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The Bill & Melinda
Gates Foundation
turns 20 nextyear.
The first couple of phi-
lanthropy tell Fortune
aboutthe passions
that keep them going.
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increasingly fearful
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FOREWORD

THERE IS SOMETHING remarkably powerful about listening. Those who
know Melinda Gates well—and even some of those who have met her just
once—remark at how good she is at this skill. Geeta Rao Gupta, a former
staffer for the Bill & Melinda Gates Foundation, who is now at the United
Nations Foundation, vividly remembers the first time she met with Gates
in her office, way back in 2010: “She was literally leaning in, listening very
attentively, not interrupting, but acknowledging that she had heard. You
know how sometimes people just have a blank face and you don’t know
whether you're being heard?” It was wholly different with Melinda, Rao
Gupta says. “She acknowledges, she nods, she listens—and without inter-
rupting, she asks really astute questions.”

I thought about that deseription a lot as I was reporting my feature
story on Melinda and Bill Gates for our annual World’s Greatest Leaders
list (please see page 22). Listening, after all, may be one of the most un-
derrated and least acknowledged leadership skills. A few other qualities
that sources used frequently to describe the Gateses might join that list
as well: data-centrism, the ability to forge lasting partnerships, and one
notion that came up more than any other—optimism.

“Bill and Melinda have always insisted on being optimistic,” says Helle
Thorning-Schmidt, a former Prime Minister of Denmark who is now
CEO of Save the Children International. “And that language of optimism,
I think, has been extremely important because
it also shows that if you do something, you can
change the course of the world.”

Kathy Calvin, CEO of the United Nations Foun-
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Bill Gates’

first cover for
Fortune, just after
Microsoft's IPO.
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dation, brands the Gateses’ variety: “unabashed
optimism.” It’s a “kind of relentless optimism,” she
adds admiringly.

You'll find that same driving, upbeat sentiment
in Geoff Colvin’s marvelous introduction to this
year’s list (see page 32), though he calls itby a
different name: hardiness. As Geoff writes: “Hardy
individuals don’t see the world as threatening or
see themselves as powerless against large events;
on the contrary, they think change is normal, the
world is fascinating, they can influence events, and
it’s all an opportunity for personal growth.”

It should go without saying that such hardy-
souled stock tend to make the people they lead har-

oF AND COURAGE
VE THEWORLD

dier, too. Consider Los Angeles
Rams coach Sean MeVay, who
turned his underdogs into Super
Bowl contenders—and University
of Virginia basketball coach Tony
Bennett, who rebounded from a
mighty NCAA loss last year to reel
in a big win in March Madness.

Hardiness, as our cover profile
suggests, also means moving fast
to help others, without waiting
for permission: Consider José
Andrés, who gets to disaster
zones with his World Central
Kitchen team, sometimes before
the NGOs are even set up.
They've served nearly 4 million
meals in Puerto Rico since Hur-
ricane Maria. “We don't sit wait-
ing for someone to tell us what to
do,” he shares with Beth Kowitt
(page 36).

Kapil Mohabir, meanwhile, is
helping small farmers in Guyana
band together to make a living
wage. And Ellen Agler is seiz-
ing the initiative to coordinate
people’s work on neglected tropi-
cal diseases.

But don’t stop there. You can
get the full master class by read-
ing entries one through 50 on
the list.

L T,

CLIFTON LEAF
Editor-in-Chief, Fortune
@CliftonLeaf
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- ’ W ON THE MID-APRIL DAY that Disney hosted a
I s n e S ate St show-of-force presentation for invest-
ment analysts, the entertainment giant converted its

BIOCk ust er cavernous Soundstage 2 in Burbank, Calif., where

Mary Poppins and Pirates of the Caribbean came to
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Robert Iger enlists Stormtroopers and splicing its decades-old film and TV library with that
X-Men in a bid to win the streaming wars. of 21st Century Fox, recently acquired for $71 billion.
By Adam Lashinsky The key dramatic moment: a shot from the stunning

rock climbing documentary Free Solo—from
formerly Fox-owned National Geographic—with the
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BRIEFING

heroic Alex Honnold
perched untethered on
the rock face, another
climber intoning:
“There’s incremental
advances that happen
in all kinds of things.
But every once in a
while, there’s just this
iconic leap.”

Subtle, it wasn't.
Disney is taking a me-
ticulously planned leap
itself into the market for
Internet video stream-
ing, simultaneously
offering new products
while forgoing billions
of dollars in revenue by
removing its content
from rival entertainment
platforms like Netflix.

It is easily the boldest
attempt in years by any
established behemoth to
shift its business model
while operating an
enterprise that’s forecast
to bring in $72 billion in
fiscal year 2019.

The particulars wowed
investors, who bid up
Disney’s shares 13% in
the days after the event.
Its new service, Dis-
ney+, debuts Nov. 12 in
the U.S. It will offer the
prodigious libraries of
its Disney, Pixar, Marvel,
Lucasfilm, and National
Geographic brands in
one bundled service
for $7 a month—half
Netflix’s subseription
price—or $70 a year.
And Disney projected
60 million to 90 mil-
lion subscribers in five
years, two-thirds from
outside the U.S. Long-
time Disney CEO Robert
Iger, who unexpectedly
avowed he'll step down

Disney’s share price has
increased fivefold in Robert
lger’s 14-year tenure.

when his contract expires
in late 2021, bragged that
“no content or technol-
ogy company can rival”
a catalog that includes
Snow White, every Star
Wars movie, and 30 sea-
sons of The Sitmpsons.
Disney’s move is
bold—and costly. It
will immediately forgo
$2.5 billion in revenue
by removing Disney
content from rival ser-
vices. Todd Juenger, an
analyst with brokerage
Bernstein, reckons the
pain will be bigger. He
estimates the combined
Disney and Fox collect
up to $8 billion annually
from licensing revenue,
including from Netflix,
and that Disney will
eventually say goodbye
to all of it. Juenger also
frets that Disney will suf-
fer by comparison with
Netflix’s constant influx
of new material. “We

don’t think there will be
any websites dedicated
to ‘What’s new to watch
on Disney+ this week,”
he says.

Disney’s opening pric-
ing gambit was shocking.
Richard Greenfield, an
analyst with indepen-
dent research firm BTIG,
thinks Disney made
a mistake. Given the
discounted annual price,
Greenfield estimates
Disney’s per-user rev-
enue will be about $6.25.
“It’s tough to make
money at that level,” he
concludes.

Cynics assume
Disney’s rock-bottom
price won't last, and the
company has more than
a few financial levers to
pull in the meantime.
Disney+ is just part of
its new strategy. The Fox
acquisition gives Disney
control of the rapidly
growing Hulu stream-
ing service, which makes
money from ads and
subscriptions, to add
to the similarly ambi-

tious streaming service
run by Disney’s ESPN
sports franchise. Disney
also has no plans to stop
collecting non-streaming
revenue from its big-
gest properties, most of
which will continue to
debut in movie theaters.

Everyone watching
the upcoming streaming
fracas understands that
at some point consumer
“subseription fatigue”
will set in. Amazon’s
~ Prime Video, Apple’s
upecoming Apple+
service, Netflix, and
expected offerings from
Comcast’s NBCUniver-
sal and AT&T-owned
WarnerMedia will all
test the tolerance of the
most avowed binge-
watcher. That's on top of
cable and satellite bills
for those who haven't yet
cut the cord.

For its part, Disney
will apply maximum
pressure to ensure its
services are among those
users choose. “There is
no bigger priority for the
Walt Disney Company
going forward,” Ricky
Strauss, head of market-
ing for Disney+, told
investors near the end
of the three-and-a-half-
hour event. The com-
pany, he said, will push
Disney+ in its theme
parks, on its cruises,
across its broadcast
networks, and through
social media and paid
advertising.

After all, the 96-year-
old industry icon has no
intention of attempting
a daring feat without a
safety net.

B
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INCREASED IN 2018

Despiteincreased calls toreduce global

ENERGY-RELATED CO2 EMISSIONS FROM FUEL COMBUSTION
2018 GLOBAL TOTAL: 36.5 TONS —

CHANGE 2017-2018 35 tons emissions in light of climate change, energy-
7 R S IR/ R : related carbon dioxide emissions worldwide
FOSSIL FUELS s
% EXCLUDING COAL _ wentup by 1:7%Iastyear, hit‘tu_-lgaremrd
R e e high, according to the International Energy
ol Agency. It's the largest rate of growth seen
25 ¥ oo NP = A since 2013. While emissions declined in

Europe, they were up in big economies like the
.8, China, and India. Coal, especially in Asia,
played a significant role in the increase. At the
same time, it's worth noting that according
102017 data, the U.S.still produces twice

as much carbon dioxide per capita as China
and nearly nine times as much as India,
highlighting the increased environmental
impactof a higher standard of living. All of
this means the Paris climate agreement’s
goal of limiting global temperature increase
to 1.5° Ccould be a pipe dream if energy use
1950 2000 2010 2018 worldwide doesn’t change. —RADHIKA MARYA
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Can BestBuy
Keep Winning?

The blue-and-yellow big box turns to a trusted
lieutenant of its turnaround CEOD. By Phil Wahba

BEST BUY’S best guy is stepping down.
™ Frenchman Hubert Joly, who has over-
seen a remarkable transformation at the electronics
retailer, will be succeeded by its chief financial officer
Corie Barry on June 11.

A 20-year veteran of Best Buy, Barry has been
an instrumental part of the executive team that has
helped Joly pull off one of the most dramatic rein-
ventions of a major retailer, ever. Joly will stay on as
executive chairman and advise Barry on matters

DEAL

MAY'S HALLOWEEN
NIGHTMARE

an extended deadline
for Brexit, Theresa May
has been given until
Oct. 31 to deliver one of

these three outcomes. REVOKE

Hubert Joly
handsoverthe
keysto Corie
BarryindJune.

of strategy.

Joly took a com-
pany posting quarter
after quarter of sales
declines and carved
out a new place for
Best Buy in shoppers’
routines. He pushed
the retailer to add
many services, giving
customers a reason to
come to stores, and,
in a show of pragma-
tism, teamed up with
brands, most notably
Amazon, to have
shop-in-shops.

His strategies, for

which Barry was a
key architect, have
paid off handsomely:
On his watch, shares
have more than qua-
drupled in value, with
Best Buy’s market
capitalization reach-
ing nearly $20 bil-
lion. In February,
Best Buy reported its
eighth straight quar-
ter of comparable
sales growth.

To build on that
momentum, Best
Buy will need to
continue to diversify
its business. Barry
was the force behind
its entry into digi-
tal health care and
wearables, an area
of potential growth,
especially as a retir-
ing population gets
increasingly tech-
savvy. More plays
like that will be
needed to maintain
a strong pulse.

Barring changes
at other companies,
Barry will be the 30th
woman serving as a
Fortune 500 CEO.

May needs the support of the opposition Labour Party,
which favors a “soft Brexit,” to deliver her preferred
outcome. The risk? Her own party ousts her first.

Favored by hardliners but considered economic suicide

by the mainstream, a “No Deal” Brexitwould cause
national chaos. As such, it's the unlikeliest outcome.

After failing to meet NDDEAL

Revoking Article 50—formally ending Brexit—would tear
May’s Conservative Party apart. Butitmay be her last
option to save the British economy if nodeal isagreed to.
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INVESTING

THEY MISSED
ON LYFT
(AND OTHERS)

EVEN THE MOST
SAVVY INVESTORS
HAVE WHIFFED
ON LUCRATIVE
OPPORTUNITIES.

MARK SUSTER
Upfrant Ventures
"I didn’t understand
why helping people
share rides from
Palo Alto to SF was
abigidea. | was very
wrong.”

23

JOHN BORTHWICK

Betaworks

“I got an introduction
to [Snapchat’s] Evan
Spiegel...and didn’t
take the meeting
because what | saw
was a sexting app.
Shortsighted. | sus-
pectif| had met him,
| would have realized
itwasn’t that.”

®

KALVEPURI
Brainchild Holdings

“Spent half aday at
Pinterest’s condo/
office and had a few
follow-up discus-
sions. lwon't make
that mistake again.
| ended up participat-
ing later at [much]
higher valuations.”

Neue Batterien |

The German government has made a hig bet
on batteries. But is the investment in the right
place? By David Meyer

THE AUTOMOTIVE INDUSTRY is
vital to the German economy;,
and cars are going electric. So, the thinking goes,
Europe—and Germany in particular—should be
making more electric car batteries.

It’s certainly a booming industry; electric car bat-
tery sales are projected to hit $60 billion by 2030.
But the companies making the batteries are over-
whelmingly Chinese—fostered by state subsidies for
electric-car makers and predicted to take 70% of the
market. There are also big Japanese and South Ko-
rean players, such as Panasonic (Tesla and Toyota’s
battery partner), LG Chem, and Samsung SDI.

Germany wants some of that action. In Novem-
ber, the government announced a 1 billion euro
($1.12 billion) fund for German companies to
develop and build battery cells. Germany’s National
Industrial Strategy 2030, unveiled in February,
fretted that “if the digital platform for autonomous
driving with artificial intelligence were to come from
the USA and the battery from Asia for the cars of the
future, Germany and Europe would lose over 50%
of value added in this area.” The solution? State as-
sistance for battery cell production.

 GOING ELECTRIC

AUDIE-TRON
204 MILERANGE
(EPA)
BASEPRICE
§74,800

But not everyone
is convinced this ap-
proach makes sense.
“It's burning taxpay-
ers’ money,” says Fer-
dinand Dudenhoffer,
professor of auto-
motive economics
at the University of
Duisburg-Essen and
a veteran of car firms
suchas Opel and
Porsche. “It’s stupid.
It’s crazy what our
ministry of econom-
ics is doing.”

According to
Dudenhoffer, the
government is looking
for value in the wrong
place. He suggests
European companies
forgo battery produc-
tion—ceding that
business to Asia—and
instead research new
materials that over-
come the limitations
of current lithium-ion
batteries like, for ex-
ample, cold-weather
performance.

“The value does not
exist in the manu-
facturing process in
which they want to
spend 1 billion euros,”
he says. “The value is
in the materials.”

PORSCHETAYCAN
300+MILERANGE
PRICINGTBA

g
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JON'T TELL ANYONE

How nondisclosure agreements became one of the tech industry’s favorite
tools—and why free speech may still be a long way off. By Jeff John Roberts

ACCEPT A JOB AT ANY SILICON VALLEY COMPANY, and chances are some-
one will ask you to sign a nondisclosure agreement. These docu-
ments, dubbed “econtracts of silence” by academics, were once only
required of senior managers, but today they are as common in the
tech world as fleece vests.

At companies like Google, Apple, and Amazon, every low-level
employee or contractor is expected to sign an NDA, and so are
vendors and visitors. The contracts typically don't specify a dollar
figure for violating the terms, but they do make one thing clear:
Anyone who talks too much—about anything from their salaries to
their manager’s weird behavior—may be sued.

NDAs have played a central role in a number of recent tech
industry controversies, raising new questions about their prolifera-

18
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tion and scope. While businesses insist the
agreements are necessary, critics say they scare
people from talking about the darker sides of
the industry.

When sexual harassment allegations roiled
companies, including Uber, some tech work-
ers blamed the agreements for preventing
victims from speaking out. When employees
at blood-testing startup Theranos grew suspi-

‘ious about potential fraud by executives, they
feared sounding the alarm publicly.

In February, tech-news site the Verge pub-
lished an article about how Facebook modera-

A PHOTOD ILLUSTRATION BY NICOLAS ORTEBA
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tors earning $15 a hour felt traumatized after
trying to cleanse the service of porn, violent
threats, and harassment. None would agree to
reveal their real names, citing their NDAs.

It wasn’t always this way. According to Orly
Lobel, a University of San Diego law professor
who studies the agreements, NDAs became
common in the 1970s as a way for tech firms
to protect trade secrets, and that remains their
main stated objective. Since then, however,
they’ve morphed into an all-purpose cudgel to
control employees and suppress criticism.

In recent years, Lobel says, companies have
even started using them to prevent employees
from publicly disclosing their salaries—a subtle
attempt to cap wages. The muzzle could also
thwart women and minorities from exposing
unequal pay, a problem that many tech compa-
nies have, until recently, downplayed.

“The companies are trying to signal to
employees that everything is off-limits and is
proprietary,” says Lobel.

This situation is unlikely to change anytime
soon. While legal experts suggest judges would
declare many broad NDAs unenforceable, and
federal laws protect employees’ right to discuss
working conditions, the issue has barely been
tested in court. The reason is obvious enough.

“These agreements have the effect of terror-
izing people,” says Widener University law pro-
fessor Alan Garfield, a longtime critic of NDAs.
“Maybe you do have a good publie policy claim,
but who wants to risk having high-powered
lawyers threatening to sue you?”

NDAs are not impregnable, of course. Gar-
field points to recent “breaches of the dam.”
Under pressure last year, for example, Uber
stopped requiring employees to enter private
arbitration or sign separate NDAs in cases
involving alleged sexual harassment, practices
critics had linked to tech’s overuse of NDAs.

However, such examples are outliers. As for
companies like Facebook, Google, Apple, and
Amazon, all of which declined to comment for

this story or did not respond, they have every
incentive to impose NDAs as widely as pos-
sible. Even if the contracts are on shaky legal
ground, the possibility of a court challenge
is remote, and there is no punishment for
asking people to sign even the most outland-
ish NDAs. And while prospective employees
could demand less restrictive NDAs as part of
their salary negotiations, only the most brave
(or foolish) would do so.

The upshot is that, for now, any checks
on the use of NDAs may have to come from
political leaders. In the same way that state
attorneys general have begun to target the
misuse of noncompete agreements that limit
employees when switching jobs, lawmakers
theoretically could punish companies that
use NDAs for anything other than protecting
bona fide trade secrets.

Facebook

moderatars Both Garfield and Lobel also point to
working under whistleblower laws and so-called anti-SLAPP
rr-‘anvﬁsalfi?-.agrflf i statutes (which typically let targets of frivolous
namesinan libel lawsuits collect attorney fees) as other
article about examples of legislation aimed at promoting

thetraumathey transparency and free speech. Such reforms
suffered from

policing the take time, however, meaning tech companies
socialnetwork. |  will continue to require NDAs of all comers. @

facebook ,

L1
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FOCUS

WHEN A SHUFFLED
JECK MEAN
ABETTER HAND

At the few companies with “staggered” boards,
shareholders can replace only a few directors ata
time. Here's why that continuity has paid off for
investors. By Ryan Derousseau

THE ETERNAL BATTLE for control

at public companies between
executives and shareholders is one of the most
important narratives in business. And on
one front, shareholders have won decisively:
They've sharply reduced the use of “staggered”
boards of directors, which can help protect
business leaders from the pressures of reform-
minded investors.

But in winning the victory, did they lose the
war? Seems so. Staggered boards may actually
deliver better returns.

A staggered board is like the U.S. Senate: Di-
rectors are elected on a rotating basis, typically
with one out of three facing election each year.
A non-staggered board is more like the House:
Every seat is up for grabs in each election. With
a Senate-like structure, it takes two
elections to replace a majority of
the board—making it far more dif-
ficult for shareholders to oust direc-
tors and demand a shift in strategy.

In 2009, 41% of S&P 500 boards
used such setups. Today, only 54
companies in that index, or 11%,
have non-annual voting, accord-
ing to FactSet. For that sea change,
you can partly thank Enron and
WorldCom. The corruption-driven
collapses of those companies made
corporate-governance reform a
cause célébre—and the perceived
coziness of staggered boards made
them an easy target. Research at
the time also suggested that firms
that reelected all directors annually
were better performers. By the early
2010s, shareholder-rights advo-
cates were lobbying against stag-
gering, on the grounds that it hurt
value by shielding bad managers.
Their efforts helped persuade more
than 100 companies to abandon
the practice.

But in recent years, staggered-
board companies have wound up
outperforming their peers—and
significantly at that. For the five
years through March, S&P 500
companies that utilized non-annual
voting registered an average total
return of 125%; for the index as a
whole, the figure was 52%.
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These figures may represent what econo-
mists call “survivorship bias”™: A company
that’s reaping lousy returns with a staggered
board is more likely to ditch it. Still, more
nuanced studies also suggest that the structure
can pay off. Researchers Martijn Cremers,
Lubomir Litov, and Simone Sepe looked at
more than 3,000 companies that changed
their boards from staggered to unstaggered or
vice versa from 1978 to 2015. They found that
those companies’ “firm values” increased by
3.2% to 6.1% under a staggered structure, as
measured by Tobin’s Q, a metric that divides
a company’s enterprise value by the value of
its assets. Similarly, Harvard Business School
professor Charles Wang and his coauthors
evaluated companies headquartered in Massa-
chusetts that were required to adopt staggered
voting in 1990, owing to a change in state law.
In the 15 years that followed, Wang found,
their average Tobin’s Q value grew sharply.

What makes staggering a secret sauce? It
appears to make it easier for good manag-
ers to innovate, free of outside pressure.
Wang’s research found that businesses that
spend heavily on R&D tend to perform better
under alternating-election boards. “External
influence is more likely bad for these types
of innovative activities,” says Wang, because
shareholders may lean on management for
short-term results rather than giving an
investment with a long time-horizon the sup-
port it needs. (Tellingly, of today’s staggered
S&P 500 companies, 16 of 54 are in health
care, including biotech and pharmaceuticals.)

IT'S POTENTIALLY A 600D SIGN that companies
launching initial public offerings are increas-
ingly likely to have staggered boards. In 2008,
38% of IPO companies had such structures;
in 2016 that figure was 81%. (This year’s
best-known IPO debutant so far, ride-share
company Lyft, has a staggered board.)

Still, investors shouldn’t assume stagger-
ing is a panacea. Building a moat around the
board, says Wang, can have negative conse-
quences as well, if companies use staggering
to insulate themselves from justified criti-
cism. (Dual-class share structures, which give
“supervoting” rights to executives and found-
ers, present even greater risks; see sidebar.)
An unstaggered board can make it easier for
investors to press for change if management

W,

DUAL-CLASS
DILEMMA

These companies
may have bright
futures, but the
voting control their
“dual-class” stock
gives to their found-
ers can make other
investors uneasy.

FACEBDOK
[FB,$176]

Founder and CEO
Mark Zuckerberg
controls about 60%
of the shareholder
vote through power-
ful B shares. That
control has helped
Facebook take prof-
itablerisks. It also
insulates Zuckerberg
from investor pres-
sure as he battles
guestions about data
securityand privacy.

 ESTEELAUDER

[EL, $184]

The Lauder family
controls 87% of
shareholder voting
power. They've
shown a willingness
totruststrong lead-
ers like CEO Fabrizia
Freda. But with fam-
ily also accounting
for 25% of the board,
it's clear where the
final decisions lie.

UNIVERSAL
HEALTH SERVICES
[UHS,$135]

The hospital opera-
tor’sAandC shares,
which account for
87% of voting power,
are largely controlled
by founder and CED
Alan Miller and his
family. The stock has
sharply underper-
formed the S&P 500
Health Care Indexin
recentyears; any big
course correctionis
in Miller’s hands.

starts to drastically disappoint.

Here are three companies that
are in the middle of solid runs un-
der staggered boards—and have so
far avoided the moat mentality.

Few brick-and-mortar retailers
have thrived in the e-commerce era
like Ulta Beauty [ULTA, $354), Backed
by a staggered board, CEO Mary
Dillon has targeted “off-mall” loca-
tions like strip malls, which haven't
lost traffic as traditional malls have.
Ulta has opened 313 new locations
over the past three years, about
27% of its store count. It also em-
phasizes in-store experiences that
online rivals can’t match, including
exclusive products and sit-down
“beauty bars.” “We're very bullish on
the company’s prospects,” says Op-
penheimer analyst Rupesh Parikh,
who says the stock trades in line
with historical averages, despite
climbing 67% over the past year.

For the past decade, health insurer
Anthem [ANTM, $293) outsourced its
pharmacy benefits management
(PBM) services to Express Scripts.
That deal ended in March, and now
Anthem is launching its own PBM
service, a long-term strategic leap
with benefits that management
believes will far outweigh the risks.
Barelays analyst Steven Valiquette
says the move will give Anthem
room to grow revenues between
10% and 12% annually over the
next three to five years.

IDEXX Lahoratories [IDXX, $228),
aleader in veterinary diagnostics,
has benefited from our willingness
to spend on our pets’ wellness. It
also accounts for as much as 80%
of the animal-health diagnostic
market’s R&D spending, driv-
ing “almost all innovation in the
industry,” says Mark Massaro, an
analyst at Canaccord Genuity. The
company boasts customer retention
rates near 99%. Its stock is pricey,
having jumped 183% over the past
three years, but it deserves to trade
at a premium, says Massaro. @
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TIME The water garden at
WELL SPENT COMD Shambhala Estate
[below]; a Hinduwoman

presents her daily canang

sari, a morning offering,

atatemple in Ubud.

SAL
NIMIABLE
ALLURE

Whether you're seeking spiritual
and physical wellness, or a
surfer’s paradise, this Indonesian
island is a destination of balance.
By Alexandra Kirkman

FALLING WATER IS the prevailing
sound at Gunung Kawi Sebatu, one
of the most captivating yet least
visited temple complexes in Bali.
Nestled within a verdant glade
seven miles northeast of Ubud, it’s
composed of a series of ponds and
pools—most full of golden carp
sheltered by lotus flowers and
water lilies—fed by the natural
spring that flows beneath. Roam-
ing guinea fowl and baby deer
create a lively contrast to the many
grinning statues that preside over
the water gardens. Beyond a stone
stairwell flanked by a traditional
candi bentar, or Balinese gateway,
rows of offering baskets brimming
with fruit and fuchsia-hued flowers
line the foundations of shrines
bedecked with dragons and other
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mythical creatures, blanketing the
gray stone in a joyous riot of color.
Sites like this one are common-
place in Bali, a land of revelations
spanning the sensory to the spiri-
tual. The 1930s saw the Indonesian
island’s first influx of intrepid,

" high-profile travelers, including

Charlie Chaplin, Noél Coward, and
Cole Porter. In the ensuing decades,
Bali’s uniquely entrancing mix of
beauty and hospitality has drawn
tourists in ever-increasing num-
bers from around the world. And
while it’s the furthest thing from
undiscovered, it’s now drawing a
new influx of visitors as the world’s
premier destination for holistic
healing and wellness travel.

When India’s first Prime Minis-
ter, Jawaharlal Nehru, visited Bali
in 1954, he famously called it “the
morning of the world,” a deserip-
tion that’s especially apt of Ubud,
Bali’s beating heart. Perched on

the Ayung River, it may be literally
the greenest place on earth; diz-
zyingly dense jungle foliage seems
to swathe every inch of town in
a boundless thicket of towering
palms, ferns, and other flora, while
rice paddies shimmer an electric
emerald in the tropical sun. This
enclave of some 30,000 is Bali’s
cultural capital, where the island’s
revered artisanship, mysticism,
and natural beauty converge.
The creative gifts of Balinese
artisans—who excel at paint-
ing, carving, and weaving—are a
defining element of the island’s
magnetism. Their masterful talents
are such that there is no word for
“artist” in the Balinese language; art
is simply second nature, an inher-
ent part of the collective identity.
While the Neka Art Museum and
the Museum Puri Lukisan offer
dazzling overviews of the various
schools of island art, it’s worth
visiting the studios on the outskirts
of Ubud to observe the craftsmen
at work. In Mas, a village known
for wood carving, you'll encounter
woodworkers hunched over blocks
of teak or green hibiscus clenched
between their feet, honing the
wood into, say, an exuberantly
bejeweled Ganesha, the elephant-
headed Hindu god of prosperity
and new beginnings, emerging
from a three-dimensional canopy
of impossibly intricate leaves, each
whittled almost as thin as paper.
Neither tourist throngs and
their attendant traffic jams nor
other modern-day aggravations
can shatter the palpable grace that

permeates the island. This ethereal
calm is rooted in rwa bhineda, the
Balinese philosophy of balance.
Tolerance is another tenet; the Bali-
nese view differences among people
as a welcome and requisite com-
ponent of an even cosmic keel—a
generous perspective that especially
befits an economy 80% dependent
on tourism.
In the seaside hamlet of Canggu,
Ubud's arresting jungle tableanx
are replaced by hypnotic coastal
ones: Surfboard flotillas slice
through foaming breaks in the vio-
let shadows of village temples built
on massive rocks jutting into the
sea. Its volcanic black sands, thun-
dering swells, and ocean breezes
seented by frangipani have long
lured surfers from far and wide to
create a vibrant expat community.
Though hardly under the radar,
this laid-back village on the island’s
southern shore remains charmingly
devoid of the tourist sprawl found
in nearby towns such as Kuta and
Seminyak.

Not that Canggu is escaping
Bali’s luxury boom. Its beachside
bars, teeming with tattooed deni-
zens swigging beers, are gaining
new, more upscale neighbors.
Luxury villas are multiplying fast,
as are real estate prices. Top-shelf
eateries helmed by accomplished
expat chefs, as well as a slew of chic
new boutiques and quirky coffee-
houses, are cropping up alongside
Bali’s traditional roadside cafés—
meaning discerning travelers, lured
by Bali’s inimitable magic, are
surely soon to follow. @

__

WHERE InUbud:

T0 ¥ FourSeasonsBaliat

STAY i Bayan Situated among
i thetreetopsofthe

Ayung Rivervalley, the
resortisasingular
studyinjungle luxury
located just minutes
away from downtown
Ubud. With its unigue
rice-bowl-shaped

architecture and stun-
ning riverside villas, it's
an especially striking
standoutin the Four
Seasons portfolio.
fourseasons.com

COMO Shambhala
Estate The jewelin the
crown of the COMO
Hotels and Resorts col-

lection, this sprawling
resort, seton 23 jungle
acres just outside
Ubud, isone of the
world’s most acclaimed
wellness destina-
tions. Guests can visit
traditional healers or
bathein the forest's
natural spring poals.
comohotels.com

InCanggu:

COMO Uma Canggu
Located on Echo Beach,
thisresort’s centerpiece
beach club, from Italian
design superstar Paola
Navone, servesup
scrumptious cuisine and
staggering sunsetsina
colorful surf-shack set-
ting. comohotels.com
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PASSIONS

AN ADVENTURE
WITH PURPUSE

Ecotourism is increasingly trendy, but this African safari operator
has been walking the walk for 35 years. By Lindsey Tramuta

MOMBO. IT’S A NAME SYNONYMOUS with watching the world’s

o autlED o Bitasan
: jestic wildlife. The remote camp in Botswana’s

Okavango Delta set the benchmark in luxury lodging when Wilderness
Safaris, the industry’s pioneering ecotourism outfitter, took the reins in
1999. By boldly deviating from the once-rustic standards in the delta, the
company transformed the camp into an upscale destination with five-star
comforts—all while maintaining an uncompromising focus on low-
footprint design and operations.

Nineteen years and a fourth
renovation later, all the premium
trappings are still dutifully con-
sidered. Mombo’s latest iteration
has private, shaded verandas with
individual plunge pools and plush
daybeds overlooking the flood-
plains, indoor and outdoor showers,
generously stocked bar carts, and
even an on-site wellness center—all
of which is 100% solar powered.

With rates starting at $1,990 a
night per person, such comforts are
certainly expected. But high thread
counts and copper bathtubs are
only part of the Wilderness appeal.
“Our competition is any tourism
destination on the planet, not just
Africa,” says CEO Keith Vincent,
who joined the company in 1993.
“While the camp is spectacular,
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and you don’t want for anything, it
could never be the only draw.”

That’s why the company’s stated
mission is to conserve and restore
Africa’s wilderness: no animals, no
safari. This is achieved in several
ways. Hosting a small number of
well-paying visitors means not
only unobstructed game viewing
but also mitigating disruption to
the animals and their habitat. The
company sets up in remote, under-
visited, and biodiverse locales
where it can rehabilitate the land
and facilitate the return of large
animal species. Its nonprofit arm,
the Wilderness Wildlife Trust, has
funded more than 100 conservation
projects in the past decade.

A notable success of the Trust is
its rhino reintroduction program.

Abuffalo herd [left] commuting toa
water hole in Mombo camp, Botswana.
One of the nine spacious tents at
Mombo [above] that overiook the flood-
plain and are just steps from wildlife.

If travelers have the privilege of
observing white and black rhinos
during their game drives throughout
the Mombo concession today, it’s
because of the partnership between
Wilderness, Botswana’s Depart-
ment of Wildlife, and the Botswana
government. Their collaborative
operations in translocation and anti-
poaching brought black rhinos back
from loealized extinction.

But conservation is about people
too. Bill Given, a wildlife biologist
and founder of the Wild Source,

a safari agency, says Wilderness's
attention to community
empowerment is a major reason

he recommends the outfitter to
clients. Given mentions Children in
the Wilderness, a program
built around life skills and
environmental education

region and have that be positive,”
he says. “This can be rare in areas
where the only wildlife experiences
for locals are in conflict with
animals.” More than creating jobs
for locals—which Given points out
is a prerequisite for operating—
the program’s goal is developing
the environmental leaders of
tomorrow.

In an industry in which “green-
washing” is prevalent, Wilderness
has earned a reputation as more
of a conservation company funded
by tourism than a traditional safari
operator. That’s important for many
travelers. Sixty percent of Ameri-
cans said they were concerned with
the sustainability of their leisure
travels, according to a 2016 survey
by travel website Skift.

Far from resting on that
reputation, Wilderness has bold
ambitions. “We're looking into
areas that have been
devastated from years
of war—areas that could

for children residing in WHERETO BODK potentially hold another
neighboring villages. “It’s The Wild Source 100,000 elephants in

a brilliant opportunity for thewildsource.com 20 years’ time,” says
children to experience the Natural Migrations Vincent excitedly. “Isn’t
treasure of wildlife in their naturalmigrations.com that tremendous?” @
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PASSIONS

TIVE F

Youdon’tneed tobe Jacques
Cousteautoenjoy thesevoyaging
watches. By Daniel Bentley

m ON THE WRIST of every
great adventurer of
the 20th century was an equally

great watch.

Take early aviator Alberto
Santos-Dumont, whose friend
Louis Cartier created a watch for
the wrist so he could read it while
flying; Sherpa Tenzing Norgay,
who conquered Everest alongside
Sir Edmund Hillary wearing a
Rolex Oyster Perpetual; or Buzz
Aldrin, who strapped an Omega
Speedmaster over his space suit
before leaving the Eagle lunar
module. While the modern
mechanical watch is, in essence,
a luxury—superseded in practical
use by digital technology—these
timepieces were life-preserving
equipment in their day.

It's the romanticism of these
adventures that attracts collectors
to so-called tool watches—ones
built for a purpose, whether it be
flying, diving, or driving.

Here are five new timepieces
that capture an adventurous
spirit, whether you're exploring
the globe or dreaming of doing so.

SAFARI CHIC

PATEK PHILIPPE
AQUANAUT

While Patek
Philippe’s Nauti-
lus sportswatch
commands waiting
lists eight years
long, itwasiits oft-
overlooked cousin

—

\\ |/

1l 12

_ PATEK PHILIPPE

GEWEVE

the Aguanaut [1)
thatwas among the
stars of the show
atthe recent
Baselworld watch
fairin Switzerland. Its
jumba-size 42mm
case has serious
wrist presence, and
its white gold, which
could pass for steel

to the untrained eye,
provides a stealthy
touch of luxury, With
its military-esque
olive green dial and
matching rubber
strap, this piece
would look equally
at home on safari

or by the poal.
PRICE: $39,690
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TAG HEUER; ROLEX; BREITLING

O CLOCKWISE FROM TOP LEFT: COURTESY OF TUDOR;

THEPROTOTYPE

TUDOR
BLACK BAY PO

Inthe late 1960s,
Tudor proposeda
new dive watch for
theU.S.Naw—a
project ultimately
shelved and
consignedtathe

archives. Fiftyyears
later, Tudor has re-
leased the watch that

had become a subject
of horologicallore. (2]
With its unique bezel
locking system and
oversize lugs.itsa
bold departurein de-
sign from the rest of
the Black Bayline and

certainly stands outin
acrowd of Submari-
ners and Seamasters.
One for the daring.
PRICE: $4,200

THEEASY RIDER

BREITLING NORTON
CHRONOGRAPH

Breitlinghaslong

been associated
with British luxury
carmaker Bentley,
buta morerecent
partnership with
legendary motor-
cycling brand Norton
has produced this
elegant chrono-
graph. [3) Itsvisually
balanced black dial,

with white sub-dials
and gold numerals,
pairs perfectly with
the rugged leather
strap. Rideon.
PRICE: $8,500

THEAVIATOR

TAG HEUER
AUTAVIA
ISOGRAPH

Autavia—a
portmanteau of
“automotive” and
“aviation”—tellsyou
exactlywhat this
watchis about. The
Isograph [4)is built
with TAG's latest
technologies but
with a styling nod to
pilots’ watches of the
past. With atitanium
case, ceramic bezel,
amagnetic carbon
hairspring, and
water resistance ta
100 meters' depth,
it's a go-anywhere
adventure watch.
PRICE: $3,600

THETIME- ZONEHOPPER

ROLEX
GMT-MASTERII

In 2018, Rolex taok
Baselworld by storm
whenitdebuted a
stainless steel GMT-
Masterwith ared-
and-blue ceramic
bezel on ajubilee
bracelet. This year it
gave the same treat-
menttoits blue-
and-black-dialed
variant [5]—nick-
named “Batman” by
fans. With the ability
totrackthreetime
zones at once, it's
the perfect piece for
the frequent flier.
PRICE: $9,250 @

18

FORTUNE.COM [/ MAY.1.18
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Fartunewill convene senior leader
from China and around the worl
on the convergence of anergyﬂﬂshnctﬁ
trends in environmental protectio
special emphasis on China and

ummit. Dur prugramwil
nd sustainability, and will explore
nnovation, and other subject
tions with the rest of the world.

[For more information or to register:

FortuneGlobalSustainability.com
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THESETHINKERS, SPEAKERS, AND DOERS IN BUSINESS, EDUCATION, GOVERNMENT,
SPORTS, THEARTS, AND BEYOND MAKE BOLD CHOICES AND TAKE BIG RISKS—
AND MOVEOTHERSTO DO THE SAME. CALLTHIS YEAR'S LISTTHE HOME OF THE BRAVE.
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The Gateses afteran

interview with Fortune

in Seattle in March.




Ll
MELINIIA
DAL

COFOUNDERS, BILL & MELINDA GATES FOUNDATION

IT WAS MARCH 2018, AND ONCE MORE BILL 6ATES found himself behind a podium. In the previ-
ous few months, he had given one keynote address after another—in San Francisco, he'd
urged drugmakers to focus on diseases that affect the poor as well as the rich; in Andhra
Pradesh, India, he had preached the value of smallholder farms; in Abu Dhabi, he'd
enjoined the Crown Prince and other princelings to continue their financial support for
global health initiatives; in Cleveland, he’d promoted investment in better schools.

Now the world’s second-richest man and foremost itinerant advocate for the poor
was in Abuja, Nigeria, talking about the same theme that had underlain all of these
speeches: the need to invest in “human capital.” Among those gathered at the confer-
ence center, in the shadow of the Aso Rock Presidential Villa, was the Nigerian Presi-
dent himself, Muhammadu Buhari, and what seemed like the entire seat of government,
from legislative mandarins to a full house of governors and business leaders—all primed
to hear from a man who had, so far, lavished the country with $1.6 billion in grants
through his eponymous foundation.

BY CLIFTON LEAF
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1 - Bill and Melinda Gates

Two months earlier, the Bill & Melinda
Gates Foundation had taken the unusual step
of absorbing a $76 million IOU Nigeria owed
to Japan, for money Nigeria had borrowed to
fund a polio eradication effort. The progress
there had been striking. In 2012 the country
had more than half of the worldwide cases of
this paralyzing disease; that number had since
been cut to zero.

But Gates wasn't there to deliver a keep-
up-the-good-work speech. He was there to
say the opposite: to tell his hosts that their
nation—Africa’s richest and most populous,
with 190 million residents—was on a knife’s
edge. The country was facing an “epidemic of
chronic malnutrition,” with one in three Nige-
rian children chronically malnourished, Gates
told his audience. Nigeria had the fourth-
worst maternal mortality rate on the planet,
making it “one of the most dangerous places
in the world to give birth.” More than half of
rural Nigerian children could not adequately
read or write. The primary health care system
was “broken.”

The harsh litany went on. On the basis of
per capita GDP, oil-rich Nigeria was “rapidly
approaching upper-middle-income status, like
Brazil, China, and Mexico,” Gates said. But by
every meaningful measure, it still resembled
an impoverished nation: Life expectancy
was a meager 53 years—nine years lower, on
average, than its low-income neighbors in
sub-Saharan Africa. Nigeria was headed for
a perilous future—unless it changed course,
that is, and began to substantially invest in the
health, education, and economic opportunity
of its people.

“It may not be polite to speak so bluntly
when you’ve always been so gracious to me,”
Gates told the gathering, veering a bit from
his prepared remarks. But, he explained, he
was “applying a lesson” he'd learned from
Nigerian businessman and fellow billionaire
Aliko Dangote, who told him: “‘T didn’t get
successful by pretending to sell bags of cement
I didn’t have. I took from that, that while it
may be easier to be polite, it's important to
face facts so that you can make progress.”

It was a speech that “rattled” the govern-
ment, according to the next day’s headlines.
And it could have been given only by Bill
Gates, says Ngozi Okonjo-Iweala, chair of
GAVI, the international vaccine alliance, who
twice served as Nigeria’s finance minister.
Years earlier, when Gates was CEO of Micro-

The
World's 50
Greatest
Leaders
The List

Every one
of their
actions

has a
multiplier
effect.

They act
witha
unity of

purpose.”

WARREN BUFFETT
Chairman & CED,
Berkshire
Hathaway

soft, the company he cofounded with Paul
Allen in 1975, he'd had no trouble speaking
bluntly to government leaders—vigorously
challenging, for one notable example, the
U.S. government’s antitrust case against the
company during the 1990s.

The post-Microsoft Gates was still unabash-
edly candid—“He did that in Nigeria, and he
didn’t mince words,” says Okonjo-Iweala—but
the frankness was now infused with some-
thing else: a driving sense of purpose. A more
tender kind of, well, passion.

That’s a word that’s used quite a bit these
days to describe Bill Gates, 63, who in the
waning decades of the 20th century was often
pilloried as a brash—and sometimes soul-
less—corporate predator.

Ray Chambers, an influential American
philanthropist who is now the World Health
Organization’s Ambassador for Global Strategy
and who for several years served as a UN
Secretary-General’s Special Envoy for Malaria,
says Gates’ “passion for the subject™—what-
ever that might be in global health—“and his
compassion for the victim” are equally striking.
Physician Helene Gayle, who spent five years
with the Gates Foundation, overseeing its
HIV, TB, and reproductive health programs
and who is now CEO of The Chicago Commu-
nity Trust, singles out the word “determined”
before saying, “that’s not quite right—that’s too
pedestrian. It’'s somewhere between deter-
mined and passionate. I mean this guy is on a
mission, and he is—the word is ‘undeterred.”

And if you're wondering what drives this
perpetually refueling zeal, a big part of the
answer can be found on the other side of
the ampersand in his foundation’s name:
Melinda Gates.

If Bill's superpower is speaking truth to the
mighty, Melinda’s may well be hearing the
truth of the unmighty—and then internal-
izing and sharing that secret, often brutally
repressed wisdom. For a generally soft-toned
speaker, her voice has the command of a church
bell. But those who know her say her truly un-
canny talent is simply the ability to listen.

Gayle recalls one trip with Melinda, now
54, and Bill in the early 2000s to India,
meeting with a group that was particularly
hard-hit by HIV, women in the commercial
sex industry. Melinda—as was often the case—
sat on the floor with the women and listened.
“Many of them were despised and stigmatized
in their own communities,” recalls Gayle, “and
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having her listen to these women’s stories and
hear the lives that they led—why they ended
up having to trade sex for basically survival,
and what it meant to them to have people
from outside come and listen to them, listen
to their stories, be willing to hug and embrace
them, and treat them like human beings with
equal value—was a very, very moving mo-
ment,” she says.

In Mozambique, it was the same. The
Gateses would travel to a remote rural area,
talking with women about their desires for
their children—“and their fears that they
wouldn’t be able to provide for their children
and care for them,” says Gayle. “And Melinda
would sit on the ground, talking woman to
woman about the things that mothers care
about. She has this remarkable ability to con-
nect with everybody.”

Raj Shah, the CEO of the Rockefeller
Foundation, has likewise worked at the Gates
Foundation and traveled frequently with its
founders, but there is one trip that stands out:
Bangladesh, December 2005. The govern-

In Dhaka,
Bangladesh,
the govern-
ment went all
outtowelcome
the Gateses,
recalls a friend.
The couple just
wanted to spend
time listening to
the people.

ment had pulled out all the stops in welcom-
ing the famous couple to Dhaka, putting their
giant faces on billboards lining the highway
from the airport. The Gateses, however, just
wanted to visit the famous International
Center on Diarrheal Disease Research—or, as
everyone called it, the “Cholera Hospital.”
Established in the 1960s, the hospital had
long been a pinnacle of research on ways
to help children with diarrhea survive. “At
the time,” recalls Shah, “there was a cholera
outbreak, and we were walking through. And
I don’t know if you've ever seen a cholera cot,
but basically it’s a raised cot with a hole in
the middle, and they have a blue tarp over it,
for obvious reasons.” On each cot was a child.
“And the kids just have constant diarrhea,” says
Shah. “There are buckets under the cot to cap-
ture all that. And the mothers sit next to their
kids and constantly give them a combination
of oral rehydration, salts mixed with purified
water and some other electrolytes.” That ORS,
as it’s called, keeps the child from dehydrating
and dying during the diarrheal episode.
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Melinda sat down beside one mother and The and treated more than 100 million cases of
began helping to spoon-feed her child, as the “é‘:;':t:gﬂ malaria in 2017 alone—even as it helped
two women—one born in Dhaka; the other, !'rgsz prevent an untold number of infections in all
in a middle-class home in Dallas—talked three diseases. (Apart from national govern-
through a translator about what they ate for ments, the foundation is also the largest donor
dinner. It was a moment when Shah realized to the World Health Organization.)
that Melinda could bond with anyone. He The Gates money, put to work through the
pauses for a moment in the conversation: “I Global Polio Eradication Initiative, has helped
could be wrong in all my recollections. But I bring that horrific paralyzing disease to the
just remember her saying that ‘Oh, my family brink of elimination, leaving only two places
ate rice and beans also!’ It’s just who she is: on the earth, Afghanistan and Pakistan, where
People connect with her in a very special way.” the wild poliovirus remains active. In 1998,
the disease could be found in 125 countries.
FOR EVIDENCE OF WHAT HAPPENS when an un- The eradication quest is, as nearly all
stoppable force meets a profoundly movable foundation efforts are, sophisticated and data-
human being, one has simply to measure the driven. Gates-funded disease hunters have
impact of the Bill & Melinda Gates Foundation. plumbed sewage systems in hotspot regions to
From January 1995 through the end of check for lurking poliovirus and used digital
2017, their namesake philanthropy (along with satellite data to understand how many kids
earlier Gates family foundations that were were in a given area—and, therefore, how
merged into the Bill & Melinda Gates Founda- many houses inoculation teams needed to visit.
tion in 2000) has deployed an extraordinary, The foundation has spent more than a bil-
barely countable $45.5 billion. (When I asked lion dollars to date to reduce the burden of
the foundation, partly as a hypothetical, if they ancient, and long neglected, tropical diseases
could send me an accounting of every single (NTDs) that can cause everything from blind-
grant they'd doled out since inception, I got ness to anemia to an elephantine swelling of
back a spreadsheet with 41,487 line items.) limbs—and that, despite the progress made,
That $45 billion has launched, and then continue to debilitate one-seventh of the earth’s
continually supported, what global health population. It has fortified health systems in
experts widely acknowledge to be two of the developing countries and brought new innova-
most successful international, private-public tions to agriculture. (As Bill begins one of his
partnerships ever formed. The first is the wonkily upbeat GatesNotes blogs, “I've never
aforementioned GAVI, which has helped been shy about my passion for fertilizer.”)
developing countries immunize 700 million The foundation jump-started a national
children against preventable diseases. The
second is The Global Fund to Fight AIDS, Tu-
berculosis and Malaria. The fund, through its
own community partnerships, has put more $3 BILLION
thanazoullion peopleonreror@iRerapy | e
for HIV, cared for 5 million people with TB, U.S. PROGRAM
Includes K-12 education, poverty
research, and family
homelessness campaigns.
$2 BILLION
BILL& MELINDA GATES FOUNDATION
ANNUAL GRANT DISBURSEMENTS
$1 BILLION it :;:5;.)5— ]
C '7 :j;ll. -l.- : . | '\(
1985 1986 T 1897 1998 1999 2000 2001 2002 2003 2004 2005

b

FORTUNE.COM // MAY.1.189




conversation in the U.S. on education reform:
one backed by data, as well as dollars—though
there have been many of those, too. (It spends
$300 million annually on K-12 learning, and
on learning about learning.) The Gateses have
even changed the nature and scale of family
philanthropy—partnering with Warren Buf-
fett in 2010 to convince other billionaires to
give half or more of their money away during
their lifetime or in their will. Today, nearly
200 families have joined the aptly named
“Giving Pledge.”

“Every one of their actions has a multiplier
effect,” says Warren Buffett in a phone inter-
view about the pair, with whom he has been
close friends for decades. His own fortune
became part of that multiplication as well,
when he donated 500,000 Berkshire Hatha-
way B shares to the Gates Foundation—a gift
then worth about $1.6 billion.

But the impact of Bill and Melinda Gates
is due to more than money. Buffett returns to
his earlier thought: “The two of them have a
multiplier effect—the two of them together.
They act with a unity of purpose and with a
difference of style,” he says, chuckling at the
truth of his own line: “That just came to me—
and it’s really true.”

$4 BILLION

Bill and
Melinda
both bring
akind of
infectious
optimism
that these
are prob-
lems that
can be
solved.”

PETER SANDS
The Global Fund

“They are so results-orientated that most
people have no idea all the things that would
not be happening without them,” says Bono,
who, like the Gateses, has been a tireless
champion for global health, and whose own
(RED) and ONE campaigns have received
funding from the couple. “For as long as
I've known them, their only interest in their
income is the outcomes it can generate for
others in terms of changing lives,” he adds.
“They don’t ask for acknowledgment; they just
get on with it. They set up the scene, hire the
photographer, but are so focused on results,
they sometimes forget to be in their own
photograph.”

Their work over the past 20 years has
helped transform the lives of hundreds of mil-
lions of people—and will surely affect billions
more if the research they’re funding now helps
prevent and cure AIDS, multidrug-resistant
TB, malaria, neglected tropical diseases, and
the flu. It will help immeasurably more if the
work they're doing now to empower women,
provide sanitation, boost agriculture, and im-
prove education (as well access to education)
comes to full fruition.

For all that, Fortune has chosen Bill and
Melinda Gates as our 2019 World’s Great-

$144 MIL.

OTHER

GLOBAL GROWTH AND DPPORTUNITY
Includes water, sanitation, and hygiene
grants and agricultural development.

GLOBAL POLICY AND ADVOCACY
Includes public-awareness campaigns.

$580 MIL.
” i - $4.4
_ . 1 ; N $1.2BIL. BIL.
My 0 GLOBAL HEALTH T
£y = _ Includes vaccine development and
p— N/ " eradication campaigns for HIV
! malaria, and tuberculosis.
$1.7 BIL.
| 2008 2009 2010 2011 2013 2014 2015 20186 2017
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est Leader. The pick, pointedly, is a singular
one; the power of their leadership is definitely
double-barreled.

TO UNDERSTAND How the Gateses lead, it helps to
think of toilets.

This is just a guess, mind you, but it’s likely
that there are few people on the planet who
get more excited talking about commodes
than Bill Gates does. In a world where as
many as 4.5 billion don’t have “safely managed
sanitation,” according to the World Health
Organization—and of whom nearly 900 mil-
lion (mostly rural) people still defecate in the
open—a safe, affordable, self-contained waste
treatment apparatus that requires neither
running water nor sewers is the sine qua non
of public health interventions.

To make the point, Bill again took to the
podium, flying to Beijing this past November
for the Reinvented Toilet Expo. Next to him,
for their shared keynote—and resting on its
own, shorter podium—was a jar of human
excrement. “This small amount of feces,” said
Gates, “could contain as many as 200 trillion
rotavirus cells, 20 billion shigella bacteria,
and 100,000 parasitic worm eggs.”

Despite the laughter in the audience, the
container was filled with deadly stuff: In
much of the developing world, in fact, it is
a weapon of mass destruction, as proven by
history’s seemingly unbroken epidemics of
cholera, typhoid, dysentery, hepatitis, and
diarrheal disease.

The toilet expo showcased a number of
ingenious prototypes—the “most significant
advances in sanitation in nearly 200 years,” Bill
called them—and the Gates Foundation has
put some $200 million into the effort so far.

But as Bill and Melinda explained in a joint
interview in Seattle in late March, the rein-
vented commodes represented something po-
tentially more liberating still. The toilets were a
direct link to girls’ and women’s health and, ul-
timately, their economic empowerment, In sub-
Saharan Africa, one in 10 school-age girls don’t
go to school during their menstrual period,
according to UNICEF, and many drop out after
menstruation begins. “Think about what it’s
like for a child to miss five or six days and how
far behind they get,” says Melinda. Sometimes
it is the threat of violence that keeps a woman
or a girl from a public latrine—and because it’s
usually women who take their children to the
bathroom, that has a cascading effect.

The
World's 50
Greatest
Leaders
The List

In The Moment
of Lift, which
debuted in April,
Melinda Gates
shares stories
thatcapture
the interpiay
between
gender, global
health, and
opportunity.

“We have to draw the line” between all
of these connecting data points, she says.
“Because if people don’t draw the lines—if we
just talk about the importance of sanitation
in terms of people’s health,” we fail to fully
comprehend the missed opportunities and
challenges. “What we've learned in our work is
that you have to talk about the gender pieces,
too, because they are specific.”

Indeed, as Melinda discovered in her two-
decade journey through the developing world,
for virtually everything that tends to limit
human capital, there is a line connecting it
to gender in some way. The boldest of these
lines, certainly, concern the rights of women
to decide if and when they get married, and
if and when they have children. Both of these
choices, in much of the world, have been
taken away from women, with devastating
and transgenerational consequence.

Melinda, a practicing Catholic who at-
tended an all-girls Catholic high school in
Dallas (where she graduated as valedictorian),
has met resistance from some quarters on
some of her family planning efforts, which
involve offering women access to contracep-
tion. But as Geeta Rao Gupta, a senior fellow
at the UN Foundation in Washington, D.C.,
explains, the Gates Foundation stance on fam-
ily planning has been, as with everything else
it does, about “meeting unmet need.”

The effort isn’t about telling women in the
developing world to have fewer kids, says Rao
Gupta: “It’s that women want to control their
fertility. They’re asking for contraception.
They don’t want this many children or too
many children, and they don’t have the ability,
the tools that are available to the world, to be
able to make that choice.”

Filling that gap is not just about under-
standing social, cultural, or religious barri-
ers, as important as they are. “What Melinda
found was that there were supply barriers and
logistical barriers in getting contraceptives
into the hands of women. So then even when
societies were open to that idea, there were
challenges,” says Rao Gupta, who also founded
the 3D Program for Girls and Women, which
focuses on economic empowerment.

There were other gender lines, too—like
those connecting birth choices to education,
and then to child mortality. When it comes
to the survival of kids under 5 years old,
says Gates Foundation CEO Sue Desmond-
Hellmann, who is both a physician scientist
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and former chancellor of the University of
California, San Francisco, “one of the best
determinants of a child’s health is the educa-
tional status of the mom.”

“And so when you invest in education for
both boys and girls, which most of the world
happily does now, you're investing in the
future of those women as mothers—and in the
health of their children.”

Melinda, who earned a bachelor’s degree in
computer science from Duke University and
an MBA from Duke’s Fuqua School—and who
spent the next nine years at Microsoft—has
carefully studied the data on gender-based
barriers. And the data that wasn't already
available, she has commissioned through
her foundation. But mostly she has learned
through in-person absorption—through a
kind of human osmosis: from listening to
women in self-help groups in India; from
talking to girls and mothers everywhere from
Bangladesh to Indonesia. The insights came
when she and her then 17-year-old daughter
Jenn spent the night in the “goat hut” of a

In Manhica,
Mozambique, in
2003. "Melinda
would sit on the
ground, talk-
ingwoman to
woman about
the things that
motherscare
about,” recalls
one allywho
joined the trip.
“She has thisre-
markahble ability
to connect.”

Maasai couple in the Tanzanian village of
Mbuyuni, as they did in her homestay with
son Rory in Malawi.

“It’s not at all where we started as a founda-
tion,” Melinda says. “But I would say in the
last six, seven years, we've really started to talk
about this gender piece and have put specific
investments down to make sure we address it

THE COMPLEX INTERPLAY between gender and
global health and opportunity is also the
subject of Melinda’s book, The Moment of Lift,
which debuted in April. The stories within are
often raw and moving.

But the real theme of the book—as it is with
all things Gates, it seems—is optimism: what
Bill and Melinda see as the endless opportu-
nities to fix what's dragging us down and to
“summon the moment of lift for human be-
ings,” as Melinda writes in her book.

“The enormously impressive thing is that
Bill and Melinda both bring a kind of infec-
tious optimism that these are problems that
can be solved,” says Peter Sands, the former
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CEO of Standard Chartered who is now exec-
utive director of The Global Fund. “Humanity
has enormous capacity to innovate and think
through and find ways of doing things. And
when you spend any time with them, theyre
constantly in the mode of saying, ‘What do

we do next?’ And I think that’s a fantastically
catalytic and inspiring turn to have.”

Both Gateses acknowledge how central
this bright-side view is to the mission—and
seem to wield it in nearly every public speech
and presentation. “Optimism is fundamental
to our work,” Melinda tells me in our March
interview in Seattle. “We have to be able to see
the reality of what's going on in the world, and
to know that and to listen to that. But we have
to believe in the world getting better. And we
do believe in the world getting better because
it is getting better.”

A child born today is half as likely to die be-
fore the age of 5, compared to a child born in
the year 2000, she says. The poorest parts of
the world are less poor than they were. “And
we have to hold that belief in progress and
help others hold that belief so they’ll come
along on the journey with us. Because look,
the journey we're on is not a solo journey.
Many, many, many partners need to be at the
table to create, for instance, a new vaccine or a
new technology that’ll benefit everybody.”

Bill chimes in, “I'd say that kind of opti-
mism is particularly important now where
there’s a kind of turning inward [ politically
speaking], and the trust in various institu-
tions is down a lot.

“A lot of the things we do take a long time,”
he says. “I mean, we've been working on an
HIV vaccine for over 15 years, and it'll probably
be 10 more years before we get there—so 25
vears in total. Malaria eradication, if things go
well, is 20 years away. The polio effort started
in 1988; we didn’t get engaged until 2000. You
know, it's a long journey.” That’s challenging, he
sdys, when it comes to getting people to com-
mit—especially when the initial impact of the
effort, as in malaria reduction, is far away from
many of the donors’ front yards. “Optimism,”
he says, “is a key part of it to engage people.”

“Yes, we have to believe in what’s possible,”
adds Melinda. “It’s not at all a naive optimism.
It’s a realistic optimism. We're trying to envi-
sion the future—as leaders envision the future
of where their company or their mission will
go. And for us it’s a mission that all lives have
equal value.”

a0l
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We have
to be able
tosee the
reality of
what'’s
going on
inthe
world...But
we [also]
have to
believe in
the world
getting
better.”

MELINDA GATES

THE ARGUMENT FOR OPTIMISM has some awfully
good evidence in Rwanda. A quarter-century
after a genocide tore the already poor East
African country apart, Rwanda is a case
study in what’s possible. Led by physician
Agnes Binagwaho, the nation’s former health
minister, and others, Rwanda has steadily
invested in health infrastructure, primary
care, massive childhood vacecination, and
maternal health.

Groups like the Gates Foundation, GAVI,
The Global Fund, and Partners in Health—co-
founded by Paul Farmer, who lived in Rwanda
for years—have financed the effort substantially.
But much of the innovation and footwork has
been homegrown. Child mortality, meanwhile,
has dropped from one of the highest rates in
sub-Saharan Africa to one of the lowest.

The turnaround is so extraordinary that
Farmer, a Harvard professor of global health
and social medicine and a celebrated pioneer
in treating tuberculosis, has launched an
academic center to study it: the University of
Global Health Equity. (Binagwaho has been
named vice chancellor.)

“We see it in lots of places: real examples of
governments making investments—working
with UN agencies, with NGOs, with others, but
really driving their own future by investing in
their young people,” says Desmond-Hellmann.
“It’s happening not just in Rwanda, but also in
Ethiopia, Bangladesh, and elsewhere.”

But it’s work that has to be sustained, say
the Gateses—and virtually every other global
health expert. The sobering truth is that
Rwanda, like Nigeria, is on a knife’s edge:

If efforts to combat malaria, TB, AIDS, and
tropical diseases slow or even remain static,
the cases of disease don'’t stabilize, they go up.
And the next generation of kids loses ground.

It’s why the Gateses are so focused now on
replenishing contributions for The Global
Fund, a triennial fundraising push that takes
place in October—and the financial refueling
of GAVI after that. These two institutions are
the outstretched limbs of the Gates Founda-
tion, and the couple have spent more of their
philanthropic dollars supporting health deliv-
ery programs like these than anything else.

“They could have elected to do anything
with their lives,” says Warren Buffett, “and
both of them are not only spending money
but huge amounts of their time and energy
around the world to make life better for
people. Think about that.” @
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China’s
Real
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in the
Digital
Age

-of millions.

' customers, Industry analysts and media

full
r magazing named CCR the “Best

“Bank of Chine,” -and Asiamoney called

it the "Overall Best Stateowned Private
k. The Asian Banker miagazine
' i file of “Best Mega Retail
shina” for the fourth consecutive
year;-and the "Gyro" Evaluation System
ranked CCBB ‘first among Nafional
Commercial Banks In 2018,
CCB pamed those laurels through
impressive restilfs. Net profits grew 4.93
percent to: RMB255.63 billion, net inferest
ineome rose 148 percent fo AMBA86.28

“bilion, while retiim on average equity

was 14.04 percent and retum on average
assets was 113 percent CCB's total
assets reached RMB23.22 trillion, an
Increase of 4.96 percent. Meanwhile, risk
management was prudent, and balance
sheels were sound with a nor-performing
{oan ratio of just 1.46 percent. & capital
adequacy ratio of 1719 percent, ‘and a
provision coverage ratio of 208.37 percent.

Good business was good for shareholders.
CCB's Board of Directors recommended a
cash dividend of RMB0.306 per share;

In. 2018, CCB adhered to its mission and
responsibilities asa cornerstong of China's
financial sector. It icontinued to progress
with the times, develep with the country,
and- prosper in- partnership with other
industries'with which it does business. It
tapped into the know-how of its talented
corps of employees; unleashing the
power of science and technology while
strengthening internal controls and risk
management. CCB supported supply-
side’ structural reforms fo drive positive
economic and social benefits.

] plished its objectives by
strategic areas:
Finance, and

Strategy One: Building the Housing
Rental Market

' praise for CCB i, 2018. The.

using rental- senvice platform,

and the number of online listings and

fegistered users has exceeded 10, million
Ce | functions  and | professional

ecosystem will continue o grow.

Strategy Two: Expanding Inclusive

Finance

CCB has launched 'a comprehensive.
strategy. to. expand inclusive finance..

Through modern technology, it aims for

mass customer acquisition, accurate

profiling, automated approval, intelligent
fisk control, and integrated services,
CCB's strategy ericompasses the broadest
spectrum of cusfomers from: corporate
clients, to small and medium enterprises
{SMEs), microenterprises, the middle
class, rural people, and the urban poor.

This. stratepy  has® made GCB  the
industry leader in outstanding loans
and incremental loan growth The Bank
5 ‘promoting . new. online  financing
models, such as.a cybersupply chain,
while Introducing 26 targeted-measures
to suppert povate small -and  micro-
enterprises.

The: Bank has edended loans worth
more than RMB710 billion: o 550,000
small._and microenterprises. CCB is
exploring new ways to deepen rural
finance, intreducing: new forms  of
financial ‘support, including “agricultural
quick loans.” Through its “Shan Rong”
e-commerce website, CCB has built a new
channel for poverty alleviation, launched
a new platform of services for migrant
workers, and built a onestop service
platform to take an industry-leading
position in inclusive finance. At the end of
2018, the Bank's inclusive finance loans
totaled RMBG631.02 billion, an increase of
50.78 percent over the previous year.

Strategy Three: Investing in the
Future Through Fintech

CCB has established CCB Fintech
Corporation as a vehicle to. advance its
strategy on fintech. The Bank s using big
data, blockehain, and artificial intelligence
to. drive product innovation, customer
service, and risk management. To realize
its information-technology capabilities the
bank is extending its new generation of
core systemns to overseas institutions and
subsidiaries. CCB has built 17 platforms
including a- public cloud service platform
and a smart government administration
platform to provide customized technical
support services.

CCB continues to develop talent, provide
incentives for innovation, and work with
professional institutions in an open
rm {0 build an ecosystern of cutting
e techinology, financial scenarios, and
business models.

Supporting the Real Economy
real ‘economy s CCB's

Senving the
SENViNg the

services while exploring 4 new. model of
inventory in housing. These inifiatives
‘have produced 2 pationwide rental
service netwark and a longderm rental
commuriity. A new vibrant housingrental

top priority. It s proactively ‘supporting

‘nafional strategic programs, including

“Belt and Road,” {he BeifingTianjin-Hebel
Collaboration, the Yangtze River Ecoriomic

Belt, the Guangdong, Hong Kong, Macao

Greater Bay Area and free trade zones.
The Bank supports the constrction of
urban infrastriictures such as smart city
and ecoenvironment protection. At the
end of 2018, the Bank's loan balance for
infrastructure was RMB3.46 trillion, the
leading position in the industry.

CCB s implementing  supply-side
struetural reform and is prometing market:
orented -and law-based debt-forequity
swaps. The Bank continuotis fo: optimize
its creditcard busingss  management
structure, develop market segments, and
expand sefvices; As of 2018, a total of
1214 million credit cards were issued,
with annual transactions of RMB2,992. 74
bilior: CCB leads the industry. in total
customer volume, loan balance, and
asset quallty. Personal mobile banking
users exceeded 300 million; 89 million
used CCB through WeChat as a payment
method.

Enhancing Risk Management

Risk management is a core endeavor at
CCB. The Bank has built an enterprise-
level, digital comprehensive risk monitaring
and early waming platform, set up the first
risk-measurement center in China while
developing a risk management technology
system -and toolkit to improve its: digital
intelligence level,

The Bank has strctly implemented
antqmoney  laundering,  antiderrorism
financing, antidax evasion, and other
regulatory requirements. Audit roles and
abilities continue: to ‘grow, creating a
strong third line of defense.

Giving Back to Society

CCB made substantial progress in poverty
alleviation o support rural revitalization. In
2018, the balance of industrial targeted
poverty alleviation loans was RMB63.04
billion, an increase of more than 30
percent. The Bank has built 14,300
“caring stations” in its branches. These
provide services for laborers, and about 30
million people have benefited from them.

CCB has set up the CCB University,
integrating various training ' resources,
cooperating with wellknown universities
at home and abroad. It encourages and
organizes staff to paricipate in charity
work. The Bank has invested in CCB Hope
Primary Schools and Development Plans
for High School Students, Health Express
for Mothers and the CCB Financial Aid
Plan for Impoverished Mothers of Heroes.
In 2018, the total donation towards public
welfare was RMB89.41 million.

The year 2019 marks the 70th anniversary
of the founding of the Peaple's Republic of
China and is a crucial year in securing a
decisive victory in building an alkround
welloff society, CCB will enhance its
capacity fo serve the country, create
greater value for its shareholders, take on
mare social responsibility, and contribute
to economic and social development.
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WHEN ANNA NIMIRIANO goes to work in the
morning at the Juba Monitor newspaper

in South Sudan, she may not have to worry
about getting fired. She’s the editor-in-chief.
But she does have to worry about being
jailed or even killed. The authoritarian
government frequently dislikes what she
publishes. At least seven journalists have
been murdered in South Sudan since its
civil war began in 2013, and President Salva
Kiir has explicitly threatened to kill more.
The One Free Press Coalition of major news
organizations says Nimiriano “lives under
constant threat.” Yet she carries on.

Nimiriano is No. 8 on our new list of the
World’s 50 Greatest Leaders, an example of
astounding courage. Not many of our other
honorees risk their lives, but it's striking
how courage is a theme running powerfully
through this year’s list. Whether in business,
government, education, sports, or NGOs,
these leaders take action before others do,
leading from out front, where the risk is often
dire and their own future least certain. Every-
one has something to lose, and many on our
list risk possessions that most people value
highly: reputation, career, fortune, esteem.

Consider Lloyds Banking Group CEO
Anténio Horta-Osorio, who has openly
acknowledged his struggle with mental
health. Such an admission was previously
inconceivable for a high-profile CEO, so he
couldn’t know what would happen. Turns
out it has brought him praise rather than
scorn and has helped lift a stigma in an
industry notorious for driving workers up to
and beyond their limits.

Great leaders never know for sure if their
plans will work, but they plunge ahead any-
way. That’s why we recognize sheer audac-
ity, well intended, even if the results aren’t
known and even if the plans aren’t univer-
sally applauded. CEO Tim Cook is steering
Apple, a giant worth over $900 billion,
away from heavy reliance on slowing iPhone

sales and toward a business model based on
subscription revenue. Many industry experts
are skeptical. All we know for sure is he had
to act, he's working at gigantic scale, and he
isn’t playing it safe.

An inescapable question: How do great
leaders find such courage while most people
don’t? Research points to a personality
style called “hardiness,” identified among
business executives by psychologist Suzanne
C. Kobasa decades ago and validated many
times among the broader population since
then. Hardy individuals don’t see the world
as threatening or see themselves as power-
less against large events; on the contrary,
they think change is normal, the world is
fascinating, they can influence events, and
it’s all an opportunity for personal growth.
In studies of fourth-year West Point cadets,
Col. Paul T. Bartone of National Defense
University found that hardiness was by
far the best predictor of which cadets, male
and female, would earn the highest leader-
ship ratings.

Decades of research show that hardy
individuals just don’t feel stress the way
most people do. So when CEO Satya Nadella
makes an epic gamble like staking Microsoft’s
future on cloud computing, or Los Angeles
Rams coach Sean McVay bets his career on
a new style of offense, they're able to do it
in part because they're simply less afraid. It
gets better: Research also suggests that these
leaders, through their priorities, advice, and
personal example, can impart their way of
seeing the world to those they lead.

Reading about these 50 extremely hardy
people will improve your day and perhaps
do much more. In an increasingly angry
world, they’ll give you hope. You'll be sur-
prised by their ingenuity in devising ways to
do good. Above all, when you find yourself
reluctant to dare greatly, let them inspire
you with their titanium-strength courage.
—Geoff Colvin
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UA ARTERN

PRIME MINISTER, NEW ZEALAND

JACINDA ARDERN HAD
already broken new
ground as a preg-
nant woman—and
then a new mother—
leading a nation.
And this year, the
38-year-old Prime
Minister showed the
world her fullness
as aleaderas she
deftly, empatheti-
cally, and humbly
navigated New
Zealand through the
worst terror attack
in its history, after
50 were killed at two
mosques in Christ-
churchin March,
Rallying people be-
hind the theme “We
are one,” she chan-
neled the country’s—
and Muslim commu-
nity's—grief as she
opened speeches
with Arabic greetings
and quietly wore a
head scarf. She set a
standard for dignity
in the face of vio-
lence by refusing to
speak the attacker’s
name. And she won
near-unanimous
support for a ban

on semiautomatic
weapons of the kind
used in the attack.
Future leaders can
look to Ardern for a
master class in how
to guide a country
through a crisis.
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ROBERT MUELLER

SPECIAL COUNSEL, DEPARTMENT OF JUSTICE

FEW PEOPLE ON EITHER SIDE OF THE PARTISAN DIVIDE seem satisfied with the outcome of Mueller's
investigation into Russian interference in the 2016 elections. But that very dissatisfaction
speaks to the nobly impartial example the former FBI director set as he led an arduous,
sensitive investigation. He and his team didn’t uncover the smoking guns that President
Trump's critics craved, nor did they grant the President the exoneration he demanded.
Instead, sticking to the evidence and tuning out the hype, they exposed serious wrongdoing
and shed light on systemic flaws that the nation is now more likely to address.

Mueller took on a thankless task with dignity, integrity, a willingness to sacrifice his
own reputation for a cause, and an unflinching commitment to the rule of law. He proved
the country’s institutions still wark, even in the face of unprecedented political turmoil.
That’s unguestionably good for the country, whatever the next act of the drama may be.

PONY MA

Founder and CEQ, Tencent

Compared with others
in China’s boister-

ous tech scene, Ma
keeps a low profile.

But his influence has
gone global thanks

to WeChat, Tencent's
billion-member instant
messaging service.
WeChat is the epitome
of the super-app model,
asingleinterface
through which users
can pay bills, order
food, book tickets, play
games, and more. And
rivals, including Face-
book, are now adapting
to emulate its success.

SATYA NADELLA

CED, Microsoft

Under Nadella, Micro-
soft has generated
incredible growth from
new businesses like its
Azure cloud platform.
And Nadella recently
showed that he could
put principles first while
navigating employee
unrest, as he stood by
acontract to supply
the U.S. Army with aug-
mented reality head-
sets. He argued that
Microsoft shouldn’t
withhold technology
frominstitutions that
protect our democracy.
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DRETA THUNHERL

STUDENT AND CLIMATE ACTIVIST, SWEDEN

GRETA THUNBERG ISN'T HERE TO INSPIRE YOU; she’s here to give you anxiety.
“| don’t want your hope,” the 16-year-old climate activist said in a
speech at the World Economic Forum this year. “I don’t want you to

be hopeful, I wantyou to panic. | want you to feel the fear | feel every
day. And then | want you to act.” In September, she started skipping
school an Fridays sa she could protest government inaction on climate
change at Sweden’s Parliament in Stockholm. Her one-woman sit-in
ballooned into some 1,700 “climate strikes,” largely by youth, on

March 15, under her “Fridays for Future” banner. The mass protest
garnered the support of leaders from New Zealand's Jacinda Ardern to
Paris Mayor Anne Hildalgo—and earned her a Nobel Peace Prize nod.
Climate change, left unchecked, will cause wars, conflict, and refugee
crises, said Freddy André Ovstegard, a Norwegian lawmaker who nomi-
nated her, so Thunberg’s movement is “a major contribution to peace.”

The
World’s 50
Greatest
Leaders

The List

Idon't
wantyou |
to be
hopeful.
| want you
to panic.
| want you
to feel the
fear | feel
every day.
And then
| wantyou
toact.”

GRETA THUNBERG
Addressing the
Waorld Economic
Forum, Jan. 25

MARGRETHE VESTAGER

Commissioner for
Competition,
European Union

At atime when U.S.
lawmakers are divided
over reining in Big Tech,
Vestager has shown
how it can be done. She
fined Google a total of
$9 billion for alleged
anticompetitive be-
havior, sought $15 bil-
lion in back taxes from
Apple [both moves

are being appealed),
and is investigating
Facebook. Dismissive
of industry excuses,
Vestager says: “If

it's your algorithm, it's
your responsibility.”

ANNANIMIRIAND

Editar-in-Chief,
Juba Monitor

South Sudan has lost
five years and an esti-
mated 383,000 souls
to civil war, and the
challenges of speak-
ing truth to power at
Nimiriano’s newspaper
range from gas short-
ages to death threats.
When security forces
hauled a colleague to
jail and told her to shut
down the paper, she
persuaded them to
release him and let her
publish. The battles will
surely continue.
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CHEF/FOUNDER, WORLD CENTRAL KITCHEN

IN MARCH, CHEF JOSE ANDRES DESCENDED ON MANHATTAN ta prepare for the launch of a fresh
addition to his restaurant empire—a 35,000-square-foot Spanish food hall in the
sparkling new Hudson Yards complex. Here, alongside other A-list chefs such as the
French Laundry’s Thomas Keller and Momofuku'’s David Chang, Andres’s New York City
culinary concept would ply patrons with cured meats and cheese, tapas and paella, and

aselection of a dozen sherries.

Just over a week after the opening,
Andrés was on the ground in Fremont,
Neb.—population 26,000—handing
out meals to families displaced by the
unprecedented flooding wreaking havoc
throughout the Midwest. That a two-star
Michelin chef and pioneer of Spanish
cuisine would deliver sandwiches out of
a Catholic church here in Dodge County
seemed obvious to Andrés.

“When you need medical service,
you bring doctors and nurses,” he says.
“When you need the rebuilding of
infrastructure, you bring in engineers
and architects. And if you have to feed
people, you need professional chefs.”

Andrés has formalized that credo
through his nonprofit, World Central
Kitchen (WCK), which he founded after
volunteering in Haiti in the wake of'its
2010 earthquake. Since then, Andrés
and his team show up with a simple mis-
sion wherever disaster strikes: to feed
people, especially those who are hardest
to reach. “The big problems have very
simple solutions,” he says. In this case,
it’s to just start cooking—a quest that is
remaking ideas about what relief work
and humanitarian aid can look like.

Since Haiti, Andrés and WCK have
fed Texas, Florida, and North Carolina
after hurricanes; Guatemala and Hawaii
after voleanic eruptions; Indonesia
post-earthquake and tsunami; federal
workers during the U.S. government
shutdown; firefighters amid the Cali-
fornia wildfires; and Central American
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refugees in Tijuana. Most recently,
Andrés was in Mozambique, which was
hit in mid-March by a cyclone, attempt-
ing to double the number of daily meals
produced by WCK to 20,000 by the
time he left. He and his team do not wait
for permission to show up. When people
are hungry, he says, you must start
feeding them today, not tomorrow or a
week from now, after you've had a dozen
meetings and made a plan. “We don't sit
waiting for someone to tell us what to
do,” he explains.

Andrés’s most visible work took place
in Puerto Rico, where he jumped on
one of the first commercial flights to the
island in the aftermath of Hurricane
Maria. WCK would become the terri-
tory’s largest provider of fresh meals—to
date it has served nearly 4 million—a
feat that reportedly helped earn Andrés
a Nobel Peace Prize nomination. WCK
continues to operate in Puerto Rico
through programs that help the island
grow more of its own crops so it’s better
prepared next time disaster strikes.

The chef’s experience in Puerto Rico
further opened his eyes to problems with
the current aid model; he saw NGOs
moving without urgency and flexibility.
Big nonprofits must become leaner, with
more expertise, he says. “We come with
a fresh view of how to solve the same
problems,” he says. “We are not here to
push anybody out, but I do think we are
here to tell people we need to reinvent
ourselves.” —Beth Kowitt
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DOUG MCMILLON AND
LISAWODDS

CEOQ; Senior Director,
Strategy & Design for
U.S. Benefits, Walmart

Health care costs in
the U.S. have reached
astronomical levels—
spending hit $3.7 tril-
lion in 2018—and they
continue to climb,
weighing on patients
and the employers who
help foot the bill. As
America’s largest em-
ployer, Walmart s all
too familiar with these
trend lines—which
have led McMillon and
Woods to innovate to
do health care better.

For the company’s
1.1 million U.S. employ-
ees and their families,
Woods launched the
Centers of Excellence
[COE] program in 2013,
enabling workers to
travel to top hospitals
Walmart contracts with
for select procedures.
The company foots the
bill and has found it's
worth it. More than half
the employees referred
by their local doctor to
get spine surgery, for
example, have learned
from a COE that they
don’t need it. For those
who do, an operation
at a COE decreases the
chance of readmission
by 95%. Walmart has
found that employees
treated at a COE recover
faster, too, returning
to work three weeks
earlier.

Walmart has now ex-
panded the COE model
to almost a dozen types
of care. It's a blueprint
that others have start-
ed to emulate and one
that might shake up the
nation’s dysfunctional
health care system.
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CEOD, DANGOTE INDUSTRIES

DANGOTE IS AFRICA’S RICHEST PERSON—worth $16.4 billion, according to
Bloomberg—and the four publicly traded companies under the umbrella
of his Dangote Industries now account for about a third of the value of
the Nigerian stock exchange. That wealth is based on a big bet an
Nigeria’s economic independence: Dangote’s peers give him credit for
helping the country become self-sufficient in the sectors in which his
companies compete [cement, agriculture, mining, and petroleum). He's
now converting his wealth into impactful philanthropy: Dangote’s foun-
dation, the largest in Africa, has helped establish a top-tier business
school at Nigeria's Bayera University; it's also teaming up with the Bill &
Melinda Gates Foundation to fight chronic malnutrition in Nigeria.
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MASAYOSHI SON

CED, SoftBank

Son has hecome a tech
kingmaker. He upended
venture capitalism

in 2016 by launching
the $100 billion Vision
Fund, and his backing
often proves pivotal

in battles between
rival startups. Son
personally vets CEOs
of potential portfolio
companies and spurs
them to scale up dra-
matically, even if profit
is elusive. Ride sharing
as we know it might not
exist without his avid
backing of Uber, Grab,
and Didi Chuxing.

MARILYN BARTLETT

Special Products Coordi-
nator, State of Montana

Health care costs are
inflated in part by ig-
norance: The employ-
ers who pay the hills
often can’t get medical
providers to explain
and justify what they
charge. Bartlett helped
save Montana's state
health plan from bank-
ruptcy by demanding
transparency from
hospitals and doctors,
then negotiating better
deals. Other employers
are now clamoring to
follow her lead.

A PHOTOGRAPH BY BENEDICTE KURZEN
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TIMCOOK

CHIP BERGH

CEO, Apple

CED, Levi Strauss

Lastyear Apple became
the first U.S. company
to be worth $1 trillion,
thanks to the domi-
nance of the iPhone;
itlost that status
because iPhone sales
growth is slowing, and
Apple needs a new act.
Cook knows it, too,
and Apple’s “pivot” to
services and subscrip-
tion revenue, unveiled
in March, is his bid

to reignite growth.
Succeed or fail, the
reimagining will deter-
mine Cook’s legacy—
and Apple’s future.

When Bergh took over
in 2011, the denim
maker was a shadow of
its iconic former self.
Bergh brought the cool
back, marketing Levi's
as hip Americana with
a celebrity pedigree.
Internally, he revamped
company tech and
cleaned house; by the
time the company went
public in March, annual
revenue had risen 26%
on his watch. Bergh
has also launched the
Safer Tomorrow Fund,
a pioneering effort to
prevent gun violence.

CLAUDIA DOBLES

SEAN MCVAY

First Lady, Costa Rica

Head Coach, L.A. Rams

Dobles helped her hus-
band, Carlos Alvarado,
win electionin 2018
with a pledge to “de-
carbonize” Costa Rica
by 2050. An architect
and urban planner,
she’s now in charge of
turning that promise
into reality—setting
deadlines, brokering
alliances, and raising
money. Job one: re-
placing the antiquated
buses and trains that
anchorthe nation’s
transit system with
clean electric models.

The youngest head
coach in modern NFL
history took his team
to the Super Bowl, and
although he didn’t win,
much of the rest of the
league wants a carbon
copy of the 33-year-
old. McVay's up-tempo
offensive style turned
the Rams into a nearly
unstoppable force
and has triggered a
youth movement: Of
the eight head coach
openings in 20189, four
were filled by people
under age 40.

THE’ PTNKWAVE

42 NEWLYELEETED WOMEN IN EUNERESS

|Nmﬁnuu-upmus‘rmn SMIDTERM elections, pundits chewed
through hours of cable news programming, speculating abouta
potential blue wave. But while they were right about the oceanic
force, they got the shade wrong—it was pink. Forty-twa women
won their congressional seat for the first time in 2018, the largest
total since the 27 elected in 1992, the first “Year of the Woman.”
The record-setting congresswomen also sent a surprising
message: The American electorate may not be as balkanized as
we think. Five of the 13 incoming women of color were elected
by majority white districts, according to a New York Times analy-
sis, while more than a third of the Democratic wamen represent
districts won by President Trump. What's more, the newcomers
made it clear that they prioritize legislative action aver partisan
scrapping; 46 freshman Democrats—more than half of them

‘women—sent a letter to party leadership, urging it to put policy

progress ahead of investigations of the administration,

The Kelly Slater of the pink wave is, of course, Alexandria
Ocasio-Cortez, whose progressive Green New Deal and
social media mastery have inspired fans and enraged critics
in equal measure. While not every new-

comer has AOC's star power, the new mem-  Congresswomen
bers share her refusal to follow the old rule wh;:f;:gt::t“
book—the one whose coverisemblazoned:  2gig9Stateofthe
Wait Your Turn. Union address.
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J[AN WALKER

COFOUNDER, CODE2040; CEQ, WALKER & CO. BRANDS

A COMMON THEME LINKS CODE2040, a nonprofit that nurtures black and
Latinx tech talent, and the eponymous beauty company that Walker
launched in 2013. Bothare based on the premise that people of color will
be the majority in the U.S. in about 20 years [the “2040" in Code2040)
and that businesses will miss huge opportunities if they fail to connect
with that majority. Walker, a Stanford B-school grad whose career in-
cludes stints on Wall Street and at Twitter, has made that case resonate
in very disparate industries. Code2040 now places more than 100 “fel-
lows™ each year at Silicon Valley giants like LinkedIn and Airbnb. And in
retail, Walker & Co. broke through by persuading Target and Sephora to
carry its shaving products and shampoaos and display them prominently,
rather than in an “ethnic beauty” niche. In December, Procter & Gamble
bought the company in another affirmation of Walker's vision.

He
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CHARLIEBAKER

Governor, Massachusetts

Baker’s approval rat-
ings routinely land near
70%, a remarkable feat
for a Republican lead-
ing a famously liberal
state. He's earned that
favor with a quiet bi-
partisanship that feels
almost foreign these
days. A data-driven
fixer—he previously
led the turnaround of a
health insurer—Baker
has been effective in
addressing the state’s
opioid woes and issues
with social services;

he also signed a green
energy bill last year.

JOANN JENKINS

CEO, AARP

About 24% of the

U.S. workforce is

55 or above—and
older workers face
adisproportionate
risk of being laid off.
This spring, Jenkins
rallied bipartisan
support behind a long-
dormant bill that would
strengthen federal age
discrimination laws.
She's also a dogged
critic of prescription
drug costs—a burden
to which older workers
and retirees alike are
keenly vulnerable.

4 PHOTOGRAPH BY MATT EDGE
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LAEL J ELX

PARKINSON’S DISEASE TYPICALLY AFFECTS people when they're around 60
years old. For star actor Michael J. Fox, it hit at 29. Fox was diagnosed
in 1981 but didn’t publicly reveal his disease until seven years later.
That decision was fueled in part by a desire to raise awareness about
Parkinson’s and fund research to fight the degenerative disorder of
the nervous system. Two decades later, Fox has become one of the
most respected advocates in medicine. His Michael J. Fox Foundation
for Parkinson’s Research, founded in 2000, has raised and invested
some $800 million in the quest for a cure. Fox carries a deep belief that
Parkinson’s patients themselves must play a central role in curing the
malady. “We're the experts on what we have,” he said in a recent Fortune
interview. “We have a responsibility as patients—if we expect [medi-
cal researchers] to do what we need them to do, they need to be fully
informed on our experience, what works with us, what we respond to,
what we can contribute.”

e

Hopefully,
thisisa
window
into the
future.”
KATIE BETHELL,
PAID LEAVE U.S.

On Katrina Lake's

taking parental

leave while
serving as CED

KATRINA LAKE

CED, Stitch Fix

As CEO of personal
styling service Stitch
Fix, Lake has guietly
changed the game for
women in corporate
America. In 2017,

at 34, she became
the youngest female
founder ever to take

a company public.
Stitch Fix’s board and
workforce are majority
female. And Lake last
year set a trailblazing
example by taking a
substantial parental
leave—16 weeks—
while serving as a
public-company CED.

WILLIAM MCDONOUGH

Founder, William
McDonough + Partners

“Green” architecture
arguably went main-
stream thanks to Mc-
Donough, whose firms
designed eco-friendly
campuses for such
giants as Nike and Ford.
Today he's a leading
proponent of a “circular
economy” in which
sustainability drives all
product design; he's
steering an effort to
redesign plastics using
materials that won't
pile up in our oceans
and bloodstreams.

A PHOTOGRAPH BY WESLEY MANN
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LED VARADKAR

Prime Minister, ireland

Ireland’s youngest
ever Taciseach—and
first openly gay and
first ethnic-minority
leader—stands outon
all fronts. But it's how
he has positioned Ire-
land to win big in Brexit
that’s most notewor-
thy. Varadkar's com-
mitment to low taxes
and low-drama politics
has wooed the likes of
Bank of America Merrill
Lynch and Barclays to
move their European
bases to Dublin while
securing Ireland’s title
as Europe’s fastest-
growing economy.

MARK HARRISON

President and CED,
Intermountain Healthcare

Health workers often
struggle for access to
essential generic drugs,
thwarted by price hikes,
shortages, and drug-
industry whims. Enter
Harrison, CED of a top
Utah health system,
with a bold fix: With six
partners, he formed an
independent nonprofit
drugmaker, Civica Rx.
The venture has signed
up some 800 health
systems as customers;
it should be producing
generics by year's end.

| SECRETARY GENERAL, FIFA

IN 2016, A GLASS CEILING WAS BROKEN in the world’s most popular sport
when Senegal’s Fatma Samoura was named the first female secretary
general of FIFA, soccer’s world-governing body. Samoura, a veteran

of the United Nations, was brought on board to help haul FIFA out of a
corruption scandal that resulted in dozens of indictments and guilty
pleas for wire fraud, racketeering, and money laundering. On her watch,
FIFA has taken financial oversight responsibility back from its hitherto
unreliable member organizations. The propartion of women within

e st FIFA's administration has risen ta 48% from 32% in 2016. She’s helping
Greatest women gain on the field too: Three years ago, FIFA established its first-
Leaders ever women's soccer division; it more recently launched its first global

strategy for realizing the commercial potential of the women's game.

0 25: SIMON DAWSON—BLOOMBERG VIAGETTY IMAGES; 26: COURTESY OF

INTERMOUNTAIN HEALTHCARE; 27: FIFA/GETTY IMAGES
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KYAW HLA AUNG

KAPIL MOHABIR

Activist/Lawyer, My

For decades, Kyaw

Hla Aung has tire-
lessly resisted violent
discrimination against
his Rohingya peoplein
Myanmar. His efforts
to open schools for
Muslims and to protest
seizures of farmland
have earned the lawyer
global respect, along
with prison time.
Awarded the 2018 Au-
rora Prize for humani-
tarianism, he donated
his $1 million prize
money to fund health
care for the 700,000
Rohingya displaced by
recent ethnic cleansing.

Managing Partner,
Plympton Farms

Growing up in Guyana,
Mohabir saw firsthand
how the lack of access
to large markets can
trap small farmers in
poverty. After stints at
Deloitte and Harvard
Business Schoaol, he
returned to Guyanato
organize farmers into
a collective that could
sell in bulk, then helped
them find customers
among industrialized-
world food companies.
Next up: teaching that
business modelin
other small, farming-
dependent countries.

WILLIAM J. BARBER I

TADASHI YANAI

Pastar and Activist

Barber sees such
issues as paoverty,
racism, and voter
suppression as moral
matters, with unethical
treatment of people as
their common theme.
His “Moral Monday”
protests at North
Carolina’s State House
have drawn thousands
of marchers in recent
years. Last year he re-
vived the Poor People’s
Campaign, originally
launched by Martin Lu-
ther King Jr., to take his
message nationwide.

CED/Founder,
Fast Retailing

It's easy to mistake Fast
Retailing’s Uniglo unit
for “fast fashion™; Its
clothes, after all, are
cheap and ubiguitous.
But the trendy, dispos-
able nature of fast
fashion is the opposite
of what Yanai aims for.
Uniglo’s warehouse-
style shops are stocked
with durable, practical
clothes that work in any
season, an approach
that has positioned it as
aleaderin sustainable
fashion.

LA ERELIND
IANIEL EFaTE

CED, NOT IMPOSSIBLE LABS [LEFT]; CEO, UNREASONABLE GROUP

JUST BECAUSE SOMETHING IS UNREASONABLE doesn't make it impos-
sible. That's the message Mick Ebeling and Daniel Epstein, two
unconventional entrepreneurs, delivered to a captivated crowd
at Fortune’s Brainstorm Health conference in April. Ebeling’s
Not Impossible Labs has developed technology that extends
abilities to the impaired, including wearahles that let deaf and
hearing people alike feel music in a “surround body” experience,
and a 3D-printing lab for prosthetics in Sudan. Unreasonable,
meanwhile, devotes itself to funding growth-stage entrepre-
neurs [rather than seed- and early-stage] to help speed those
kinds of revolutionary ideas to market. Epstein cites George
Bernard Shaw, who wrote that “all progress depends on the
unreasonable man,” as an inspiration for his business philoso-
phy. He's funded some 180 unreasonable entrepreneurs to date.

A PHOTOGRAPH BY STUART ISETT
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thtem Al nm,
Steve Case and J.0. Yancs,
Rise of the Rest

It may be tech’ shiggast
‘gender gap: Fewer than
10% of ieadership roles
inventure: capltalara
‘held by wome
only 2.2%0 '
ingwentta famale-
founded companies
in 2018. All Raise, a
coalition of women in
the VC field, launched
last yaar [sparked bya
group email fram Cow=
boy Ventures partner
Lee) with the aim
of boosting both those
numbers. All Raise
gives female founders
intensive one-on-one
mentoring, while its
VC Cha mpions pro-
gram pairs 'pramising
investors with s
partners at established
venture firms.
Geographical diver-
sity is anotherhurdle
in tech: Steve Case
[below, center], the ADL
founder turned inves-
tor, says 75% of venture
fundlrig goes to firms
in California, New York,

or Massachusetts. With-

his partner, author J.D.
Vance, Case runs Rise
of the Rest, a $150 mil-
lion fund devoted to
companiesinless
heavily saturated mar-
kets. Through a pracess
thatincludes buzzy

bus tours and pitch
competitions, Rise of

the Rest hasinvested in.

about 100 companies
inmore than 30 states
so farn-remmdingthe
startup world thata
San Francisco: Bay view
isnota pfpreqm%lta
for supmgssﬁ ‘
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THE ECONOMIC POTENTIAL of artificial intelligence captivates business
leaders. But the so-called deep-learning systems behind A.l. are only as
good as the data they are trained on. Imagine a scenario in which self-
driving cars fail to recognize people of color as people—and are thus
more likely to hit them—because their computers were trained on data
sets of photos where such people were absent or underrepresented.
No one has done more than computer scientist Joy Buolamwini to
draw attention to A.l. bias. In one widely read study, Buolamwini showed
how facial-recognition technology from Microsoft, IBM, and China’s
Megvii performed better when analyzing photos of lighter-skinned men
than of darker-skinned women. Both Microsoft and IBM subseguently
updated their tech. Her study of Amazon's facial-scanning has been
more controversial [Amazon has disputed her approach), but the fric-
| tion underscores her influence as the conscience of the A.l. revolution,

—P\’RN\M of CoLOQ/AMzm_ oRa
—» INADEQUATE INFO +S

p BEDOIDE MANNER
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KERSTIN FORSBERG

Founder/Chair,
Planeta Oceano

Planeta Oceano aims
to educate entire
communities, from
preschoolers up to
business owners, about
marine ecology, in
hopes that they’ll take
the initiative to protect
endangered species.
“It's not top-down; it's
ahbout acting together,”
Forsberg says. The ap-
proach has helped pro-
tect sea turtles, rays,
and sharks in Ecuador
and Forsberg’s native
Peru; she’s now bring-
ing a digital curriculum
to U.S. schools.

SUNITADANUWAR

Executive Director,
Shakti Samuha

In Nepal, some 15,000
girls a year are kid-
napped and trafficked
into sex work, often in
neighboring India. In
1982, when she was 14,
Danuwar became one
of them. Rescued after
four years in a brothel,
she banded with other
survivors to found
Shakti Samuha [“Group
of Power,” in Hindi]. The
organization provides
shelter and counseling
to trafficking victims
and has helped more
than 20,000 women.

LARTaTTA FREELAN

MINISTER OF FOREIGN AFFAIRS, CANADA

AS MANY GOVERNMENTS SLIDE TOWARD AUTOCRACY and nationalism, Canada has been loud and
clearin its call for liberal democracy and the rule-based international order. The main
source of its full-throated defense is Freeland, Canada’s fierce, hardworking minister of
foreign affairs. A journalist turned politician, Freeland has been outspoken in promoting
human rights; she was key to Canada’s passing legislation in 2017 that allows for sanc-
tions against bad actors. [The government has since leveled them against individuals in
Russia, Saudi Arabia, Venezuela, Myanmar, and Sudan.] Her tough negotiating skills were
instrumental in securing Canada’s first-ever trade agreement with the EU, and last year,
in hammering out the “new NAFTA” with the U.S. and Mexico. She won over U.S. Trade
Representative Robert Lighthizer, her negotiating rival, who told the Washington Post he
considers Freeland “a good friend,” and added, “She did an amazing job for Canada.”

A PHOTOGRAPH BY MARKIAN LOZOWCHUK
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ELLEN AGLER

JORDAN PEELE

CEQ, The End Fund

Director/Producer

Aglerisleading an
international effortto
eliminate a problem
that shouldn’t exist: ne-
glected tropical disease
[NTD). Her organiza-
tion has taken aim at
five debilitating and
sometimes fatal afflic-
tions—including river
blindness and intestinal
worms—that are fully
preventable and treat-
able but still affect
more than 1.5 hillion
people worldwide. NTD
is a bit of a misnomer,
Agler notes. it's not the
diseases that are ne-
glected, but the people
who suffer from them.

The End Fund works
with NGOs, govern-
ments, and private
philanthropists to
direct resources and
coordinate their ef-
forts. This approach
has worked wonders:
Between 2012 and
2018, itresulted in
more than 724 million
treatments and the
training of 1.8 million
health workers.

In April, the End
Fund received more
than $50 million from
donors as part of the
Audacious Project, a
philanthropic initiative
that backs organiza-
tions tackling the
waorld’s most pressing
problems. The money
will help accelerate the
eradication of intestinal
worms in eight African
countries. That will give
vulnerable populations,
who miss out on school,
work, and other life
events when they suffer
fromworms, a chance
to thrive.

Peele continued his
emergence as a direc-
tor of heady horror with
Us, which shattered
the domestic box of-
fice record for original
horror movies with a
$70 million opening
weekend in March.
Peele is also helping
filmmakers from all
backgrounds get past
Hollywood gatekeep-
ers. Peele’s production
company, Monkeypaw,
accepted open script
submissions this year,
arare move for anen-
terprise as hot as his.

SISTER NORMA PIMENTEL

Executive Director,
Catholic Charities of the
Rio Grande Valley

Three blocks from the
McAllen bus station
sits Sister Norma
Pimentel's Humanitar-
ian Respite Center.
Here, the “Mother
Teresa of South Texas”
gives migrant families
achance to catch their
breath, along with a
shower, meal, change
of clothes, and travel
assistance. Motivated
by faith, not palitics,
the center has helped
more than 100,000
people since 2014.
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NOT LONG ABD, IT WOULD HAVE BEEN considered a terrible move
for anyone on the business fast track to talk openly about
their struggles with mental health. Now CEOs are urging
employees to do it. After Cisco CED Chuck Robbins sent

a companywide email with the subject “Making Mental
Health a Priority,” encouraging employees to “talk openly
and extend compassion,” his inbox was flooded with re-
spanses fram over 100 employees, many of whom shared
deeply personal experiences with mental health.

One in five Americans suffers from some sort of mental
health condition, and 56% of them receive no treatment,
The ripple effects in the workplace are significant: Ac-
cording to a 2015 study, depression alone costs the U.S.
economy an estimated $210 billion a year through work
absenteeism, low productivity, and cancurrent conditions
that often accompany poor mental health. That means
that legitimizing and prioritizing emotional health in the

workplace is financially prudent as well as humane.

Corporate America is catching on. In March, more than

40 top executives; including Johnson & Johnson CEO

Alex Gorsky and Bank of America Merrill Lynch chief Brian
Moynihan, attended the American Heart Association CEO

o

ANTGNID HORTA-DSORIO

CED, Linyds Banking Group

In 2011, eight months
after becoming CED,
Haorta-0s6rio stepped
away to seek help for
stress. Today he's giv-
ing his colleagues tools
to help themselves
while openly talking
about his own crisis
[and deftly navigating
Brexit]. Lloyds provides
senior staff with
mindfulness tools and
psychological analysis
so they can better
process anxiety; it will
soon roll out similar
help far all employees.

Roundtable to discuss an
action plan designed to

help build a mental health-
friendly workplace. The
strategies they discussed
included reducing stigma
around mental health issues
through open discussion and
employee feedback; offering
digital behaviaral technol-
ogy [for example, apps that

~ can connect employees to

counselors] as a part of in-
surance plans; and integrat-
ing evidence-based mental
health policies in existing
practices. _
The upshot of this activity:
People who once remained
tight-lipped to avoid being

shunned or even fired over

mental health issues are
beginning to feel they can
turn to their employers for
suppart. An equally impor-
tant message, for anyone
struggling: We aren't as
alone as we once thought,
—Carson Kessler
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PRINLE RARKY
MEGHAN MARKL

DUKE AND DUCHESS OF SUSSEX

THERE ARE PLATFORMS—AND THEN THERE IS the audience available to the
Duke and Duchess of Sussex. Their May 2018 wedding, for example,
garnered nearly 50 million television viewers in the U.K. and U.S. alone.
The couple may project picture-perfect personas, but they use the
glohal stage to promote causes that might be considered taboo even
in non-royal households. Harry has spoken out about struggles with
mental illness, prompting overdue discourse about how the condition
plagues men, who are less likely to seek help for it. Meghan, having
brought new diversity of ethnicity and economic class to the House of
Windsor, has taken up women's empowerment as a signature issue,
even declaring herself a “proud” feminist in her official royal biography. I

The
World’s 50
Greatest
Leaders
The List

BETH FORD

CEO and President,
Land O'Lakes

Ford’s visibility soared
last summer when her
promotion to CED made
her the first openly
gaywoman toruna
Fortune 500 company.
Since then, she’s been
an exemplar for bringing
your whole self to work,
serving as an LGBTQ role
model without making
that identity the focus
of her leadership. And
she has deftly steered
the dairy cooperative
during ayear roiled by
trade wars and chang-
ing consumer tastes.

A PHOTOGRAPH BY FACUNDO ARRIZABALAGA
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MICHAEL CROW

President, Arizona State
University

Crow has spent 17
years reinventing
“party school” ASU as
a higher-ed innovator,
adding satellite cam-
puses, online degrees,
and partnerships to
educate Starbucks
employees and Uber
drivers. Enroliment, at
98,000, is nearly twice
that of 2002, and the
student body is far
more economically and
racially diverse. Expan-
sion hasn’t hurt learn-
ing: 52% of students
graduate in four years,
up from 28% in 2002.

ARUNACHALAM
MURUGANANTHAM

Social Entrepreneur,
Jayaashree Industries

The hero of the Oscar-
winning documentary
short Period. End of
Sentenceinvented a
machine that turns
cellulose into low-cost
sanitary napkins—a
boon in India, where
brand-name pads are
prohibitively pricey.
Each machine converts
roughly 3,000 women
to pad usage—and the
freedom of movement
that comes with it—
and provides jobs for
10 more women.

The
World's 50
Greatest
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[RICIA GRIEELTH

CED, PROGRESSIVE INSURANCE

FORTUNE’S REIGNING BUSINESSPERSON OF THE YEAR, Griffith leads by example,
drawing from the experience of having risen from entry-level claims
adjuster to CEO over 30 years at Progressive. In her first C-suite gig, as
head of human resources, she launched Progressive’s first diversity and
inclusion programs. As CEQ, she grabs lunch with rank-and-file employ-
ees in the company cafeteria every Friday to help break down commu-
nication barriers and spread cohesion across the ranks. She excels at
fostering creativity, sponsoring innovative hackathons and problem-
solving workshops that spur heads-up thinking. Her moves have made
Progressive a rare fast grower in a competitive, commoditized industry:
Revenue has increased 36% since Griffith took the helm in 2016, thanks
in part to a bet on A.l. and a bold leap into home insurance.
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MARATRIK MIRAMAL

PRIME MINISTER, MALAYSIA

AT 93, MAHATHIR IS
writing an unex-
pected chapterin
his legacy. During his
first, 22-year tenure
as Prime Minister,
from 1981 to 2003,
he turned Malaysia
into one of South-
east Asia’s economic
tigers, but his ornery
disregard for the
judiciary and the
press hinted at auto-
cratic leanings. Last
year, he returned
from seclusion to
run for office on

an anti-corruption
platform, leading a
new palitical party
to a shocking victory
over incumbent Na-
jib Razak. Mahathir
is now tackling the
endemic corruption
plaguing the coun-
try’s institutions, and
has brought Najib

to court on charges
connected to the
1MDB scandal, a
sprawling malfea-
sance case that has
ensnared Wall Street
bankers and govern-
ment officials [Najib
denies the charges].
Mahathir and his
party are now mov-
ing to protect judicial
independence and
press freedom, rec-
ognizing that they
help keep a democ-
racy honest.

O 47: PANDS PICTURES/REDUX
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Bennett counsels his team before a February home game:

NI HENNETT

HEAD MEN'S BASKETBALL COACH, UNIVERSITY OF VIRGINIA CAVALIERS

LAST SPRING, THE VIRGINIA MEN'S baskethall team suffered one of the most
shocking upsets in sports—becoming the first top-seeded team in the
history of NCAA's “March Madness” taurnament to lose to a lowest-ranked
16 seed. This April, in the same tournament, Virginia won its first title.
That the Cavaliers ascended from humiliation to celebration is a tes-
tament to Bennett's coaching skills. Inheriting a program that attracts
relatively few stars, Bennett built a cantender by stressing passing and
disciplined, stifling defense. And after last year’s defeat, Bennett gave
his players leeway to talk openly about the frustration of losing, the bet-
ter to motivate themselves and one another. Discussing last year's loss
after this year's triumph, he told reporters: “It bought us a ticket here.”

The
World's 50
Greatest
Leaders
The List

BRIAN MANLEY _

Chief of Police, Austin

Austin boasts the
third-lowest rate of vi-
olent crime among the
30 higgest U.S. metro
areas, and many credit
Manley for keeping the
peace. He has made
community collabora-
tion a central focus,
urging officers to forge
ties with homeless
people and with Aus-
tin’s Latin American
immigrant communi-
ties. And he earned
widening acclaim last
year by keeping the city
calm during a terrifying
string of bombings.

SCOTT GOTTLIEB

Former Commissioner, FDA

In his final week at the
FDA, Gottlieb issued

at least eight official
statements, running the
gamut from addressing
the youth e-cigarette
epidemic to develop-
ing rules for using A.l.

in medical devices.
That flurry of activity

is a microcosm of his
tenure—one defined by
awillingness to thrust
the FDA into any impor-
tant fray—and helped
explain the unigue im-
pact of his short-lived
term at the agency.
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O COURTESY OF ESTHER WOJCICK!

RAING
OUPER

Despite her own powerful brood,
Silicon Valley godmather Esther Wojcicki
believes |leaders are made, not born.

INTERVIEW BY MICHAL LEV-RAM
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RAISING SUPERWOMEN

STHER WOJCICKI DIDN'T set out to raise CEOs. But she
knew she wanted her children—and students—to
have an upbringing vastly different from the one she
had endured. “If I didn’t behave, I was beaten,” says
the longtime educator and matriarch of one of the most
well-known families in Silicon Valley. “My father’s
philosophy was ‘Spare the rod, spoil the child.”
Wojcicki, or “Woj,” as she’s known to the 700 teen-
agers enrolled in her popular Media Arts Program at
Palo Alto High School, came up with her own phi-
losophy after many years of teaching and parenting.
She lays out the secrets to cultivating effective and ethical leaders
in a new book, How to Raise Successful People: Simple Lessons
for Radical Results. Her tried-and-tested formula? It all boils
down to TRICK, a catchy acronym that stands for trust, respect,
independence, collaboration, and kindness.

If Wojcicki’s offspring are any indication, her method works.
Her firstborn, Susan Wojcicki, is the CEO of YouTube. Janet
Wojcicki is a professor of pediatrics at the University of Califor-
nia at San Francisco. And Anne Wojcicki, the baby of the family,
is the founder and CEO of genetic testing company 23andMe.
“Our parents taught us to believe in ourselves and our ability to
make decisions,” the three write in the book’s foreword. “We don’t
remember ever having our ideas or thoughts dismissed because
we were children.”

Wojcicki’s guide to raising successful people weaves together sto-
ries of her own harsh childhood (in addition to being beaten by her
father, she says, her formative years were defined by the loss of her
baby brother, who died after accidentally swallowing a handful of
pills) with actionable takeaways based on TRICK. One of her keys
to instilling trust, for example, is to give teenagers a budget and let
them shop for needed items on their own. Financial literacy skills
can be taught early on, says Wojcicki. She showed her daughters a
compound interest chart when they were still in grade school, and
growing up, the three sisters sold so many lemons from their neigh-
bor’s yard that they became known as the “lemon girls”

The TRICK philosophy can be of value to employers too, says
Woijcicki. In her book, she notes that CEOs like John Mackey of
Whole Foods and other leaders known for “employee empower-
ment” are interested in her methods. “The ultimate goal of TRICK
is creating self-responsible people in a self-responsible world,” she
writes. “This is what we're doing as parents, teachers, and employ-
ers—not just raising children or managing classrooms and board-
rooms, but building the foundation of the future of humankind.

While Wojeicki’s book may be the latest in a long list of litera-
ture focused on fostering success, rarely does this genre get writ-
ten from the perspective of a mother. Fortune caught up with the
78-year-old matriarch in her Palo Alto home, where she sat sur-
rounded by family photos, to talk about raising leaders, the recent
college admissions scandal, and the thorny issue of technology’s
dark side. That last point is a hot topic in the Wojcicki family,
she says—no surprise given that two of her three daughters run
sometimes-controversial tech companies. An edited transeript of
the interview follows.

FORTUNE: Why did you write the book and

why now?

ESTHER WOJCICKE: So many people were
asking me what I did with my daughters and
what I did with my students. I thought, Well,
if everyone really wants to know how I did

it, perhaps it would be easier if I just wrote a
book. I've spent a lifetime collecting this in-
formation, and I thought I would share it with
the world. This is my legacy—I'm trying to
make sure that people understand the power
of giving children control of their learning.

What can employers learn from TRICK?

If you treat employees the same way, if you
believe in them and give them an opportunity
to perform, then they believe in themselves.
It is really crazy, but when someone believes
in you, you're willing to take more risks and
willing to be more creative.

Just imagine if you have an employer who
thinks poorly of you; the only way you're go-
ing to be able to perform is by following their
directions exactly. And where is the creativity
in that? All these employers want people who
are creative and willing to take a risk, and all
the people coming out of college are trained
not to take a risk. They're trained to follow
instructions. If you don’t follow instructions,
you don't get a good grade. We're producing a
nation of rule followers—a nation of sheep.

If you just look at Google [ parent company of
YouTube], the main thing they do is give their
employees a sense of freedom by saying, if you
want to work on a 20% project [a policy allow-
ing employees to devote themselves to whatever
they want for 20% of the time], you have the
right to do that. Google turned out to be one of
the most creative companies on the planet.

What does the college admissions scandal say
aboutthe state of education and parenting?
Students are not engaged enough, and their
parents—who are a nation of “snowplow
parents’™—are clearing the way and giving
students tutors who basically cheat for them.
The parents were all going crazy trying to get
kids to pass tests that are completely irrel-
evant to the real world. The work world is not
a series of tests. The work world is a series of
projects and people collaborating together.
We are not training students the right way.
The business world is complaining that they
aren’t getting students who are properly
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O DOUGLAS FRIEDMAN—TRUNK ARCHIVE

prepared. But they need to realize that they
should not use the SAT as a gauge for what
makes a good employee.

Of the five TRICK principles, which is the hardest
foremployers toimplement?

Trust. Employers don't trust their employees,
so they have a lot of mechanisms to make sure
employees are actually doing the work that
they're supposed to do. I can understand why
it's hard because there are people out there
who don’t do what they’re supposed to do. But
I would suggest explaining the culture of the
company and talking about how you're giving
people more trust and respect, and how you're
expecting people to honor that. If there are
violations, then you do have to change the
rules. But I would say that most people work
really hard. The second hardest is kindness.

Why is kindness so hard?

Because we don’t have a word in the English
language that expresses happiness when other
people succeed—that we don’t have the word
shows that we don’t even have the concept.
When you have a profit motive in mind and
somebody doesn’t meet your expectations,

Family ties
[from left):
Wojcicki sisters
Anne, Susan,
andJanetat
the California
Academy of
Sciencesin San
Francisco.

that profit motive becomes the most impor-
tant thing, and kindness disappears.

How do you define success?

I would define success as people who have a
place to live, a job, a passion of some kind,
food to eat, and relationships. No. 1 is positive
relationships. That is success as far as I'm con-
cerned. The community is so important. In
America we need that today more than ever.

Does technology help or hinder the implementa-
tion of TRICK values?

Technology is good because it empowers kids; it
gives them the opportunity to find information
themselves. The downside is we spread misbe-
havior. The question is how do we regulate that.
Do we want to hide [information]? Suicides in
high schools—if you cover the suicide and talk
about it, statistics [show] there’s an upsurge of
suicides that happen after. One thing we should
do is promote media literacy and media educa-
tion: how to use your phone ethically, how to
use technology for information. The only thing
we do now is confiscate kids’ phones, which is
ridiculous. They don’t learn anything; they just
learn that the phone is forbidden fruit. @
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ecoding -
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®
’ A REc ESSION IN JUNE, ECONOMISTS will mark the 10th anniversary of the end of the
Great Recession. But even as traumatic memories of that crisis recede,
IS WR ITTEN investors collectively have grown more jittery in anticipation of the
IN TH E ST ARS - next one. Market volatility has soared as relatively minor economie B
’ setbacks trigger frequent, dramatic selloffs. Over the past 12 months,
B I G LB Ss ES mutual-fund shareholders have pulled out about $100 billion more
. Do N'T H AVE TD from stock mutual funds and ETFs than they put in—a sign of mount-
ing unease among Main Street savers.
B E 2 H ERE ARE Ask the pros and they'll tell you that the caution underlying those
F ' v E N U M B E R s jitters is justified. Indeed, 77% of economists expect a recession by the
end of 2021, according to the National Bureau of Economic Research,
TO WATCH Tn with slowing corporate earnings in the U.S. and sluggish growth abroad
stacking the deck against the economy. Investors tend to forget, how-
s POT A BEAR ever, that not all recessions trigger market crashes. David Kelly, chief
M A R K E T B E F 0 R E global strategist at J.P. Morgan Asset Management, argues that the se-
vere impact of the past two recessions has conditioned us to expectthe g
'T EATS YO U R worst. “We often assume when we have a bear market, it’s going to be a
s AVI N G s grizzly bear,” says Kelly. “But it might just turn out to be a koala bear.”
7 That said, even koalas have teeth, and nobody wants to get bitten.
Here, Fortune’s writers take a look at five lesser-known economic
indicators that offer reliable clues about a future slowdown, along with
advice about how to react—without overreacting—to bears of any size.
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The Yield Curve

WHEN LOW RATES AUGUR BAD NEWS

® FOR FIVE DAYS in late March, the three-month Treasury bill paid
higher interest than the 10-year note—and cast a gloomy cloud
over many investors’ outlooks. The event was an example of the
one omen economists rely on more than any other to predict reces-
sions: an obscure-sounding metric called the inverted yield curve.
“Not only is it the most reliable, it's really the only one,” says Rick
Rieder, BlackRock’s chief investment officer of global fixed income.

The yield curve is the gap between interest payouts (“yields”) on
long-term government bonds—say, 10-year Treasuries—and yields
on their short-term counterparts, such as the two-year note or
three-month T-bill. Normally long-term bonds pay more, because
investors are willing to hold on to a bond for a decade only if
theyre compensated more for their patience and risk—so the curve
is positive. But occasionally, investors become convinced that inter-
est rates and stock returns will be so low in the future that they’re.
better off buying long-term bonds now, to lock in today’s yields
(even if they're relatively low) and own an asset that will be less
risky than the alternatives. They buy more, driving yields below
short-term rates; the yield curve goes negative, or “inverts”; and
economists and investors fear bearish times ahead.

It’s a phenomenon that has preceded the past nine recessions
since 1957, according to economic data from the Federal Reserve.
There’s just one big caveat: Flat or inverted curves have also gener-
ated at least three false alarms—most recently during the dotcom
boom times of 1998, when, after an inversion, the stock market
proceeded to rise 55% before it peaked. As Sam Stovall, chief in-
vestment strategist for CFRA, put it in a research note: “While all
trout are fish, not all fish are trout.”

There’s reason to think this latest fish is one to throw back. Kelly

A DANGEROUS DIP

Yield-curve “inversions,” in which the yields on short-term Treasuries
exceed those on long-term Treasuries, often precede recessions. In March,
one closely watched curve inverted for the first time in nearly 13 years.
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of J.P. Morgan notes that historically, the Fed
has to raise interest rates much higher than
they are today before the curve inverts. “You
need a bubble, you need excess, you need
above-average growth before we have a prob-
lem,” adds Andrew Slimmon, managing direc-
tor at Morgan Stanley Investment Manage-
ment. Other experts argue that the indicator
is no longer meaningful in the post-financial
crisis era, as unprecedented bond buying by
central banks has distorted bond spreads.
Still, when people tell Slimmon the pre-
dictor doesn’t apply anymore, he says, “My
response is, ‘Explain to me why, every time in
the past, this is consistent?’” One other trend
that anxious investors often miss: Even should
the yield curve invert again and stay inverted,
investors will still likely have at least a year
to adjust their portfolios before a recession
hits. Adjusting might mean rotating into less
highly valued stocks, keeping more in cash,
and scooping up shorter-term bonds while
their higher yields last. —Jen Wieczner

Auto Loans
AMERICA’S OTHER SUBPRIME PROBLEM

® U.S. AUTO SALES bounced back long ago from
their Great Recession lows, but car buyers
aren’t doing so well. At the end of 2018, more
than 7 million Americans were in “serious
delinquency;” or 90 days past due, on their
auto loan payments, according to the Fed-
eral Reserve Bank of New York. That total
represents an all-time high—and a further
spike could send troubling ripples through the
broader economy.

As the New York Fed noted, the numbers
indicate “not all Americans have benefited”
from a strong labor market. Borrowers be-
tween the ages of 18 and 29 had the highest
delinquency rate of any age group, in another
sign of how younger adults—often saddled
with student debt obligations that sap their
disposable income—are struggling to establish
themselves.

But cash-strapped borrowers aren’t the
only destabilizing factor. As big banks like
JPMorgan Chase and Wells Fargo have stepped
back from the sector, nonbank lenders that
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specialize in auto finance have filled the void.
Many of them are “not regulated as prudently

Isthe yield

as banks are,” according to Mayra Rodriguez CU!'VE d
Valladares, managing principal at financial reliable
consultancy MRV Associates, and “have been :
loosening their underwriting standards.” rene.ssmn?
As a result, there is more borrowing than rEdlcmr-
eve;—wil:]h ?1.27 trilliocr; in loans 01111tstl?m}:1]ing “Notonlyis
at the end of 2018 —and an unusually hig -
percentage of borrowers are risky. Some 22% it the most
of auto loans, and 50% of those underwritten mllahle,
by auto-finance companies, qualify as sub- it's rga"y

prime, according to the New York Fed. “We're th I
seeing loans where people are paying 29% in- e l?’" y
terest for a loan on a 10-year-old [used] car,” one,
says Eric Poe, COO of CURE Auto Insurance, Says one
based in Princeton, N.J. Wall Street has fueled :
this dynamic via its appetite for auto loan investor.
asset-backed securities, whose total outstand-
ing value reached a record $222.8 billion in
2018, according to the Securities Industry and
Financial Markets Association (SIFMA).
Overstretched young borrowers, loose
regulations, iffy loans “securitized” for inves-
tors. If that pattern gives you a queasy sense
of déja vu, you aren’t alone: Analysts agree
that the dynamics are similar to the subprime
mortgage lending boom that preceded the last
recession. The good news is that the auto loan
market is far smaller than the mortgage mar-
ket. (Subprime mortgages alone represented
around $1.3 trillion of the mortgage market in
2007—larger than the entire auto loan market
today.) And the effects of any crisis would

UNSAFEAT ANY SPEED

Americans are far more likely to owe money on their cars today than they
were a generation ago. They're also more likely to be in arrears on their
payments—a fact that could soon become a drag on the economy.
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be smaller too. Still, a spike in delinquen-

cies would likely be bad news for investors

in banks with auto loan exposure, for some
insurance companies, and, of course, for the
automakers themselves. Buckle up, and watch
the road. —Rey Mashayelkhi

China’s Consumers

FORGET GDP—KEEP AN EYE ON
RETAILERS AND TOURISTS

® OVER THE cOURSE of a single day this January,
Apple lost $74 billion in market capitalization,
after warning investors that spending in the
country it most relied on for growth—China—
was slowing. Investors in Ford Motor Co. and
Japanese electronics giant Panasonic endured
similarly ugly days soon after, for the same
reason, a reminder of how broad and bitter the
impact of a Chinese slowdown could be.

The question is how to forecast that
slowdown. The usual barometer of a nation’s
economic health, GDP, is widely seen as unreli-

TRACKING CHINA'S SHOPPING HABITS

Consumer spending, still a new phenomenon in
China, is beginning to slow by some measures.

YEAR-DVER-YEAR CHINA RETAIL SALES GROWTH
I YEAR-OVER-YEAR GROWTH IN PER CAPITA EXPENDITURE
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able in China. Local governments are rewarded for hitting growth
targets set by the central government and so self-report impressive
numbers; many commentators believe the central government also
smooths out the data. Chang-Tai Hsieh, an economics professor at
the University of Chicago, coauthored a paper earlier this year mak-
ing the case that China had overstated GDP by about 15% in 2016.

Even if the figures were reliable, GDP arguably can’t fully cap-
ture a rapidly changing ecosystem in which consumer spending is
overtaking heavy industry as an economic driver. “GDP doesn'’t tell
you if a project is good or bad, or if services are useful,” says Yukon
Huang, a senior fellow at the Carnegie Endowment and former
China director at the World Bank. “It just tells you what is being
produced—and it doesn’'t matter if it’s ghost cities or roads that
don’t go anywhere.”

For a more trustworthy indicator, many investors look at house-
hold expenditures and personal income data, published by China’s
National Bureau of Statistics (available on its website in Eng-
lish, as well as in news reports). Hsieh argues that those reports’
survey-driven methodology makes them harder to manipulate.
Professional investors, meanwhile, reinforce that information with
harder-to-find consumer data that’s completely outside the state’s
control. Andy Rothman, an investment strategist at mutual fund
firm Matthews Asia, cites import-export statistics and data on
Chinese tourism spending in Japan as examples.

What story are Chinese consumers telling the world right now?
It’s a cautiously upbeat one, and one that suggests they won't be the
trigger for the next recession. Income growth slowed in the fourth
quarter of 2018, to 6.5% year over year, its slowest pace since 2016.
Retail activity remains robust: In fact, consultancy eMarketer
expects Chinese retail spending to hit $5.6 trillion this year—
exceeding American retail spending for the first time ever. The
warning sign to watch for: Nicholas Lardy, senior fellow at the Pe-
terson Institute for International Economices, says investors should

BORROWED TIME

A surge in mortgage-related borrowing helped precipitate a crisis in
2007; some fear that a recent uptick in U.S. corporate debt could
soon do the same.
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worry if income growth lags China’s reported
GDP growth rate over multiple quarters.
That would be a signal to reduce exposure to
emerging markets, where business fortunes
rise and fall with China.—Lucinda Shen

Corporate Debt
HOW MUCH BORROWING IS TOO MUCH?

® EVEN IN 600D TIMES, servicing the interest on a
hefty debt load can hurt a company’s profitabil-
ity. In the face of a slowing economy or rising
interest rates, you get a double or triple wham-
my. All of which makes it sobering to realize
that global business debt now exceeds $66 tril-
lion, up from $29 trillion before the financial
crisis, according to consultancy McKinsey.

Total U.S. corporate debt remains near
its all-time high of 73.5% of GDP, at about
$15 trillion. Corporate bond debt hit $9.2 tril-
lion at 2018’ close, according to securities in-
dustry estimates. And although interest rates
have been low, much corporate debt repre-
sents higher-risk, more-expensive borrowing.
At the end of February, more than 20% of U.S.
corporate debt was rated in riskier junk cat-
egories, according to Fitch Ratings, and 46.7%
was classified BBB, one step above junk.

Some industries are swimming in more
debt than others. Patrick Finnegan, a se-
nior director at Fitch Ratings, identifies
health care, pharma, food and beverage, and
energy among the sectors that have built
up heavy leverage, with much of it going to
fund mergers and acquisitions. Leverage isn't
inherently bad, of course, if a company’s earn-
ings are strong enough. To figure out whether
a given company’s debt load is manageable,
MeKinsey partner Susan Lund recommends
checking whether its interest coverage ratio—
revenue divided by interest payments—is at
least 1.5. Lund estimates that 5% to 6% of
U.S. companies fail to clear that bar, while
as many as 25% of companies in emerging
markets fall short.

That latter figure is troubling because busi-
nesses in emerging markets, including China,
are particularly dependent on bank debt—that
is, loans. This debt is largely opaque—it’s not
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easy for investors to tell how much companies
have borrowed. And bank debt is more likely
to be “variable rate,” meaning that interest
payments on the loans go up if rates rise more
broadly in the market.

To reduce exposure to corporate debt if
rates spike, Tom Graff, head of fixed income
and a portfolio manager at Brown Advisory,
suggests steering clear of bond ETFs, whose
prices could get very volatile if investors
stampede out when interest rates rise. (Try
open-end mutual funds or direct bond buy-
ing instead.) And in both the bond and stock
markets, look for clean balance sheets: If a
company has a heavy debt load, now’s a good
time to walk on by. —Erik Sherman

Corporate Profits

AS WORKERS GET MORE,
SHAREHOLDERS COULD GET LESS

® FOR DECADES, it's been one of Warren Buffett’s
guiding principles: When corporate profits
swell to a disproportionately large share of
GDP, the Omaha sage has cautioned, the
competitive nature of capitalism exercises

a gravitational force that pulls them back to
historical norms. Profitability shrinks, and
stock returns become sluggish, or worse.

If that principle holds true, investors could
be facing a rough ride. By some measures,
Buffett’s gravitational shift is already under-
way. U.S. earnings peaked at 11% of GDP in
2012, but in the fourth quarter of 2018, they
still accounted for 9.3%, or 2.6 percentage
points higher than the 60-year average (see
chart), suggesting they have further to fall.
Analysts polled by FactSet forecast a year-
over-year decline in earnings per share for the
S&P 500 of 4.2% in the first quarter, and zero
growth in the second.

The change reflects a tipping of the balance
back toward labor. Since 2000, the share of
GDP going to salaries, wages, and bonuses has
dropped from 46% to 43%; lately, that trend
is reversing. “America now has 7 million job
openings, more than one for every unemployed
worker,” says Ryan Sweet of Moody’s Analytics.
That tightening labor market and the increased

“GOP rates at which workers are leaving jobs for
new ones are why wages are growing at 3.1%,

dﬂesn't_ twice the pace of 2010. Ordinarily, these trends

tE“ yl]u |f would continue pressuring profits, and sup-

a prﬂje['.t pressing share prices, across the economy.

. But there’s one investor who thinks we may

IS Eﬂﬂd or have entered a new normal that could sustain

had’ orif higher profitability for a long time—and

SEWiEBS that investor, surprisingly enough, is Warren
. Buffett. At the 2018 annual investor meeting

dlé usefllL for Berkshire Hathaway, Buffett acknowl-

says one edged that the Internet, social media, and

China data revolutions have spawned an “asset-light
economy,” driven by tech giants that generate
expert. floods of profits from mere trickles of capital.
Amazon, Apple, Google parent Alphabet,
Facebook, and Mierosoft dominate their in-
dustries, and their powerful brands and enor-
mous scale swell their revenues per customer
and lower their costs of attracting new ones.
It’s not coincidental that those five companies
now account for 12% of the S&P 500’s profits.
While they, too, face rising labor costs, they
don’t need nearly as much labor (or plants, or
inventories) to generate hefty sales.
The takeaway: The profitability of the
tech titans will decline more gradually than
margins in other industries, which should help
their stocks outperform too. Overall U.S. stock
returns will likely be lower than what investors
have grown used to. But if workers pocketing
higher wages are a reason for that slowdown,
that will be a silver lining. —Shawn Tully

DECLINING SHARE, DECLINING SHARES?

Corporate profits have been sinking as a share of GDP. Some analysts fear
that stocks will follow suit.
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INMOST INDUSTRIAL NATIONS, the average number of childbirths per woman has
fallen below 2.1—the “replacement rate” at which population growth levels
off. That may be good for a resource-strained planet. But for businesses and
governments, it's alooming challenge. One impact of declining fertility—a
sinking ratio of working-age people to retirees—is already eroding social safety
netsinthe U.S., Europe, and Japan. Falling birth rates also threaten consumer-
facing industries whose growth depends on ever-expanding pools of custom-
ers. To address the problem, we'll need big gains in productivity and better
immigration policy. Those solutions are anything but child’s play. ~MATTHEIMER
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