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TECH TECHNOLOGY
By Greg Bensinger, Betsy Morris and Georgia Wells

Back to Work: A Fall Business Preview
Summer is now in the rearview mirror, and it's time to get back to
work. What's down the road for businesses this fall?

Consumers continue to be cautious spenders, which could spell holiday
trouble for retailers, even as tech companies have high hopes for new
gadgets. Seismic changes are in store for health insurers, and the airline
industry is waiting to see how the competitive landscape may, or may not,
change with American Airlines. Below, The Wall Street Journal runs
down some of the issues facing businesses in the coming months.

Search for CEOs

"Who's in Charge?" That is one
of the big questions a number
of companies will have to
answer this fall.
While there are always some
companies looking for new
chief executives, the pace of
CEO changes is picking up
again. Nearly 20 major
companies are now looking for
a new leader.
They include Microsoft Corp. MSFT 0.08% , J.C. Penney Co. , Toys 'R'
Us Inc., Pandora Media Inc., VeriFone Systems Inc., Electronic Arts Inc.
EA 1.87% and Juniper Networks, according to a Wall Street Journal
tally.

Some businesses have been looking for a new CEO for months. Martha
Stewart Living Omnimedia Inc. has sought a successor for CEO Lisa Gersh
since late last year.
"Our CEO search process is continuing,'' Dan Taitz, interim principal
executive officer, said during a July 30 earnings call. But the timing of the
search's completion remains unclear, a person close to the matter said.
In some cases, stronger economic conditions are driving the rebound in CEO
replacements. "Boards are much more prone to move on questionable CEOs
during an up cycle,'' explains Peter Crist, chairman of executive recruiter
Crist/Kolder Associates. "Blame for poor performance can no longer be placed
on the economy.''
—Joann S. Lublin

Health-Care Overhaul

The dominant issue for health insurers this fall will be the rollout of the
Affordable Care Act, the new federal health law. They are crossing their fingers
that online insurance exchanges scheduled to launch next month will work
flawlessly and not crash.
These online marketplaces—the state- or federally-run websites that list
available health-insurance plans and calculate one's eligibility for government
subsidies—will be a major entry point for an estimated 7 million uninsured
Americans shopping for coverage that starts Jan. 1, 2014. But insurers will have
to wait and see how smoothly these online exchanges operate when they go
live.

Microsoft Chief Executive Steve Ballmer, a central figure at the software
giant for decades, said Aug. 23 that he would retire within the next 12
months. The surprise announcement followed years of criticism about
Microsoft's failure to keep pace with new technology.
The shift to mobile and cloud computing is affecting other tech
companies, too, according to Dora Vell, managing partner of
technology recruiters Vell Executive Search. "You're seeing a lot of
turmoil in the executive ranks,'' Ms. Vell said "You need a new mind-set
for a new way of doing business."
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Any IT hiccups or website crashes could drastically alter enrollment of
uninsured individuals, if younger, healthier people decide enrollment is too
much of a hassle and don't sign up, health-care analysts say.
"A healthy person who is 25 years old might go on the online exchanges,
and if it barely works, they're going to say `forget it.' But if someone is sick
and they need the system, they'll jump through any number of hoops to get
enrolled," said Chris Rigg, an analyst with Susquehanna Financial Group.
At least one state, Oregon, already has said its state-run exchanges won't be
ready by Oct. 1. Another state, California, has said there is a possibility that
consumers will have to sign up initially offline. The Obama administration
has said it is on track to open on Oct. 1 the exchanges in the 36 states where
it is taking some or all of the responsibility for their operation.
The federal health law changes the rules for the insurance industry. No
longer can health plans deny someone coverage based on a pre-existing
condition, and they are limited in how much more they can charge based
on age, so overall health-care costs must be more evenly shared across all of
its enrollees. Younger, healthier people are essential because their
health-care premiums offset the higher costs of insuring older, sicker
individuals.
The vast majority of Americans who receive health coverage through their
employer and will soon face open enrollment are likely to see more
high-deductible plans and private exchanges. The high-deductible plans
offer employees a lower monthly premium in return for bigger
out-of-pocket costs. Offering these types of plans can lower the
per-employee health expenses for businesses.
Companies might make moves similar to that of United Parcel Service Inc.,
UPS 1.31% which plans to cut off health benefits to working spouses of its
nonunionized workforce starting next year. Many large companies could
follow suit with a similar peeling back of health benefits, said Richard
Evans, a health-care analyst at SSR Health, an investment research firm.
"The UPS move specifically will ultimately become the norm," Mr. Evans
said.
—Timothy W. Martin

Jobs: Pressure to Hire

The housing market is heating up, stock prices are moving higher, and parts of
Europe's economy are showing signs of life. But economists say these bright
spots won't begin to translate into a meaningful surge of new jobs for U.S.
workers until 2014.
For now, employment growth is expected to continue at a steady but slow
pace, restrained by stagnant wages that are holding Americans' spending in
check and by the drag from government cutbacks.
Gross domestic product should pick up in the second half of this year, "but it
won't be until spring that we start to see a nice acceleration in employment
growth," predicts Joel Prakken, chairman of forecasting firm Macroeconomic
Advisers LLC.
Employers are expected to add almost 190,000 positions a month, on average,
from now until August 2014, according to approximately 50 economists
polled for The Wall Street Journal's Economic Forecasting Survey. The
unemployment rate should edge down to 7% by next June from 7.4% in July,
the survey predicts.
A few factors should contribute to better prospects for job seekers in 2014,
according to John Silvia, chief economist at Wells Fargo & Co.
Companies have done all they can to increase productivity with
slimmed-down workforces. Now they will need to hire to meet increases in
demand spurred by new business investments in equipment and software
along with consumer purchases of homes, cars and other durable goods, said
Mr. Silvia.
Still, the existing pattern of expansion in high-skilled and low-skilled
jobs—and a dearth of positions in the middle—will likely hold, according to
Mr. Prakken. Academics call this trend a "hollowing out" of the job market, as
automation and globalization drain away mid-skill, middle-class jobs such as
bank tellers.
Meanwhile, expect to see continued demand for low-wage service workers, Mr.
Prakken said, referring to retail stores, restaurants, home health care and other
service businesses that have created among the largest share of jobs in the
recovery. One firm alone, Home Instead Senior Care, said it expects to have
hired more than 45,000 aides by the end of 2013.
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At the professional end, business schools say they are seeing improvement in
M.B.A. hiring over last year, with especially strong growth in consulting,
financial services, energy and technology.
Emory University's Goizueta Business School has seen a 13% year-over-year
increase in the number of companies planning recruiting visits this fall,
including new additions like Citigroup Inc. and NCR Corp. "Companies
have held back a little, trying to make do with less. They're finally getting to
the point where they can't do that anymore," said Wendy Tsung, associate
dean for M.B.A. career services.
—Lauren Weber

Industry Loses Steam

At industrial conglomerate Parker Hannifin Corp., cuts in capital spending
have fueled profit growth in recent years. But that is becoming more difficult:
fiscal 2014 profit is expected to be about flat with 2013, which was down 18%
from 2012. With little more to squeeze on the capital spending side, the
Cleveland-based maker of components and equipment for tractors, airplanes,
and heating and cooling systems, is going to spend $100 million to "right-size
our global operations."
—Bob Tita

Retail: Taking Stock

Sluggish back-to-school sales are a warning sign that it could be a tough
holiday season for retailers.

Momentum at big industrial companies, the face of U.S. manufacturing, is
moderating. That means, they will have to put the brakes on labor and
capital spending to maintain or boost profits.
With little evidence of robust growth in the U.S., continued weakness of the
Eurozone and a slower than expected growth in China, industrial companies
that make big equipment and machinery—as well as the hundreds of
thousands of small parts that go into cars, washing machines and
airplanes—are expected to rein in costs.
Capital spending by large U.S. companies will slip 3.4% this year from 2012,
and fall 8% in 2014, according to forecasts by Fitch Ratings.
"In the absence of evidence of stronger growth, there's not a lot of demand
for new production capacity," said Mark Oline, a managing director for Fitch
Ratings. "Nobody is really projecting a sharp improvement in employment
either."
Indeed, in a recent survey of members by the research group Manufacturers
Alliance for Productivity and Innovation, 66% predicted weak employment
through the end of 2014, if not longer.
Caterpillar Inc. has trimmed its global workforce by 13% from a year ago
and it isn't expected to add those people back any time soon. The company
had been counting on rebounding demand from China this year, but a
disappointing spring selling season for machinery diminished hopes for
meaningful improvement in the Chinese market this year.

Shoppers have prioritized spending on big-ticket items like appliances and
cars, leaving them in a discount-hungry mood when it comes to other
purchases. The worry for retailers is how big a hit their bottom lines will
take from the deep promotions and offerings like free shipping needed to
spur sales.
Thomson Reuters expects apparel retailers' earnings to increase by a scant
1.4% in the fourth quarter from a year earlier. That compares with earnings
growth of 41.7% in the fourth quarter of 2012. Likewise, earnings from
general merchandise retailers are expected to be up 3.5%, less than the 7.3%
gain a year ago. But earnings for household appliance retailers are on track
to clock a 36.7% gain, slightly more than the 32.4% increase they enjoyed
last year.
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The tempered forecast follows a slow-moving summer. Sales at stores open
at least a year are expected to have risen 1.8% in the second quarter
compared with the previous year, according to a Thomson Reuters index of
results from 78 retailers. Meanwhile, companies including Wal-Mart Stores
Inc. and Kohl's Corp. lowered forecasts for the remainder of the year,
warning that consumers remain stretched despite recent improvements in
the housing market and other economic gains.

Hoguet, Macy's chief financial officer, said on an August conference call to
discuss second-quarter earnings. "So we are turning up the volume on that
message for the remainder of 2013."

Store executives in August warned that unsold products piled up on their
shelves during the second quarter, making it harder to make room for an
influx of holiday goods.

Fierce competition for online sales will come at a cost, said Chris Saridakis,
president of eBay Inc.'s eBay Enterprise unit, which handles online operations
for brands and retailers like Toys 'R' Us and Dick's Sporting Goods Inc.

"While we're not concerned about the quality of the inventory, it will
continue to be an area of focus in the coming months," said Bill Simon,
CEO of Wal-Mart U.S., where second-quarter inventory increased 6.9%.

Since shoppers now expect free shipping and returns, the competition this year
will turn to same-day delivery, a significant cost that could dent margins, he
said. And to contend with Amazon.com Inc. AMZN 0.63% and others, chains
like Toys 'R' Us and Target Corp. have started to match prices of in-store items
with those found online.

Inventory at retailers in the
S&P 500 Index rose by an
average 6.5% in the second
quarter from the year before,
according to FactSet. If
shoppers continue to pull back
spending, analysts say stores
could be stuck with
merchandise, which could force
them to discount further and
hurt profits.
With six fewer shopping days
this year between Thanksgiving
and Christmas, many retailers
are already planning to start
discounting earlier to capture
shoppers' dollars before rivals
do.
Preparing for sharp bargain-hunting, Macy's Inc. announced plans to step
up marketing and focus more on deals for the rest of the year.
"Our fall plans now reflect increased marketing, as well as greater
recognition that in today's environment, value matters a great deal," Karen

Ms. Hoguet also warned that gross margins were likely to be "flattish, maybe
down a touch," in part because of the additional costs associated with providing
free shipping for online orders.

—Shelly Banjo and Suzanne Kapner

Media: Web TV Race

Intel Corp. INTC -1.04% , Sony Corp. SNE 5.26% and other technology
companies have ambitious plans to reinvent the pay-TV business, currently
dominated by cable, satellite and phone companies.
Intel has said it wants to launch its service—designed to deliver both live and
on-demand TV through its own set-top box—in some markets by the end of
the year. Sony, which has reached a preliminary agreement with Viacom Inc. to
license the media company's suite of TV networks including MTV and
Comedy Central, is eyeing a similar time frame, people familiar with the matter
have said. Google Inc. is in the race, too, though at an earlier stage, media
executives say.
The pay-TV market seems ripe for a shake-up as consumers grow frustrated
with rising bills and more accustomed to watching on-demand content through
services like Netflix Inc. and Hulu. In the second quarter, pay-TV subscriptions
fell by 380,000, prompting analyst Craig Moffett to say in an August research
note that "cord cutting" is no longer an "urban myth" and is now "statistically
significant."
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The new online TV services may offer improvements in technology, such
as fancy programming guides and easier ways to search for content, but it
isn't clear whether the Web TV players' offering will be different enough
from traditional distributors to lure their customers away.
To assemble a lineup of TV channels that mimics what consumers are
accustomed to, tech companies would have to embark on some rapid
deal-making with media companies, some of whom are under contractual
restrictions that make it difficult to license their content to the Web TV
companies.
Beating competing distributors on price looks tough, analysts say, given
that the media companies who are in talks with the Web TV firms appear
in no mood to offer new entrants discounts or allow them to buy channels
on an à la carte basis. Big media companies generally require distributors
to buy packages of popular and less-watched channels.

If the judge approves the merger, the combined airline would become a new
power atop the global airline industry. The new American, United Continental
Holdings Inc. and Delta Air Lines Inc., DAL 0.54% all products of recent
mergers, would be the world's three biggest carriers. The record of the other
mergers suggests that the new American would cut some service, likely leading
to fare increases.
If Judge Kollar-Kotelly blocks the merger, American and US Airways would
have to go it alone. While their financial results have improved recently, some
analysts have questioned whether they could compete effectively against the
larger United and Delta in the long term.
The merger drama comes as the fortunes of long-established airlines generally
have improved, thanks to years of consolidation. But those carriers also face
new pressure from expanding discount carriers, like JetBlue Airways Corp. and
Spirit Airlines Inc.

The attitude of most media companies so far is that tech companies are
simply the latest distributors on the scene, media executives say, like
phone companies and satellite companies before them. They shouldn't
expect a break.

Former Spirit Chairman Bill Franke is in talks to buy Denver-based Frontier
Airlines Inc. If he succeeds, he is expected to turn it into a third no-frills carrier
like Spirit and Allegiant Travel Co. Frontier's owners say any deal would come
by the end of this month.

—Amol Sharma

Meanwhile, Southwest Airlines Co. is absorbing AirTran Airways, following
their 2011 merger, with the AirTran brand expected to disappear by late next
year. Southwest also plans to expand internationally over the next several years,
with flights to Mexico, the Caribbean and potentially beyond.

Merger Up in the Air
The path ahead for the U.S. airline industry will be guided largely by one
woman: U.S. District Judge Colleen Kollar-Kotelly.
In the coming months, Judge Kollar-Kotelly is set to rule on whether
American Airlines parent AMR Corp. and US Airways Group Inc. can
merge to form the world's largest airline—what could well be the final
step to years of consolidation that has helped stabilize the industry.
The Justice Department sued last month to block the deal, saying it would
hurt competition, reduce air service and increase fares.
Judge Kollar-Kotelly ruled Friday to begin the antitrust trial on Nov. 25, a
boost for the airlines, which had preferred an expedited timeline to avoid
leaving AMR stuck in bankruptcy court.

—Jack Nicas

Legal Smoke Signals

The $100 billion tobacco industry could see fireworks this fall as the Food and
Drug Administration weighs tougher restrictions ranging from menthol
smokes to electronic cigarettes, and pipe tobacco to cigars.
The federal agency said in July that menthol cigarettes likely pose a bigger
public health threat than regular cigarettes because the flavoring makes it easier
to start smoking and harder to quit despite not being more toxic. A 60-day
public comment period expires Sept. 23, after which the FDA could propose
curbs including an outright ban on the only flavored cigarettes it currently
allows.
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If the FDA proposes a menthol
crackdown, companies can appeal
the scientific findings and likely
delay implementation for years.
Still, the scrutiny represents a
major overhang, with nearly one
in three cigarettes containing
menthol. Lorillard Inc., the
country's third-largest tobacco
company, generates about 90% of
its sales from menthol cigarettes.
Menthol accounts for an
estimated 20% and 30% of sales
at tobacco industry leader Altria
Group Inc. MO -0.14% and No.
2 Reynolds American Inc.,
respectively.
The FDA also aims by October to propose regulations for fast-growing
electronic cigarettes that turn nicotine-laced liquid into vapor. U.S. sales of
the battery-powered devices could reach $1.7 billion this year, with about
one-third of that from online purchases, Wells Fargo Securities estimated
recently.
Mitch Zeller, who became the FDA's tobacco czar in March, has likened the
nascent e-cigarette market to the "wild, wild West." Among the questions the
FDA could address in the coming months is whether e-cigarette makers can
keep advertising on television, selling over the Internet and marketing
non-menthol flavors ranging from chocolate to piña colada—all practices
already banned for traditional cigarettes.
Until now, Altria and Reynolds have treaded carefully, only selling
e-cigarettes in small test markets. Lorillard has moved more aggressively,
acquiring Blu, a top e-cigarette brand, for $135 million last year. In June
investors including Silicon Valley entrepreneur Sean Parker invested $75
million in NJOY Inc., another leading e-cigarette player.
The FDA also has signaled it could move to regulate cigars amid surveys
showing teenagers gravitating toward low-price, filtered cigars sold in candy

and fruit flavors. It also could impose tougher rules on pipe tobacco, which has
been sold for use in roll-your-own cigarettes to avoid taxes.
—Mike Esterl

Sci-Fi Gadgets

This fall, major gadget makers will introduce computers that break away from
the sizes, materials and uses we've come to know, introducing thumbnail-sized
screens, 3-D interfaces and even Dick Tracy-inspired wrist gear.
Samsung Electronics Co. likely will be first out of the starting gate this week,
when it shows off its Galaxy Gear smartwatch, a minicomputer with wristband
attached.
The watch may be the Korean tech giant's first volley into a growing field
known as wearable computing, which includes devices worn on arms, backs,
glasses frames and fingers.
"The manufacturers' device strategy is throwing spaghetti at the wall," said
Sarah Rotman Epps, a Forrester Research analyst. "The race is on to catch the
next generation of first-time smartphone customers, while also bringing out
new products to capture the attention of the trendsetters."
As soon as next week, Apple Inc. AAPL -0.31% is expected to show off its
latest iPhone, which may include less expensive versions and new colors,
according to people familiar with the matter. The company is also at work on
its own version of a watch-like computer say people familiar with its plans,
though it is unclear when and if it will be introduced.
Amazon.com Inc., too, is expected to refresh its Kindle Fire tablet and e-reader
lineup, while it has been developing smartphones of its own, including one that
may have a screen with 3-D images, according to people familiar with the matter.
For its part, Google's buzzy Glass wearable computer, featuring a small screen built
into eyeglass frames, is expected to be available to the wider public next year.
Spokespeople for Apple, Amazon, Google and Samsung declined to comment.
—Greg Bensinger
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Tech: Pivotal Events

Many of the biggest names in technology will be attempting a rebound this
fall, in some cases under new leadership.
Microsoft Corp. dropped a recent bomb when it announced plans to find a
successor for Chief Executive Steve Ballmer. The management shift, which
comes as the company focuses on devices and services rather than solely on
software, follows overhauls of the executive suites at Hewlett-Packard Co.,
Yahoo Inc. and Intel Corp.
Meanwhile, Dell Inc. DELL 0.38% faces a shareholder vote on Sept. 12
that will settle the fate of its founder's plan to restructure the company
under private ownership.
Each of the big companies faces problems all its own, but they are all
feeling the effects of a maturing of some of the biggest technology sectors.
Sluggish economic conditions and stiff competition also are making it hard
to hold on to profits and market share.
Their response: more products, and big events.
A new management duo leading Intel, for example, plans to use an annual
developer conference in San Francisco next week to show off new chips
aimed at broadening its lagging position in tablet-style PCs as well as
laptops and server systems.
Next up is Oracle Corp., a business software giant whose revenue has
stalled in recent quarters. Larry Ellison, its chief executive, on Sept. 22
kicks off an even bigger event called OpenWorld that may include
disclosures about a new kind of database technology.
Microsoft is trying to breathe new life into its flagship software line, whose
touch-oriented version released last fall failed to make much impact in
tablets. A modified version, dubbed Windows 8.1, is scheduled for release
on Oct. 17.
The software company is also working on a successor to its slow-selling
Surface tablets, though the timing hasn't been set. In November,
meanwhile, Microsoft plans to unveil the Xbox One, a successor to its
popular videogame console.

Other high-profile events planned for the fall include Dreamforce, a free event
in San Francisco in November. The event's sponsor, Salesforce.com Inc.,
expects it to draw some 120,000 attendees. One likely focus: new online
software offerings for mobile workers.
—Don Clark

Telecom: Revived Rivals

A curious thing happened in the wireless industry last quarter: For the first
time in more than a year, Verizon Wireless and AT&T Inc. T 0.14% didn't
account for all of the growth in contract customers at the national carriers.
After long shedding customers, T-Mobile US Inc. TMUS -4.07% finally added
some, and Sprint Corp. may not be far behind in getting out of the red. That
poses a threat to their larger rivals, which have long fed on the customers
T-Mobile and Sprint let go.
That emerging threat is one of the factors that drove Verizon Communications
Inc. to cement a multibillion-dollar deal to buy out partner Vodafone Group
PLC's stake in their joint venture, Verizon Wireless. And it could prompt
AT&T to make strategic moves of its own, perhaps by expanding into Europe.
Whatever the case, the emergence of two rivals with aggressive outlooks is
changing the tone in U.S. telecom, and investors and executives alike will be
closely watching how the nascent trend develops. The question is whether
T-Mobile and Sprint will continue to improve their competitive position, and
how costly it will be for the industry's leaders to fight them off.
At the end of 2012, AT&T and Verizon Wireless held almost 76% of the
so-called postpaid wireless customers at national carriers, and they built on
that lead in the first quarter. That dominance has been accompanied by pricing
power, as the market leaders have shifted subscribers into plans that make them
pay more for data as they use more.
But T-Mobile added postpaid customers for the first time in more than four
years in the second quarter after merging with MetroPCS Communications
Inc., beginning to sell Apple Inc.'s iPhone and making an aggressive marketing
push. Already, some analysts have detected signs of tougher competition in
rising costs at Verizon and AT&T.
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Meanwhile, Sprint closed its Nextel network over the summer—the
network had been hemorrhaging customers for years—and completed a
takeover by Japan's SoftBank Corp. that bolstered its balance sheet. While
it has yet to make major changes, Sprint is expected to eventually make its
own bid to grab market share with aggressive pricing and new technology.
Macquarie Capital analyst Kevin Smithen expects that Sprint will add
postpaid subscribers in the fourth quarter.
All of this means that there will be fewer customers up for grabs,
translating into slower revenue growth and threatening to dent profits as
carriers increase spending to defend their subscriber bases from poaching.
Mr. Smithen figures AT&T and Verizon could lose a few million
customers—a major accomplishment for the challengers—without
suffering much pain, given they have more than 160 million postpaid
subscribers.
—Thomas Gryta

Autos: Driven by Optimism

Auto industry executives looking toward the final months of 2013 have
more reasons for optimism than at any time in the past six years. While
there will always be events beyond their control, like gasoline prices and
global conflicts, auto makers are doing a better job than in the past 20 or
30 years at managing the critical factors they can control.
In the U.S., the revitalized Detroit Three and their Asian and European
rivals have found a sweet spot: Overall sales are nearing prerecession levels,
supply and demand are closely matched, prices are firm, credit is widely
available, and demand for high-profit pickup trucks is booming. U.S. auto
makers have been running factories around the clock, and hiring.
Europe is still in a funk, and the overdue restructuring of its mass market
auto makers is far from complete. But demand appears to be bouncing off
the bottom. Germany's luxury car makers are doing fine, as the affluent of
Asia and the U.S. take up the slack. China, the world's largest single
country market, remains strong, despite recent worries about a slowdown
in growth. India and Latin America are shaky, but those markets are still
too small to make a huge difference to the near-term fortunes of the
leading global auto makers.

Industry executives have been proclaiming of late that cars aren't a sunset
industry but a growth business, and recent economic trends suggest they're
right. But a sustained oil price shock and the advent of tighter money policies
would quickly make for a rough ride.
—Joseph B. White

Small-Biz Angels

For decades, small private companies looking for wealthy backers typically
pitched investment offers in face-to-face meetings with dozens or even
hundreds of investors, going door-to-door from one office to the next.
That is set to change this fall, when the Securities and Exchange Commission
is expected to lift long-held restrictions on the way small companies raise cash
through equity sales—allowing them, for the first time, to reach out to
potentially thousands of investors through traditional advertising or on social
media networks like Twitter or Facebook.
The new rules, which go into effect Sept. 23, put into motion a central
provision of the Jumpstart Our Business Startups Act, or JOBS Act, approved
by Congress last year, which seeks to ease regulations on new ventures trying
to raise cash and expand their businesses.
While the offers aren't registered with the SEC—a costly and onerous process
for smaller firms—the ventures that promote them must take "reasonable steps
to verify" that they're only taking money from wealthy individuals.
Many startups say they're already planning marketing blitzes, including
roadside billboards, YouTube videos or even investment offers printed on
T-shirts.
But some worry that the extra steps required by firms to verify accredited
investors' status might end up scaring them away.
Under the new rules, small firms that solicit and advertise investment offers
must review tax and other financial records for potential investors, in order to
ensure they have at least $1 million in liquid assets or $200,000 in annual
revenue over the past two years. Currently, angels and other accredited
investors merely self-certify, often by simply checking off a box on investment
offers.
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Bryan Pate, a co-founder and co-president of ElliptiGo Inc., which sells
low-impact running machines, was eager to start advertising to investors
when he first heard about the rule changes last month. Because many of his
customers are wealthy—his machines cost anywhere from $1,800 to
$2,500—he wanted to advertise investment opportunities on his website
and customer newsletter. In the past few weeks, however, Mr. Pate has
reconsidered advertising when the law comes into effect. "The last thing I
need is more requirements for disclosure," he said. "Proving investors are
accredited—that's a pain. It's uncomfortable to ask an investor to give me
IRS documents showing how much money they make."
"A lot of angels are not too enthused about giving away their financial
statements," said Joe Wallin, a partner at Davis Wright Tremaine LLP,
referring to angel investors, the wealthy individuals who are often the first
to provide cash for new ventures.
The Angel Capital Association, a national trade group representing more
than 10,000 individual investors and 200 angel groups, has warned that the
requirements could result in "many angels refusing to participate" in
early-stage investing.
Marianne Hudson, executive director of the Angel Capital Association,
said many early-stage investors "are going to hold off on investing until
there's more clarity" on the issue.
She also worries that strategies many startups currently use to attract
investors may fall under the new rules—such as "demo days" at startup
accelerators and incubators, when founders show off their new products
and services. If so, the investors they attract would also have to be screened,
she said.
Worse still, many fear a raft of proposed rules unveiled by the SEC in July,
which could also go into effect this year, will put a damper on startup
activity. These include advance filing requirements for ventures that want
to promote offers, submission of all general solicitation materials to
regulators, and a one-year penalty for missing any filing deadlines, among
others.
In a letter sent to SEC Secretary Elizabeth Murphy in August, Naval
Ravikant, the chief executive of AngelList, an online network of accredited
investors, said startups simply can't afford the lawyers, investment bankers

and broker-dealers needed to comply with the proposed regulations: "Rules
that may be easy for Wall Street are a death sentence for startups," he said.
—Angus Loten and Adam Janofsky

Natural Resources: Offers Entertained

For-sale signs are popping up atop mountains and valleys containing the world's
essential natural resources from copper and coal, to potash and iron ore.
Big and small mining companies have
been taking bids on mining assets as
they attempt to clean up their
balance sheets and reckon with the
end of last decade's commodities
super-boom.
During that boom, executives
invested in multibillion dollar mines
in jungles and deserts that were
dependent on prices outpacing costs.
Prices have fallen. Costs have soared.
Companies have written down more
than $40 billion in the last two years
related to cost overruns, or where
expectations far exceeded what prices
have been able to support.
Leading the selloff is Switzerland-based Glencore-Xstrata PLC, which is
looking to unload some $20 billion of mines in Peru, New Caledonia, the
Philippines, and Papua New Guinea. Anglo American PLC is looking for a
partner for its Minas Rio iron-ore mine in Brazil, and to sell off some platinum
assets in South Africa. BHP Billiton PLC is looking for a partner on a $3.8
billion Jansen potash project in Canada. Rio Tinto RIO 1.24% PLC is looking
to sell a high-cost iron-ore business in Canada, as well as parts of its Alcan
aluminum business.
"Western companies want to free up time and cash flow," says Patrick Jones, a
London-based analyst at Nomura.
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Thus far this year, buyers have been equally cautious: Mining deals are
down to $40.4 billion so far this year, from $97.4 billion at the same point
last year, according to Dealogic.
That is expected to change as Chinese companies get in on the game and
asset prices fall enough to spark interest from bargain hunting
private-equity firms and startups founded by former mining CEOs.
The percent of all mining deals done by Chinese firms is up to 21.8% this
year, from 16% last year.
China's largest copper producer by output, Jiangxi Copper Co. Ltd., has
said it is bidding for Las Bambas, a $5.2 billion Glencore
Xstrata-controlled copper mine in Peru. Another Chinese firm, Chinalco
Mining Corp. International, is also studying a bid. Rio Tinto last month
sold a controlling stake in the Northparkes copper-and-gold mine in
Australia to China Molybdenum Co. for $820 million.

blockbusters this summer. Eight grossed more than $150 million domestically,
compared with nine in 2012.
Most of the rest were disappointments, if not outright clunkers.
On any given box office whiff, the exact reasons people stayed away can be
difficult to discern. But many in Hollywood believed that at least part of
certain films' meager ticket sales this summer came courtesy of overcrowded
multiplex marquees.
If so, the studios may get some relief as consumers catch up with movies they
missed on the big screen that typically become available to watch at home
three to five months later. A rental isn't nearly as profitable as a ticket purchase,
but it is better than nothing.
For top rental outlets like Outerwall Inc.'s Redbox kiosks and Apple Inc.'s
iTunes Store, meanwhile, more transactions are only good news.

"Chinese mining companies are still willing to do acquisitions," says Mr.
Jones. China's domestic natural resources are of poor quality, say mining
experts. "It's easier for them is to buy a tier two or tier three asset globally
than [develop] one of their own assets of lower quality," he says.

Still, the challenge of the summer remains: Getting consumers' attention in a
crowded marketplace. October alone will see 12 releases from major studios,
with certain box office flops like "The Hangover Part III" against "After Earth"
opening the same day.

—John Miller

The question will be which were the victims of the crowded market and which
did moviegoers never want to watch in the first place?

Movies: Opting to Rent

The movie-rental business could be looking at a banner fall. The reason: A
surfeit of flops during the summer.
A glut of big-budget "event" movies and sequels—more than 20 this
summer compared with about 15 during the same period in prior
years—resulted in an overall box office increase of 10%. But it also created
a surge of box office duds, from "The Lone Ranger" to "Turbo" to "The
Smurfs 2."
When it comes to DVD and digital film sales, the strongest predictor
remains box office grosses, with the fanboy and family genres performing
particularly well. That should be good news for summer blockbusters like
"Iron Man 3" and "Despicable Me 2" and the retailers, such as Wal-Mart
Stores Inc., that sell them. But more movies didn't result in more

—Ben Fritz
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