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MARKETS DIGEST

Nikkei 225 Index

16169.11 A 203.81, or 1.28%
High, low, open and close for each

trading day of the past three months.
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Data as of 12 p.m. New York time
Last Yearago

2087.13 A3.88, or 0.19%

High, low, open and close for each
trading day of the past three months.

Trailing P/E ratio *  23.
P/E estimate * 17.
Dividend yield 2.

85 2173
87 17.90
19 198

All-time high: - 2130.82, 05/21/15

* P/E data based on as-reported earnings from Birinyi Associates Inc.

|
|‘rl+ .|T+1I‘

h +lhr“'m

!H! 'm, ial

i TTTT !i

+‘IT

2160

2120

2080

2040

2000

65-day méving average

1960

1920

Mar. Apr. May June Apr. May June Mar. Apr. May June
International Stock Indexes Dataasof12pm NewYorktime | Global government bonds
Latest 52-WeekRange vio | Latest, month-ago and year-ago yields and spreads over or under U.S. Treasurys on benchmark two-year
Region/Country  Index Close  NetChg %chg Low Close High %chg | and 10-year government bonds around the world. Dataas of 12 p.m.ET
World The Global Dow 2346.72  3.90 l0.17 2033.03 ° 260596 0.4 Country/ Spread Over Treasurys, in basis points Yield
MSCI EAFE 1658.15 4.96 .0_30 1471.88 ° 1956.39 -3.4 Coupon Maturity, in years Yield Latest Previous ~ MonthAgo  Yearago  Previous Monthago Yearago
MSCIEMUSD 82443 326 .0.40 691.21 ° 1044.05 3.8 3.250 Australia 2 1.681 92.7 90.5 75.8 1273 1.642 1.639 1.894
Americas  DJ Americas 50249 042 o.08 43338 e 5225 31 g;gg = 12 ::E 122; l‘g-g 1‘3‘2-5 g;z (2):;‘2 Si;g éigi
Brazil Sao Paulo Bovespa 49916.96 -412.41 0,82 37046.07 e 5497770 15.1 : Belgium 2 0. ol 220 /2 L - -
Canada  S&P/TSX Comp 1401128 -386  -0.03] 11531.22 o 1499533 7.7 0.800 10 SOIZ90N 1401 193 1438 1058 BNOEWAS 0405 1202
Mexico  IPCAIl-Share 45437.57 -342.09  -0.75 1M 39256.58 o 4650532 57 1000 France2 0452 -1206 1158 1286 760 -0421 0405 -0.139
Chile Santiago IPSA 309782 -497  -0.16] 273024 o 324362 52 gggg - 1‘2’ g:;i ig;: g;z gii 13:3 g;‘zg gzgg Hgi
. ermany 0. -132. -132 -137. -82. 0. -0. -0.
us. DJIA 1762651 2164 Jolz 1537033 o 18lessL 23 0500 10 0054 1636 1635 1676  -1503 0055 0167 0757
Nasdaq Composite 4836.39 -0.83 -0.02[ 4209.76 ° 5231.94 -34 2500 taly 2 0,027 780 750 922 238 0013 0,042 0.383
S&P500 Zoigg 3.8 '0.1337 1818;2 ° Zléigg ié 2.000 10 1374 316 319 356 18 1371 1487 2277
CBOE Volatility 23 016 o, 8 e 2 L 0.100 Japan 2 -0.244 -99.8 985 1117 615 -0.248  -0.237 _ 0.006
EMEA Stoxx Europe 600 340.04 237 [Ho.70 303.58 ° 406.80 -7.0 0.100 10 -0.140 -183.0 -1833 -1948  -1841  -0.143 -0.105  0.419
Stoxx Europe 50 2850.84  27.93 099  2556.9 ® 354118 -8.0 0.500 Netherlands 2 -0.535 -128.9 -127.6 -138.4 793 -0.539 -0.504  -0.172
France CAC40 4367.24  26.48 o061 389246 o 5217.80 -5.8 0.250 10 0.155 -153.6 1527 -158.6 -1244 0162 0.257 1016
Germany ~ DAX 10015.54  53.52 Mos4  8699.29 ° 11802.37 -6.8 4350  Portugal 2 0.413 -34.1 -310 -58.7 571 0427 0.294  0.050
Israel Tel Aviv 1428.63 -1.76 -0-12‘ 138334 e 1728.89 -6.5 2.875 10 3.165 147.5 1446 1255 77.4 3.135 3.098 3.033
Italy FTSEMIB 1743117 77.72 .0.45 15773.00 e 24157.39 -18.6 4,500 Spain 2 -0.010 -76.4 764 -96.5 -19.7  -0.027 -0.085 0.424
Netherlands AEX 44039  3.89 [imos9 37853 ° 506.05 -0.3 1.950 10 1512 -17.8 -209 -26.2 5.5 1.481 1.581 2314
Russia RTS Index 937.22 218 l0.23 607.14 ° 979.74 23.8 4.250 Sweden 2 -0.588 -134.2 -1325 -131.5 -87.8  -0.588 -0.435 -0.257
Spain IBEX 35 8667.30 20.20 l0.23 7746.30 ° 11612.60 -9.2 1.000 10 0.581 -110.9 -111.2 -104.8 -130.2 0.578 0.795 0.958
Switzerland Swiss Market 7935.75 3553 .0.45 7425.05 ° 9537.90 -10.0 1.250 UK. 2 0.508 -24.6 -269 -433 8.7 0.468 0.447 0.708
SouthAfrica Johannesburg AllShare 5295518 -76.96  -0.15]| 45975.78 e 5476091 45 2.000 10 1.291 -39.9 -45.0 -39.0 =239 1240 1.453 2.021
Turkey BIST100 77531.37 8.28 l0.01 68230.47 ° 8693134 8.1 0.625 us. 2 0.754 0.737 0.880 0.621
UK FTSE100 6226.55 22.55 .0.36 5499.51 () 6873.43 -0.3 1.625 10 1.690 1.690 1.843 2.260
Asia-Pacific DJ Asia-Pacific TSM 137237  9.07 .0.67 1188.42 ° 1561.66 -1.3
Australia  S&P/ASX 200 527440 17.60 o33 4765.30 ° 570670 -0.4 | Commodities  Prices of futures contracts with the most openinterest 12 p.m. New York time
China Shanghai Composite 2878.56 -10.25 -0.35‘ 2655.66 @ 4690.15 -18.7 | EXCHANGE LEGEND: CBOT: Chicago Board of Trade; CME: Chicago Mercantile Exchange; ICE-US: ICE Futures U.S; MDEX: Bursa Malaysia
_ Derivatives Berhad; TCE: Tokyo Commodity Exchange; COMEX: Commodity Exchange; LME: London Metal Exchange;
HongKong  Hang Seng 20668.44 158.24 077 1831958 e 2780497 =57 | \y\EX: New York Mercantile Exchange; ICE-EU: ICE Futures Europe. Data as of /20/2016
India S&P BSE Sensex 26812.78 -54.14 -0.20‘ 22951.83 () 28504.93 2.7 ——————— One-Day Change Year Year
Indonesia  Jakarta Composite 487871 15.18 fo31 412050 o 498291 62 Commodity Exchange _ Lastprice Net Percentage high low
Japan Nikkei Stock Avg 16169.11 203.81 128 1495261 @ 20868.03 -15.1 Corn (cents/bu)  CBOT 408.25 1850 -4.34% 444.00 355.75
Malaysia  KualaLumpurComposite  1637.69 3.6 Jor 153214 o 174419 -32 5°:bea"5<ce“t5/bu> ceot 1};;‘;(5) 12?8 163 l: 1;223? 22388
_ N Wheat (cents/bu)  CBOT I -8. -L74 M . .
New Zealand SEP/NZX 50 663940 3014 -0 o088 o a8l Livecattle cents/b) CME 110775 0525 ) 0.48% 15350 109575
Pakistan KSE100 38415.31 -54.51 -0.14‘ 30564.50 e 38776.94 17.1 C S/t - CEUS 3'147 '24 I0'77 3'241 2'745
. 0Coa on - 5 . ., "
Philippines ~ PSEi 7767.23 101.90 133 6084.28 e 7767.23 117 Coffee oy ICEUS 0 13 096H 65 115
Singapore  Straits Times 2789.45 -11.42 -0.41[008 i532.72 ° 3';‘7?;12 -ii Sugar onts/by ICEUS 9.9 027 1378 022 1292
SouthKoreaKospi 198270 158 Jo. 829.8 o 07.33 1. Cotton(cents/by  ICEUS a3 186 26 4660 5119
Talv_van Welghted 8684.85 58.93 -0.68 7410.34 [ ] 947634 4.2 Robusta coffee ($/ton) ICE-EU 1711.00 18.00 . 1.06 1,74800 1[40000
Thailand SET 1430.80 8.81 -0.62 1224.83 ° 1519.47 11.1 Copper (5/Ib) COMEX 21135 0.0165 1079 93295 1.9690
Source: SIX Financial Information;WSJ Market Data Group Gold ($/troy 0z COMEX 1272.90 -19.20 190 1,318.90 1,065.70
Silver ($/troyoz) ~ COMEX 17.295 -0.219 -1.250 18.060 13.810
Currencies London close on June 21 Aluminum ($/mt)”  LME 1,618.50 450 §0.28 1,675.00 1,451.50
Yen, euro vs. dollar; dollar vs. major U.S. trading partners Ussus Tin /mt) LME BRETE-NEN  -175.00 L1021 1750000 13,225.00
— Tue YIDehg Copper ($/mt)* LME 4,595.00 60.00 w132 5,070.50 4,320.50
15% Country/currency  inUSS perUss (%) Lead ($/moy ME  1,712.00 -2.00 0.2 1,888.00  1598.00
Europe Zinc ($/mt)” LME 1,999.00 9.00 J10.45 2,082.00 1,467.00
10 WS Dol e Bulgarialev 05758 1.7366 -3.5 Nickel ($/mt)" LME 9,250.00 180.00 = 1.98 9,575.00 7,750.00
5 v groat'akuna gi‘zlzg o%géi -gg Rubber (Y.0l/ton)  TCE 153.60 -0.20 -0.13 165.00 147.20
0 CoechRep kornab 0,016 24.039 -34 Palmoil (MYR/mt)  MDEX 237200 -28.00 1170 270700 2370.00
v Denmark krone 0.1514 6.6046 -3.9 Crude oil ($/bbl.) NYMEX 49.07 -0.89 -1.78 Wl 52.28 32.22
-5 Hungary forint 0.003576 279.67 =3.7 NY Harbor ULSD ($/gal.) NYMEX 1.5035 -0.0315 -2.05 | 1.5876 0.9643
10, ‘ o L ::e'a"d kliona O%Uf;gg ézglgg -zg RBOB gasoline (§/gal) NYMEX 15762 -0.0192 1201 1.6591 1.1366
2015 2016 Polandaloty 02562 39029 05 Natural gas ($/mmBtu) NYMEX 2.797 0.002 10.07 2.8270 2.0090
e e Russia ruble-d 0.01561 64.044 =10.9 Brent crude ($/bbl) ICE-EU 50.35 -0.94 -1.83 53.30 31.33
e ey Swedenkrona 0.1211 8.2610 =-2.2 Gas oil ($/ton) ICE-EU 446.00 -7.00 -1.55 W 472.50 285.50
e o e ' Switzerlandfranc  1.0419 0.9598 -4.2
Country/currency inUS$  perUS$ (%) Country/currency inUS$  perUS$ (%) Turkeylira 03435 2.9115 -0.2 Sources: SIX Financial Information; WSJ Market Data Group
y
- Hong Kong dollar 0.1289 7.7589 0.1 3 .
Americas India rupee 00148 677383 2.3 Ukraine hryvnia 0.0402 24.9050 3.8
Argentinapeso-a  0.0721138670 7.2 o pee h 00000754 13971 -aq UK-pound 14670 06817 0.4 | Cross rates London close on Jun 21
Brazil real 02941 34006141 R e 10456 -131  Middle East/Africa
Canada dollar 0.7802 1.2818 -7.4 Kapa'l'd’:e” 0.002983 33525 10 Bahraind, 26521 03771 001 usD GBP CHF Y HKD EUR DN AUD
Chile peso 0.001480 67590 -4.6 \ozakhstantenge 0. oo T Bamaindnar G521 03771001 | B 13399 19660 13959 0.0128 01727 15089 10455
Colombia peso 00003360 297641 6.2 Macau pataca 0.1250 7.9972 -0.1  Egyptpound-a 0.1126 8.8809 13.4 - d - : . - .
EcundorUsdolarf 11 unch Malaysiaringgitc  0.2478 40359 -6.2  lsrael shekel 0.2591 3.8600 -0.8 | Canmada 12818 18805 13353 00123 01652 14432 0.9565
Mexico peso-a 0.0536 186514 8.4 New Zealand dollar  0.7136 1.4013 -4.2  Kuwaitdinar 3.3214 0.3011 -0.8 | Euro 0.8881 13029 0.9251 0.0085 0.1144 0.6929 0.6626
Perusolp 03017 32615 -39 Pakistanrupee 0.0095 104.800 -0.1 Omansulrial 2.5974 03850 0.01 | HongKong 7.7589 11.3822 8.0838 0.0742 8.7376 6.0529 5.7889
Uruguay peso-e 0.0325 30730 2.7 Philippinespeso  0.0216 46.365 -L1 Qatarrial 0.2746  3.641-0.04 | japan 104.5610 1533700 108.9400 13.4760 117.7200 815800 78.0300
Venezuelabolivar  0.100100 9.99 58.4 Singapore dollar 0.7449 1.3424 -5.4 SaudlAra!)lanyaI 0.2666 3.7504 -0.1 Switzerland 0.9598 14083 0.0092 01237 1.0810 0.7489 07162
South Koreawon  0.0008653 1155.67 =1.7  South Africarand 0.0677 14.7636 -4.6 UK 06817 07101 0.0065 0.0879 07676 05318 05086
Asia-Pacific SriLankarupee  0.0068442 146.11 1.3 Close NetChg %Chg VD3 | — - : - : : } }
Australia dollar 0.7463 13399 -2.4  Taiwandollar 0.03108 32.178 -22 WsJDollarindex 8568 022 0.25 -4.99 | Y5 14670 L0419 LA 01289 11260 0.7802 0.7463
Chinayuan 0.1517 6.5906 1.5 Thailand baht 0.02836 35.260 =2.1  sources Tullett Prebon, WSJ Market Data Group Source: Tullett Prebon
Key Rates Top Stock Listings 12 p.m. New York time
Latest 52 wks ago % YTD% % YTD% % YTD% H H
Libor Cur Stock Sym Last Chg Chg | Cur Stock Sym Last Chg Chg |Cur Stock Sym Last Chg Chg ASla TltanS 50
Onemonth 0.45080%  018700% = = ¥ TakedaPh, 4502 448100 081 -2612|£  RioTint RO 203150 044 263 | Last 130.47 A 1.34, or 1.04% YTD V¥ 4.3%
Three month 0.64185 028075 AsiaTitans HKS T:niegtHZIrnTings 0700 17290 129 13.23 | CHF R:JOCI:ZH‘:dgctf ROG 24600 008 -1L00 as_ ' '
Sixmonth 0.93115 044380 | {5 AlAGroup 299 4500 011 343 |¥  TokioMarneHidg 8766 350800 026 2555 |£ RoyDtchshelA RDSA 180850 081 1851 |  High 50-day 150
One year 125250 076875 |y AstellasPharma 4503 160500 382 731 |¥  ToyotaMtr 7203 5637.00 124 -2472|€ SAP s 7027 096 424 Close moving average 140
Euro Libor AU$  AustNZBk ANZ 2425 163 -13.18 | AU$ Wesfarmers  WES 40.60 -007 -243|€  Sanofi SAN 70.03 076 -10.90 Low re- v 130
Onemonth -0.35843%  -0.07286% | AUS BHP BHP 1869 -0.95 465 | AUS WestpacBanking WBC  29.68 071 -1156 |€  ScheiderElectric SU 5734 088 909 | =reieem o e e L
Threemonth -028357 ‘001571 | HK$ BankofChina 3988 303 100 -1243 | AUS Woolworths  WOW 2119 -0.89 -1351|€  Siemens SIE 95.76 085 654 BrEeere 120
Sixmonth -0.16600 0.05571 HK$ CKHutchison 0001 91.05 066 -12.79 € Telefonica TEF 890 099 -13.01 110
Oneyear 003571 016929 | HKs cNOOC 0883 959 246 1384 Stoxx 50 € Totl o302 00 63 100
Euribor ¥ Canon 7751 3106.00 214 -1548 | CHF ABB ABBN 20.39 049 13.53 | CHF UBSGroup UBSG 1481 144 -2413
Onemonth -035800%  -0.06600% |¥  CentrallapanRwy 9022 18345 149 -1507 | €  AXA s 2077 127 -17.68|€  Unilever UNA 4016 176 014 25 1 8 15 22 29 6 13 20 27 3 10 17
Three month -0.26600 -0.01400 HKS ~ChinaConstructnBk 0939 520 078 207 [€  ALiquide A 9423 073 -9.09 |£  Unilever ULVR 315500 124 781 Apr. May June
Sixmonth -0.15900 0.04800 HK$ ChinaLifelnsurance 2628 16.74 012 -3331|€  Alianz ALV 136.45 066 -16.57 |£  VodafoneGroup VOD 21455 074 292
Oneyear -0.02900 016300 HK$  ChinaMobile 0941 86.55 135 -1.09 | €  AnheuserBusch ABI 11395 106 -039 | CHF Zurichinsurance ZURN 23290 047 -9.87
YenLibor AU$ CmwithBkAust ~ CBA 75.08 119 -1222 | £  AstraZeneca AZN 387250  0.64 -1612 DJI A StOXX 50
Onemonth -0.06900% 006500% | ¥  EastlapanRailway 9020  9399.00 121 -1791 [ €  BASF BAS 69.81 014 -129 . % )/
Three month -0.03371 009714 ¥ Fanuc 6954 16285 087 -2275|€ BNPPabas  BNP 4607 108 -1179|$  AmericanExpress AXP 6197 05 -oso | Last 2850.84 A 27.93, or 0.99% YTD v 8.0%
Sixmonth -0.01007 013643 | ¥  Hitachi 6501 47280 042 3163 |£  BTGroup BTA 42625 -066 -964|5  Apple AAPL - 9616 111 865 3000
One year 0.08329 025257 | TW$ HonHaiPrecsn 237 8070 025 -012|€ BancoBiVizAr BBVA 558 047 -1636|$  Boeing BA 13172 078 -850 2900
Offer Bid | ¥ HondaMotor 7267 276400 060 -2931|€  BancoSantander SAN 403 174 ey |$  Catepilr  CAT 7654 014 1263 . g
Eurodollars KRW HyundaiMtr 005380 138000 110 738 | £  Bardays BARC 18035 198 -761|®  Chevron QX 10303 040 1452 |}, [l et — r 2800
Onemonth 05000%  04000% | HKS mdsComml 1398 429 214 833 |€ Bayer BAYN 9174 146 2078 § CoaSystems - (5C0 igig i gg‘z’ Y e 2 Lepborer Lo 2700
Three month 0.6500 05500 | ¥ JapanTobacco 2914 427700 193 434 |£ BP BP. 38230 088 7.9 : D°°a o Dis 535 0 586 Lhp 2600
Sixmonth 10000 09000 ¥ KDDI 9433 311500 267 -124 | £  BritishAmTob  BATS 424750 030 1264 : D‘S'P‘eyt o0 6731 '0'36 '1'07
Oneyear 13000 12000 | ¥ Mitsubishi 8058 180300 014 -1109 | CHF FinRichemont  CFR 5915 076 1796 | ¢ E” °”M o oM P 0m T 2500
Latest  52wksago ¥ MitsuUFJFin - 8306 506.00 124 -3317 | CHF CreditSuisse ~ CSGN 1254 040 -4L61 s GZE%TECOI GE 3095 037 066 24 1 8 15 22 29 6 13 20 27 3 10 17
Prime rates ¥ Mitsui 8031 123650 053 -1446 [ €  Daimler DAI 58.66 053 -2439 $  Goldmansachs G5 14750 011 -1811 Apr. May June
Us 3.50% 3259 | ¥ MizuhoFin 8411 161.20 031 -3380 [ €  DeutscheBank  DBK 1480 221 -3430 S HomeDepot HD 127.85 0.18 73'33
Canada 2:70 285 ¥ NTTDoCoMo 9437 269800 147 862 |€  DeutscheTelekom DTE 1445 -0.62 -12.56 5 Intel P INTC 3223 017 646
) AUS$ NatAustBnk NAB 25.67 031 -1500 [ £  Diageo DGE 182300 061 -180 ' . ’ H
o W e Si01 680 0 1612 | e o iy |l 2w 1w us) Dow Jones Industrial Average P/E: 19
Policy rates ¥ NipponTeIeg 9432 450000 119 -695|f  GlaxoSmithkiine GSK 141650 -0.04 317 $  JohnsJohns N 11629 -021 1321 | Last 17826.51 A 21.64, or 0.12% YTD A 2.3%
0.00% 0.05% ¥ NissanMotor 7201 101500 045 -20.67 [ £  HSBCHidgs HSBA  439.80 056 -17.98 $  McDonalds MCD 12244 079 360
Britain 050 050 | ¥ NomugHdgs 8604 41740 114 3854 | €  INGGroep INGA 1049 101 1570 | ¢ perck MRK 5634 036 646 18500
Switzerland 0:50 0:50 ¥ Panasonic 6752 93970 163 -2425|£  ImperialBrands IMB 366650 001 223|¢  Microsoft MSET 5104 194 -8.00 . 18000
) HK$ PetroChina 0857 531 057 432|€ IntesaSanpaclo ISP 215 247 3025 NikeCIB NKE 076 -12.36 R L TR kil 1
Australia 175 200 ) $ 54.77 bore r Frbepelly L 17500
US discount 100 075 HK$ PingAninsofChina 2318 3430 044 -2005|€  LVMHMoetHemessy MC 14320 049 -L17|s  pfizer PFE 370 059 751 | Thepsl LlpeLT L1 122 e, L L
Fed-funds target 0.25 0.00 $  ReliancelndsGDR RIGD 2895 220 -539 | £  LloydsBankingGroup LLOY 7033 047 -375|$  proctersGamble PG 8359 066 526 17000
Callmoney 225 200 | AUS RiTinto RO 4421 129 -112|€  Loreal OR 16740 130 779|s 3m MMM 17128 003 1370 16500
3 } ’ KRW  SamsungElectronics 005930 1448000  1.19 1492 | £  NationalGrid NG. 98170 063 471|$  TravelersCos TRV 11291 027 0.04
Overight repurchaserates g0 | ¥ SevenSiHdgs 332 419400 265 -19.03 | CHF Neste NESN 7185 098 362|S  UntedTech  UTX 10159 011 574 16000
EL.Jr.ozone r;a ° r.1a " |¥  SoftBankGroup 9984  5842.00 141 -4.84 | CHF Novartis NOVN 7635 053 -1204|$  UnitedHealthGroup UNH  138.40 -0.09 17.65 24 1 8 15 22 29 6 13 20 27 3 10 17
8 @ ¥ sumitomoMitsui 8316 324100 176 -29.64 | DKK NovoNordisk8 ~NOVO-B 344.40 100 -1388[$  VISACIA v 773 014 041 Apr. May June
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Japanese Shares Lead Gains in Region

Most markets rise on
expectations U.K. will
stay in the EU; yen
jumps early, then slips

By DoMINIQUE FoNG

Shares in Asia mostly rose
Tuesday, as investors bet that
the U.K. would vote to remain
in the European Union.

Japan’s Nikkei Stock Aver-
age ended up 1.3% at 16169.11,
Australia’s S&P/
ASX 200 rose
0.3% to 5274.40
and Korea’s Ko-
spi gained 0.1%
to 1982.70. Hong Kong’s Hang
Seng Index ended up 0.8% at
20668.44, while China’s Shang-
hai Composite Index fell 0.4%
to 2878.56.

Growing relief that the UK.
might stay in the EU propelled
U.S. stocks higher overnight,
with the sentiment spilling
over into Asia on Tuesday.
Two weekend polls showed—
by small margins—that U.K.
voters were against a British
exit, or “Brexit,” from the EU,
though polls released Monday

TUESDAY'S
MARKETS

Potato-chip maker Calbee rose 4.4% in Tokyo as stocks driven by domestic demand attracted bids.

night were mixed.

Investors in Asia were pay-
ing close attention to the Brit-
ish vote in view of a data-light
week for regional economic
news. Even a slight change of
direction in the polls can have
a large impact on the yen,

whose strength hurts the com-
petitiveness of Japanese ex-
porters.

In the U.S., stocks were lit-
tle changed, as investors
largely shrugged off Federal
Reserve Chairwoman Janet
Yellen’s remarks before Con-

gress on Tuesday.

In her prepared remarks for
the Senate Banking Commit-
tee, Ms. Yellen struck a
slightly more cautious note,
saying that while the Fed con-
tinues to forecast gradual rate
increases, it still sees “consid-

TOMOHIRO OHSUMI/BLOOMBERG NEWS

erable uncertainty about the
economic outlook.”

Investors said her remarks
were largely in line with what
they had expected.

The Dow Jones Industrial
Average rose 38 points, or
0.2%, to 17842 in early after-
noon trading, extending Mon-
day’s rally. The S&P 500 gained
0.2%, and the Nasdaq Compos-
ite Index edged up 0.1%.

The Stoxx Europe 600 rose
0.7%. On Monday, polls show-
ing that the U.K. may vote to
stay in the EU had spurred the
greatest one-day gain in Euro-
pean stocks since August.

In early Asian trading
hours, the Japanese yen
veered close to a 22-month
high against the U.S. dollar—
stubbornly strong despite gen-
eral relief over lower chances
of a Brexit.

Analysts said the yen’s rise
showed investors were keep-
ing long bets on the safe-ha-
ven currency as a hedge, in
case a Brexit roils markets.

But the currency weakened
slightly after Japan’s finance
minister, Taro Aso, said in the
morning that the government
wouldn’t intervene in currency

markets “easily.” The yen was
trading at 104.55 to the dollar
in Asia.

“We’ll see a mixture of a
yen strengthening and weak-
ening as long as the outcome
of the UK. referendum re-
mains uncertain,” said IG Se-
curities market analyst Junichi
Ishikawa. As the yen gave up
ground, the Nikkei drifted
higher. Risk-taking sentiment
wasn’t strong, however. Phar-
maceutical and food shares at-
tracted bids, as stocks that are
driven by domestic demand
tend to be resilient in times of
economic uncertainty.

Astellas Pharma gained
3.8%, and potato-chip maker
Calbee gained 4.4%.

Though Brexit worries have
eased, some investors still
trimmed their positions ahead
of the UK. referendum on
Thursday. Market analysts and
economists at Citigroup said
in a note that the bank re-
cently cut risk to portfolios,
including overweight bets in
Asian emerging-markets rates
and bonds, “in view of the po-
tentially large market swings”
leading up to and after Thurs-
day’s vote.

ETHER

Continued frompage B5
nected computers. Microsoft
Corp. gave the fledgling plat-
form a big boost last October
when it integrated Ethereum
into its Azure business-services
product.

Assuming the new technol-
ogy’s cybersecurity concerns
can be ironed out, Ethereum’s
benefits could include lower
costs, higher transparency and
less control from governments
or powerful private companies.

Ethereum is the brainchild
of Vitalik Buterin, a 22-year-old
Russian-Canadian who con-
ceived of it in 2013. At the time,
the budding computer scientist
had dropped out of the Univer-
sity of Waterloo in Ontario to
co-found Bitcoin Magazine.

Mr. Buterin’s Ethereum hold-

ings of about 530,000 “ether”
coins fell to about $6.4 million
in value Monday from $11 mil-
lion before last week’s attack.

Now, he is trying to restore
confidence, pointing out that
the hack didn’t hit the
Ethereum network directly but
a company that was dedicated
to funding projects on it. “The
Ethereum protocol is 100%
fine,” he said in an email Mon-
day, though he acknowledged
the incident underscored chal-
lenges that remain in trying to
build the “higher-level stan-
dards and tools” to make the
platform secure.

Whether Ethereum will ever
eclipse bitcoin is debated in
technology circles. While the
two currencies operate over de-
centralized networks of com-
puters, bitcoin is designed for
one purpose: currency transac-
tions. Ethereum is designed to
facilitate a wide variety of

transactions and contracts,
from health care to advertising
and travel.

Bitcoin and ether “serve dif-
ferent purposes,” said Tyler
Winklevoss, who runs a digital
currency exchange, Gemini,
that trades both. “The way we
view bitcoin, it’s a better [ver-
sion of] gold,” he said. “The
way we view Ethereum, it’s the
world’s largest virtual com-
puter.”

Mr. Winklevoss and his
brother Cameron have long
been proponents of bitcoin,
which some proponents con-
sider a hedge against global fi-
nancial instability. The Winkle-
voss twins started amassing
their Ethereum stake this year,
and chalked up the hack last
week to “growing pains.”

Technologists bill Ethereum
and other blockchain projects
as more transparent, efficient
and secure than existing online

platforms, while critics say the
technology is largely unproven
and has a long way to go before
it achieves stability and main-
stream adoption.

Since its founding in 2013,
Ethereum has drawn interest
from companies such as Micro-
soft and Deloitte LLP, and in-
vestors including British singer
Imogen Heap, who released and
sold a song, “Tiny Human,” via
an Ethereum-based platform.

The DAO, which stands for
Decentralized Autonomous
Organization, was built to be a
sort of venture fund for
Ethereum-based startups. In
May, it raised more than $150
million via crowdfunding. The
idea was to issue “DAO tokens”
to investors that would allow
them to vote on whether to
fund startups.

On Friday, an unidentified
assailant exploited a bug in the
DAO’s open-source code that al-

Tyler Winklevoss runs an exchange for virtual currencies.

lowed them to divert about $55
million worth of ether to a pri-
vate account. Within an hour
on Friday, the price of DAO to-
kens plunged more than 60%
after the hack was discovered,

pulling ether down with it.
The fund now plans to
“erase” the bad transactions by
upgrading its code, returning
money to stakeholders and
shutting down the fund.

STREET

Continued frompage B5
pressure from a weak pound.
If investors believe this will
come to pass, they should ex-
pect a higher rate in the long

run. Falling bond yields and a
drop in the expected interest
rate in five years priced into
swaps show few think such an
outcome probable.

The latest polls suggested
the chance of Brexit had re-
ceded. We will only find out
early on Friday morning

whether the polls and the mar-
ket are right that Britons are
turning against Brexit.

If both are wrong and the
Brexit camp wins, investors
should be less dogmatic both
about how far the pound could
fall and how the Bank of Eng-
land will react.

Sound as a Pound

Britain has had a sterling crisis at least once a decade since World War Il. In all except the 2008-'09
devaluation, the Bank of England raised rates to try to protect the currency.
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COAL
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mining industry.

Coal markets have been in
decline since 2011 thanks to a
global glut caused by supplies
from new mines and expan-
sions that were planned when
prices were booming. Appetite
from China has meanwhile
ebbed as officials there work to
curb industrial overcapacity
and clean up polluted skies.

Many miners including Glen-
core PLC, the world’s No. 1
thermal-coal shipper, have cut
coal output or closed unprofit-
able mines. Others including
Peabody Energy Corp., the
U.S.’s biggest coal miner, have
filed for bankruptcy.

Meanwhile, analysts project
that global oversupply will take
several years to clear.

Over the past five years, the
value of thermal and coking
coals has declined about 60%
and 70%, respectively. The out-
look has been muddied by
evolving climate-change poli-
cies and doubts about how
quickly China will pursue its
goals of restructuring the econ-
omy and reducing air pollution.

“There is a considerable de-
gree of uncertainty about how
global energy demand will
evolve, and the further you look
into the future, the greater that
uncertainty becomes,” said Al-
exandra Heath, the Reserve
Bank of Australia’s head of eco-
nomic analysis, in a speech on
Tuesday. “We do know the
growth in energy demand over
the past couple of decades is
unlikely to be sustained, partly
because the drivers of that
growth are likely to diminish
and partly because energy effi-
ciency increases over time.”

Ms. Heath said coal’s low
cost and reliability should help
support the market, but she
added that “demand for coal is
not likely to increase signifi-
cantly from current levels.”

For its part, BHP—a major
supplier of thermal coal and
the world’s No. 1 exporter of
coking coal—signaled it would
stick by the beleaguered busi-
ness and raise output by work-
ing the mines it runs harder.

BHP said it is optimistic
about the outlook for coking
coal largely because of rising
demand in India, where compa-
nies are investing in steel mills.
A government official last year
estimated that steel production
capacity there could triple by
2025.

“The developing world
needs steel. Steel needs coking
coal,” Mr. Henry said. “Short-
run dynamics belie this long-
term positive outlook.”
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Oil Should
Stay Weak,

‘Brexit’ or No

Markets don’t always have
a sense of proportion.

After doubling from their
February low, oil prices gave
up around one-tenth of their
value in the six sessions
through last Thursday. Then
they surged by nearly 8%
through Monday, with many
people believing that the
reason is the shifting odds of
a “Brexit” vote.

The sharp swings would
suggest that a nation with
2.3% of global gross domes-
tic product was voting on
whether to return to the
Stone Age, not exit a politi-
cal and economic union.
Meanwhile, oil’s first foray
back above $50 a barrel two
weeks ago was fueled by a
similar percentage of crude
production being offline
around the world for various
temporary reasons.

Crude’s status as a proxy
for risk explains the big
swings, but what happens
when the dust settles?

It looks like prices will
struggle to build on their
gains, Brexit or no. Although
the energy market has
moved from oversupply to
balance about a quarter ear-
lier than some had pre-
dicted, JBC Energy points
out that global stockpiles of
crude and refined products
have built by about 800 mil-
lion barrels since the second
quarter of 2014.

That means that even if
rising consumption leaves
the market short by one mil-
lion barrels a day and all of
that came out of stockpiles,
it still would take more than
a year to draw down half of
the excess. Even that out-
come could be optimistic.

Barring supply disruptions
or a sharp acceleration in
global growth, a sustained
rally in oil prices is a long
way off. —Spencer Jakab

Inflation May Be the Fed’s Friend

The Federal Reserve has
an ammunition problem. In-
flation may be the only way
to solve it.

Participants in the Fed’s
meeting last week not only
cut their target-rate projec-
tions through 2018, they also
lowered estimates for where
they think rates will be be-
yond that. Their median
“longer-run” projection for
rates now centers on 3%,
well below the 4.25% offered
up in 2012, when the Fed be-
gan releasing interest-rate
projections.

That means that even if
the Fed reaches its goal of
2% inflation and full, not-
too-hot, not-too-cold em-
ployment, it thinks it will
take a lower level of over-
night rates to keep the econ-
omy stable. It is a reflection
of a belief that the neutral
rate—the inflation-adjusted
overnight rate that is consis-
tent with the economy oper-
ating at full potential—has
fallen since the financial cri-
sis. That decline could re-

Core Concern

Change in consumer prices,
excluding food and energy, from
a year earlier
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verse itself if, for example,
productivity rises again. But
for now, the 3% longer-run
overnight-rate projection is
consistent with recent re-
search from the Fed suggest-
ing the long-run level of the
neutral rate is around 1%.
What is worrisome about
this is that when recessions
have hit in the past, the Fed
usually has cut rates by at

ALEX WONG/GETTY IMAGES

Federal Reserve Board
Chairwoman Janet Yellen

least 4 percentage points in
its efforts to revive the econ-
omy. So the Fed’s 3% rate
projection is tantamount to
an expectation that when-
ever the next recession
comes, the Fed won’t be able
to resuscitate the economy
with rate cuts alone.
Instead, the central bank
will have to again resort to
tools like quantitative eas-

ing, which, as recent experi-
ence has shown, aren’t as ef-
fective as rate cuts.

An alternative would be
for the Fed to accept more
inflation than what it has
targeted—not just on a tem-
porary basis, as economists
arguing for an overshoot
have suggested, but on a
lasting basis. The Fed’s pre-
ferred measure of consumer
prices was up 1.6% in April.
Inflation of, say, 3% would
allow the Fed to set over-
night rates at 4%, providing
it with more of a cushion to
cut interest rates when the
economy sours.

For investors, a more in-
flation-tolerant Fed could
make low-yielding Treasurys
even less appealing, while
making stocks relatively
more attractive since as con-
sumer prices rise, so do
profits. Of course this pre-
supposes that inflation could
get to the Fed’s new target
before the next recession
hits—hardly a sure thing.

—Justin Lahart

After JD’s Wal-Mart Pact, Still Plenty to Do

Getting an industry titan
such as Wal-Mart as a
shareholder is an achieve-
ment, but JD.com has
tougher tasks ahead.

China’s second-largest e-
commerce company, after
Alibaba Group, will issue a
5% stake to the U.S. retail gi-
ant to acquire Yihaodian, an
online shop for everyday
items. Investors sent JD’s
American depositary shares
up 4.6% Monday in response
to news of the tie-up.

The partnership is more a
case of Wal-Mart pulling
back from China’s fiercely
competitive online shopping
scene than it is a huge shot
in the arm for JD. Wal-Mart
hasn’t generally had a
smooth journey in the Mid-
dle Kingdom, struggling to

Coming Unglued
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expand its footprint quickly
or generate meaningful prof-
its there. Yihaodian, in which
Wal-Mart raised its stake
from 51% to 100% just last
year, is a small player fight-
ing against industry majors
Alibaba and JD, which con-
trol more than 80% of the

market, according to iRe-
search.

Yihaodian’s grocery niche
will be a nice addition to
JD’s strength in big-ticket
household and electronics
items, but it will contribute
little to revenue or earnings
at the outset. Wal-Mart will
continue to sell goods on Yi-
haodian’s website and also
through a new Sam’s Club
store on JD’s own portal.

JD’s stock has taken a
beating this year and has de-
coupled from Alibaba’s as
growth in JD’s so-called
marketplace business
slowed. JD started off like
Amazon, selling directly to
customers, but has moved
toward an Alibaba-style mar-
ketplace model, acting as a
platform between merchants

and shoppers. In theory, the
marketplace model allows
for higher margins and lower
inventory risks.

JD’s growth in this area,
however, slowed in the first
quarter, dimming hopes that
the company would continue
to take market share from
Alibaba. The Yihaodian ac-
quisition will boost JD’s
gross merchandise value in
the segment, but what mat-
ters more is its contribution
to the bottom line. After
years of losses, JD investors
will pay closer attention to
its margins as growth slows.

And on that end, JD can
learn a thing or two from
the advertising slogan of its
new shareholder: “Save
money. Live better.”

—Jacky Wong

China’s Cash
Heads Down
Credit Hole

For all the cash in China’s
financial system, Beijing is
having a hard time putting it
to work.

In recent months, a mea-
sure of the effectiveness of
China’s monetary policy
shows that gobs of new
credit, which in the past
would have boosted the real
economy, is instead being
lost in the proverbial wash.

China’s M1 money supply,
a measure of the most liquid
assets in the banking system
such as cash and certain
types of demand deposits, is
growing at its fastest pace in
six years. Meanwhile, M2
money supply, a broader
gauge of liquidity including
longer-term deposits, ex-
panded at the slowest rate in
a year. The ratio of these
two rose to its highest since
the data have been tracked.

Money is being created,
but it isn’t being used to
consume or invest. One ex-
planation is that new money
is going to pay down old
debts. Also, companies could
be hoarding cash.

One of the main sources
of the rapid M1 growth is
troubling: short-term,
higher-yielding investments
such as wealth-management
products in the form of cur-
rent deposits that now ac-
count for 95% of the growth
of M1. This reflects how de-
positors are shifting money
from longer-term time de-
posits, counted as M2, that
banks can lend against into
these short-term speculative
vehicles that mostly add risk
to the system, and sap
banks’ traditional deposit-
based source of funding.

For some time, the more
credit China has pumped in,
the less impact it has had on
growth. That trend is only
getting worse.

—Anjani Trivedi
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AXA Plans Cost Cuts, Asia Growth

By MATTHEW DALTON

PARIS—Insurance  giant
AXA SA released its strategic
plan for the next four years,
saying it will cut costs, ex-
pand in higher-growth regions
such as Asia and use digital
technologies to offer more
services to clients.

The announcement is part
of a plan to boost growth af-
ter eight years in which re-
cord-low interest rates have
weighed on the earnings of
AXA and other insurers. The
industry relies on bond yields
to generate a large chunk of

its profit from investing huge
stockpiles of cash.

The Paris-based company
set out a number of targets for
the period through 2020. It
aims to boost underlying earn-
ings per share by 3% to 7%
each year through 2020, gen-
erate free cash of between €28
billion and €32 billion ($31.7
billion and $36.2 billion), and
cut costs by €2.1 billion.

“Overall, the business plan
had not quite met our expec-
tation but will be seen as real-
istic in the current yield cli-
mate,” analysts at Jefferies
Group wrote.

AXA said its targets as-
sumed that interest rates
would remain at current his-
torically low levels.

The company is pushing to
use digital technologies to
evolve from a business that
merely accepts premiums and
pays claims. AXA wants to use
digital technologies to help
clients avoid health and other
risks, and sell more services
to them after a payment is
made.

“It’s still easier to buy a
book on Amazon than buying
insurance, even from AXA,”
said Emmanuel Touzeau,

Finance
Watch

CHINA
PBOC Wants Yuan

Rates to Converge
China’s central bank said in
an annual report that it planned
to cause the yuan's foreign-ex-
change rates in onshore and off-
shore markets to converge as
part of efforts to overhaul the

financial system.

In a separate statement
Tuesday, the People’s Bank of
China said it was studying the
possibility of allowing domestic
commercial banks to participate
in offshore yuan trading. Such a
measure would likely help yuan
rates at home and abroad to
converge, analysts say.

The PBOC also said it would
continue its prudent monetary
policy and create a neutral mon-
etary environment in which Bei-
jing can overhaul the economy.
The government has said it aims
to cut industrial-production ca-
pacity and reduce corporate le-
verage. —Grace Zhu

JEFFERIES GROUP
Investment Bank
Is Back in the Black

Jefferies Group LLC returned
to profitability in its fiscal sec-
ond quarter, thanks to a return
to normalcy in many of its main

businesses, underscoring the
more benign trading environ-
ment that banks have faced in
recent months.

The investment-banking unit
of Leucadia National Corp. re-
ported a profit of $53.9 million
for the three months ended May
31. That was down 10% from
$60.2 million for the same pe-
riod of 2015 but a big improve-
ment from a net loss of $166.8
million in the quarter that ended
in February.

Like many other large banks,
Jefferies was hard-hit at the
start of the year by a drying up
of risk-taking and an aversion
among clients to trading during
a broader market selloff in Janu-
ary and February. Conditions sta-
bilized in March.

Trading revenue rose 21% to
$462 million due to a 55% gain
in bond-trading revenue. Jeffer-
ies was also helped by a rever-
sal of nearly three-quarters of
an $82 million write-down that
it took during the first quarter
on two large equity positions, in-
cluding its stake in market
maker KCG Holdings Inc.

—Peter Rudegeair

INTESA SANPAOLO
Lender Sells Stake

In Visa Europe

Italian lender Intesa San-
paolo SpA said it sold its 0.49%
stake in Visa Europe to Visa Inc,
making a net capital gain of
€150 million ($169.7 million).

The bank said it would book
the gain in its second-quarter re-
sults.

The transaction follows an

agreement reached in May to
sell two payment units, Setefi
and Intesa Sanpaolo Card, for
€1.04 billion to a consortium
comprising private-equity funds
Advent, Bain Capital and
Clessidra.

—Giovanni Legorano

RABOBANK
Firm Is Quitting

Equity Trading

Dutch lender Rabobank
Group said Tuesday it is exiting
from its equity-research and
trading activities by forming a
partnership with European bro-
ker Kepler Cheuvreux.

Rabobank has acquired a 5%
stake in Kepler Cheuvreux as
part of the deal. Financial terms
weren't disclosed. The shift will
result in layoffs of 30 analysts
and traders.

Many banks are shedding
their equity-market activities in
response to shrinking volumes
and margins and tighter regula-
tions. Rabobank’s brokerage and
research business focused
mostly on the Dutch market and
lacked the scale to compete
with larger international rivals.

The partnership will give Ra-
bobank access to Kepler’s 1,200
institutional clients and the bro-
kerage firm’s sales staff. Kepler
has 10 offices across Europe and
three in the US. It employs 90
analysts covering 700 compa-
nies.

Rabobank is currently in the
midst of a far-reaching restruc-
turing that will result in 9,000
job cuts in coming years.

—Maarten van Tartwijk

AXA’s director of communica-
tions.

With new regulations in
force requiring insurance
companies to hold more capi-
tal backing traditional insur-
ance products, AXA said it
would be focusing on different
products that require the firm
to put up less capital.

These include so-called
unit-linked plans, which si-
multaneously provide insur-
ance coverage and allow the
holder to invest in stocks.

VISIUM
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Mr. Valvani most recently
had been working as a portfo-
lio manager of the hedge fund
firm Visium Asset Manage-
ment, LP.

His death comes less than a
week after the U.S. Attorney
Preet Bharara  unveiled
charges against him, accusing
him of trading on confidential
information about generic
drug approvals. A second port-
folio manager at the firm
pleaded guilty in connection

with similar trades.

Mr. Valvani, who special-
ized in pharmaceutical invest-
ments at the health-care-fo-
cused fund, allegedly obtained
the inside tips from former
FDA official Gordon Johnston,
who pleaded guilty in connec-
tion with the case. Mr. Valvani
pleaded not guilty last week in
federal court in Manhattan.

A lawyer for Mr. Johnston,
who pleaded guilty to wire
and securities fraud, previ-
ously declined to comment.

A spokesman for the Man-
hattan U.S. attorney’s office
didn’t immediately respond to
a request for comment.
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Grabbing consumers’ attention is getting harder as they ditch traditional media and
avoid ads. In response, some marketers are using data to sharpen their ad messages.
Others are making their own content—blurring the line between ads and media.

BY SUZANNE VRANICA

arry Li, a 26-year-old Atlanta na-

tive, has been binge-watching all

10 seasons of “Friends” on com-

mercial-free Netflix over the past

few months. He doesn’t pay for ca-
ble TV, but watches his favorite TV shows such
as the CW’s superhero series “Arrow” by
streaming pirated copies online.

Even then, he is out of advertisers’ reach.
The ad-blocking software on his laptop strips
out many of the commercials.

“I just like to watch a 40-minute show in
one go rather than watch the commercials,”
said Mr. Li. “The 18 minutes of ads is unappeal-
ing.”

As the global marketing industry gathers on
the French Riviera for the Cannes advertising

festival this week, there is an awareness that
grabbing consumers’ attention is getting
harder and more frustrating across nearly all
types of media. People are avoiding print ads,
skipping through TV ads and cutting cable sub-
scriptions. Reaching them online is getting
tougher, too, between the rising use of ad
blockers and the many scams in which fake,
computer-generated web traffic lures in ad dol-
lars.

As a result, companies are rewriting their
marketing playbooks. Some are blurring the
line between advertising and content, in the
hopes of passing through the filter of what
consumers actually see and read. Others are
diving deeper into data and location targeting
on the theory that consumers will embrace ads
that they find relevant.

PepsiCo Inc. recently opened a 4,000-
square-foot studio in New York to produce a

wide range of branded content from reality
programs to online films. Earlier this year, it
got big play in the plotline of Fox’s drama “Em-
pire,” when a character on the program was of-
fered an endorsement contract with Pepsi.

The idea is to not look and feel like advertis-
ing in the hope that consumers won’t skip.

“Over time, advertising has gained the repu-
tation of pollution content,” said Brad Jake-
man, president of PepsiCo’s global beverage
group. “We have to now create content that
consumers want” to watch, he said.

Almost half the 24,000 U.S. consumers sur-
veyed last year by market research firm GfK
MRI agreed that “much of advertising is way
too annoying.” In the online realm, digital-ad
interruptions are too frequent, according to
84% of people Accenture surveyed this year in
28 countries. Some 10% of desktop web users
in the U.S. have ad blockers installed, and the

practice is now ramping up on mobile.

Consumers can “skip ads, block ads and
avoid ads in their entirety,” said Laura Hender-
son, Mondelez International Inc.’s global head
of content and media monetization. The com-
pany is currently co-producing “Heaven Sent,”
a one-hour skydiving special that will promote
its Stride chewing gum and air live on network
TV this summer. “We’re shifting from media
buyer to more of a content producer,” Ms. Hen-
derson said.

The snack giant’s mobile app game “Twist,
Lick, Dunk,” which lets users dunk Oreo cook-
ies, has been downloaded seven million times
and people have spent an average of 40 min-
utes on the app, Mondelez said.

Marketers have been drawn to digital adver-
tising because of the promise of targeting con-
sumers with more precision. But the backlash

Please see ADS page R2

Big Media Needs to Embrace Digital Shift—Not Fight It

The narrative is irresistible: As young au-
diences migrate from television to digital
media and ad dollars follow them, old-school
entertainment giants are in for a world of
hurt. It will be a slow, sad
decline.

It doesn’t have to be that
way.

Big media companies like
Comcast Corp.’s NBCUniver-
sal, Time Warner Inc., Walt

AMOL Disney Co. and 21st Century
SHARMA, Fox Inc. can fight for a

MEDIA healthy cut of the action as
EDITOR money shifts to digital plat-

forms. They will have to em-
brace that shift, not resist it,
and be willing to create edgy business mod-

els, not just edgy programming.

Tying up with new media specialists like
Vice Media, Vox and BuzzFeed is only worth-
while if they bring in new audiences and
new tools to reach them.

The youth drain in traditional TV is real:
People ages 18 to 24 are spending nearly
30% less time per week watching TV than
they were in 2012, according to Nielsen. The
drop is 18% among people 24 to 35. Some
are cutting the cable-TV cord. Others are
simply spending more time on social media
or watching online video.

Digital ad spending, meanwhile, is rising
and will surpass spending on television in
the U.S. next year to reach $77 billion, ac-
cording to eMarketer. For now, digital’s rise
is coming mainly at the expense of other
media—TYV has actually been on a remark-
able run lately. But that is largely due to ad-
price increases that are unsustainable.

Over the long term, “consumers will
gradually go from TV to online video and
other digital formats,” says Vincent Letang
of research firm Magna Global. “That’s a
certainty.”

So how to cope? Old media companies

Please see TV page R2

Millennial Exodus

The youngest viewers are fleeing traditional TV the fastest.”

Change in weekly time spent watching TV since 2012

=% The 50 to 64 set is the
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.. while those ages
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Snapchat is a go-to place for brands trying to reach millennials.
In Asia, WeChat and Line are starting to strike advertising gold.

INSIDE

THE DISRUPTERS | R4

Media newcomers like Vice are producing branded content.
And ad-tech pioneer Criteo looks to stay ahead of the curve.

Traditional agencies’ business model may be under pressure,
but the impact of their creative work remains long-lasting.

ILLUSTRATION BY DANIEL HERTZBERG


http://www.djreprints.com

For personal non-commercial use only. Do not edit or alter. Reproductions not permitted.

To reprint or license content, please contact our reprints and licensing department at +1 800-843-0008 or www.djreprints.com

R2 | Wednesday, June 22, 2016

THE WALL STREET JOURNAL.

THE AD REVOLUTION

Elusive Viewers, New Media and an Evolving Industry

Gerard Baker, the Journal’s editor in chief, introduces our special report on the state of advertising

Media and
marketing exec-
utives are gath-
ering this week
at the Cannes
Lions Interna-
tional Festival
of Creativity in
southern
France to cele-
brate creativity and explore the
ways new technology is reinvent-
ing their industry.

This special report from The
Wall Street Journal takes a deeper
look at the digital revolution in
the marketing and advertising
world.

The attendance list reflects
how radically the landscape is

shifting. Once the domain of tradi-
tional advertising companies such
as WPP and Omnicom, Cannes Li-
ons has become an important
event for companies such as
Google, Facebook, Snapchat and
Vice. I will be hosting a discussion
at Cannes on Wednesday this
week featuring leading figures
from both traditional and new
participants. Please go to our
website and take a look.

Topics of conversation will
range from location-targeted mo-
bile ads and the way advertisers
are using emojis instead of words
to more serious challenges, such
as the prevalence of fake web
traffic. A major undercurrent, as
we chronicle in our package, is

the difficulty marketers are hav-
ing getting their messages
through in an era of rising ad-
blocking, ad-skipping and com-
mercial-free streaming video.

The festival is taking place at a
time when the once cozy relation-
ship between marketers and their
ad agencies is being questioned.
As The Journal has reported, re-
cent revelations by the Associa-
tion of National Advertisers indi-
cated that nontransparent
practices and rebates are wide-
spread in the U.S. ad-buying busi-
ness.

A study by the trade group
found that ad companies are be-
ing rewarded with cash rebates
from media companies for spend-

ing a certain amount on behalf of
clients. Marketers have expressed
concern that their agencies may
not have their best interests at
heart when they are negotiating
on their behalf with media and
technology companies.

Among the issues we explore
in this section are how companies
around the world are finding new
ways to connect with consumers,
from the use of so-called native
ads to the rise of newer platforms
such as Snapchat and Asian mes-
saging apps like WeChat and Line.

We also address how the busi-
ness of creating advertising is be-
ing turned upside down, as new
players from digital media compa-
nies to consulting firms ramp up

the creative services they offer
marketers. The trend is threaten-
ing to disintermediate traditional
ad agencies, which are under
pressure to reinvent their busi-
ness models to keep up with the
changing media landscape.

As the world’s leading business
publication, The Wall Street Jour-
nal has long been dedicated to
providing the best daily coverage
of media and marketing in our
pages and on our various digital
channels.

Two years ago we deepened
our coverage with the launch of a
website and newsletter aimed at
chief marketing officers, CMO To-
day. I invite you to visit the site at
wsj.com/news/cmo-today.

ADS
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over the quantity and intrusiveness
of digital marketing, and the adop-
tion of ad blockers, is forcing them
to figure out other ways to capture
users’ attention.

Advertisers like Coldwell Banker
Real Estate LLC are embracing so-
called native ads, which seamlessly
blend into a user’s feed and are
harder to distinguish from editorial
content.

“Native ads have 50% higher click-
through rates than any of our [dis-
play] banner inventory,” said Sean
Blankenship, chief marketing officer
of Coldwell, which shifted ad dollars
out of display advertising this year
and into native ads.

The company said native ads are
also an effective way to reach people
on mobile devices, where traditional
banners fall flat.

In television, almost half of U.S.
homes have a DVR, fueling ad-skip-
ping. And consumer frustration with
lengthening commercial breaks has
grown to the point where some me-
dia companies are now scaling back
ad time and trying to put a new spin
on the 30-second spot.

On Feb. 29, Comcast Corp.’s NB-
CUniversal sliced the ad load on
some of its shows such as “The
Voice” and replaced ad breaks with
content sponsored by American Ex-
press.

AmEx said the campaign, which
also included regular TV ads, drove a
50% increase in searches for the card
and a 45% increase in card applica-
tions compared with the pre-cam-
paign launch.

Some marketers are experiment-
ing with virtual-reality technology to
tell more immersive stories, while
others are using precision targeting
offered by social-media giants such
as Facebook to zero in on specific
audiences.

Belkin International, the maker of
Linksys Wi-Fi home-routers and
WeMo smart home devices, has been
showing video ads about its products
to people whose social-media pro-
files indicate they work at retail
stores. Belkin’s objective: influence
and inform retail workers, whom it
relies on to recommend products to
shoppers.

Johnson & Johnson is using data
and analytics to figure out when a
person might be most receptive to an
ad. For years, it would target new
moms with ads for baby toiletries,
but after mining what consumers
were saying on BabyCenter—a popu-
lar J&J-owned website that doles out
pregnancy tips—J&J discovered that
most moms actually shop for baby
toiletries in the 26th week of their
pregnancy.

For its Neutrogena sunscreen
campaign last year, J&J automati-
cally pushed out mobile banner ads
when UV levels were high. The ads,
which were served to people who
were close to beaches or pools,
would appear in the middle of beauty
and fashion stories on a range of
websites. Nearly 60% of consumers
J&J surveyed said they would be
more likely to try the sunscreen.

Alison Lewis, chief marketing offi-
cer of J&J’s consumer business, said
that for decades, the company would
create two 30-second TV spots, two
billboard ads and five print ads every
year. That is “not how the world
works today,” she said.

Advertising’s Shifting Winds

Digital is poised to surpass TV in ad spending...

U.S. ad spending Digital
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can angle for the dollars pouring
into online video, a market that is
growing at a 35% annual clip, ac-
cording to Magna. Here, as else-
where, Alphabet Inc.’s Google and
Facebook Inc. are dominant among
ad-supported players, respectively
getting roughly one-third and 10%
of digital video viewing minutes
among adults 18 to 49 years old.

Media companies need to rei-
magine themselves as factories of
video content: Television is one
hugely lucrative platform, but they
will ignore YouTube, Facebook Live
and Snapchat at their own peril.
Networks already pull in digital ad
dollars from Hulu—which is owned
by a trio of media behemoths—and
their own sites and apps.

Kevin Reilly, president of Time
Warner’s TBS and TNT networks,
points to “Super Deluxe,” a new
outfit the company set up to make
short-form mobile content—the
theme, he said, is “subversive com-
edy”—for social channels like Face-
book and Snapchat and incubate
long-form content that might get
on TV. The trends toward mobile
and digital consumption aren’t go-
ing away, Mr. Reilly says, and

“we’re going to choose to partici-
pate and figure out how we can
benefit.”

Of course, putting programming
online is easier said than done for
companies that enjoy the high
profits of the $170 billion-plus pay-
TV ecosystem, where the cash
pours in not just from ads but
monthly subscription fees. The
economics of ad-supported web
video have been punishing, even
for relatively popular creators. But
big TV companies have the kind of
high-quality content marketers say
is in short supply.

Emerging “virtual” cable provid-
ers—such as Sling TV, Sony and
soon Hulu—present a big opportu-
nity, but to really win over cord-
cutters media companies and their
investors will have to accept that
not every one of the TV channels
they own will make it into the
“skinny bundles” of the future.

The recent investments by big
media in new media—Disney in
Vice, Comcast’s NBCUniversal in
Vox and BuzzFeed, Time Warner in
Mashable and so forth—hold
promise, but let’s not get carried
away: These outlets aren’t TV’s
millennial-whispering saviors and
there are real questions of whether
the eye-popping valuations be-
stowed on some of them by inves-
tors are rooted in reality.

... as TV habits are changing

‘Of the time you spend watching movies/TV shows,
what percentage of time do you watch on the

following devices?’

Responses for millennials
(ages 14-32), 2015

Laptop/
desktop

Tablet

TV

Smartphone

..Where Facebook and Google dominate

Projected 2016 net mobile internet ad revenue worldwide, in billions

Alibaba
$9.2B

Google

$34.1B

Still, they do have real expertise
to tap into: Many of them are good
at making content that is tailored
for mobile; some have proven they
can make sponsored content that
young people find appealing.

NBCU is running Vox’s custom-
ads products on its digital proper-
ties, and the companies are selling
their inventory together. A mar-
keter aiming at foodies might buy
a TV spot on Bravo and ads on
Vox’s Eater.com. Vox Chief Execu-
tive Jim Bankoff said his company

Media companies will
ignore YouTube,
Snapchat and Facebook
Live at their own peril.

can bring “highly affluent young
audiences” to the table.

TV networks need to do a better
job of defending their home turf in
the short term, by finding shows
that simply have greater appeal for
young people, and adopting adver-
tising practices—lighter loads per
show, souped-up product place-
ment and sponsored content—that
make commercials more tolerable
to them, if that is possible.

In theory, the digital outfits can
help here too. Most of them are

Facebook

$18.1B

‘ Twitter $2.3B

Baidu
$7.1B

THE WALL STREET JOURNAL.

just as anxious to get into TV as
TV networks are to become digital
mavens. With a $400 million cash
infusion from Disney late last year,
Vice launched its Viceland channel,
while BuzzFeed has talked up its
own entertainment ambitions.

Vox will air a show for A+E Net-
works’ FYI channel based around
its Curbed real estate site. Mr.
Bankoff says the company is plan-
ning a big push in video program-
ming.

There is no guarantee, of course,

that young people won’t keep los-
ing interest in traditional TV.

Networks have done a fine job
impersonating digital outfits with
newfangled targeting technologies
that tell marketers they can reach
young women in the market for
handbags or frozen yogurt—rather
than simply 18 to 49 year olds. To
really have a chance, the industry
needs to tap into TV set-top-box
data, where reams of unorganized
details on viewing are a trove
waiting to be unlocked.

The new targeting capabilities,
combined with marketers’ discom-
fort with the underbelly of online
marketing—fake traffic and
fraud—is slowing the shift of dol-
lars from TV to digital.

But the money will get there
eventually, and big media will have
to be ready to battle for its share.

The many faces of media consumers | How do people get their news and entertainment? And how do they feel ahout advertising?

AD BLOCKER
Julie Ganis, 41
Los Angeles

Julie Ganis is able to ignore
most online ads, thanks to the
AdBlock browser extension that
prevents ads from appearing.
She has a harder time,
however, avoiding ads on her
phone.

“l know the reality is my
behavior on the web is being
tracked, but | don’t like it when
it's being shoved in my face.”

SPORTS FAN
Ben Meza, 38

Austin, Texas

Ben Meza and his wife “cut
the cord” two years ago and
primarily watch shows with
little or no advertising on
streaming services like Hulu
and Amazon Prime. But it has
been tougher for the rabid
basketball fan to figure out
how to watch NBA games live.

“Sports is pretty hard to get
on streaming.”

YOUNG AD-AVOIDER

Giuliano Ruocco, 11
Minori, Italy

Giuliano Ruocco watches

children’s shows through a pay-
TV service every day. While he
thinks some TV commercials
are interesting, he finds ads
annoying when playing games.

“Each time he gets an

advertisement on his computer
or his phone he always pushes

the X button,” his mother
Marianna said.

ILLUSTRATIONS BY TAYLOR CALLERY
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Snapchat: How Brands Reach Millennials

A year after opening
itself up for business,
messaging app shows
its marketing potential

By STEVEN PERLBERG

Marisa Thalberg, chief mar-
keting officer at Taco Bell, was
fielding Cinco de Mayo-related
pitches from her social media
team when one idea stopped

her in  her
THE APPS tracks: a “spon-
sored lens” on
Snapchat that
would make people’s heads
transform into a giant taco
drizzled with spicy Diablo
sauce.

“I don’t usually feel my age
on these things. On this one, I
was like, ‘I don’t know,” said
Ms. Thalberg, who is 47 years
old. Taco Bell ultimately went
through with the strategy, and
the lens was a huge hit, gar-
nering 224 million views on
Snapchat, the disappearing-
messages app that has become
a fixture on the phones of the
young consumers marketers
are desperate to reach.

“I think it’s important that
sometimes I feel uncomfort-
able,” Ms. Thalberg said. “On
this one I'm really glad I
trusted the instincts of the
team.”

It has been a year since
Snapchat Chief Executive Evan
Spiegel took the stage at the
Cannes advertising festival to
announce to eager marketers
that the app was essentially
open for business, and some
big brands, ranging from Taco
Bell to Nike Inc. to General
Electric Co., have been testing
the waters.

But Snapchat, which was
recently valued at nearly $18
billion, enters a mobile adver-
tising business dominated by
two tech giants: Facebook Inc.
and Alphabet Inc.s Google,
which glean a massive amount
of consumer data and have
huge reach on mobile devices.

The duo makes up roughly
half of the global mobile ad
market, according to eMar-

PHOTO ILLUSTRATION/THE WALL STREET JOURNAL.

Sponsored lenses let brands pay to allow Snapchat users to superimpose products or characters on their photos. Above, filters for X-Men, Gatorade, Taco Bell and Kraft.

keter.

“When you look at the $70
billion bleeding carcass of TV
advertising, everyone wants a
piece of that,” said Scott Gal-
loway, founder of research
firm L2. Platforms like Face-
book, YouTube and now Snap-
chat are vying for shifting ad-
vertising dollars from TV to
digital video, he said.

Taco Bell, a unit of Yum!
Brands Inc., found that users
spent an average of 24 sec-
onds playing around with its
lens during the daylong cam-
paign. But the return on in-
vestment remains unclear.

“Can I tell you what kind of
sales lift I got off that lens?
No,” Ms. Thalberg said. “But I
wasn’t looking at it that way.
That was about creating a spe-
cial moment for us on Cinco
de Mayo.”

She declined to disclose
what Taco Bell paid Snapchat
for the campaign.

100 Million

Snapchat daily active users

2 out of 3

Share of Snapchat users who
create content every day

10 Billion

Amount of videos viewed on
Snapchat every day

Snapchat offers a prime
way to reach coveted “millen-
nial” consumers on their home
turf, with the app boasting 100
million daily active users. Ac-
cording to a Nielsen study
commissioned by the com-
pany, Snapchat reaches 41% of
all 18- to 34-year-olds in the
U.S. daily.

Advertisers can place 10-

In Asia, Line and WeChat
Strike Advertising Gold

By ALEXANDER MARTIN
AND JUrO OsAawA

Marketing on mobile mes-
saging apps has yet to take
root in the U.S. and Europe in
a big way, but it is already in
full swing in Asia.

And even then, Japan’s Line
and China’s WeChat, two of
the dominant mobile messag-
ing applications in the region,
are just beginning to scratch
the surface of a potential ad-
vertising gold mine.

The operators of Line and
WeChat are enabling market-
ers to tap into platforms that
provide hundreds of millions
of users with a variety of cus-
tomized services beyond mes-
saging, including hailing taxis,
streaming music, ordering
food and making payments.

“In terms of monetization,
the messenger apps in Asia
like WeChat and Line are light
years ahead of Western mes-
saging apps,” said Serkan Toto,
a Tokyo-based mobile industry
consultant.

Unlike its Asian counter-
parts, Facebook Inc. doesn’t
make money from its two mo-
bile messaging services, Face-
book Messenger and Whats-
App. But both apps are testing
models that could potentially
generate revenue, such as
showing users messages spon-

Chatting Up

sored by advertisers.

WeChat, which is owned by
Chinese social-network giant
Tencent Holdings Ltd., has
more than 762 million monthly
active users world-wide,
mainly in China.

Line Corp. boasts some 218
million monthly users, two-
thirds of whom are from
Japan, Taiwan, Thailand and
Indonesia. The company, which
is owned by South Korean
search portal Naver Corp., is
aiming to raise $900 million in
a public offering next month.

There are challenges
to stoking revenue
while also keeping
app users happy.

Ads accounted for under a
third of Line’s ¥120 billion
($1.1 billion) in revenue last
year. The company also earned
revenue from mobile games
and virtual stickers—large
emoticons often featuring cute
characters—that people buy
and send to one another.

Line allows businesses to
create official accounts for a
fee, and to then send informa-
tion and free promotional
stickers to subscribed users.

Tokyo-based travel agency

H.LS. Co. uses its corporate ac-
count on Line to offer special
coupons and other perks to its
subscribers, who now number
around 7.7 million. Using the
chat function, subscribers can
also contact H.L.S. directly for
inquiries.

Last year, Line launched a
new service aimed at smaller
companies and individuals
who may not be able to afford
fees for an official account.

Tencent began experiment-
ing with WeChat banner ads in
2014, allowing companies that
hold official WeChat accounts
to place ads on other compa-
nies’ official pages. Last year,
WeChat started showing ads
on the app’s Moments section,
where users post photos and
updates.

There are challenges to
stoking revenue while also
keeping messaging app users
happy.

Ge Yu, a cosmetics sales
manager in Guangzhou, says
he hasn’t been annoyed by ads
on his WeChat Moments page
so far.

“Sometimes I take a glance
at them, but I never click on
the links,” he said.

Even if the volume of ads
grows, as WeChat is planning,
Mr. Ge said it would be hard to
stop using the app because ev-
eryone he knows uses it.

Users have been steadily growing for messaging apps like China’s WeChat and
Japan’s Line, which are ahead of their Western competitors when it comes to

generating revenue from marketers.

I WeChat’s monthly average users

600 million

Q12013

Source: the companies

1 Line’s monthly average users

762M
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second vertical video ads
within the app’s Live Stories,
which are collections of cu-
rated “Snaps” taken by users
at events like sports games or
award shows.

Or ads can be placed in sto-
ries on Snapchat Discover,
where a couple dozen media
companies like ESPN, Buzz-
Feed and The Wall Street
Journal have channels.

Marketers also fashion
sponsored geofilters—loca-
tion-based ads whereby users
can select to overlay a brand’s
message on their own pictures
and videos.

Ahead of this year’s Cannes
event, Snapchat announced a
new API, or application pro-
gramming interface, that lets
marketers use automated soft-
ware to buy video ads through
third-party ad tech firms like
Amobee and TubeMogul.

Advertising on Snapchat
comes with a hefty price tag.

Sponsored lenses, the most in-
teractive and expensive form
of advertising on the app, can
cost a brand around $450,000
to $750,000 for a day, accord-
ing to people familiar with the
pricing.

Sponsoring “Live Stories”
runs hundreds of thousands of
dollars.

“They have sticker shock,”
said L2’s Mr. Galloway. “They
can’t get over how expensive
it is and how little data there
is from the ad platform to jus-
tify the spend.”

Snapchat says that it has
made fast progress in mea-
surement, reaching deals with
Nielsen and hiring analytics
specialists from Millward
Brown and Google.

The company also recently
rolled out the ability to target
users based on demographics
like age, gender, location and
device.

Last month, the Twentieth

Century Fox studio conducted
the first lens “takeover,”
meaning that all lenses on the
platform that day transformed
people into “X-Men” film char-
acters like Professor X, Storm
and Quicksilver. (Its parent
company, 21st Century Fox,
and News Corp, owner of The
Wall Street Journal, were part
of the same company until
mid-2013.)

Marc Weinstock, president
of domestic marketing at
Twentieth Century Fox, said
the Snapchat lens received
298 million views, reaching
about 42 million individuals.
He declined to disclose the
campaign’s cost.

“We were trending on Twit-
ter, which I thought was really
cool: to take over one social
media and see another reap
the benefit of it,” Mr. Wein-
stock said. “I don’t know how
to quantify that other than
that it’s in the vernacular.”
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THE AD REVOLUTION

Vice Media’s headquarters in Williamsburg, Brooklyn. Vice owns websites, social-media channels and a cable network.

Media Newcomers Tread
On Madison Avenue’s Turf

Ad agencies face growing competition as Vice, others start producing branded content

By MIKE SHIELDS

Dan Meyer was in the backroom
of a cluttered production studio at
slick offices in Williamsburg, Brook-
lyn, being filmed as he called a com-
pany’s customer service line and
pitched goofy marketing ideas to an
unsuspecting, ever-the-professional
representative.

Mr. Meyer isn’t a
celebrity spokesper-
son or a comedian,
and he is far from
Don Draper. An
equipment manager in the produc-
tion department at Vice Media, he
also moonlights as a host of Vice
Labs, a division tasked with rethink-
ing how traditional TV advertising
looks on the company’s new cable
network Viceland.

Vice had been in talks to create
content on behalf of this particular
marketer, and the deliberately un-
polished video was put together as
an example of the kind of custom-
made advertising the edgy startup
has to offer. The video was emblem-
atic of Vice’s “what happens if we
try this?” approach to advertising, a
strategy that is breaking the age-old
marketing mold and resonating with
a younger audience seeking authen-
ticity.

It worked; the advertiser signed
on for a branded content deal with
Vice.

Vice is one a growing number of
media companies—including digital
players like BuzzFeed and Mic and
traditional companies like Condé
Nast and Turner—that have built out
teams, or full divisions, designed to
make video and editorial content for
marketers. They promise brands the
ability to develop content that flows
with these media companies’ unique
points of view and matches the gen-
eral look and feel of their media
properties.

Publishers like Vice are also in-
creasingly treading on territory that
was traditionally exclusive to top
creative ad agencies on Madison Av-
enue like Young & Rubicam and Mec-
Cann Erickson. While most media
companies say they have little inter-
est in creating full-fledged ad agen-
cies, their expansion into commercial
creation hasn’t gone unnoticed in the

THE
DISRUPTERS

Vice has built out teams to make video and editorial content for marketers.

ad world.

“The entire marketing landscape
is changing and disrupting agencies,”
said Tim Leake, senior vice president
of growth and innovation at the ad
agency RPA. “Yes, [publishers creat-
ing content] can be a little bit of a
threat. It becomes harder to manage
an ad campaign when you have
someone stepping into our territory.
You have less control over the eco-
system.”

In Vice’s case, unlike an ad agency,
it controls its own content ecosys-
tem, which includes a group of web-
sites, social-media channels and
Viceland, the recently launched net-
work. Part of Vice’s promise to mar-
keters is that rather than producing
a polished, make-you-laugh-and-cry
ad for the masses, it knows how to
make video content the Vice audi-
ence may actually want to watch,
even if a brand is paying for it.

“Advertising for last 20 years has
been stuck in this scripted construct
of 30-second stories,” said Tom
Punch, Vice Media’s global executive
creative director. “When we moved
into the world of DVRs, advertisers
started to realize that they’d better
start creating stuff that people
wanted to tune into.”

For example, given the Vice treat-
ment, an ad for Samsung Electronics
Co.s virtual reality product becomes
something of a documentary about
the implications of virtual reality on
media and art. (Vice always makes
clear that such content has been

generated for a sponsor, though.) A
promotion for the Netflix series
“Narcos” doesn’t urge people to sub-
scribe to the service, but rather
takes people inside the real world of
the South American drug trade, with
Vice filmmakers interviewing anony-
mous hit men.

“Every [request we get from mar-
keters] has the word ‘authenticity’ in
it,” said Mr. Punch, who before join-
ing Vice logged stints at ad agencies
like Mindshare and Mother.

Similarly, demand for Funny or
Die, a comedy-focused web video
firm, to create content on behalf of
advertisers has grown steadily over
the past eight years or so, said Chris
Bruss, president of digital. The com-
pany now has 10 branded content
specialists churning out close to 50
pieces a year. “It’s a big, core part of
our business now,” he said.

Still, media companies admit that
creating content for brands is labor
intensive and therefore not easy to
do on a large scale, particularly com-
pared with simply selling ad space.

While Vice does count WPP PLC—
the world’s largest advertising com-
pany—as an investor, Vice’s goal isn’t
to replace the traditional agency but
simply to make more money off its
advertising-supported distribution
platforms, said Eddy Moretti, Vice’s
chief creative officer.

“An ad agency is designed to sub-
sume its own personality,” he said.
“What we have is all about our
voice.”

Is Digital Advertising
Missing the Mark?

Consumers are frustrated by too
many digital ads, which they often
don’t feel are relevant to them....

owb6

84%

Say ad interruptions
are too frequent

73%

Say ad interruptions do not
meet my personal interest

61%

Say they are aware of
ad-blocking systems

42%

Say they are planning to pay to
remove ad interruptions

AdBlock Plus* users are on the rise...

Number of devices this software is used on
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60M

April 2014

“The most popular ad-blocking software

April 2016

And publishers stand to lose

considerable revenue

Losses in global ad revenue
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Sources: Accenture, AdBlock Plus
parent company Eyeo, Ovum

If publishers respond they
could stem their losses to

Failure to respond could
result in losses of

. -$78.2B
@

2020

THE WALL STREET JOURNAL.

French Ad-Tech Pioneer Bucks Industry’s Gloomy Trend

When the chief financial officer of
French ad-tech company Criteo SA
made a presentation to investors re-
cently, he was quickly interrupted by
skeptics who couldn’t wait for the
end of his speech.

By Nick Kostov in Paris and
Jack Marshall in New York

They wanted to know what differ-
entiated his firm from the many oth-
ers claiming to make advertising
more efficient and cheaper for mar-
keters.

It is a fair question these days, as
thousands of companies peddling
online ad targeting and automated
ad-buying solutions compete for the
same pot of dollars.

Criteo, which specializes in re-tar-
geting—showing ads around the web
to a user who has visited an online
retailer’s website—tries to hammer
home that not all ad-tech companies
are in the same boat.

“We’re in the ‘ad tech’ bucket and
many of these companies have been
horror stories for investors,” Benoit
Fouilland, Criteo’s CFO, said in an in-
terview following his meeting with
investors.

Indeed, Criteo is something of an

outlier among publicly traded ad-
tech companies, most of which have
struggled to post consistent profits
and have suffered sliding stock
prices and layoffs. Criteo’s shares
are up 26% in the past two years,
compared with a 91% decline for au-
tomated ad-buying specialist Rocket
Fuel Inc. and 63% and 34% drops for
video ad specialists Tremor Video
Inc. and YuMe Inc., respectively.

Founded in 2005 at the back of a
salad bar in the southwest of Paris,
Criteo says it buys ad space on more
than 16,000 websites, including
Facebook and Google, which it then
sells to retailers to lure consumers
back to make purchases.

So what does Criteo have that
some other online ad companies
don’t? Eric Eichmann, the company’s
CEO, credits his performance-ori-
ented approach: Unlike some of its
competitors, Criteo only gets paid
when consumers who have been
shown an ad actually click on it.

“In this market there was no solu-
tion based purely on performance,
meaning you pay only if we create
engagement,” Mr. Fouilland said.

That approach has landed Criteo
over 10,000 clients globally, the com-
pany said, and may have helped it

Varying Fortunes

Criteo is something of an outlier among ad-tech companies, most of

which have suffered sliding stock prices.
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avoid some of the challenges that
have plagued digital advertising
companies in recent years, including
questions about online ad effective-
ness, fraudulent traffic and “non-
viewable” ads which appear on parts
of webpages consumers never scroll
far enough to actually see.

Criteo can take a bigger cut if a
consumer actually buys a product.
Overall, it says its clients get $14 in
sales for every dollar spent.
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The company is also looking to
expand offline: Criteo is running a
trial program with two U.S. retailers
that lets it track—through custom-
ers’ smartphones—where in these
stores customers spend the most
time, and subsequently show them
ads related to the products they
were closest to while in the store.
Customers need to have the store’s
app preloaded on their phones for
the tracking to take place.

Despite its early success, the road
ahead for Criteo isn’t without haz-
ards. Like many online ad compa-
nies, it relies heavily on the use of
cookies—tiny pieces of code that
marketers deploy to track people’s
online movements—to target and
track ads. That technology has come
under fire from privacy advocates
and several browsers have taken
steps to block them.

Investors are also concerned
about the growth of online ad-block-
ing, which limits Criteo’s ability to
place its ads in front of consumers.

“So far Criteo has demonstrated a
remarkable ability to adapt to
change,” said Exane BNP Paribas an-
alyst Charles Bedouelle, who has a
“buy” rating on the stock. “The
question is whether people will
eventually want something differ-
ent.”

Analysts predict that many ad-
tech companies may go bust, or be
forced to sell cheaply to bigger com-
petitors such as Facebook Inc., Al-
phabet Inc.’s Google or Verizon Com-
munications Inc.

“There’s a lot of blood in the
ocean,” Mr. Eichmann said in an in-
terview. “There aren’t many fish left
that are happily swimming.”
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Creative Agencies Shake Up Legacy Model

Under pressure to produce more work for less money;,
DDB and others look to move faster and more efficiently

By NATHALIE TADENA

DDB Worldwide has helped trans-
form brands with some of the most
memorable advertising campaigns of
the past two decades, from the

“Wassup” commercials

THE AD for Budweiser to the

AGENCIES “I'm lovin’ it” tagline
for McDonald’s.

Now the famed DDB

agency, founded in 1949 as Doyle
Dane Bernbach, is facing its toughest
makeover yet: reinventing itself in
the face of a rapidly changing digital
ad landscape.

Under pressure to produce more
work for less money or risk losing
clients, creative agencies are trying
to tweak their business models to
move faster and more efficiently.

Marketers have been calling for a
more nimble ad model for decades,
but the cry has grown louder in re-
cent years as brands look to better
reach consumers across a growing
number of platforms.

“Technology has now enabled con-
sumers to have an expectation of
brands and companies that is much
quicker,” said Wendy Clark, chief ex-
ecutive of DDB North America. Cli-
ents “need partners that are built on
that marketplace of speed,” she said.

Many big marketers are looking to
cut agency fees. They are pushing
agencies to produce more content,
shifting ad budgets to less traditional
media and moving away from
“agency of record” deals—retainer-
based relationships in which a single
agency was responsible for most of a

client’s projects that in some cases
lasted decades.

Critics of the agency model argue
that traditional agencies move too
slowly and are inefficient in how
they charge for services and how
they compete with new rivals from
the consulting, digital and technol-
ogy industries that are ramping up
the services they offer directly to
marketers.

“If a creative agency looks today
as it did 10 years ago, it’s in trouble,”
said Pivotal Research analyst Brian
Wieser.

In response, Omnicom Group
Inc.-owned DDB in January started
adopting what it calls a “flex” ap-
proach in North America to break
down silos between different depart-
ments, collaborate with outside part-
ners more effectively and embed the
client earlier in the creative process.

Decades ago, advertising agencies
took months to come up with a

splashy idea for a brand’s 30-second
TV commercial. Nowadays, agencies
are tasked with producing content
for clients in larger volumes on an
ever-growing array of platforms—
from online video to Facebook and
Twitter—in real time.

“The agency model that exists was
not built at a time when the market-
place looked like this,” said Ms.
Clark, who is leading the DDB Flex
effort. She joined DDB this year from
Coca-Cola, where she helped roll out
the beverage giant’s “Share a Coke”
campaign and expand the company’s
presence on social and digital media.

Under DDB Flex, the agency can
create flexible and customized staff-
ing structures and compensation
models for different clients to make
sure brands “never pay for more
than you need,” Ms. Clark said. For a
client that is open 24 hours a day,
DDB, for example, believes that some
facet of the agency should also be

available 24 hours a day to create
content, Ms. Clark said.

DDB isn’t the only Madison Ave-
nue firm looking to restructure to
stay relevant. Publicis Groupe SA, for
example, earlier this year unveiled
its Sapient Inside initiative to help
bring in digital and consulting capa-
bilities to its creative agencies.

Last year Brad Jakeman, PepsiCo
Inc.’s global beverage group presi-
dent, warned fellow advertisers dur-
ing a marketing conference that the
agency model is “not going to bend,
it’s going to break” if agencies don’t
keep pace with digital change.

While DDB’s Ms. Clark said she
doesn’t think the agency model is
broken, she does believe it has to
keep changing.

“We’re constantly restless,” Ms.
Clark said. “There’s no endpoint to
agency evolution.”

—Suzanne Vranica
contributed to this article.

While Traditional A
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Clockwise from left: Apple’s ‘Sil-
houette’ campaign, which made its
debut in 2004, featured people danc-
ing while listening to iPods. The star-
studded selfie taken during the 2014
Academy Awards on a Samsung
phone went viral. In 2010, Snickers

featured a hungry Betty White play-
ing football. The McDonald’s ‘I'm
Lovin’ It’ tagline was created by DDB
in 2003, and it is still being used to-
day. Budweiser’s ‘Wassup’ commer-
cials, which began airing in 1999,
have become part of pop culture.

d Firms Scramble to Adapt, Their Creative Impact Is Leaving a Lasting Impression

In Era of Big Data, Storytelling Matters More Than Ever

hen I first started in ad-
vertising, I studied all the
disciplines inside an

agency—research, account manage-
ment, production, media, creative.
I was fascinated by all the depart-
ments but ultimately decided to
pursue a career in
what has long been
described as “the
creative depart-
ment.”

Many people
say the advertising
business is a ser-
vice business. But I
truly believe the
best agencies in
the world make a
product. We call
that product The Creative. But
lately, I have sensed—and in some
cases seen—that The Creative is
becoming an afterthought.

Data and technology dominate
the conversations. And conference
rooms and conferences are filled
with formulaic approaches. “Make
a template and put the creative in
this box” approaches. Often, we
appear to be more concerned with

SUSAN
CREDLE

filling up these boxes than with
the actual creative.

Sure, there are still bright mo-
ments when someone creates a
piece of work that captures our
imaginations and our hearts and it
goes what we euphemistically like
to describe as “viral.” The world
notices and likes and shares and
we brag about the billions of im-
pressions the work generated
through earned media.

The funny thing is, when I ask
people who aren’t in the business
about these brilliant pieces of cre-
ative most of them look at me with
a blank stare. This is a new phe-
nomenon for me. A decade ago, if I
mentioned a brand I liked at a
cocktail party, the next 30 minutes
would be people telling me about
that brand’s advertising and mar-
keting. That’s the kind of creative
that ad executive Jeff Goodby calls
“Cab Creative.”

Why are there far fewer “Cab
Creative” ideas out there today?
According to the award shows,
there is a lot of great creative be-
ing made. So what’s up?

I have a theory. We, as an in-

dustry, have forgotten that first
and foremost we need to be story-
tellers. But storytelling isn’t just a
piece of film. Great storytelling in
this business happens everywhere
if it is done right. We tell brand
stories not only in traditional ad-
vertising but with events and
sponsorships, through advocates,
with new products, with new tech-
nology, packaging, licensing,
stores.

Anywhere the brand shows up
is an opportunity to tell the story.

The best people in this business
are relentless storytellers. The most
successful brands are purpose-
driven and don’t get bored with
their story, because it is authentic
to them. They retell it over and
over again in new, surprising, cre-
ative ways. The story doesn’t
change because of a new CMO or a
new agency. The pace might get
more dramatic, the plot might take
a twist, but it is still the same story.

When you are telling your
brand’s story, you aren’t spending
money—you are investing. And
with each investment, the brand
becomes more valuable.

But we have created a media
environment that is obsessed with
disposable content. Bits and pieces
of work that rarely add up to a big
story. If someone came up with the
Macy’s Day Parade in 2016, odds
are it would last two or three
years before someone else decided

When you are telling
your brand’s story, you
aren't spending money—
you are investing.

it was time to do something new.
Where is our ambition, our com-
mitment to tell these epic, equity-
building brand stories?

How long will the brilliant REI
#optoutside story last? Will the
McWhopper become an annual
Peace Day tradition? What will
Rémy Cointreau do with the 100-
year story they started this year?
Will the Nivea Doll be sold world-
wide? Will the Samsung Safe
Truck technology be required on
all 18 wheelers?

The day Pepsi stopped being
The Choice of a New Generation,
they let go of a brilliant narrative
they are still trying to reclaim.

We have an incredible opportu-
nity—and I would say, responsibil-
ity—to create famous, lasting
brand stories.

In 1903, Géo Lefévre had an
idea for a stunt to boost the circu-
lation of his struggling daily sports
newspaper, L’Auto. Today Mr.
Lefévre’s creative idea is called the
Tour de France. How many of us
are dreaming that big? How many
of us are walking away from these
potentially legendary stories?

Great marketing isn’t about one
ad, one piece of content, one mo-
ment in time. It is definitely about
more than data and technology. It
is about a relentless and lasting
commitment to a brand’s story,
and the elation of waking up every
day with an opportunity to help
write the next chapter.

These are Never Finished sto-
ries. And I believe they create the
most valuable brands in the world.

—Susan Credle is global chief
creative officer at FCB.

The many faces of media consumers | How do people get their news and entertainment? And how do they feel about advertising?

DIGITAL READER
Rebecca Brooke, 28
London

Rebecca Brooke prefers
reading news online, which she
finds more convenient and
environmentally friendly than
print. Online ads rarely catch
her attention.

“Sometimes [ads] will push
some fashion stuff which I'm
not interested in at all, but
every now and then it will be
something relevant.”

SKINNY BUNDLER
Elliott Nguyen, 32
Austin, Texas

Elliott Nguyen and his wife
prefer Netflix and HBO Now so
they can watch shows when
they want and on different
devices. They also pay for Sling
TV’s skinny bundle to get Food
Network and HGTV.

“We've gone back and forth
between having cable and not
having cable. We watch a very
minute number of channels.”

PRINT ENTHUSIAST

Dick Reif, 76
Queens, New York

Dick Reif reads the New
York Daily News and the New
York Post every day, plus four
local community papers and

three magazines a week—all in
print. He turns on a radio news
station when he wakes up and

scans several national
publications online.

“| like being able to turn

pages.”
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