine and had a 
couple of good years before the mine 
went bust and wiped out his invest-
ment. Musk readily jumps onto Twitter 
to refute the charges that his empire was 
forged with the aid of family wealth, and 
part of the reason he wanted to talk to 
me—rather comically given the rocket 
launch and, well, trolls—was because the 
jabs bug him, and he hopes to set the 
record straight. For what it’s worth, my 
reporting, based on conversations with 
hundreds of people, confirms Musk’s 
story. Regardless of your opinion of him, 
he is a self-made billionaire.

“I paid my own way through
college—through student loans, schol-
arships, working jobs—and ended up 
with $100,000 of student debt,” Musk 
says. “I started my first company with 
$2,500, and I had one computer and a 
car that I bought for $1,400, and all that 
debt. It would have been great if some-
one was paying for my college, but my 
dad had neither the ability nor the incli-
nation to do so.” 

Fast-forward to 2001. Musk is sit-
ting poolside at the Hard Rock Hotel 
& Casino in Las Vegas. The Nasdaq has 
crashed. Sept. 11 is coming. But life is 
pretty good for Musk. The company he 
co-founded, PayPal, is about to go pub-
lic. His stake will soon be worth roughly 
$160 million, and he’s celebrating in a 
cabana with some friends, amid the 
boozy, nearly naked masses. Only he’s 
celebrating like Musk celebrates. “Elon 
is there reading some obscure Soviet 
rocket manual that was all moldy and 
looked like it had been bought on EBay,” 
Kevin Hartz, one of the PayPal crew, 
told me for my book. “He was studying 
it and talking openly about space travel 
and changing the world.”

The Musk sitting by that pool was 
coming on 30 and, while wealthy

“IT’S NOT LIKE  
I STAND BY ALL  

THE TWEETS  
I’VE EVER DONE. 
SOME OF THEM 

WERE DEFINITELY 
EXTREMELY DUMB. 

ON BALANCE,  
THE

OUTWEIGHS
THE BAD”

GOOD
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and plenty full of confidence, was far
from the outsize persona that rampages
across Twitter today. That Musk was
closer to the awkward loner from South
Africa who still had room for self-doubt.
He was wandering around in an existen-
tial funk, trying to figure out what to do
with his money and his life.

Among the least financially advisable
projects imaginable for someone in that
position would be to start a rocket com-
pany. Rockets are national projects. They
cost billions of dollars to develop and
manufacture. Governments make them
via the hard work of thousands of people
spread out over many years. The handful

of wealthy space enthusiasts who’d tried
to make rockets in the past gave up after
setting fire to their fortunes. The lesson
being that one does not pivot into rock-
ets on a midcareer whim. And you defi-
nitely don’t do it because you think it
would be cool to put a small greenhouse
on Mars that earthlings could all watch
via the internet, Musk’s actual founding
idea for SpaceX.

Cut to 2008, and things are not going
well. SpaceX’s first three rockets have
either blown up or failed to reach orbit.
Tesla is verging on bankruptcy after
struggling to get its first car to market.
Musk has ripped through his PayPal
money, trying to keep both of his com-
panies alive. In the background of all
this, the financial markets are cratering,

real car companies are going under,
and Musk is getting a divorce from the
mother of his five boys. The only way
out of the financial part of this mess is
to persuade investors watching their
portfolios collapse to take one more
chance on Tesla and make NASA, if not
you, believe in a space startup by get-
ting the last remaining SpaceX rocket in
the factory to orbit. (The way out of the
personal mess turned out to be dating
a talented and beautiful young actress,
Talulah Riley.)

That Musk somehow emerged from
this with both companies intact is
lottery-odds improbable. If we really are

living in a simulation, as Musk
has suggested, it’s the only
one you could run where both
SpaceX and Tesla survive.

Since then, Musk has built
vast rocket, car, and battery
factories. He’s employed
tens of thousands of peo-
ple, created a worldwide
car-charging network, fig-
ured out reusable rockets,
started an artificial intelli-
gence software company,
dug tunnels for high-speed
transport, founded a brain-
machine-interface startup, 
and constructed a high-speed 
internet system … in space. 
(How’s your sourdough 
starter going?)

That he can be a tyrant to those 
helping him create all of this stuff is no 
secret. And, as regulators would attest, 
his business tactics and behavior can 
oscillate between infuriating and appall-
ing. Yet at a time when America doesn’t 
seem the best at doing stuff, the guy gets 
a lot of stuff done. Part of the reason 
Musk is under fire for pushing to open 
his factories is because he actually has 
factories to open. “People should value 
manufacturing—the world of atoms vs. 
the world of bits—far more,” he says. “It 
is looked down upon by many, which is 
just not right.”

Musk has railed against Silicon 
Valley’s squandered brilliance for 
years, and he has a point. The Bay Area, 
home to Tesla and its car plant, boasts 

the world’s top engineers, biggest tech 
companies, and wealthiest people, as 
well as some of the finest universities 
and hospitals. Yet precious few ideas 
have emerged here about reopening the 
economy, even as the local daily deaths 
from Covid-19 have neared zero. The 
Silicon Valleyites who talk often about 
saving the world with their apps and 
baubles have been missing in action 
when the world actually needs saving. 

Musk, true to form, says he won’t wait 
for people to figure out how to turn the 
economy back on. “SpaceX has been 
working this entire time, because we 
have a national security exemption,” 
he tells me. “We’ve had 8,000 people 
working full time through the whole 
pandemic. We’ve had zero serious ill-
nesses or deaths despite working in L.A., 
Washington, Texas, and Florida. It’s more 
of the same in China [for Tesla], with 
7,000 people. I think when the dust set-
tles it will be obvious this was much less 
of an issue than people thought.”

T
he great irony in Musk’s pan-
demic denialism is that pan-
demics are the sort of thing 
that SpaceX was built to 

free us from. While the mission to the 
ISS may be a defining moment in his 
career, it’s only a steppingstone toward 
his company’s much bigger ambitions. 
Musk wants to build a human colony on 
Mars, in part to make people dream big, 
and in part to give us a backup plan for 
the human species in case of an asteroid 
strike or, you know, a plague. SpaceX 
engineers are busy constructing a mas-
sive craft called Starship meant to take 
humans to, as it says on the website, 
“the Moon, Mars and Beyond.” Where 
such a quest might have seemed laugh-
able decades ago, it now feels very real, 
especially when you consider the other 
great irony of Musk: SpaceX, the crazy 
rocket company, is his most consistent 
and successful venture.

Following the launch of the astro-
nauts, SpaceX is on the hook to fly sev-
eral resupply missions to the ISS and to 
put up military satellites, communica-
tions satellites for commercial custom-
ers, and thousands of its own satellites 
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at the heart of its Starlink space internet 
system. It’s also in the running to take 
people to the moon with NASA and 
apparently to fly Tom Cruise to the ISS 
to film a movie. This flurry of activity is 
part of a booming new space industry 
Musk and SpaceX catalyzed. 

It’s because of Musk and SpaceX 
that I’ve turned into a space nerd. I’ve 
traveled from California, Texas, and 
Alaska to French Guiana, India, New 
Zealand, and Ukraine to see rockets 
get made and watch them go up. At 
every launch, the excitement comes 
from the unknown. There’s a thin, tall 
metal tube filled to the brim with liq-
uid explosives, and it seems to huff 
and puff as the countdown heads to 
zero. At liftoff, the might of gravity 
becomes obvious, as this object blasts 
great streams of fire at the ground but 
struggles to gather momentum. Will it? 
Won’t it? Just like with Musk, you want 
to see what happens next. 

His behavior of late will no doubt 
color how SpaceX’s May 27 launch is per-
ceived, and that’s unfortunate. People 
can understand a businessman want-
ing to restart the economy, and plenty 
of arguments can be made that support 
such a position. It’s the straight-up denial 
of a pandemic that’s killed hundreds of 
thousands of people that casts a pall. But 
then, Musk will always do as he wishes 
and operate in the reality he creates. It’s 
this very trait that led to the formation
of SpaceX.

For anyone who can look past Musk’s
antics, a successful launch will be a
moment of pure shared bliss at a time
when the world could use some of that.
At the very least, it would affirm that the
government—in this case, NASA—can
take intelligent risks and be courageous
by partnering with a private company
while keeping its safety standards intact.
“There might have been 10,000 meet-
ings,” Musk says. “There are probably
10,000 tests of one kind or another that
have taken place.” Should all go well,
Musk, NASA, and all of SpaceX—from
its indomitable and thick-skinned presi-
dent and chief operating officer, Gwynne
Shotwell, to every engineer, coder, and
metalworker—will provide the rest of 

us with proof of what government and 
industry can accomplish when they exe-
cute on a well-thought-out plan. 

Between now and the launch, Musk 
intends to keep on Musking. He really is 
doing what he tweeted: selling his pos-
sessions, including his many homes. 
“I’d rather just stay with friends and 
rotate among their houses and stay in 
the factories when there are issues,” he 
says. “I kind of like that better. It’s less 
lonely.” His comments may not have 
been thought through at, say, a NASA-
like level. Asked where his six boys will 
stay, Musk allows that he might need 
some kind of residence in Los Angeles, 
near SpaceX headquarters. “I’ll proba-
bly rent a place or something. Renting a 

place that’s sort of small. But I actually 
don’t know where it would be.” 

When the launch does take place, 
Musk will head to Cape Canaveral and 
sit with the SpaceX and NASA teams as 
they do their final engineering reviews. 
If the weather cooperates and all the 
technology performs as designed, two 
humans will safely exit the pandemic 
and head for the stars. 

“Assuming it’s successful—I don’t 
want to seem presumptuous—then it will 
be an incredible moment for humanity,” 
Musk says. “I think it’s something that 
everyone should be able to celebrate.”

As in parties? In person? Seriously? 
“I think we can have parties,” he 

says. “Yeah, we’ll be fine.” <BW>
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How private equity
is ruining American

health care
By Heather Perlberg

maximize free cash flow

Not long after Gavin Newsom, the governor of California,
ordered the state’s 40 million residents to stay home to stop
the spread of the new coronavirus, Dr. Greg Morganroth called
his team of doctors and said their dermatology group was stay-
ing open.

Morganroth is chief executive officer of the California
Skin Institute, which he founded in 2007 as a single office in
Mountain View. He’s since expanded to more than 40 locations
using a financing strategy that’s become exceedingly common
in American health care: private equity. In this case, he took
out a loan from Goldman Sachs Group Inc. that could eventu-
ally convert to an equity stake. CSI is now the largest derma-
tology chain in California.

But the Covid-19 pandemic put Morganroth in a precarious

position. Most medical procedures were characterized as
nonessential by government officials and practitioners. Doctors 
were closing offices, and patients were staying away to limit 
their potential exposure to the virus.

CSI took a different approach. Morganroth explained his 
thinking on April 2 in a Zoom call with more than 170 derma-
tologists from around the country organized by the Cosmetic 
Surgery Forum, an industry conference. Contrary to what they
might have heard, Morganroth told them, they should con-
sider staying open during the pandemic. “Many of us are over-
interpreting guidelines,” he said.

For a moment there was an awkward silence. Doctors had 
thought they were signing up for advice on how to apply for 
government money that would help them meet payroll while 
they were shut down; they hadn’t expected to be told not to 
shut down at all. Morganroth continued: “We are going to be 
in a two-year war, and we need to make strategic plans for our 
businesses that enable us to survive and to rebound.”

Back at CSI, the company’s front-office staff was working 
the phones, calling patients in some of the worst-hit areas and 
reminding them to show up for their appointments, even for 
cosmetic procedures such as Botox injections to treat wrinkles. 
During the videoconference, Morganroth argued that offer-
ing Botox in a pandemic wasn’t so different from a grocery 
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maximize free cash flow
store allowing customers to buy candy alongside staples.

“If I had a food supply company and had to stay open, and 
I had meat, bread, and milk, would I stop making lime and 
strawberry licorice?” Morganroth asked. “I would make every-
thing and go forward.”

From a public-health point of view, some of the doctors 
believed, this was questionable. Common reasons for visit-
ing a dermatologist’s office—skin screenings, mole removals, 
acne consultations—aren’t particularly time-sensitive. Serious 
matters, such as suspected cancers and dangerous rashes, can 
be handled, at least initially, with telemedicine consultations. 
Then doctors can weigh the risks for their patients and deter-
mine who needs to come in. In a statement, CSI says that it fol-
lowed local and state laws for staying open, while providing 
“necessary care” for patients, and that it hadn’t required doc-
tors to come to work.

Morganroth’s defense of pandemic Botox might seem 
odd, but it made perfect sense within the logic of the U.S.
health-care system, which has seen Wall Street investors
invade its every corner, engineering medical practices and
hospitals to maximize profits as if they were little different
from grocery stores. At the center of this story are private
equity firms, which saw the explosive growth of health-
care spending and have been buying up physician staffing

companies, surgery centers, and everything else in sight.
Over the past five years, the firms have invested more than 

$10 billion in medical practices, with a special focus on der-
matology, which is seen as a hot industry because of the aging 
population. Baby boomers suffer from high rates of two poten-
tially lucrative conditions: skin cancer and vanity. Some esti-
mates suggest that private equity already owns more than 
10% of the U.S. dermatology market. And firms have started 
to expand into other specialties, including women’s health, 
urology, and gastroenterology.

There’s nothing inherently wrong with any of this. But some 
doctors say that the private equity playbook, which involves 
buying companies, drastically cutting costs, and then selling 
for a profit—the goal is generally to make an annualized return 
of 20% to 30% within three to five years—creates problems 
that are unique to health care. “I know private equity does 
this in other industries, but in medicine you’re dealing with
people’s health and their lives,” says Michael Rains, a doctor
who worked at U.S. Dermatology Partners, a big private-equity-
backed chain. “You can’t serve two masters. You can’t serve 
patients and investors.”

Investment firms, and the practices they fund, say these 
concerns are overblown. They point out that they’re giving 
doctors a financial shelter from the rapidly changing medical 
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environment, a particularly attractive prospect now, and that 
money from private equity firms has expanded care to more 
patients. But they’ve also made it next to impossible to track 
the industry’s impact or reach. Firms rarely announce their 
investments and routinely subject doctors to nondisclosure
agreements that make it difficult for them to speak publicly.
Bloomberg Businessweek spoke to dozens of doctors at 10 large 
private-equity-backed dermatology groups. Those interviews, 
along with information obtained from other employees, inves-
tors, lawyers, court filings, and company records, reveal how 
the firms operate, and why they sometimes fail patients.

The process is never exactly the same, but there are famil-
iar patterns, which tend to play out in five steps.

Step 1—Marriage

The strange thing about private equity money in medicine
is that for-profit investors have long been prevented from buy-
ing doctor’s offices. Corporate ownership goes against a doc-
trine set by the American Medical Association, the main trade
group for doctors in the U.S., and is prohibited by law in many
states, including Texas and New Jersey. For most of the past
100 years, if you wanted to make money on a medical prac-
tice, you needed to have a medical license.

Yet over the past decade, lawyers devised a structure that
allows investors to buy a medical practice without techni-
cally owning it: the MSO, or management service organiza-
tion. Today, when an investment firm buys a doctor’s office,
what it’s actually buying are the office’s “nonclinical” assets.
In theory, physicians control all medical decisions and agree
to pay a management fee to a newly created company, which
handles administrative tasks such as billing and marketing.

In practice, though, investors expect some influence over
medical decision-making, which, after all, is connected to prof-
its. “When we partner with you, it’s a marriage,” said Matt
Jameson, a managing director at BlueMountain Capital, a
$17 billion firm that’s boasted of investments in fields such as 
gastroenterology, while speaking at a conference in New York 
in September. “We have to believe it. You have to believe it. 
It’s not going to be something where clinical is completely not 
touched.” (When contacted by Businessweek, Jameson asked to
clarify his comments. “Doctors and other qualified health-care
professionals at the providers we’ve invested in make medical
decisions,” he said in a statement.)

The typical buyout starts with the acquisition of a big,
popular practice, often with multiple doctors and several
locations, for as much as $100 million. (Investors typically
pay 9 times to 12 times annual profit.) This practice func-
tions as an anchor, like a name-brand department store at
a shopping mall, attracting patients and doctors to the new
group as it expands. Then comes the roll-up: The private
equity firm purchases smaller offices and solo practices,
giving the group a regional presence.

As part of the new structure, investors deal with paperwork 
and save money by buying medical supplies in bulk. Crucially, 
they also negotiate higher insurance reimbursement rates. One 
dermatologist who sold her practice to the California Skin 
Institute says she was surprised to find out the bigger group’s 
payouts from insurers were $25 to $125 more per visit.

When individual doctors sell, they generally receive $2 mil-
lion to $7 million each, with 30% to 40% of that paid in equity 
in the group. After the acquisition, doctors get a lower salary 
and are asked to help recruit other doctors to sell their prac-
tices or to join as employees.

At first, doctors are generally thrilled by all of this. They 
have financial security and can focus on treating patients with-
out the stress of running a business. Patients, for the most 
part, are in the dark. Unlike when your mortgage changes 
hands, you usually aren’t notified when a big investment firm 
buys your doctor. Sometimes the sign on the door bearing 
the physician’s name stays put, and subtle changes in opera-
tions or unfamiliar fees may be the only clues that anything 
has happened.

Step 2—Growth
 
The promise of more patients is a big draw for doctors. By
sharing marketing costs and adding locations, the new compa-
nies can advertise more and attract customers. Private-equity-
owned practices have been diligent users of social media, 
announcing newly added doctors and posting coupons on 
Twitter and Instagram. But these practices can be aggressive 
in ways that make some doctors uncomfortable.

At Advanced Dermatology & Cosmetic Surgery, the larg-
est private-equity-backed group in the field, with more than
150 locations across the U.S., that sense of discomfort came 
shortly after Audax Group bought a controlling stake in what 
was then a much smaller chain in 2011. The new manage-
ment team introduced a scorecard that rewarded offices with 
cash if they met daily and monthly financial goals, according 

 
California Skin Institute 
in Mountain View
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to a lawsuit filed in 2013 against the company by one of its
dermatologists. The doctor alleged that the bonus program
encouraged staff to do as many procedures as possible, rather
than strictly addressing patients’ medical needs.

In some of the company’s Florida offices, the doctor alleged,
medical assistants responded to the bonus structure by tick-
ing extra boxes on exam reports, stating that doctors checked
many more areas of the body than they actually had. That
led to higher patient bills, defrauding the government under
its Medicare program, according to the lawsuit. The federal
government declined to join the case, and it was dismissed
about a year after it was filed. Advanced and Audax declined
to comment.

Private-equity-backed practices also try to increase reve-
nue by adding more-lucrative procedures, according to doctors
interviewed by Businessweek. In dermatology, this means more
cosmetics, laser treatments, radiation, and especially Mohs
surgeries—a specialized skin cancer procedure that removes
growths from delicate areas like the face and neck one layer at
a time, to limit scarring. The surgery involves expensive equip-
ment and specialized doctors, so some large medical groups
keep costs down by assembling traveling Mohs teams, who fly
in from other states. Others create mobile labs in vans that set
up in clinics’ parking lots.

Most dermatologists use outside labs and pathologists,
but private-equity-owned groups buy up existing labs and
hire their own pathologists. Then doctors are encouraged to
refer patients within the group and send biopsy slides to the
company-owned labs, keeping the entire chain of revenue

in-house. This takes advantage of a regulatory quirk that’s
made dermatology, and a handful of other specialties, attrac-
tive to private equity. Under the 1989 Stark Law, doctors aren’t 
allowed to make patient referrals for their own financial gain. 
An exception was made for some fields because it’s more con-
venient for patients, explains Dr. Sailesh Konda, a Mohs sur-
geon and professor at the University of Florida. “But that can 
be abused.”

Step 3—Synergy
 
Now comes the cost-cutting. This is supposed to be the 
hallmark of private equity, and, done right, it can work to 
the benefit of doctors and patients. But there are pitfalls 
unique to medicine, where aggressive cuts can lead to prob-
lems, some of them merely inconvenient and some poten-
tially dangerous.

A doctor at Advanced Dermatology says that waiting for 
corporate approvals means his office is routinely left with-
out enough gauze, antiseptic solution, and toilet paper. 
Even before the great toilet paper shortage of 2020, he 
would travel with a few rolls in the trunk of his car, to spare 
patients when an office inevitably ran out. The company 
declined to comment.

At the country’s second-biggest skin-care group, U.S. 
Dermatology Partners, a former doctor says a regional man-
ager switched to a cheaper brand of needles and sutures 
without consulting the medical staff. The quality was so 
poor, she says, they would often break off in her patients’ 
bodies. Mortified, she’d have to dig them out and start over. 
She complained to managers but couldn’t get better sup-
plies, she says. Paul Singh, U.S. Dermatology’s CEO, says the 
company uses a “reputable, global vendor for medical sup-
plies.” “While our group may have standardized purchasing 
processes, individual providers have the autonomy to pro-
cure specific supplies that they need for a particular patient 
situation or patient population,” he says in a statement.

Doctors who join a private-equity-backed group generally 
sign contracts that state they’ll never have to compromise their 
medical judgment, but some say that management began to 
intervene there, too. Dermatologists at most of the companies 
say they were pushed to see as many as twice the number of 
patients a day, which made them feel rushed and unable to pro-
vide the same quality of care. Others were forced to discuss 
their cases with managers or medical directors, who asked the 
doctors to explain why they weren’t sending more patients for 
surgery. Multiple practices also encouraged doctors to send 
home Mohs surgery patients with open wounds and have them 
come back the next day for stitches—or to have a different doc-
tor do the closure the same day—because that would allow the 
practice to collect more from insurers.

That’s if doctors are performing the procedures at all. At 
Advanced Dermatology, several doctors say they were asked 

Konda
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to claim that physician assistants, or PAs, were under their
supervision when they weren’t seeing patients in the same
building, or even the same town. Because PAs are paid less
than dermatologists, this allowed the company to keep costs
low while expanding the business. In a statement, Eric Hunt,
Advanced’s general counsel and chief compliance officer,
says having PAs on staff enables the company to “provide
access to quality dermatological care to more patients.”

Step 4— 
Rolling Up the Roll-Up

 
Advanced Dermatology was sold in 2016 by Audax to Harvest
Partners LP, following a pattern that’s typical in the industry. At
some point, after costs have been cut and profits maximized,
most private-equity-owned medical groups will be sold, often
to another private equity firm, which will then try to some-
how make the company even more profitable.

Having reduced most of the obvious costs, Advanced
Dermatology began skimping on more important supplies,
including Hylenex, according to doctors and other employ-
ees. The drug is an expensive reversal agent used when cos-
metic fillers, which are supposed to make skin look plumper,
go wrong. Not having enough is dangerous: Patients who get
an injection that inadvertently blocks a blood vessel can be
left with dead sections of skin or even go blind if they don’t
get enough Hylenex in a matter of hours. The company says
that it stocks the drug in every office that performs cosmetic
procedures and that it “has no records of any provider being
denied an order for this medication.”

Advanced Dermatology also started giving even more
authority to PAs, according to doctors and staff. Without
enough oversight some were missing deadly skin can-
cers, they say. Others were doing too many biopsies and

cutting out much larger areas of skin than necessary, leaving 
patients with big scars. Doctors who complained about the 
procedures say they saw PAs moved to other locations rather 
than fired or given more supervision. Hunt, the company’s 
lawyer, says that all PAs get six months of training and are 
supervised by experienced doctors.

Advanced Dermatology also put more pressure on doc-
tors to send biopsies to in-house labs. The move made sense 
financially, but some of the doctors didn’t trust the lab. One 
of its two pathologists in Delray Beach, Fla., Steven Glanz, 
had a history of misdiagnosing benign tumors, which led 
patients to undergo surgeries that were later found to be 
unnecessary, according to doctors who worked with him. 
Dermatologists who warned that Glanz was a danger to 
patients say that their complaints to Dr. Matt Leavitt, the 
group’s founder and CEO, were ignored. More procedures, 
doctors knew, brought in more money.

Glanz, who’d been with the practice since its early days, 
was known to read slides under a microscope with a pistol 
on his desk. After he was arrested with a handgun, a folding 
knife, and a vial of methamphetamine crystals, he was fired, 
and Florida’s state medical board fined him $10,000, requir-
ing him to complete a five-hour course on ethics before 
he could resume practicing. But his former colleagues 
were unsettled; they knew Glanz’s signature was on years 
of reports that determined treatment for patients. Some 
slides were reevaluated, and pathologists noticed mistakes. 
Managers told some doctors and their staff that patients, 
even those who’d been misdiagnosed and had unnecessary 
procedures, were not to be told. Glanz pleaded guilty to 
stalking and a firearms violation and was sentenced to pro-
bation. When a reporter called his office and identified her-
self, the receptionist hung up. Further attempts to reach 
Glanz were unsuccessful. Advanced’s Hunt says he was “for-
mally released from employment three years ago,” but did 
not comment further.

Of course, some doctors pushed ethical boundaries long 
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before private equity came into the picture. But critics of the
industry, including doctors and investors, say management
teams put in place by private equity firms tend to look the
other way as long as a medical practice is profitable. Of the
dermatologists with the highest biopsy rates in the country
(from 4 to 11 per patient, per year), almost 25% were affil-
iated with private-equity-backed groups, according to Dr.
Joseph Francis, a Mohs surgeon and data researcher at the
University of Florida.

Medical providers may have also been blurring ethical
lines at U.S. Dermatology Partners, which was until recently
on its second private equity owner, Abry Partners LLC. At
four of the company’s offices in Texas, a doctor and his
PAs were doing more biopsies than necessary, according to
employees. These employees say the staff routinely called
patients with benign lichenoid keratosis, small brownish
blotches that usually go away on their own, and told them
the growths should be removed. Under instruction from
the doctor, the staff coined a new medical diagnosis, “pre-
pre- pre-cancer,” and then talked patients into coming in
for removal, employees say. Singh, the U.S. Dermatology
CEO, says that the company trusts doctors to make the right
decisions and that it monitors them through routine audits.

Step 5—Sell-Off
 
In some cases the cost-cutting either becomes impossible or
leads to compromises in care too obvious to ignore. In 2016
a DermOne LLC office in Irving, Texas, had been using a
faulty autoclave machine to sterilize surgical equipment—the
state and county health departments identified 137 patients
who needed to get tested for blood-borne diseases such as
HIV and hepatitis. By 2018, DermOne’s backer, Westwind
Investors, wanted out.

Westwind had been one of the earliest firms to build a big
dermatology business—with practices in five states—but oth-
ers had grown larger. After the debacle in Irving, the Nevada-
based firm sold DermOne’s medical records and patient lists,
as well as some of its offices, to other groups. It dissolved the
remaining offices, leaving some patients abruptly without
care. Westwind didn’t respond to repeated requests for com-
ment. Two other private-equity-backed groups, TruDerm
and Select Dermatology LLC, have also gone out of business
in the past two years.

The surviving chains have been saddled with large piles
of debt they’re now struggling to repay. In January, U.S.
Dermatology Partners defaulted on a $377 million loan,
meaning the private equity backer, Abry Partners, had to
hand over the keys to its lenders, Golub Capital, Carlyle
Group, and Ares Management, which will now oversee a
chain with almost 100 locations, receiving 1 million vis-
its from patients a year. Abry didn’t respond to requests
for comment.

For the medical groups that make it, the game plan is to 
eventually sell to the largest players, such as KKR, Blackstone 
Group, and Apollo Global Management. Pioneering inves-
tors, including Audax, are now buying practices in other 
fields—a concerning development to critics who note that 
the areas that are currently attracting investment, such 
as urology, generally involve more invasive procedures.
Should doctors performing vasectomies be thinking about
the dollar-rate returns for KKR—or any private investor?

“It’s ultimately going to backfire,” says Dr. Jane Grant-
Kels, a veteran dermatologist and professor at the University 
of Connecticut School of Medicine. “There’s a limit to how 
much money you can make when you’re sticking knives into 
human skin for profit.”

One paradox of the Covid-19 pandemic has been that even 
as the virus has focused the entire country on health care, it’s
been a financial disaster for the industry. And so, while emer-
gency room doctors and nurses care for the sick—comforting 
those who would otherwise die alone, and in some cases dying 
themselves—private-equity-backed staffing companies and 
hospitals have been cutting pay for ER doctors. These hos-
pitals, like the big medical practices, make a large portion of 
their money from elective procedures and have been forced 
into wrenching compromises.

For investors with capital, on the other hand, the eco-
nomic fallout from the virus is a huge opportunity. Stay-
at-home orders have left small practices more financially 
strained than they’ve ever been. That will likely accelerate 
sales to private equity firms, according to Marc Cabrera, 
an investment banker focused on health-care deals at 
Oppenheimer & Co. Independent doctors or groups that 
previously rebuffed offers from deep-pocketed backers “will 
reconsider their options,” he says.

Many doctors may ultimately come to regret cashing out, 
but it’s hard to get out once you’re in. As part of an acquisi-
tion, the private equity groups typically require doctors to 
sign yearslong contracts, with noncompete clauses that pre-
vent them from working in the surrounding area.

As governors throughout the nation ease restrictions on 
businesses, Advanced Dermatology is opening its most prof-
itable offices first. The company received an undisclosed sum 
under the Cares Act, as part of the government relief pack-
age intended for health-care workers. Hunt, Advanced’s chief 
compliance officer, told employees in an email earlier this 
month that the money would be used for protective gear, such 
as masks, and to replace “millions of dollars” in lost revenue.

The group had closed most of its offices since the stay-at-
home orders were issued in March, cutting pay for doctors and 
furloughing staff. With cities and states beginning to consider 
reopening, doctors and PAs say they’ve been told they should 
be prepared for a full schedule. Hunt says the company is fol-
lowing the appropriate safety measures, but employees fear 
it will be nearly impossible to keep patients apart in waiting 
rooms. Opening in a reduced capacity, they understand, is 
not an option. <BW>
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Peter Fitzek was a leading light in the reichsbürger
movement, which denies germany’s very existence. he
Founded a kingdom and oPened a bank—then the german
government started asking where the money went

by david gauvey herbert photographs by bastian thiery

PLEASE RISE 
for the 

KING of GERMANY
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Peter Fitzek is the king oF germany. at 54, he has the
ponytail and square jaw of an ’80s-movie terrorist—or perhaps
a karate instructor, which in fact he was before ascending to
the throne. Like other monarchs, Peter tends to be identified
by his first name. His dominion offers its own passport, cur-
rency, and health-care plan, and it boasts more than 1,300
subjects, some of whom lived, until recently, in a sprawl-
ing compound in Wittenberg, 60 miles southwest of Berlin.
Most important, he rose alongside a woman tabloids called
his queen: Annett Ullmann, a model and waitress who was
brunette and beautiful and wore lavender silk shirts to his
court appearances.

When he meets journalists, Peter brings a binder of legal
documents to support his claim to the throne. It’s smaller
than the meter-high stack he typically lugs to court, where
he’s found himself for violations such as speeding and the
illegal possession of nunchucks. He records his conversations
with reporters, a habit developed after a comedy troupe cat-
fished him into a confrontation in the lobby of a Frankfurt
hotel. (He ended up in a fistfight before stunned tourists.)
His microphone has a sticker proclaiming that it’s owned by
one of his followers, placed there so German tax authori-
ties wouldn’t seize it to compensate some once-loyal sub-
jects from whom he was accused of embezzling more than
€1.3 million ($1.4 million).

Presented with a recorder, Peter talks and talks. He talks
about how he healed an ex-girlfriend who was abused as a
child by Satanists, using only his hands. About how a cabal
of shadowy elites, including Rockefellers and Orthodox Jews,
spread Covid-19 to boost drug profits and compel Germans to
accept implanted biosensor chips. How a sniper once shot his
car on the autobahn, but divine intervention caused the bullet
to only nick the windshield. (He knows what you’re thinking,
but a policeman friend told him there’s no way it was a rock.)

King Peter’s subjects are adherents of the Reichsbürger
movement, whose members believe Germany doesn’t exist.
The republic, they contend, is a limited liability company con-
trolled by the Allied victors of World War II—and, according to
the more anti-Semitic, the Rothschild family. Reichsbürgers
print their own passports, often refuse to pay taxes, and
clog courts with paperwork, along the same lines as the U.S.
“sovereign citizen” movement.

And like their other American kin, QAnon, the far-right
conspiracy theory alleging a “deep state” plot against Donald
Trump—they’re products of the digital age of unreason.
Reichsbürgers are indoctrinated by low-budget YouTube talk
shows hosted by the likes of Jo Conrad, who says Freemasons,
lizard people, and child-murdering cults have overrun
Germany. Converts protest outside the Reichstag, which
some say is guarded by a laser cannon. For fun, they stream
Reichsbürger hip-hop. In 2018, Germany’s domestic intelli-
gence agency identified about 19,000 Reichsbürgers, nearly
double its estimate of two years earlier. The true number, offi-
cials say, is likely far greater.

Peter, for all his troubles, is a genial leader. His optimism

follows from an expedient logic: Every legal win proves the 
soundness of his arguments, and every loss proves the cor-
ruption of the German system. He’s so enjoying himself that 
you don’t want to spoil the fun by raising the matter of those 
euros the German government was trying to find. It impris-
oned him and confiscated his cash, his property, even his
piano. He’s fought in the courts, in the media, and in police
custody to defend his treasure—and to keep the government 
from asking more questions.

in 2008, as economic crisis swePt across euroPe, Peter 
knew his moment had arrived. Since before German reunifi-
cation, he’d been a Trottel, a Depp, a Versager: a loser. Born 
in East Germany in 1965, he was a friendless introvert with 
an alcoholic father and an overbearing mother who made 
him clean his plate to the point of vomiting. Peter wanted to 
become a teacher, but his grades were too poor, so he worked 
as a cook. Then he married and had two children, started 
teaching karate, and became a video store clerk. 

In 1991 an investor from near Stuttgart, in the prosperous 
West, persuaded Peter to co-found a slot-machine business 
with him. It was his big break, until it wasn’t. His partner used 
his knowledge of the German legal system to take the com-
pany. Peter was just another Ossi, poor and unsophisticated 
after nearly 50 years of communist rule, outmaneuvered by 
a slick Wessi. He and his wife split up the following year. 

Adrift in the early 2000s, Peter began reading. He devoured 
esoteric texts and dabbled in black magic, claiming visions of 
angels and demons. He also pored over law books and devel-
oped what some attorneys describe as an astonishingly vast, 
if not particularly cogent, knowledge of the legal system. And 
he found a new belief that helped him make sense of his life’s 
failures: Germany wasn’t a legitimate country.

The first Reichsbürger (“citizen of the Reich”) was Wolfgang 
Ebel, an East German transit worker. In 1985 he notified the 
U.S. Embassy and his local town hall that a U.S. diplomat 
named “Mister Kowalski” had confided an explosive secret: 
Because the Allies and Germany never signed a formal peace 
treaty after World War II, the German constitution of 1919 was 
still in effect. Ebel declared himself chancellor of the true state 
and changed his answering machine message to announce the 
new government. “His activities show the signs of mental ill-
ness,” the Stasi concluded after surveilling him for years.

When the Wall fell, Ebel’s delusions metastasized. The 
country’s true borders were those from 1937, encompassing 
half of present-day Poland. The German government was a 
corporation serving as a front for Anglo-American (and yes, 
Jewish) financial interests. It was wild stuff, festering mainly 
on the political fringes. 

Then came the internet, and later the financial crisis. All 
over the country, Germans were angry about the economy, 
migration, and the European Union. As the euro zone wob-
bled, men—the majority of Reichsbürgers are men over 40—
began popping up at a store in downtown Wittenberg where 
Peter had started selling esoteric books and promoting his 
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view that an alternate government was possible. He offered
membership cards for €120 a year and began accepting “invest-
ments” for what he called a “savings account,” collecting
at least €61,000 by the end of 2008, court records show.

Peter also began exploring another kind of magic, fiat cur-
rency, pitching a famously cash-obsessed nation his bright
and colorful Engelgeld, or “angel money.” He
conveniently pegged the notes to the euro.
Denominations included a seven, a number
he imbued with deep significance. There
weren’t many ways to spend the money, but
Peter, echoing gold bugs everywhere, says it
had value “as an inflation-free store of pur-
chasing power.”

Now attracting cash and interest, Peter
decided to create NeuDeutschland, or “New
Germany,” a country primarily of the mind
and YouTube. “You send your kids to insti-
tutions that train them as slaves,” Peter tells
a group of normal-looking Germans in one
video posted to his country’s channel. “The
systems that you use make you behave like
slaves. But you choose that.” The group participates in a few
party tricks, including one in which four people lift some-
one from a chair with their fingers. The ease with which
they perform the feat, Peter says, confirms the existence of
energy fields and the malleability of gravity. (It’s actually tim-
ing, weight distribution, and the surprising strength of the
human finger.)

Euros poured in. In 2009, Peter collected nearly €40,000,
a fifth of which he put toward a dilapidated factory on the
outskirts of Wittenberg. The next year he took in more than
€180,000. In 2011 it was €852,000. With his followers now num-
bering in the thousands, he took out a €650,000 mortgage on
another old factory and set about renovating it (a project he’d
never complete). He paid workers an hourly rate of €4 and
4 Engelgeld, redeemable at the compound’s sausage shop. In
2012 he acquired an even larger property, an abandoned hos-
pital that could someday house several thousand people.

Peter’s Followers were a mixed bunch: some loners
and losers, but also accomplished professionals such as Harry
Ziegenhagel, a lawyer who was bored and looking for answers
when, in February 2012, an acquaintance sent him one of
Peter’s YouTube videos. Ziegenhagel was intrigued enough to
plunk down €50 and drive six hours for a two-day “personal-
ity development” seminar in Wittenberg. He found a move-
ment that had grown to about 3,500 followers—middle-aged
white-collar men like himself, but also single mothers, several
black Germans, and a left-wing Berlin theater director. Some
of them were living at the first compound Peter had bought.
He called it Reinsdorf, after the surrounding neighborhood.

Ziegenhagel came away from the weekend so impressed
that he sold his legal practice and moved to the factory. As
NeuDeutschland’s only lawyer, he had uniquely useful skills,

and when Peter’s erratic behavior compelled a top aide to 
quit, Ziegenhagel became his confidant and chauffeur. 

Day-to-day life was easy in the early days at Reinsdorf, 
which suited most residents just fine. “They were peo-
ple who didn’t find their way in society, people with
difficult childhoods, people who were extremely sensitive,” 

Ziegenhagel says. Many saw the group as a 
replacement family, with Peter presiding as 
father. There was a lot of hugging. 

But as the population grew, the envi-
ronment became more structured. Peter 
implemented a strict daily work schedule.
Followers poured concrete, repainted gray
walls an optimistic orange, seeded a vege-
table garden, and built a set for his YouTube 
videos. Citizens were afraid to take smoke 
breaks because Peter disapproved of cig-
arettes. Their leader was insulated from 
the discomforts of compound life; when 
the boiler broke, he still had hot water 
for his showers in the large apartment he 
lived in downtown. “I got the impression,” 

Ziegenhagel says, “that it was increasingly turning into a cult.”
As Peter’s influence grew, he developed a pattern of his-

trionics and violence. When he visited a courthouse to con-
test several speeding tickets, he grabbed a female clerk’s arm 
roughly and fled the scene, later returning with a white rose 
to ask forgiveness. The clerk declined. (Peter says he was 
attempting a citizen’s arrest on a corrupt official.) He punched 
his son’s teacher over a disagreement about the school’s sex 
ed classes. (The curriculum, he says, included a “trash book 
written by an open Satanist.”) And in July 2012, in front of 
shocked onlookers, Peter slapped his adult daughter twice 
across the face. (“I was a little unfairly hard on her, I have to 
admit,” he says.) After that incident, Ziegenhagel realized it 
was time to go. (The lawyer’s assertion that the group became 
cultlike, Peter says, is the opinion of a single person “to whom 
we were happy to say goodbye.”)

Other followers began slipping away, too, but YouTube 
provided a steady stream of replacements. Peter’s videos 
regularly garnered more than 15,000 views. They weren’t 
viral, but they didn’t need to be. The site served them to 
the exact slice of the population most likely to pack up and 
move to Wittenberg: Germans with a taste for baroque con-
spiracy theories. They were referred from videos featuring 
other Reichsbürger pitchmen, such as Conrad, who built a 
vast online following and hawked them books about aliens, 
the dangers of vaccination, and the special “intellectual qual-
ities” of Germans. There was also Jessie Marsson, a car sales-
man who claimed to be a victim of CIA mind control tests. 
Marsson founded “Germania” out of a castle he’d bought in 
Brandenburg, selling nutritional supplements and €35 “Celtic-
Druid” ID cards. Jürgen Elsässer, a far-right journalist, ran 
a monthly magazine with 40,000 subscribers and sold “Go 
Home, American!” and “Freedom for Germany!” T-shirts.

wittenberg
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Amid this ferment, Peter’s ambitions for NeuDeutschland
grew grander. He wanted to provoke the federal govern-
ment, raise his profile, and gain more followers. It would
take something audacious. It would take a kingdom.

on sePt. 16, 2012, Peter stood in the back oF an event
hall, fiddling with his fake ermine robe as he waited to become
the first royal crowned on German soil since Wilhelm II in 1888.

“The moment has come to found the new state,” said
Thomas Bach, the black-caped master of ceremonies. “Raise
your hearts as we await the sovereigns.” He pounded the stage
with a staff. Also sprach Zarathustra boomed from speakers as
Peter led a half-dozen of his most loyal subjects through a mob
of flashing smartphones. Reading from an oversize scroll, he
declared “a free home for the German people after more than
60 years” to his 600 new citizens. 

The stunt worked. After Mitteldeutsche Zeitung reported on
the coronation, German journalists flocked to tiny Wittenberg.
Vice sent a video team. Peter reveled in the attention. When the
newspaper Die Welt asked about his childhood, he boasted that
he’d hit puberty at age 6. Had he been able to grow a beard,
the reporter asked? “No, no,” Peter replied. “That”—he ges-
tured to his crotch—“was basically working.” 

He began driving his kingdom-financed BMW with a king-
dom driver’s license and kingdom plates. Police cited him
for speeding seven times in five months. As a sovereign, he
claimed, the rules of the road no longer applied to him. He

turned his “savings accounts” into a more formal institution 
called Königliche (“Royal”) Reichsbank, which by 2013 had 
collected more than €2.3 million from roughly 500 investors. 
A health insurance company and other side businesses he’d 
started were also raking in cash.

That April, though, financial regulators obtained a search 
warrant for the kingdom’s compounds on the grounds that 
Peter was operating an illegal bank. In his safe, they found 
only several hundred euros. He responded to the authorities 
by announcing plans to open an actual bank on a busy street 
in Wittenberg, complete with marble floors, gold fixtures, and 
promised returns as high as 9%. 

When the government banned Peter from accepting depos-
its, he held a ribbon-cutting anyway. A relentlessly polite 
bureaucrat showed up to hand him business registration forms. 
“It’s so nice of them to bring it to me personally,” Peter said 
to a TV crew. Then he ripped up the papers and asked, “Does 
anyone have a trash bin?” The official could only smile awk-
wardly as customers raced in with their deposits.

in may 2013 the german Financial-services regulator 
banned Peter’s banking activities and ordered him to repay his 
customers. The next year, with most deposits still outstanding 
and complaints coming in, regulators hired bankruptcy lawyer 
Stefan Oppermann to liquidate the bank’s assets and recover
more than €1.3 million. Oppermann was tall and humorless,
the suit-and-trenchcoat-clad picture of German probity.

To Peter it was another sign that Germany’s government 
was scared of him. He told depositors to be patient, that they 
were participating in an ambitious statehood project. One of 
them, Richard Gantz, a computer programmer, had invested 
his life savings of €431,000 in the kingdom. When he begged 
for his money back, Peter explained that liquidity was tight. 
He invited Gantz to relocate to the kingdom and enjoy free 
room and board. The exchange devolved into an email flame 
war. “Richard, try not to think,” Peter wrote. “The results are 
never satisfying.” He dismissed another angry creditor, a sep-
tuagenarian doctor who’d deposited €70,000, by saying she 
“wasn’t clear in the head.”

In March 2014 police raided three of Peter’s properties, a 
futile effort to seize cash. Rumors spread that he had a bomb 
at his bank, leading police to close the surrounding streets. (It
turned out to be a dubious alternative-fuel project.)

That fall, with the authorities closing in, Peter met the 
woman who would be dubbed his queen. Annett Ullmann 
was then a 30-year-old model and aspiring actress who’d done 
some professional photo shoots and TV-extra gigs. She was 
attending a session of Peter’s “Power of Thought” seminar 
series, based on a €116 four-DVD set that taught visualization 
techniques for losing weight, quitting drinking, and recovering 
from breakups. As he spoke, they kept locking eyes. 

Annett may have shared Peter’s flair for self-promotion. A 
few years earlier on a reality show, she’d demonstrated a favor-
ite butt exercise, which consisted of writhing on the floor. Her 
life goal, she told a producer, was to become famous. When 

the kingdom’s Flag
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the seminar was done, the two met and began dating. 
The next month, Oppermann and tactical police wearing 

balaclavas hit the bank, hoping to seize its assets. Peter played 
the piano in the lobby as officers swarmed in. Over the next 
few days, Oppermann’s team found 20 safes, all of them empty. 
He used suction cups to lift the marble floor tiles. Nothing. 
Across the kingdom’s properties, the main items of note were 
a priest’s outfit and some VHS porn tapes. Oppermann soon 
concluded that Peter had spent much of the money on travel, 
BMWs, and real estate. The rest had vanished, laundered 
through a network of companies, including the one that ran 
the compound’s sausage stand. Some had gone to Poland, 
where officials declined requests to freeze Peter’s accounts.

Peter’s provocations intensified yet again. For one stunt, 
he burst through construction barriers at Wittenberg’s famed 
Schlosskirche and posed for photos at the same door where
Martin Luther had started the Reformation. Peter’s own
theses numbered 77, including “save the midwives” (No. 20), 
“adhere to the cosmic order” (No. 23), and “support free 
energy machines” (No. 77). 

In May 2015, Peter flew with Annett to Majorca, where she’d 
once been to shoot a cringeworthy music video. The kingdom’s 
website posted photos of Peter smiling and holding a boarding 
pass in the name of “Peter I, King of Germany.” He claimed the 
trip proved the legitimacy of the kingdom’s passport—though 
of course travel within the Schengen Area doesn’t require one.

berlin had a Problem on its hands, and it wasn’t just
Peter. His segment of the Reichsbürger movement, at least, was
pacifistic, and his most serious suspected crime was merely
scamming his followers. Others were becoming dangerous.

In Brandenburg, the state surrounding Berlin, officials
arrived at work one morning to find the fax machine’s toner
cartridge empty and hundreds of manifesto pages sprayed
across the floor. Around the same time, 5,000 miles away, a
Washington state agency was receiving hundreds of filings
alleging that German officials, from Chancellor Angela Merkel
on down, were delinquent on debts ranging from $27,250 to
$500 trillion. Reichsbürger trolls then used the filings to hire
collection agencies in Malta, which theoretically obligated
their targets to appear in Maltese court.

When police attempted to crack down on the movement,
they were unprepared for the fury that awaited them. In
August 2016, Adrian Ursache, a former Mr. Germany who’d
become a leading Reichsbürger theorist, opened fire on offi-
cers trying to evict him from State Ur, a nation that consisted
of his house and backyard. He wounded one before being
shot and arrested himself. Two months later, in Bavaria, one
of Ursache’s protégés, Wolfgang Plan, fired on police who’d
come to seize his cache of 31 guns. An officer died and two
others were wounded before Plan was arrested. He’d self-
radicalized while watching thousands of hours of YouTube
videos, including Peter’s rants. (“Engelgeld …” Plan says in a
jailhouse interview, seemingly about to roll his eyes recalling
Peter’s currency. Then he adds brightly, “It’s OK. I like it!”)

The police had an easier time apprehending Peter. The 
same month as the raid on State Ur, they stormed Reinsdorf 
and took him into custody. The list of charges included oper-
ating an illegal bank and embezzling funds.

When the trial began on Oct. 20, Annett was in attendance. 
The king blew air kisses in her direction. As the proceedings 
got under way, he repeatedly interrupted the judge, shouting 
“Scandal!” and “Lies!” The theatrics continued for months, 
until the gavel finally came down the following March. The 
judge sentenced him to three years and eight months. The king 
of New Germany was going to prison in the old one.

the Police never Found the money. much oF it had, as 
Oppermann surmised, slipped into other countries—the
accounts in Poland, a mysterious check for HK$1 million
(roughly $129,000), and land in Paraguay—purchased, ex-
followers speculate, because the country lacks an extradition 
treaty with Germany. He was given control of Peter’s prop-
erties and began liquidating them, but the law decreed that, 
since there wasn’t enough cash for all of the creditors, no one 
would get anything. “It’s either all or nothing,” Oppermann 
says. Instead, the money went toward the investigation’s costs.

In May 2017, after the trial, police in riot gear evicted doz-
ens of citizens from the larger of the two kingdom compounds. 
Peter’s conviction had done little to shake his followers’ faith. 
Most simply stayed at Reinsdorf, bunking four to a room while 
the new ownership worked slowly toward evicting them. As 

a selF-issued PassPort
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they awaited their king’s release, they hung up dream catch-
ers, talked about chemtrails, and ate beets for dinner and
vegan ice cream for dessert.

In prison, Peter meditated, exercised, and wrote two books,
a “magical autobiography” and a treatise on the unification
of spirituality and science—an impressive output considering
he spent barely a year behind bars. In April 2018 an appeals
court overturned his conviction. Peter’s deposit slips had read
more like donation forms, the court ruled. And some deposi-
tors had testified they hadn’t really expected to get their money
back. As Peter exited the courthouse, his case formally sus-
pended, Annett jumped into his arms and supporters cheered
and handed him flowers.

Safe again on sovereign soil, he set about restoring order to
the kingdom. He’d need new schemes to get his message back
in the news and replenish the royal treasury.

when i visit wittenberg in sePtember, all is calm.
Peter’s domain, fenced off in a quiet, leafy suburb, is easy to
pick out: The kingdom’s flag, a rising sun laid over the tradi-
tional German tricolor, flutters from a pole.

Peter is excited to show me around. We visit the main
office, where his clerks are hunting for revenue streams.
They’ve increased the price of NeuDeutschland citizenship
tests to €390, and they’re managing a new health insurance
plan, which promotes well-being through free seminars and
yoga classes and promises reimbursement if you end up in a
hospital anyway. (The application form asks about daily prox-
imity to Wi-Fi and use of fluoride toothpaste.) They’ve also
persuaded more than 70 companies—including a plumber,
a geriatric-clothing seller, and a health-care agency promot-
ing cancer prevention through relaxation—to incorporate
in the kingdom for a €777 fee. And Peter is selling a digital
“E-Mark,” tracked not on the blockchain, but a spreadsheet.
It’s redeemable at the NeuDeutschland gift shop, where a
kingdom-branded towel costs 27 E-Marks. “When people
change euros to our money, this is profit,” he explains candidly.

We see the TV studio, his latest BMW station wagon, and
the dining hall, where Peter plays the piano while my inter-
preter and I inspect a spotless, commercial-grade kitchen.
Several men scurry about, preparing for the Messe, a gather-
ing a few weeks hence that will draw 150 or so visitors curi-
ous about joining the movement.

There are plenty of potential recruits. All across Germany,
Reichsbürger mania continues. Hundreds of enthusiasts still
own guns, despite government efforts to disarm them. Berlin
police regularly raid ID makers who sell Reichsbürger “pass-
ports” for €100 apiece. In March, police in 10 states will
arrest members of the United German Peoples and Tribes,
a Reichsbürger group. In April, Peter will hold a two-day

business seminar at a Mexican restaurant that’s still open,
he says, because its owner declared it part of the kingdom, 
exempting it from Covid-19 lockdown rules. Someone also 
posts a video of him entering a Home Depot without a mask 
and brazenly cutting the socially distanced line, to the cluck-
ing disapproval of others.

Reichsbürger ideology is seeping into the mainstream, too. 
The same month I’m in Wittenberg, the far-right Alternative 
for Germany party wins 27.5% of the vote in its state, Saxony-
Anhalt. A week later the newspaper Welt am Sonntag pub-
lishes a leaked email from Alice Weidel, a top party official, 
parroting Reichsbürger talking points about the political 
establishment: “These pigs are nothing other than mario-
nettes of the victorious powers of the Second World War, 
whose task it is to keep down the German people.” In October, 
federal law enforcement will open a tip line focused on “far-
right terrorism and Reichsbürgers.” 

For the moment, though, membership in Peter’s king-
dom has stalled at roughly 1,300. With all he’s offering, there 
should be more, he says. When we arrive at the main office, 
Marco Ginzel, his current aide-de-camp, touts my visit on the 
kingdom’s Telegram account. 

As my interpreter and I wait for a taxi to pick us up, I ask 
Peter about his queen. He lights up. She’ll soon quit her wait-
ressing job at the Kartoffelhaus and move here, he says. He’ll 
pay her €1,000 a month to cook and help him write books. 
Ginzel glances downward as Peter gushes. 

In the taxi, we decide to eat dinner before returning to 
Berlin. The choice is obvious: the Kartoffelhaus. You don’t 
need to speak German to understand the name: Potatoes are 
included with every item. As we tuck into our tubers, a wait-
ress appears with more drinks. We ask to meet Annett. She’s 
off tonight, the waitress says.

“Are you sad she’s leaving?” I ask. She looks at us quizzi-
cally. “Peter says she’s quitting to work at the kingdom,” I add.

She slowly shakes her head. “Nein,” she says, drawing out 
the word. “Nein.”

“But aren’t they—” 
“They’ve been broken up for a year.”
She walks inside, picks up a cordless phone, and starts 

talking animatedly and gesturing at us before reemerging.
“Annett is appalled that Peter is telling you that they are in 

a relationship,” she says. “They’re just friends.”
The king has bested prosecutors. He’s kept the cash, the 

car, and—at least for a few more months, when the new 
owner will force him out and he’ll decamp for Berlin—the 
compound. He still claims dominion over more than 1,000 
souls. He’s spent years leading them all on, but tonight, as 
shadows creep across Wittenberg, it seems he’s been fool-
ing himself. <BW>

the king is selling a digital “e-mark,” redeemable at the
neudeutschland giFt shoP, where a kingdom-branded  

towel costs 27 e-marks
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Europe and Silicon Valley have long
been at each other’s throats. Brussels
views the Bay Area giants as a cabal of
data cowboys with little regard for user
privacy, while the Valley bristles at a
perceived technophobia it deems anti-
thetical to progress.

In the topsy-turvy world of Covid-19,
the roles have been reversed. Europeans
are eager to extract more user data from
cellphones to help combat the pan-
demic, while Apple Inc. and Google
impose strict limits on the intel that
health authorities can siphon off.

The contretemps focuses on contact-tracing apps.
If we are to prevent a resurgence of the virus once the
lockdowns end, then contact tracing will be a key pillar
of containment, alongside widespread testing and ade-
quate health-care provisions. And Apple and Google have
developed a digital solution that should make the pro-
cess considerably easier—but in a way that significantly
restricts how much data leaves the user’s handset. Their
so-called decentralized approach means that most of
the magic happens on the phone itself, rather than on
a central server. That’s left some health authorities in a
tizzy: If they had more data on the number of people an
infected individual has encountered, as well as where and 
for how long, it might help proactively identify new out-
break hot spots earlier.

French Digital Minister Cédric O has accused Apple 
and Google of constraining public-health decisions. 

There’s a certain irony to that outcry:
Under the terms of Europe’s General
Data Protection Regulation, France
has imposed the largest penalty so far
on a tech giant, fining Google €50 mil-
lion ($54 million) in 2019 for exploiting
user data. 

The tech companies fear that hand-
sets could be seen as vectors of govern-
ment monitoring. That’s particularly
the case for Apple. While Google’s
business is built on user data, Apple
has made user privacy a key pledge,

even as Google pays it billions of dollars a year to be the
iPhone’s default search engine.

Helping tackle health-care emergencies might seem
a no-brainer, but Apple is right to be concerned about
horizontal portability: If it builds tools that can be used
for one purpose, there’s a risk they could be exploited
for another. Even if we trust governments in the U.K. or
France to manage data responsibly, that might not be
the case for, say, Hungary—a European Union member
whose leader has used the pandemic to tighten his con-
trol. Germany had to abandon plans for its own central-
ized app after a popular backlash.

We’re left with a situation in which the tech giants are,
for once, dictating a strand of policy to Europe. Facing
a choice between building their own possibly unreliable 
offerings or using the more restrictive Apple-Google tools, 
most European nations are choosing the latter. <BW> �Webb 
is the European tech columnist for Bloomberg OpinionIL

LU
S

T
R

A
T

IO
N

 B
Y

 G
E

O
R

G
E

 W
Y

L
E

S
O

L

By Alex Webb

A Question of Privacy 
Vs. the Pandemic

◼ LAST THING With Bloomberg Opinion

B
lo

o
m

b
e

rg
 

B
u

s
in

e
s

s
w

e
e

k
 

(U
S

P
S

 
0

8
0

 
9

0
0

) 
M

a
y

 
2

5
, 

2
0

2
0

 
(I

S
S

N
 

0
0

0
7

-7
13

5
) 

E
/A

 
Is

s
u

e
 

n
o

. 
4

6
5

8
 

P
u

b
li

s
h

e
d

 
w

e
e

k
ly

, 
e

x
c

e
p

t 
o

n
e

 
w

e
e

k
 

in
 

J
a

n
u

a
ry

, 
F

e
b

ru
a

ry
, 

M
a

rc
h

, 
M

a
y,

 
J

u
ly

, 
A

u
g

u
s

t,
 

S
e

p
te

m
b

e
r,

 
O

c
to

b
e

r,
N

o
ve

m
b

e
r

a
n

d
D

e
c

e
m

b
e

r,
b

y
B

lo
o

m
b

e
rg

L
.P

.
P

e
ri

o
d

ic
a

ls
p

o
s

ta
g

e
p

a
id

a
t

N
e

w
Y

o
rk

,
N

.Y
.,

a
n

d
a

t
a

d
d

it
io

n
a

l
m

a
il

in
g

o
ff

ic
e

s
.

E
x

e
c

u
ti

ve
,

E
d

it
o

ri
a

l,
C

ir
c

u
la

ti
o

n
,

a
n

d
A

d
ve

rt
is

in
g

O
ff

ic
e

s
:

B
lo

o
m

b
e

rg
B

u
s

in
e

s
s

w
e

e
k

,
7

3
1

L
e

x
in

g
to

n
A

v
e

n
u

e
,

N
e

w
Y

o
rk

,
N

Y
10

0
2

2
.

P
O

S
T

M
A

S
T

E
R

:
S

e
n

d
a

d
d

re
s

s
c

h
a

n
g

e
s

to
B

lo
o

m
b

e
rg

B
u

s
in

e
s

s
w

e
e

k
,

P
.O

.
B

o
x

3
7

5
2

8
B

o
o

n
e

,
IA

5
0

0
3

7
-0

5
2

8
U

S
A

.
B

W
R

c
u

s
ts

e
rv

@
c

d
s

fu
lf

il
lm

e
n

t.
c

o
m

Q
S

T
#

10
0

8
3

2
7

0
6

4
. 

R
e

g
is

te
re

d
 

fo
r 

G
S

T
 

a
s

 
B

lo
o

m
b

e
rg

 
L

.P
. 

G
S

T
 

#
12

8
2

9
 

9
8

9
8

 
R

T
0

0
0

1.
 

C
o

p
y

ri
g

h
t 

2
0

2
0

 
B

lo
o

m
b

e
rg

 
L

.P
. 

A
ll

 
ri

g
h

ts
 

re
s

e
rv

e
d

. 
T

it
le

 
re

g
is

te
re

d
 

in
 

th
e

 
U

.S
. 

P
a

te
n

t 
O

ff
ic

e
. 

S
in

g
le

 
C

o
p

y
 

S
a

le
s

: 
C

a
ll

 
8

0
0

 
2

9
8

-9
8

6
7

 
o

r 
e

m
a

il
: 

b
u

s
w

e
e

k
@

n
rm

s
in

c
.c

o
m

. 
E

d
u

c
a

ti
o

n
a

l 
P

e
rm

is
s

io
n

s
: 

C
o

p
y

ri
g

h
t 

C
le

a
ra

n
c

e
 

C
e

n
te

r 
a

t 
in

fo
@

c
o

p
y

ri
g

h
t.

c
o

m
. 

P
ri

n
te

d
 

In
 

B
e

lg
iu

m
 

C
P

P
A

P
 

N
U

M
B

E
R

 
0

4
14

N
6

8
8

3
0



If you are experiencing feelings of 

anxiety, stress, fear, or isolation � 

you are not alone.

Text FRONTLINE to 741741 to

connect with a Crisis Counselor.

Free, immediate support, whenever you need it.



IBKR MARGIN LOAN
1

 

0.75%
Amount > USD 1 million

and not much higher for smaller amounts

04-IB20-1322

One World, One Account

Certain financial products are not suitable for all investors. Customers should read the relevant risk warnings before investing. Your capital is at 
risk and your losses may exceed the value of your original investment.
Interactive Brokers Hong Kong Ltd is regulated by the SFC; Interactive Brokers Australia Pty Ltd is regulated by ASIC (AFSL 453554, ABN 98 166 
929 568). Supporting documentation for any claims and statistical information will be provided upon request. [1] Annual Percentage Rate (APR) 
on USD margin loan balances as of 03/18/20. Interactive Brokers calculates the interest charged on margin loans using the applicable rates for 
each interest rate tier listed on its website. For additional informatin on margin loan rates, see ibkr.com.hk/interest.
Margin loan rates and credit interest rates are subject to change without prior notice.

Start Investing Today!              ibkr.com.hk/margin

Trading on margin is only for experienced investors with 

high risk tolerance. You may lose more than your initial investment.


