
A U.S. survey estimates that
about a fifth of the world’s un-
discovered, recoverable oil and
natural-gas reserves are in an
area north of the Arctic Circle.
The finding may trigger territo-
rial disputes over who controls
the vast resources. Page 1

n Euro-zone factory orders fell
4.4% in May, the biggest drop in
five years. Growth in French con-
sumer spending on manufactured
goods slowed in June. Page 8
n Germany’s borrowing costs
are rising as investors worry
about the economy. Merkel ex-
pects a slowdown. Page 19

n The U.S. economy slowed in
June and early July, while price
pressures were elevated, ac-
cording to a Fed report. Page 2

n Shares in Volkswagen, Peu-
geot-Citroën and Fiat rallied af-
ter the auto makers posted
strong earnings. Page 3
n GM lost ground to Toyota,
reporting a 5% drop in quar-
terly global sales, while its Japa-
nese rival had a 2% gain. Page 3

n Pernod will release sales fig-
ures Thursday and plans to
spend the next few years nurtur-
ing labels it already owns. Page 4

n GlaxoSmithKline posted a
3% drop in earnings and an-
nounced an alliance with a
South African company. Page 4

n ConocoPhillips reported
earnings of $5.44 billion as
well as rising costs and weak
refining, which might also hit
other oil companies. Page 5

n European markets rallied as
auto and bank shares gained.
U.S. blue chips edged higher on
mixed profit news. Page 18

n Boeing reported a 19% drop
in second-quarter net amid
charges related to surveillance-
jet-program delays. Page 6

n Vodafone launched a $2 billion
share-buyback program in a bid
to boost its stock price. Page 6

n Western investment banks
are rushing to the Persian Gulf,
but business was disappointing
in the first half. Page 17

EU suspends
aid payments
to Bulgaria

The EU suspended about $800
million in aid payments to Bul-
garia, criticizing its efforts to
crack down on corruption and
organized crime. The actions
reflect concerns that Bulgaria’s
troubles could damage already
weakening support inside the
EU for further expansion. Page 1

n Half of all U.S. voters say they
are focused on feelings and atti-
tudes toward Sen. Obama as
they decide who should be pres-
ident, while only a quarter say
the same of Sen. McCain. Page 1
n Obama vowed to preserve
America’s close ties with Israel,
in a visit to the Holy Land where
he also promised to push vigor-
ously for a Palestinian state.

n The EU threatened U.S. diplo-
mats with new visa restrictions
in retaliation for Washington’s
slowness in lifting visa require-
ments for 12 EU nations.

n U.S. leaders have reached a
compromise on a package that
would permit the government
to bolster mortgage lenders
Fannie Mae and Freddie Mac
and allow the government to
insure up to $300 billion in refi-
nanced mortgages. Page 10

n Britain’s Brown is fighting to
retain a Parliament seat that
should be a sure thing. Page 8

n Ahmadinejad said U.S. partic-
ipation in nuclear talks is a step
toward recognizing Iran’s right
to acquire nuclear technology.

n Iraq’s presidential council re-
jected a draft provincial-elections
law, dealing a blow to U.S. hopes
for a vote this year.

n China will set aside space in
three Beijing parks for protests
during the Olympic Games, but
it isn’t clear how much freedom
demonstrators will have. Page 10

n Hurricane Dolly swept into
Texas, dropping heavy rain and
raising the risk of levee breaches
that could swamp thousands of
residents. WSJ.com

n A South African official said
Zimbabwe’s power-sharing talks
were under way, but Zimbabwe’s
justice minister was quoted say-
ing they were to start Thursday.

n Police rounded up 26 people
in Turkey amid an investigation
into an alleged plot to topple
the Islamist-rooted government.

Arctic energy trove tallied
but will be hard to access

U.S. campaign shapes up
as referendum on Obama
Voters’ comfort level
wavers in new poll;
openings for McCain

Editorial&Opinion

By Guy Chazan

The Arctic contains just over a
fifth of the world’s undiscovered, re-
coverable oil and natural-gas re-
sources, according to a review re-
leased Wednesday, confirming its
potential as Big Oil’s final frontier.

A report by the U.S. Geological
Survey found that the area north of
the Arctic Circle has an estimated
1,670 trillion cubic feet of natural
gas—nearly two-thirds the proved
gas reserves of the entire Middle
East—and 90 billion barrels of oil.

The report, the culmination of
four years of study, is one of the
most ambitious attempts to assess
the Arctic’s petroleum potential.
One of its main findings is that natu-
ral gas is three times more abundant
than oil in the Arctic, and most of
that gas is concentrated in Russia.

The survey reflects growing in-
terest in an area once off-limits to
oil exploration that has become
more accessible as global warming
reduces the polar icecap, opening
valuable new shipping routes, oil
fields and mineral deposits.

But any attempt to create an Arc-
tic drilling frenzy will likely meet
strong resistance from environmental-
ists worried about the impact on what
is still a near-pristine wilderness. And
it could trigger a flurry of territorial
disputes over who controls the oil and
gas under the Arctic seabed.

The USGS report, which brings
together disparate data held by indi-
vidual countries as well as new infor-
mation from geologists working in
the field, is the first time anyone has

produced a comprehensive, publicly
available estimate of the Arctic’s hy-
drocarbon treasures.

Its conclusions will be read
closely at a time when concerns
about future supply have driven up
crude prices. But scientists cau-
tioned that it will take decades to de-
velop the Arctic’s hard-to-get-at oil
and natural gas.

“It will not ratchet up global pro-
duction like a new Saudi Arabia,”
said Donald Lee Gautier, a USGS ge-
ologist who played a key role in the
survey, known as the Circum-Arctic
Resource Appraisal. “These are addi-
tions that will come over time.”

Exploration in the area north of
the Arctic Circle has already un-
earthed more than 400 oil and gas
fields. They account for about 40 bil-
lion barrels of oil and more than
1,100 trillion cubic feet of gas, the
USGS said.

But large parts of the Arctic, es-
pecially offshore, remain unex-
plored: the presence of near-perma-
nent sea ice makes it almost impossi-
ble to acquire seismic data and drill
exploratory wells.

Climate change is opening the re-
gion. The Northwest Passage, home
to deadly ice floes that can crush
ships, was ice-free last summer.
Some predict it will turn into a new
trade route between Europe and
Asia, and a channel that oil compa-
nies can use to ferry workers, equip-
ment and supplies around more
freely.

Enticed by the promise of vast de-
posits, energy companies are flock-
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Money doesn’t smell
Banning French luxury
perfume from eBay ignores the
reality of e-commerce. Page 12
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Arctic findings
U.S. Geological Survey’s assessment of the 
probablility of the presence of at least one 
significant accumulation of oil or gas

France’s Rhodia cashes in
on U.N. warming program
NEWS IN DEPTH | PAGES 14-15

China’s antitrust rules
still fluid amid criticism
MONEY & INVESTING | PAGE 17

By Marc Champion

BRUSSELS—The European
Union suspended about half a bil-
lion euros in aid payments to Bul-
garia and criticized its efforts to
crack down on endemic corruption
and organized crime, in one of the
toughest assessments the bloc has
made of one of its member states.

The criticisms, delivered
Wednesday in two reports, reflect
concerns in the EU that Bulgaria’s
troubles could damage already
weakening support inside the bloc
for further EU expansion to include
countries such as Serbia, Turkey or
Ukraine, and hurt the credibility of
the bloc as a whole, officials say.

“The fight against high-level cor-
ruption and organized crime is not
producing enough results,” said the
main report, which measured Bulgar-
ia’s progress on commitments it
made before joining the EU in Janu-
ary 2007. The report cited continu-
ing cases of contract killings of politi-
cians and businessmen that go un-
solved, a failure to confiscate any sig-
nificant criminal assets, and vote
buying in two sets of recent local elec-
tions that have gone uninvestigated.

Failure to use aid effectively,
Please turn to page 31

By Gerald F. Seib

And Laura Meckler

WASHINGTON—Midway through
the election year, the presidential
campaign looks less like a race be-
tween two candidates than a referen-
dum on one of them—Barack Obama.

With the nominations of both
parties settled for more than a
month, the key question in the con-
test isn’t over any single issue being
debated between the Democrats’
Sen. Obama or the Republicans’
Sen. John McCain. The question fo-
cuses on the Democratic candidate
himself: Can Americans get comfort-
able with the background and expe-
rience level of Sen. Obama?

As a result, the campaign today
is much more about the Democratic
nominee than about his Republican
opponent, a reality reflected in the
blanket news coverage of Sen.
Obama’s current tour of the Middle
East and Europe.

These trends are underscored in
a new Wall Street Journal/NBC
News poll. The new survey’s most
striking finding: Fully half of all vot-
ers say they are focused on their feel-
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Exxon pressured by China

U.S. campaign shapes up as a referendum on Obama
ings and attitudes toward Sen.
Obama as they decide how they will
vote, while only a quarter say they
will base their choice on their feel-
ings about Sen. McCain.

The challenge that presents for
Sen. Obama is illustrated by a sec-
ond question. When voters were
asked whether they were comfort-
able with the background and val-
ues of the two candidates, 58% said
they were comfortable with Sen.
McCain on that account, while just
47% said the same of Sen. Obama.
More than four in 10 said the Demo-
cratic contender doesn’t have the
values and background that they
can identify with.

Those findings may say as much
about the shape of the rest of the
campaign as voters’ current prefer-
ences. On that question, 47% say
they prefer Sen. Obama to win,
while 41% say Sen. McCain, the
same lead Sen. Obama enjoyed a
month ago. The margin of error is
plus or minus 3.1 percentage
points.

This unusual dynamic carries op-
portunities and perils for both candi-
dates. It appears to be the result of
an anxious nation now sizing up an
unconventional candidate who pre-
sents himself as the agent for
change. The campaign thus paral-
lels in some ways the 1980 race,
when voters seemed ready for a
change away from Jimmy Carter
and the Democrats, but weren’t per-
suaded until late in the race that
they could be comfortable with a
former actor and unabashed conser-
vative, Ronald Reagan, as com-
mander in chief.

“Voters want to answer a simple
question: Is Barack Obama safe?”
says pollster Peter Hart, a Democrat
who conducts the Wall Street Jour-
nal/NBC News poll along with Re-
publican Neil Newhouse.

If the answer is yes, then Sen.
Obama stands to benefit from a fa-
vorable environment for Demo-
crats. If no, Sen. McCain is seen by a
wide swath of Americans as a safe,
well-qualified potential com-
mander in chief.

Sen. Obama is in the odd position
of having unusually passionate sup-
port among voters who are for him—
his voters are three times as likely
to say they are excited about their
choice as are Sen. McCain’s—while
the Democrat is failing so far to win
over other Democratic-leaning vot-
ers who could be expected to be on
his side. A higher share of voters say
they want a Democrat in general to
sit in the White House than say they
want Sen. Obama specifically.

That reading suggests how much
potential there is for the Obama
lead to grow—as well as how tenu-
ous that lead still could prove to be.

“This is not Obama’s race to lose.
It’s his to win,” says Mr. Newhouse,
the Republican pollster. “Voters
have a sense they know what
they’re going to get if they elect
John McCain, but an uncertainty
about Barack Obama that they are
trying to sort through.”

Of course, Sen. Obama benefits
overall from a climate of economic
anxiety that works against Republi-
cans, who tend to take the blame for
economic woes because they have
controlled the White House for the
past seven years. The survey finds
that a substantial 74% of voters said
the country is off on the wrong
track, the largest share to voice that
view in the two-decade history of
the poll. That number usually is a re-
flection of economic jitters.

Moreover, nearly a quarter of
those surveyed said they are
“barely getting by economically.”
Energy, including gasoline and util-
ity costs, ranks as the economic is-
sue that voters said most affects
them personally. The problem for
Republicans—and the advantage
for Sen. Obama—is that voters also
said, by substantial margins, that
Democrats would do a better job
handling both the economy overall
and energy in particular. Voters also
are more than twice as likely to say
Sen. Obama offers hope, optimism
and compassion than say the same
about Sen. McCain.

Both the excitement and the un-
certainties about the Obama cam-
paign flow from the same source:
his unusual personal profile. Not
only is he the first African-Ameri-
can to win a major party’s nomina-
tion. He also was raised by a single
white mother, spent his formative
years in Hawaii and Indonesia, got
an Ivy League law degree, has been
in the Senate for less than four

years, attended a controversial Afri-
can-American church, and is mar-
ried to a strong professional woman
who has stirred up some contro-
versy herself.

Interviews with voters suggest
that while many looking for change
in the White House are excited by
that profile, others will need time to
digest it—and some may never do
so.

Patti Carr, 59 years old, of Collier-
ville, Tenn., outside Memphis, voted
for Democrats Bill Clinton, Al Gore
and John Kerry. But she isn’t yet
sold on Barack Obama. His experi-
ence is giving her pause.

“I see Obama as a very nice per-
son, but I don’t believe he has the ex-
perience at this time to be presi-
dent,” she says. “He’s new, he’s
young and he still has a lot to learn, I
believe.” She leans for now toward
Sen. McCain, but is open to persua-
sion.

Riki Frank, 44, a graphic artist
and stay-at-home dad from Auburn,
Wash., leans toward Sen. Obama,
but hesitates because of his per-
sonal background.

“I’m a white-bread American. I
was raised in Iowa. I got the Mid-
western work ethic,” says Mr.
Frank. “He’s a black man. His
name—is unique. It’s definitely not
a Catholic name. He’s kind of way off
the pattern of the norm of what I
grew up with. That’s not necessarily
a bad thing. Just because I can’t re-
late to the person doesn’t mean it’s
a bad thing.”

The two presidential campaigns
know this is the dynamic, and their
strategies show how they are re-
sponding.

From the Obama campaign’s
point of view, the yearning of voters
to come to terms with their candi-
date represents an opportunity to
paint a full portrait. “We still have
at this late date in the campaign a
lot of voters who don’t know a lot
about Obama in terms of his values
and background,” says David Pl-
ouffe, the Obama campaign man-
ager. “There are a lot of people who
are going to play a pivotal role in the
election who don’t know he was
raised by a single mom, and whose
grandparents were from Kansas,
not of great means, who struggled fi-
nancially…I think sometimes people
think he’s led some kind of charmed
existence, and nothing could be fur-
ther from the truth.” Mr. Plouffe con-
tended that the opening to explain
the Obama background is “all up-
side” for his campaign.

The danger for the Obama cam-
paign is that a lot of the blank
spaces in average Americans’ under-
standing could be filled in by rumor,
innuendo or misinformation—the
kind that holds, incorrectly, that
he’s a Muslim rather than a Chris-
tian, or that he refuses to salute the
American flag.

That challenge is reflected in the
views of Beth Brotherton, 43, of Tay-
lorville, Ill., an attorney now staying
home to care for her four children.
She leans Democratic, but is uncom-
fortable with Sen. Obama. “I don’t
want to find out after he’s elected
that he’s got some kind of Islamic
connection. I don’t think that’s true,
but you never know,” she said.

The Obama campaign, recogniz-
ing the need, is trying to fill in those
blank spots with a heavy dose of TV
ads that stress the Obama biogra-
phy. It is also holding what Mr. Pl-
ouffe calls “a lot of very elemental
events” in key states designed to in-
troduce voters there to the basic
Obama campaign themes and
stances on issues.

The effort is encapsulated in one

of the first TV ads the Obama cam-
paign produced after he sewed up
the Democratic nomination last
month. It is a simple concept: Sen.
Obama, minus a necktie, talking
straight into the camera: “America
is a country of strong families and
strong values,” he says. “My life’s
been blessed by both. I was raised
by a single mom and my grandpar-
ents. We didn’t have much money,
but they taught me values straight
from the Kansas heartland where
they grew up.”

Lest anybody miss the message
that the candidate embraces middle-
American values, the word is re-
peated at the end of the ad: “I’ll
never forget those values.”

The McCain campaign is work-
ing each day to nurture doubts abut
Sen. Obama. One of the campaign’s
overriding themes is that Sen.
Obama’s election would represent
too big a risk for voters to take. The
new Journal/NBC poll provides sup-
port for that strategy: It finds that
by a 55% to 35% margin, voters are
more likely to say Sen. Obama
would be the riskier choice. By 2-1,
voters chose Sen. McCain when
asked which candidate would be a
better commander in chief and who
has better knowledge and experi-
ence to handle being president.

On Iraq, Sen. McCain regularly
accuses his rival of being irresponsi-
ble and naive. On domestic issues,
he paints Sen. Obama as a liberal
who will raise taxes—too risky, he
says, to trust with your wallet.

On both fronts, the campaign ar-
gues that Sen. Obama’s views are
opaque, and voters don’t know what
they would get with an Obama
White House. A TV ad released last
week paints Sen. Obama as a flip-
flopper on Iraq, now waffling on his
promise to bring home the troops in
16 months. “Positions that helped
him win his nomination now Obama
is changing to help himself become
president,” the narrator says. Last
week, the campaign released a “doc-
umentary” that purported to show
Sen. Obama’s changing views on the
war.

“People don’t know what he re-
ally believes, which makes him a big
question mark,” said McCain com-
munications adviser Matt Mc-
Donald. “He’s an unknown, and
that’s a liability.”

Campaign 2008 bears some strik-
ing similarities to the 1980 cam-
paign, when—as now—the resident
of the White House was unpopular
and his party was suffering. The
question was whether the opposi-
tion party had nominated a candi-
date who would be seen as safe or
too far out of the mainstream.

In 1980, of course, President
Carter was standing for re-election
himself, while in 2008 President
George W. Bush is attempting to
pass the baton to Sen. McCain. But
the questions about the opposing
party’s candidate, Mr. Reagan, were
similar to those now being posed
about Sen. Obama. Mr. Reagan, a
former California governor who had
spent no time serving in Washing-
ton, was seen as light on experience
and lacking in foreign-policy gravi-
tas. Some in the political establish-
ment considered his strong conser-
vative philosophies and staunch
anti-Soviet rhetoric to be too ex-
treme for mainstream America.

The doubts about Mr. Reagan lin-
gered until he acquitted himself
well in a single nationally televised
debate against Mr. Carter, just one
week before the election. Ulti-
mately, Mr. Reagan won the election
going away.

One great question that hangs

over this year’s election wasn’t an is-
sue in 1980: How much voter uncer-
tainty about Sen. Obama’s back-
ground involves his race. It’s an ex-
plicit factor for some voters.

“I just don’t think we’re ready for
a black president,” says Donna
Bender, 62, of Oshkosh, Wis., a re-
tired credit clerk and registered
Democrat. “I’m prejudiced.”

In the new Journal/NBC survey,
only a small fraction of voters say
race is a dominant factor in their
choice, though the findings suggest
that fraction may be inching higher.
Among voters overall, 10% said race
is the single most important factor,
up from 6% a month ago.

Among white voters surveyed,
8% said race is the most important
factor, up from 5% a month ago.
Among African-Americans, who
overwhelmingly support Sen.
Obama, 20% said race is the single
most important factor.

The poll also suggests that
Michelle Obama may be growing as
a political factor for her husband:
31% now report negative feelings
about her, almost matching the 34%
who have positive feelings.

Overall, though, the survey sug-
gests that questions about Sen.
Obama’s relatively short resume
may be more important than any
other issue in his background.

When voters were asked for
their views about various criticisms
that have been expressed about Sen.
Obama, the largest share—a third of
voters overall—said they were most
concerned that he might be “too in-
experienced and not ready to be
president.”

The Obama campaign’s hope is
that voters will continue to see the
need for change in Washington as
greater than the need for somebody
with long experience in Washington.

That hope is embodied in Robert
Benedict, 71, a Democrat in Erin, N.Y.
He says Sen. Obama is “inexperi-
enced,” but adds: “On the other hand,
maybe that’s what we need. Maybe
we need somebody who’s not the sta-
tus quo politician of Washington.”

Continued from first page

FROM PAGE ONE

Source: WSJ/NBC News telephone poll of 
1,074 voters conducted July 18-21; margin 
of error: +/- 3.1 percentage points

A focus on Obama
Q: Do you find yourself focusing
more on what kind of president
you think Obama would be or on 
what kind of president McCain 
would be?

51% Obama

16% Both

6%
Not 
sure

McCain 27%

By Yee Kai Pin

Exercising its growing heft over
the oil and gas industry, China is
pressuring Exxon Mobil Corp. and
Vietnam over a small project in the
South China Sea.

A Chinese foreign ministry
spokesman said Tuesday that China
maintains its “sovereignty and juris-
diction” over the South China Sea.
“The Chinese side has stated its posi-
tion to relevant parties involved in
the deal,” he added. The statement
came in response to questions
about whether Beijing had threat-
ened Exxon’s interests in China as a

result of the project.
Exxon, of Irving, Texas, declined

to comment on China’s stance. A
spokesman said the company is eval-
uating several possible exploration
projects offshore of Vietnam and
has been working with state-con-
trolled Vietnam Oil & Gas Corp.,
also known as PetroVietnam. How-
ever, he said Exxon hasn’t signed
any contracts for exploration in Viet-
namese waters.

China joins other nations includ-
ing Russia and Venezuela that are
seeking greater sway over natural
resources, often at the expense of
Western oil companies.
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CORRECTIONS &
AMPLIFICATIONS

The question of whether or not
ethanol concentrations of more
than 10% in gasoline could corrode
engine parts in most vehicles, ex-
cluding specially modified flex-fuel
vehicles, isn’t settled. While the Alli-
ance of Automobile Manufacturers
believes that corrosion could occur,
the U.S. Environmental Protection
Agency hasn’t been asked to ad-
dress the question of higher concen-
trations for non-flex-fuel vehicles. A
July 17 correction incorrectly im-
plied that the question is settled.

Palestinian President Mahmoud Abbas, right, and presumptive U.S. Democratic
presidential candidate Sen. Barack Obama meet in Ramallah on Wednesday.
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By Jeff Bater

WASHINGTON—The U.S. econ-
omy slowed in June and early July,
while price pressures were ele-
vated, with some manufacturers
planning to charge more for goods,
a Federal Reserve report said.

The Fed’s summary of economic
activity, known as the beige book,
was released Wednesday. It was
compiled by the Kansas City Fed
and based on information collected
through July 14. The report comes
out about every seven weeks.

“Reports from the 12 Federal Re-
serve districts suggest that the pace
of economic activity slowed some-
what since the last report,” the
beige book said.

All districts characterized over-
all price pressures as elevated or ris-
ing. input prices continued increas-
ing, particularly for fuel, other petro-
leum-based materials, metals, food
and chemicals, the beige book said.

“Many districts reported on man-
ufacturers’ plans to raise selling
prices as a result of higher input
prices, with several commenting on
fears of a corresponding decrease in
customer demand and overall sales
volume,” the beige book said.

Several companies in the Phila-
delphia district indicated sluggish
demand has made it difficult to
raise prices.

One producer in the Richmond
district indicated that his company
would try to pass along price in-
creases to customers but that it
might not be enough to offset cost
increases.

Atlanta district businesses were
hesitant to pass through increases
because of a reduction in discretion-
ary consumer spending.

Spending by consumers was re-
ported as sluggish or slowing in
nearly all districts, but tax-rebate
checks boosted sales for some items.

Tourism was mixed.
Manufacturing activity declined

in many districts but demand for ex-
ports remained generally high.

Residential-real-estate markets
fell or were still weak across most of
the country. Commercial real estate
also slowed or remained sluggish in
most districts.

In banking, loan growth was gen-
erally reported to be restrained,
with residential-real-estate lending
and consumer lending showing
more weakness than commercial
lending.

Agricultural conditions were re-
ported as mixed. The energy sector
kept getting stronger.

Despite elevated price pres-
sures, retail-price inflation varied
across the nation, with some dis-
tricts reporting increases but oth-
ers noting some stability, the Beige
Book said.

Wage pressures were generally
limited in most districts, as labor-

market demand was soft, the Beige
Book said.

Fed policy makers are next sched-
uled to meet Aug. 5. Uncertainty
over the economy and inflation sug-
gests to analysts that the central
bank will again leave interest rates
unchanged. At their June 24-25
meeting, the Fed policy makers
stood pat, seeing upside risks to in-
flation and downside risks to the
economy.

U.S. economy is slowing
amid pricing pressures

By Jay Solomon

SDEROT, Israel—Seeking to woo Is-
rael and Jewish-American voters,
Democratic presidential candidate
Barack Obama took a hawkish line on
Tehran’s nuclear program during a
visit here.

The Democratic senator said that
if elected president, he would “take no
options off the table” in confronting
the Iranian threat.

Sen. Obama’s tour of Israel comes
amid mounting fears in the Israeli gov-
ernment that Tehran could master
the nuclear-fuel cycle in less then two
years, an estimate more aggressive
than Washington’s. Jewish-American
voters, meanwhile, have indicated in
recent months that the containment
of Iran’s nuclear program is among
their most-important electoral issues.

During meetings with Israeli lead-
ers Wednesday, Sen. Obama again
stressedthathispreferenceistousedi-
rect,high-level diplomacyto persuade
Iran to freeze its nuclear activities. He
welcomed the Bush administration’s
recent decision to send its No. 3 diplo-
mat to directly engage Iran’s chief nu-
clear negotiator earlier this month.

But Sen. Obama also struck a
tough note on Tehran, saying an Iran
with atomic weapons was a “game-
changing event” that the West
couldn’t accept. His rhetoric con-
trasted with the more-conciliatory
line he has struck toward the Middle
East during most his weeklong trip to
the region, particularly on the issue of
Iraq. “A nuclear Iran would pose a
grave threat, and the world must pre-
vent Iran from obtaining a nuclear
weapon,” Sen. Obama told reporters

in the city of Sderot, which has been
hit by a stream of rockets from the
Gaza Strip in recent months.

Israel alleges that Tehran has been
supplying the militant group Hamas
with many of the munitions it uses to
attack Sderot and other Israeli cities.

Many Israeli officials fear Tehran
may be seeking to wait out the Bush
administration, on the belief that it
might get a better deal from the next
U.S. administration.

Israeli leaders, such as the conser-
vative opposition leader, Benjamin
Netanyahu, praised Sen. Obama’s
evolving stance on Tehran Wednes-
day.“The senator and I agreedthat the
primacy of preventing Iran from be-
coming a nuclear power is clear, and
thisshould guide ourmutualpolicies,”
Mr. Netanyahu said in a statement.

Sen.Obamaseemedtoconfrontthe
Iran question on virtually every stop
during his day-long tour of the Jewish
state Wednesday. At Yad Vashem, the

Holocaust memorial in Jerusalem, Is-
raelijournalistsquizzedSen.Obamaon
what he would do “to prevent a second
Holocaust.”Onereferredtowhathede-
scribedasthethreatposedtoIsrael’sex-
istence by Iran’s nuclear program.

In Sderot, the Israeli government
lined up the remains of Katyusha and
Qassam rockets that have struck the
city from the Gaza Strip. Foreign Min-
ister Tzipi Livni told reporters that
Iran was a central player in supplying
some of these munitions to Hamas
and other militant groups.

Sen. Obama also traveled to the
West Bank city of Ramallah and met
with Palestinian Authority President
Mahmoud Abbas and Prime Minister
Salam Fayaad. The two sides dis-
cussed the peace process and eco-
nomic development, and the senator
pledged to be engaged on these issues
from his “first day” in office.
 —Cam Simpson in Jerusalem

contributed to this article.

Obama gets tough on Iran
Senator, in Israel,
takes hawkish line
on nuclear program
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Arctic oil, gas riches detailed

By Laura Meckler

And Elizabeth Holmes

As his campaign bus rolled
through the U.S. recently, Sen. John
McCain interrupted a conversation
to take a cellphone call. It was “Sgt.
Schmidt,” he reported—his nick-
name for Steve Schmidt, the sharp-
tongued strategist he recently
drafted to take over the campaign.

During the past few weeks, Sen.
McCain, the likely Republican Party
nominee, has largely put his fate in
the hands of Mr. Schmidt, who met
with the candidate after a widely rid-
iculed campaign event on June
3—the same night Sen. Barack
Obama clinched the Democratic
nomination and the general election
effectively began. The campaign had
to get its act together, the adviser
said. The result: Mr. Schmidt was
handed day-to-day authority.

Mr. Schmidt specializes in the
combat that dominates today’s polit-
ical culture—the minute-by-minute,
talking point-vs.-talking point bat-
tles that fill a 24-hour news cycle.
His formula: a tightly controlled
message delivered repeatedly and
with almost military-like precision.

This week presents just the latest
in a string of challenges. With Sen.
Obama on a high-profile trip that in-

cludes Iraq, Afghanistan, Israel and
Europe, Mr. Schmidt had to devise
counterprogramming that would at
least keep Sen. McCain in the mix.

His answer so far: National-secu-
rity comments aimed at getting Sen.
McCain into the Obama coverage,
and a provocative television ad that
directly tries to pin the blame on
Sen. Obama for today’s high gasoline
prices on the grounds that he op-
poses increasing offshore drilling.
The campaign also blasted out a Web
video criticizing press attention to
Sen. Obama’s trip. “The media is in
LOVE with Obama,” the Web site
says, displaying a mock valentine.

Some of Mr. Schmidt’s campaign
changes are easily visible: Sen.
McCain now speaks in the round, sur-
rounded by voters, not staid back-
drops like in the June 3 event, when
an ugly green banner got unwanted
attention. But most critical has been
shaping a clear, concise message to
hammer each day.

Above all, Mr. Schmidt argues
that a campaign needs one positive
message about its own candidate,

and one negative message about the
opponent. Sen. Obama has that: He’s
for change, while Sen. McCain repre-
sents more of the same. Sen. McCain
long didn’t have a strong, simple
message of his own.

Now, Mr. Schmidt has settled on
this formula: Sen. Obama represents
a big risk, while Sen. McCain rises
above partisanship to put country
first.

Sen. Obama, too, has a highly dis-
ciplined message operation, run by
strategists David Axelrod and Rob-
ert Gibbs. It’s an art that has been
honed over the past several presi-
dential elections, since Bill Clinton
strategist James Carville hung a
sign in campaign headquarters: “It’s
the economy, stupid.” Eight years
later, Karl Rove delivered George W.
Bush as a “compassionate conserva-
tive,” and in 2004, as the man who
could protect the U.S. from another
terrorist attack.

At 37 years old, Mr. Schmidt is al-
ready a veteran operative. He sharp-
ened his skills running Mr. Bush’s
2004 campaign war room and man-
aging California Gov. Arnold
Schwarzenegger’s re-election cam-
paign two years later.

Those who have worked with
him before say the McCain cam-
paign should steel itself. “The nos-
trils would flare, he would get very
red-faced and angry, and you would
just want to quit,” Kevin Madden, a
Bush war-room colleague, says. He
also says he always learned some-
thing from Mr. Schmidt: “It was the
learning part that would always
make you forget the part where you
basically wanted to crash a chair
over his head.”

Mr. Schmidt’s intense approach
matches the man. Two colleagues
say that when Mr. Schmidt gets re-
ally angry, his nose bleeds, though
Mr. Schmidt denies it. Sometimes he
stares at a questioner for several mo-
ments while forming a response.
Then words stream out of his mouth
at a steady clip.

“Our goal is perfection; we will
never achieve it. Our standard will
be excellence; we will meet it every
day,” he told some 300 McCain staff-
ers in a pep talk on July 2, the day his
promotion was announced.

His task isn’t easy in a year when
the electorate appears prepared to
vote Democratic. Polls give Mr. Bush
and the Republican Party low ap-
proval ratings, and voters repeatedly
tell pollsters they want change. Sen.
McCain secured his party’s nomina-
tion four months before Sen. Obama
clinched his, but Republican activists
including Mr. Schmidt fear a string of
miscalculations may have cut into

that head start. Mr. Schmidt, with
the candidate since the start, says he
accepts his share of the blame.

Sen. McCain’s effort to separate
himself from the unpopular Mr.
Bush was hurt, for instance, when he
delivered a speech promoting off-
shore oil drilling a day before Mr.
Bush trumpeted the same message.
Partly because of fund-raising obli-
gations, many of his public events
were starting too late in the day,
missing the start of the cable news
cycle. And campaign manager Rick
Davis, who succeeded at keeping the
campaign going on a shoestring
through the primaries to win the
nomination, became overwhelmed
as the staff, responsibilities and scru-
tiny grew. Mr. Davis declined to re-
spond to a request for comment.

Mr. Schmidt says the problems
crystallized for him on June 3, the
night Sen. Obama clinched the Dem-
ocratic nomination. The Democratic
senator gave a soaring address to
17,000 people. Sen. McCain deliv-
ered what many considered to be a
lackluster speech with just 600 peo-
ple in a hall.

Mr. Schmidt spent much of the
evening pacing the parking lot out-
side the McCain event. He was apo-
plectic at what he saw as a failure of
the campaign: No one was account-
able for how events played to a na-
tional TV audience, he believed. If
the campaign couldn’t get one criti-
cal event done right, he wondered,
how could it manage things like voter
turnout in Cuyahoga County, Ohio?

Soon after, Mr. Schmidt met
one-on-one with Sen. McCain, who
made a change. Mr. Davis retained
the title of campaign manager—Mr.
Schmidt reports to him—and is re-
sponsible for the national conven-
tion and other long-term projects.
All other campaign employees re-
port to Mr. Schmidt.

Aboard his “Straight Talk Ex-
press” bus, Sen. McCain often would
turn to Mr. Schmidt to help with an-
swers. Once, after Sen. McCain con-
demned Neville Chamberlain for his
appeasement of Hitler and, in the next
breath, condemned Sen. Obama for
wanting to talk with dictators of to-
day, a reporter asked if he was compar-
ing Sen. Obama to Mr. Chamberlain.

Mr. Schmidt, seated behind most
reporters on the bus, vigorously
shook his head “no.” Sen. McCain
looked up, caught his eye and said he
wasn’t.

McCain’s message man
‘Sgt. Schmidt’ gives
new marching orders:
hammer, then repeat

Technology Journal

Jumping in: Steve Schmidt, left, now running Sen. John McCain’s day-to-day
campaign, listens to the candidate aboard his campaign plane.
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ing northward—often because they
have few other places left to go. The
Arctic, especially offshore Alaska
and northern Canada, is one of the
few parts of the world where the ma-
jors can easily acquire exploration
acreage. Elsewhere, soaring crude
prices have prompted oil-rich states
to renegotiate contracts and some-
times kick out Western oil compa-
nies altogether.

Earlier this year, Royal Dutch
Shell PLC spent more than $2 billion
acquiring drilling leases in Alaska’s
Chukchi Sea. Last year, Exxon Mobil
Corp. and Imperial Oil Ltd. of Can-
ada bid nearly $600 million to win a
big exploration block in Canada’s
Beaufort Sea. BP PLC will spend $1.5
billion to develop Liberty, an oil field
off the northern coast of Alaska.

Yet drilling in the Arctic is con-
troversial. Shell has been forced to
delay a drilling plan off northern
Alaska because of a legal challenge
from environmental groups that say
it could harm local whale and wal-
rus populations.

Oil exploration might also be
hampered by rising nationalism.
The five circumpolar states—Can-
ada, Russia, the U.S., Norway and
Denmark—are scrambling to claim
new territory in the central Arctic
Ocean. Last August, a Russian sub-
marine planted the country’s flag on
the seabed some 4,200 meters un-
der the North Pole. Shortly after-
ward, Canadian Prime Minister
Stephen Harper announced that his
country’s military presence in the
Arctic would be beefed up.

The rhetoric stems from dis-
agreements over who has sover-
eignty over the North Pole. Russia

rests its claim on the theory that
two underwater mountain chains
that cross the Arctic Ocean, the
Lomonosov and Mendeleev Ridges,
are in fact extensions of its continen-
tal shelf. Denmark disputes that. A
United Nations body that rules on
such claims has recommended addi-
tional research.

Mr. Gautier, the U.S. geologist,
said that one of the survey’s main
conclusions was that a lot of the gas
in the Arctic is in Russian waters, in
places like the South Kara Sea and
South Barents Basin. These are both
geological extensions of onshore ar-
eas that are rich in gas.

The presence of so many hydro-
carbons there “will reinforce Rus-
sia’s global dominance in natural-
gas resources,” he said. Russia is al-
ready the world’s largest producer
of natural gas and sits on the
world’s biggest gas reserves.

Yet there is little likelihood that
much of Russia’s Arctic wealth will
be exploited any time soon. The
country still has vast untapped
fields onshore that are first in line
to be developed.

Development would also be ham-
pered by Russia’s likely reluctance
to let in foreign companies with ex-
perience developing oil and gas
riches in hostile environments like
the Arctic. Some firms have been al-
lowed in, but only as junior partners
of state-controlled Russian entities
such as OAO Gazprom.

The situation could change in
the future, though. Neil McMahon,
an oil analyst at Sanford Bernstein,
said Russia will come under mount-
ing pressure to sell offshore leases
to Western companies and use the
cash to boost investment in flagging
domestic oil production.

Continued from first page

fix the judicial system or to crack
down on organized-crime rings
and smuggling also raise ques-
tions over Bulgaria’s preparations
to join the EU’s borderless Schen-
gen zone, at which point Bulgar-
ia’s borders will become the fron-
tiers of over two dozen countries
from Germany to Spain, officials
say.

A report on Bulgaria’s use of EU
funds suspended Œ486 million
($766.8 million) of aid to the Bal-
kan nation not yet spent under var-
ious aid programs that began be-
fore it joined the EU. The money
was already frozen after recent EU
fraud investigations and can be re-
leased once deficiencies have
been addressed, a Commission
spokesman said.

The spokesman said the EU was
withdrawing the right to distrib-
ute funds from two Bulgarian agen-
cies that were handling the
money, due to “irregularities.”

The report also expressed con-
cern over preparations Bulgaria
has made to distribute Œ161 mil-
lion of Schengen-preparation aid
for improving border controls.

Bulgaria is due to receive at
least Œ6.84 billion in additional
aid as a member state between
now and 2013, but little of that has
been released. The Commission
spokesman said this money
wasn’t affected by Wednesday’s
decisions, but the EU would be on
the watch for any problems.

Also Wednesday, the Commis-
sion released a progress report on
Romania, which joined the bloc
with Bulgaria last year. While the
Commission had concerns over
progress in improving Romania’s

judicial system and other areas,
these concerns were much less
acute than for Bulgaria.

The Commission reports said
Bulgaria’s government is making
progress, if slowly, and didn’t ap-
ply the most severe possible penal-
ties. The report’s conclusions
were also toned down from drafts
leaked a week ago. But it remained
some of the toughest language the
Commission has ever used toward
a member state.

“Let us not chastise ourselves…
Bulgaria has had some serious suc-
cesses after one year of [E.U.] mem-
bership,” Prime Minister Sergey
Stanishev told a televised news con-
ference in the Black Sea city of
Varna on Wednesday. Bulgaria’s
right-wing opposition on Wednes-
day filed a no-confidence motion
against Mr. Stanishev’s Socialist-
led government over the report, al-
though the government controls
enough seats in Parliament to sur-
vive the vote.

Continued from first page

EU blasts corruption in Bulgaria
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U.S. auto makers reflect a Korean aspect

Volkswagen is riding high with a 35% rise in second-quarter net profit, helped by
strong sales in India, Russia and China.

VW, Peugeot, Fiat ride strong net
Auto makers escape
sector’s gloom, keep
earnings targets

By Sharon Terlep

And Yoshio Takahashi

DETROIT—General Motors
Corp.’s global sales fell for the sec-
ond straight quarter, as sinking U.S.
sales more than offset growth in for-
eign markets, pushing the auto
maker further behind rival Toyota
Motor Corp. in the global sales race.

The numbers released Wednes-
day by the auto makers underscore
the importance of emerging markets
such as China, Brazil and Russia, as
the slump in the U.S. deepens while
the Western European market
shows increasing signs of weakness.

GM sold 2.3 million vehicles in
the quarter ended June 30, a 5%
drop from a year earlier, while Toyo-
ta’s sales during the period rose 2%
to 2.4 million. For the first six
months of the year, Toyota sold 4.8
million cars and trucks while GM,
which had long been the world’s
largest auto maker, sold 4.5 million.

The U.S. auto maker continues to
notch double-digit gains in emerg-
ing regions, where increasing popula-

tions and growing middle classes
have pumped up demand for vehi-
cles. For example, the company’s
Asian-Pacific sales gain of 15% was
sparked by a 33% increase in sales by
its Chevrolet brand in China.

GM, like many U.S. manufactur-
ers, is looking to sustained growth
overseas to offset sinking sales in
critical developed markets, namely
the U.S. and Western Europe. As the
global economic environment
sours, there are questions about
whether robust growth rates will be
maintained in emerging markets.

GM, which has been restructur-
ing its North American operations
for three years, said Wednesday it ex-
pects growth in emerging markets to
drive a 2.5% increase in global auto
sales, to 72 million vehicles, in 2008.

But that growth isn’t keeping
pace with declines in GM’s oldest
and most-established markets, add-
ing pressure on the auto maker as it
struggles to restore profitability.

“There’s just not quite enough vol-
ume in these emerging markets to off-
set weakness in North America,”

Mike DiGiovanni, GM’s executive di-
rector of global markets and industry
analysis, said during a conference
call to discuss the quarterly sales.

Outside North America, GM’s
sales were up 10% in the second
quarter to account for nearly two-
thirds of the company’s global sales.

But GM’s sales in North America
fell 20% to 963,929 vehicles, as weak
economic conditions and high fuel
prices have caused consumers to
abandon the pickup trucks and sport-
utility vehicles that have long sus-
tained Detroit auto makers. GM says
it has also been hurt by an inability to
produce enough small cars to meet
demand for fuel-efficient offerings.

In Europe, GM reported a 2.5%
sales increase to 589,700 vehicles,
thanks in large part to booming
sales in Russia. GM noted that auto
industry sales in Western Europe
were down 3% in the first half of the
year, while Central and Eastern Eu-
rope showed a 25% increase.

Soaring commodities costs, a
troubled housing market and shaky
consumer confidence—the same

troubles dragging down vehicle
sales in the U.S.—are beginning to
weigh on Western Europe.

On Tuesday, Nissan Motor Co.
Chief Executive Officer Carlos Ghosn
said the auto industry is entering a
global slowdown now that European
auto sales are starting to decline and
sales growth in China is moderating.

Amid the weakening sales envi-
ronment, Toyota last week said it is
reviewing its global sales plan for
2008. Local media recently reported
the company will likely cut this year
sales target for this year to about 9.5
million vehicles from 9.85 million.

GM is also reworking production
plans. It recently announced plans
to significantly scale back produc-
tion of trucks and sport-utiltiy vehi-
cles in North America while boost-
ing capacity for hot-selling smaller
vehicles and accelerating efforts to
introduce fuel-efficient cars.

Toyota and GM have played
down the significance of the closely
watched sales race playing out since
last year’s first quarter when Toyota
passed GM for the first time. GM,
which had seen its global sales rise
steadily until 2008, recovered the
sales lead later in the year, but only
by a few thousand cars and trucks.

Toyota didn’t break out its per-
formance by region in its announce-
ment of global sales Wednesday. Ear-
lier it said U.S. sales fell 7% on year in
the half, while European sales fell 5%
in the January-May period. Toyota’s
sales include its two listed units—
truck makers Daihatsu Motor Co.
and Hino Motors Ltd.

Toyota’s American depositary
shares were down 0.9% at $92.05 in
early afternoon trading on the New
York Stock Exchange. GM shares
were up 4% to $14.89, benefiting
from the recent decline of oil prices
and lingering optimism stemming
from GM’s announcement of a plan
to boost liquidity by $15 billion.

GM falls further behind Toyota in sales race

Personal Journal

By Christoph Rauwald,

David Pearson

And Gordon Sorlini

Shares in Volkswagen AG, PSA
Peugeot-Citroën SA and Fiat SpA
rallied Wednesday after all three
auto makers posted strong earnings
and maintained profit targets de-
spite slumping demand in Western
Europe, rising raw-material costs
and continued currency woes.

Solid sales in emerging markets,
a limited exposure to the sagging
North American market and im-
proved cost-cutting measures
helped the car makers escape the
auto-sector gloom.

Volkswagen, Europe’s largest
auto maker by sales, said second-
quarter net profit rose 35% to
Œ1.64 billion ($2.59 billion) from
Œ1.22 billion a year earlier, driven by
rising vehicle sales in South America
and China. Revenue grew 4.5% to
Œ29.49 billion from Œ28.21 billion.

Shares in Volkswagen closed
6.9% higher at Œ209.55, while the
DAX blue-chip index was up 1.5%.

The strong figures come at a
time when many analysts have
voiced concerns that some Euro-
pean auto makers might have to re-

vise targets as the industry is
squeezed by soaring prices for raw
materials such as steel and oil, as
well as lackluster economic condi-
tions in key markets in the U.S., Ja-
pan and Western Europe.

The German auto maker reiter-
ated it expects increases in full-year
operating profit, revenue and vehi-
cle sales, noting that the forecast
doesn’t take into account “the ef-
fects of the acquisition of further
shares of Scania on volume, earn-

ings and financing data.”
Earlier this month, Volkswagen

received regulatory approval to in-
crease its voting share in Swedish
truck maker Scania AB to 68.6%. “Af-
ter consideration of the effects of
purchase price allocation, we expect
Scania to make a slightly positive
earnings contribution to the Volks-
wagen group in the second half of
the year,” the company said.

Peugeot-Citroën, Europe’s sec-
ond-largest car maker by sales, said

net profit rose 49% in the first half of
the year to Œ733 million from
Œ492 million a year earlier.

The earnings were helped by
Œ882 million in cost savings gener-
ated by the French company’s pro-
gram to improve competitiveness,
known as CAP 2010. The program is
aimed at reducing warranty costs by
improving quality, slashing over-
heads and fixed costs, and extract-
ing productivity gains.

Revenue rose 1.6% to Œ31.3 billion
from Œ30.82 billion. Peugeot-Cit-
roën has boosted sales with a prod-
uct offensive that will see it launch
nine new models or derivatives in
the second half of the year, in the
wake of the 10 launched in the first
six months.

The car maker reported an oper-
ating margin of 3.6% of sales for the
first half, compared with 2.7% a year
earlier, and reaffirmed its earnings
forecast for 2008 despite the weak-
ening European auto market.

Shares in Peugeot-Citroën closed
9.2% higher at Œ34.90 in Paris.

Fiat, Italy’s largest industrial
company by revenue, said second-
quarter net profit rose 1.9% to
Œ604 million from Œ593 million a
year earlier, thanks to higher sales of
cars, trucks and agricultural machin-
ery. Group revenue totaled Œ16.97 bil-
lion, up 12% from Œ15.18 billion.

The company confirmed its 2008
and 2009 revenue and profit targets.
Shares in Fiat closed up 14% at
Œ11.86.

LEADING THE NEWS

Attacking anxiety
Neuroscientists show how to
erase fright before it wrecks
your portfolio > Page 30
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By Norihiko Shirouzu

These days, the Motor City
seems to have a Korean accent.

In a bid to reconnect with consum-
ers, Detroit’s Big Three auto makers
have been emphasizing bold de-
signs. But some of the most eye-
catching “American” vehicles they
have created are actually products of
a growing cadre of auto designers
who were born and raised in South
Korea and who are gaining influence.

Take the new Chevrolet Camaro
that General Motors Corp. unveiled

Monday. This revival of the iconic
late-’60s muscle car is the product
of Sangyup Lee, a 38-year-old de-
signer who was doodling in kinder-
garten in Seoul the last time Cama-
ros were hot in Chevy’s showrooms.

In January, GM unveiled a con-
cept design for a luxury midsize
crossover called the Cadillac Pro-
voq. The lead designer was 38-year
old Hoon Kim, also a Seoul native.

The Chevy Volt, the sleek and
heavily hyped plug-in electric car
GM is working on, was master-
minded by Young Sun Kim and In Ho

Song, both Korean nationals.
Over at Ford Motor Co., Amy Kim

and Joann Jung, Korean-born de-
signers who attended design school
in California, help style the Lincoln
MKT, a concept luxury crossover.

Korean designers are also exerting
their influence on the products of auto
makers beyond Detroit. Toyota Mo-
tor Corp. and Nissan Motor Co. both
have Korean designers overseeing
key new models, such as the Nissan Fo-
rum, a stylish minivan concept, by
Joel Baek, a Korean-born designer, at
a Nissan studio in southern California.

By Ola Kinnander

STOCKHOLM—Volvo AB’s sec-
ond-quarter net profit rose 28% as
the Sweden-based truck maker’s
sales growth in Eastern Europe,
South America and Asia offset a slow-
down in Western Europe and the U.S.

Volvo said net profit rose to 5.13
billion Swedish kronor ($855.7 mil-
lion), compared with four billion
kronor a year earlier. Revenue in-
creased 13% to 80.43 billion kronor
from 71.45 billion kronor.

However, Volvo, the world’s sec-
ond-largest truck maker by sales af-
ter Daimler AG, warned that truck de-
mand is weakening in Europe, its big-
gest market, even though demand in
Eastern Europe remains strong.

“In Europe, the trend that we no-
ticed in the first quarter, toward in-
creased caution among our custom-
ers and in certain markets, strength-
ened—which was reflected in order
bookings in the truck operations,”
Chief Executive Leif Johansson said.
“However, demand for long-distance
transport remains high, but there is
a weakening in construction trans-
port and construction equipment.”

European truck sales rose 7% to
30.05 billion kronor, but orders fell
54% from a year earlier to 21,948
trucks—hurt by increased uncer-
tainty about the economy, high fuel
prices and a slowdown in the con-
struction industry.

In North America, truck sales
rose 14% to 6.94 billion kronor,
while in Asia they gained 54% to
8.17 billion kronor. Demand for
heavy trucks in North America is
also slowing because of the weak
economy, soaring fuel prices and
the weakening housing-construc-
tion sector, Volvo said.

Last month, U.S.-based Caterpil-
lar Inc. said it will stop supplying
heavy-duty truck engines in North
America by 2010, instead entering a
partnership with Navistar Interna-
tional Corp. to make engines for
trucks used in areas such as road
construction.

In a conference call with report-
ers, Mr. Johansson said Caterpil-
lar’s exit from this market improves
the picture for Volvo trucks in the
U.S. “From our point of view, I don’t
think we can say it’s anything but
good news,” he said. “It means that
the marketplace looks a little more
positive than before.” Rising raw-
materials costs have hurt the con-
struction-equipment unit more
than other divisions, Mr. Johansson
said. “We need to offset that with
price increases,” he added.

Volvo’s stock price fell 2.3% to
73.50 kronor Wednesday.

Daimler is scheduled to release
quarterly earnings Thursday. Sca-
nia AB is due to report results Fri-
day.

Volvo net climbs
28%, but demand
for trucks wanes
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C
UTTING spending
doesn’t have to be pain-
ful. There are plenty of

places in our everyday lives
where just being smart and
careful will yield up some ex-
tra cash. One way to cut
spending is to be smarter
about buying food, shifting
to a lower-cost mix of foods.
You can adjust your habits
by planning menus around

sales on fresh poultry, fish, meat, dairy and produce,
and by making use of leftovers. Avoid costly prepared
foods. And start shopping in lower-cost stores.

T
HE BILL & Melinda
Gates Foundation
broke ground Tues-

day in Seattle on its new
$500 million headquarters,
which the world’s largest
charitable foundation hopes
to occupy in late 2010.

The campus, which cov-
ers a city block, will be big
enough to house 1,200 em-
ployees plus large meetings

and events. Mr. Gates and his wife, Melinda (pic-
tured), also will have their own interactive museum,
a 1,400 square-meter center telling the story of the
foundation’s work. The foundation is using its $37.3
billion endowment to fight AIDS and malaria, start
a green revolution in Africa and provide Internet ac-
cess at libraries world-wide.  —Associated Press
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Heath Hinegardner

Interested in reading more? WSJ.com subscribers
can find more personal-finance advice, at
WSJ.com/PersonalFinance.

How to control your fears in a scary market
Scientists show ways
to ease panic, help
keep portfolio intact

S
OVEREIGN-wealth
funds couldown
more than 5% of

the world’s major compa-
nies over time, and their
move into stocks would
push real bond yields
higher, asset manager
State Street said.

Government-owned
funds, with almost $3

trillion in assets, have climbed to the main stage of
the global economy since last year after buying up
stakes in troubled banks hit by the credit crisis.
State Street, which manages more than $270 billion
for sovereign clients, says sovereign-wealth funds
represent a source of additional demand for finan-
cial assets as they diversify their assets, which it es-
timates are growing at least 17% a year.  —Reuters

Gates Foundation breaks
ground on headquarters

iS
to
ck
ph

ot
o

Art-donating vehicles for art collectors who want to give
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By Jason Zweig

W HAT GOES ON inside your
head when your portfolio
implodes? One of the fear

centers in your brain, the amygdala,
can respond to upsetting stimuli in
12 milliseconds, or one-25th the
time it takes to blink your eye. These
brain cells fire when an attack dog
snarls at you, a spider drops down
your shirt or the market takes a
dive.

Merely reading the words “mar-
ket crash” in this sentence can in-

stantaneously
jack up your
pulse and your
blood pressure,
the output of

your sweat glands and the tension in
your muscles. Stress hormones will
flood your bloodstream. Your eyes
will widen and your nostrils flare,
making you hypersensitive to any
further danger. All this occurs auto-
matically, involuntarily and uncon-
sciously. You can’t be an intelligent
investor if, without even knowing it,

you are thinking with the panic but-
ton in your brain.

The countless people who bailed
out of the U.S. market in the horrify-
ing plunge of October 2002 missed
out on the generous returns of 2003
through 2007, when stocks returned
12.8% annually. The same is likely to
be true of those who cut and run in
today’s turbulent market.

Fortunately, you can train your
brain to stay calm when the markets
are gripped by panic. Last week, I
spent an afternoon in Kevin
Ochsner’s neuroscience lab at Co-
lumbia University in New York, prac-
ticing what he calls “cognitive reap-
praisal.”

I sat at a computer and viewed a
series of photographs, each pre-
ceded by one of two words: look or
reappraise. Look was my cue to re-
spond naturally without trying to
change my feelings. Reappraise told
me I should “actively reinterpret”
the photo, using my imagination to
spin another, less emotional sce-
nario that could have resulted in the
same image.

Dr. Ochsner had warned me to
eat an early, light lunch, and I imme-
diately realized why: I gasped at the
sight of a man’s hand from which
most of the fingers had been freshly
hacked off. But my instruction had

been to reappraise, so I forced my-
self to ask whether this image might
actually be a still from a horror
movie. Magically, the moment I
imagined it was a film prop, the raw
flesh seemed to look a bit like plas-
tic, and I felt myself exhale.

If I can think away blood, you can
calmly face the red arrows on a mar-
ket Web site. “Emotions are mallea-
ble,” Dr. Ochsner said, “but people of-
ten don’t realize how much [of what
you feel] is under your own control.”

Here are some ways you can con-
trol your fears.

Reappraise. Forget what you
paid for that stock or fund; instead,
imagine it was a gift. Now that it is
priced, say, 20% more cheaply than
in December, should you want to re-
turn the gift? Or should you buy
more while it is on sale? (If rethink-
ing a fallen price this way doesn’t
make you feel better, maybe you
should sell.)

Step outside yourself. Imagine
that someone else has suffered
these losses. Think of questions you
might ask to give that person ad-
vice: Other than the price, what else

has changed? Is your original ratio-
nale for this investment still valid?

Control your cues. Even witness-
ing someone else’s pain, or glancing
into another person’s frightened
eyes, can fire up your amygdala. Be-
cause fear is as contagious as the flu,
quarantine yourself from anyone
who obsesses over the momentary
twitching of the market. Tear your-
self away from the computer or tele-
vision; better yet, while the market
is closed, make an advance date
with friends or family to get your
mind off stocks during market
hours.

Track your feelings. Fill in the
blanks in this sentence: “Today

the market closed down [or
up] ___ points, and that

made me feel
__________.” Your emotions
shouldn’t be hostage to the actions
of the roughly 100 million other peo-
ple who compose the collective
beast that Benjamin Graham called
“Mr. Market.” You need not be miser-
able just because Mr. Market is.

Finally, if the market is open,
your portfolio should be closed.
Sleep on any sell decision until the
next day, when your fears may have
faded. Intelligent investors act out
of patience and courage, not panic.

Email intelligentinvestor@wsj.com.
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Artful planning can help
cut expenditures on food

By Mike Spector

Jon and Mary Shirley used to
give artwork by the likes of Jackson
Pollock, Mark Rothko and Alberto
Giacometti to the Seattle Art Mu-
seum. No longer. A U.S. federal crack-
down on deductions for so-called
fractional gifts of art has made do-
nating too onerous for them.

Before, the Shirleys could do-
nate small stakes in their artwork to
the museum over time and reap in-
creasingly larger deductions as
their collectibles appreciated. But
the U.S. Congress changed the rules
nearly two years ago, capping those
deductions.

“There’s just no point in doing
it,” says the 70-year-old Mr. Shirley,

a former Microsoft Corp. executive.
He says the couple has made no art
donations to the museum since the
rule change.

Museumdirectorssaytheserestric-
tions—which limit tax breaks for giv-
ers—have crimped donations of valu-
able collections. “Many of the signifi-
cantgiftswe’vehadinourhistoryhave
come from fractional gifts,” says Kay-
winFeldman,thedirectoroftheMinne-
apolis Institute of Arts.

Wealth advisers are steering do-
nors away from fractional giving
and toward an array of other com-
plex art-giving vehicles, such as
charitable-remainder trusts and do-
nor-advised funds.

Despite the difficult donating ter-
rain, the urge to give art remains

strong. Art enthusiasts increasingly
want to donate their collections
while alive, advisers say. But it is in-
creasingly important for donors to
be very careful when making gifts of
their prized pieces.

“People are very interested in do-
ing things with their art during
[their] lifetime,” says Lynn Leder-
man, a senior vice president at Besse-
mer Trust, a New York firm that ad-
vises clients with at least $10 million
in assets. This satisfies their philan-
thropic desires, can reduce the size of
their estate for tax purposes, and lets
them take active control over where
their prized collection goes.

Besides tax planning, the frac-
tional-gift strategy provided collec-
tors an additional advantage: It al-

lowed them to park their art in a mu-
seum for part of the year, then bring
it home to enjoy for the remaining
months, depending on the deal they
negotiated. They could also claim in-
creasingly larger deductions as the
artwork appreciated over time, be-
fore the museum eventually took
sole possession.

Other art-donating vehicles have
enough twists and turns to merit con-
sulting a wealth adviser or tax law-
yer. With a charitable-remainder
trust, for example, a collector can do-
nate artwork to a trust, which then
sells it and invests the proceeds. For
a defined term, often until the do-
nor’s death, the trust uses the invest-
ment proceeds to make annual pay-
ments to the donor or other benefi-

ciaries. At the end of the term, the
trust’s remaining amount goes to a
charity preselected by the donor.

Another art-giving option is the
donor-advised fund. New Yorkers
Donald and Barbara Jonas used this
vehicle in 2005 to divest themselves
of about half of their collection of ab-
stract-expressionist art, including
works by Willem de Kooning and
Franz Kline.

The Jonases started by giving
the works to the Jewish Communal
Fund, a donor-advised fund, which
auctioned the pieces at Christie’s
for about $44 million. The Jonases
then “advised” the fund to use the
bulk of the proceeds to start a foun-
dation that aims to promote nurse
recruitment and retention.

THE INTELLIGENT
INVESTOR

Sovereign-wealth funds
could have growing clout

30 THURSDAY, JULY 24, 2008 T H E WA L L ST R E ET JOU R NA L .



C
OPENHAGEN-
based brewer
Carlsberg AS

said it sold stakes in
two breweries for a
combined value of
about $116 million,
the latest deal in the
global brewing indus-
try’s recent transfor-

mation. Israeli beverage company CBC Group, Carls-
berg’s partner in Israel and Romania, bought Carls-
berg’s 95.6% stake in Turkey-based Turk Tuborg
Bira ve Malt Sanayi for about $80 million minus in-
terest-bearing debt, and its 20% stake in Israel Beer
Breweries for $36 million. As part of the deal, Turk
Tuborg and Israel Beer Breweries will continue the
production of Carlsberg and a number of Tuborg
brands.  —Anna Molin

C
OMMON-
WEALTH Bank
of Australia said

it is in exclusive talks
to buy ABN Amro Aus-
tralia and New
Zealand from Royal
Bank of Scotland
Group PLC, which
some analysts esti-

mate could be valued at $800 million Australian dol-
lars (US$776.8 million). The negotiations come a
day after National Australia Bank Ltd. walked away
from talks to buy those operations. National Austra-
lia Bank didn’t say why it withdrew. Commonwealth
Bank, which already holds a strong position in the
Australian retail stockbroking market, said its plan
is incomplete and subject to further talks.
 —Lyndal McFarland

Commonwealth in talks
to buy ABN Amro assets
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Carlsberg sells its stakes
in Turkish, Israeli brewers

C
ENTRICA PLC,
the U.K.’s largest
energy supplier,

said it now has a con-
trolling 51% stake in Bel-
gian generation and
supply company SPE
SA after buying Gaz de
France’s 25.5% share
for Œ515 million ($813

million). The rest of SPE is owned by Belgian banks and
local government. GDF, controlled by the French govern-
ment, had to sell the business to win European Union
approval to combine with Suez SA. SPE is the only ma-
jor rival to Suez’s Belgian electricity unit, Electrabel SA.
Centrica said it expects to wrap up the purchase by Sep-
tember and will defer payment of as much as Œ105 mil-
lion until it sees the results of a government deal with
Electrabel to force open the market. —WSJ Roundup

*Based mainly on sales of all brands at grocery stores and supermarkets

Source: The Nielsen Co.

Spirit boom
Vodka’s popularity with young people has been driving up 
sales and Pernod Richard’s recent purchase of Absolut 
vodka, left, could keep overall French sales climbing.
Total vodka sales, in selected countries*

$3,742.9

199.9

199.6Australia

France

Poland

2007 sales
in millions
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Change from 2006-’07

17%

13%

13%

1,436.1U.K. 11%

1,994.4U.S. 7%
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By Jeanne Whalen

GlaxoSmithKline PLC reported
weak second-quarter earnings as it
laid out additional changes to its
drug-research team and announced
an alliance with a company that
sells low-cost medicines in emerg-
ing markets.

The world’s second-largest drug
company by sales, after Pfizer Inc.,
will also look for ways to “simplify”
the company and cut costs, Chief Ex-
ecutive Andrew Witty said. Areas of
particular focus for streamlining in-
clude the manufacturing division
and global sales force, he said. He de-
clined to say whether this would
lead to additional job cuts beyond
ones Glaxo announced last fall that
it has declined to quantify.

Such changes are part of a three-
pronged strategy Mr. Witty has been
pushing since he became CEO in
May: to diversify Glaxo’s product
mix and geographic focus; stream-
line its operations; and develop
more breakthrough medicines.
Mr. Witty has said repeatedly that
tough times in the U.S. and European
pharmaceutical markets are forcing
Glaxo to change. Glaxo, along with
other big drug makers, faces intense
competition from generic rivals in
thosemarkets and higher safety hur-
dles to getting new drugs approved.

Glaxo’s net income fell 3% in the
quarter to £1.29 billion ($2.57 billion)
from £1.33 billion in the year-earlier
period, hit by competition from low-
cost generic drugs and sluggish sales
of diabetes pill Avandia and asthma
inhaler Advair. Sales rose 4% to £5.87
billionfrom£5.67 billion,with strong
vaccine sales marking one of the few
bright spots.

To try to boost sales in emerging
markets, the company signed an alli-
ance with South Africa’s Aspen
Pharmacare Holdings Ltd. that will
allow Glaxo to sell Aspen’s low-cost
medicines in countries where Aspen
doesn’t currently operate.

Aspen manufactures more than
450 inexpensive, unpatented drugs
and sells them in Africa and a few
other markets. Glaxo will start sell-
ing some of these products in new
marketsandwillshare profitwithAs-
pen, the company said. It will make

“limited” upfront payments to As-
pen, though it didn’t disclose terms
of the deal. Aspen produces a variety
of HIV medicines, antidepressants
and antibiotics, among other drugs.

Mr. Witty also gave more details
on his previously stated plan to break
Glaxo’s drug researchers into smaller
groups. Glaxo is splitting the scien-
tists into teams of seven to 80 people
that will compete for funding from a
new board that includes Glaxo execu-
tives as well as outside venture capi-
talists and experts from the biotech
sector, Glaxo said. The new groups
willcontinuetositwithinGlaxo’sCen-
tres of Excellence for Drug Discovery,
or CEDDs, which each include several
hundred people.

Glaxo, of Brentford, England, is
also dropping its research into disor-
ders of the gastrointestinal, urinary
and reproductive systems because
it doesn’t feel it can make much
progress in these areas.

Glaxo disappointed investors by
saying it would prolong a £12 billion
share-buyback program to allow it
to save more cash for investing in
strategic priorities in the coming
years. Glaxo said the program, previ-
ously planned to end in July 2009,
would be extended indefinitely.

Glaxo’s cost-cutting plans in-
clude reducing the variety of drug
packaging Glaxo produces, a mea-
sure that could have nearly the
same impact on the company’s bot-
tom line as a new blockbuster medi-
cine, Mr. Witty said.

Glaxo forms an alliance
to target new markets

Paris

O VER THE PAST seven years,
Pernod Ricard SA has earned
a reputation as the drinks in-

dustry’s most aggressive player. By
swallowing rivals, it has vaulted to
the world’s second-biggest spirits
group by sales, after Diageo PLC,
from a small family-run maker of
pastis, the traditional French anise-
flavored liqueur.

In March, amid the debt-market
slump, Pernod plunked down Œ5.6
billion—nearly $9 billion—for Vin &

Sprit, the parent of vodka icon Abso-
lut.

Now, with its liquor cabinet
nearly full, Pernod is changing
course. Flush with brands including
Chivas Regal whisky, Malibu rum
and Martell cognac, the company
plans to spend the next few years sit-
ting tight and nurturing the labels it
already owns.

“Organic growth is a must,” says
Managing Director Pierre Pringuet
in an interview ahead of the compa-
ny’s release Thursday of sales for
the year ended June 30. Pernod is ex-
pected to post like-for-like sales
growth, stripped of currency fluctu-
ations, of 8.4%, pushing annual
sales up to Œ6.6 billion, according to
Citigroup.

Mr. Pringuet—who in November
will take over full day-to-day man-
agement from the Ricard family,
which owns a 12.5% stake in Pernod—
adds that “antitrust authorities will
look at any new acquisitions even
more carefully,” making additional
purchases difficult.

Pernod’s bid for Vin & Sprit was
generous by any count. It trumped
offers by wealthy contenders includ-
ing Bacardi Ltd. and Sweden’s Wal-
lenberg family, and came at the high
cost of 21 times V&S’s annual earn-
ings before interest, taxes, deprecia-

tion and amortization.
The deal is expected to close this

month—even as U.S. consumer
spending continues to slow and
credit markets keep tightening.

As a result, getting the Absolut ac-
quisition right is crucial for Pernod’s
longer-term strategy. Because the
company has grown so much in re-
cent years, it could soon find itself in
the same position as industry leader
Diageo: unable to make big acquisi-
tions because it already has domi-
nant positions in most segments.

“Diageo can’t do anything any-
more; it’s predictable and dull,” says
HSBC drinks analyst Erwan Ram-
bourg. Nonetheless, he rates Diageo

as a good investment. A Diageo
spokesman says the company aims
to “provide consistent returns to
shareholders.”

In the U.S., Absolut is losing mar-
ket share amid competition from
fashionable rivals such as Diageo’s
Ketel One and Bacardi’s Grey Goose.
Absolut’s share of U.S. vodka sales
year-to-date, is 12.3%, down from
12.7% in 2007, according to Nielsen.

The slowdown in U.S. consumer
spending is expected to hit Absolut in
the future. The brand is too expensive

for budget-conscious consumers, ana-
lysts say, but not expensive enough to
be popular in trendy bars. “The mid-
dle ground is being squeezed in this
recession,” says Richard Hurst, an al-
cohol analyst at Nielsen.

Mr. Pringuet says that Absolut
has been subject to too many price
promotions in the past and that he
will ensure it doesn’t stray far from
$20 a bottle in stores. Grey Goose
sells for more than $30 a bottle.

Mr. Pringuet also says he is going
to scale back a recent drive to intro-
duce flavored vodkas to the detri-
ment of the basic product. Bartend-
ers don’t have space for all the varia-
tions of Absolut—there are at least
12—on their shelves, so each new fla-
vor was cannibalizing an old one,
Mr. Pringuet says. Instead of one
new flavor every six months, Abso-
lut from now on will introduce a
new taste every year or two. Market-
ing will be redirected to the vodka’s
familiar original blue bottle.

“Everything has to be focused on
the mother product,” Mr. Pringuet
says.

Pernod will also try to build Abso-
lut’s presence in China, where the
company has successfully intro-
duced two of its other brands: Bal-
lantine’s whisky and Chivas Regal,
which Chinese drinkers often mix
with a green-tea base.

Mr. Pringuet says that Pernod
won’t lose its entrepreneurial spirit
altogether, and that there could be
future acquisitions once the com-
pany pays down some debt. Two of
the gaps he sees in its portfolio:
bourbon and tequila.

Pernod to nurse its drinks
After Absolut deal,
focus shifts to growth
in current brands
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Getting the Absolut
acquisition right is
crucial for Pernod’s
longer-term strategy.
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Gaz de France deal gives
Centrica control of SPE

GlaxoSmithKline
Net profit, in billions

Source: the company
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By John Hechinger

In a sign of increasing concern
about cheating, top business
schools in the U.S. will soon require
a high-tech identity check for stan-
dardized admissions tests.

Aspiring corporate executives
taking the Graduate Management
Admission Test, or GMAT, will have
to undergo a “palm vein” scan,
which takes an infrared picture of
the blood coursing through their
hands. The image—which resem-
bles a highway interchange in a ma-
jor city—is unique to every individ-
ual. The scans are used widely in Ja-
pan among users of automated-
teller machines but only recently
have appeared in the U.S.

Palm-vein scanning on GMAT
test takers will begin next month in
Korea and India, with U.S. centers
starting as early as this fall and a
world-wide rollout by May.

The technology targets “proxy”
test taking, a fraud in which appli-
cants hire high-scoring impostors
to take the exam in their place. Five
years ago, U.S. federal authorities
broke up a ring of six fraudsters who
took more than 590 exams, includ-
ing GMATs, for customers who paid
at least $3,000.

David Wilson, president of the
Graduate Management Admission
Council, which represents top busi-
ness schools and oversees the test,
won’t disclose the level of cheating to-
day but says the case underscored the

potential. Since 2006, test takers
have been required to undergo digital
fingerprinting to validate their identi-
ties. They are also photographed, and
videotaped taking the exam. The coun-
cil says the new vein-scan technology
is superior and will be more accept-
able to consumers, who often associ-
ate fingerprinting with the police.

With the palm scan, students
will let their hands hover for a few
seconds over the device—a roughly
3.5-centimeter cube—which cap-
tures the vein patterns in their
palms for an image that is archived
along with test results.

Raj Nanavati, a partner at Inter-
national Biometric Group, a con-
sulting firm specializing in iden-
tity-verification technology, says
vein scans are “very accurate” and
“difficult to spoof,” especially
when compared with cheaper fin-
gerprinting devices.

About 4,000 business programs
at 1,800 universities, including most
top-ranked institutions, require the
GMAT for admission. The business-
school council gives 230,000 GMAT
tests annually and says it won’t
raise the exam’s $250 price. Japan’s
Fujitsu Ltd., which makes the scan-
ners, says the device typically costs
$1,000 or less. Including training, in-
stallation and other costs, London’s
Pearson PLC, which administers the
business-school test for the council,
expects to spend millions on the roll-
out of the vein-scanning technology
at more than 450 test centers.

Donald L. McCabe, a Rutgers Uni-
versity professor of management,
says it is understandable that busi-
ness schools are now “protecting
the integrity of their test, whatever
it takes.”

Professor McCabe has surveyed

more than 200,000 students over 19
years and concluded that those in
business school cheat more than
their peers in other disciplines. He
says business-school students often
cite instances of corporations’ “bot-
tom-line mentality” and ethical
lapses to justify their own dishonesty.

GMAT officials acknowledged
that the new system would do little
to deter other forms of cheating. For
example, the business-school coun-
cil recently won a $2.3 million judg-
ment against the operator of a Web
site called Scoretop.com, which had
been selling questions from recent
exams. The council took over the site
and now warns visitors that cheat-
ers will have their scores canceled,
won’t be allowed to take the test
again and could be subject to a civil

lawsuit or criminal prosecution.
Other admissions tests employ a

variety of security methods. Last
year, the administrator of the Medi-
cal College Admission Test, or
MCAT, began requiring digital finger-
printing. Would-be attorneys who
take the Law School Admission Test,
or LSAT, submit to old-fashioned ink

fingerprinting. Scholars seeking a
Ph.D. and sitting for the Graduate
Record Examinations, or GRE, need
only show a government-issued ID.

Ray Nicosia, head of security for
the Educational Testing Service,
which administers the SAT, says the
Princeton, N.J., nonprofit relies on
several other procedures to catch
cheating. ETS collects handwriting
samples and relies on high-school
teachers to identify test takers. Mr.
Nicosia says the company also uses
computer analysis to flag possible
fraud, a practice also used for the
ACT college-entrance exam.

Beth Givens, director of the Pri-
vacy Rights Clearinghouse, a San Di-
ego nonprofit, says any digital fin-
gerprints or vein scans should be
discarded after a reasonable period
so that they can’t be used for other
purposes. Privacy advocates fear
that fingerprints and other identifi-
ers can be used improperly by au-
thorities, catching innocent people
in government dragnets.

The Law School Admission Coun-
cil says it discards its paper finger-
prints after five years, in part be-
cause of privacy concerns. However,
the business-school admission coun-
cil says it expects to make the palm-
vein scans part of students’ perma-
nent records.

Business schools attempt to finger cheats
Test takers subject
to ‘palm vein’ scans;
fueling privacy fears

Kleiner Perkins Caufield & Byers is
among the latest investors in Zynga,
which makes a variety of games for
social-networking Web sites.

Zynga attracts major investor
By Jessica E. Vascellaro

Zynga Inc., which makes free
poker, puzzle and other games for so-
cial-networking Web sites, has at-
tracted backing from heavyweight in-
vestor Kleiner Perkins Caufield &
Byers—a sign of investors’ growing
interest in services that plug into so-
cial networks.

The San Francisco-based start-up
planned to announce the funding
Wednesday at Facebook Inc.’s devel-
oper conference, called f8, along with
the news that William Gordon, the
former chief creative officer of Elec-
tronic Arts Inc., will join its board.

The $29 million round of funding,
which also included Institutional
Venture Partners and some of the
company’s existing investors, is nota-
ble because Kleiner Perkins—an
early backer of Amazon.com Inc. and
Google Inc.—has largely refrained
from investing in social applications.

“We have a really high bar when it
comes to investments,” Kleiner part-
ner John Doerr said in an interview.

Mr. Doerr described the Zynga in-
vestment as “special and surprising”
in part because the fund likes to in-
vest at an earlier stage. But he was
drawn to the fact that Zynga had
“cracked the code” on how to develop
engaging and viral games fast.

“This is not a hits business,” he
said. “There is quite a science around
fine-tuning the product.”

The moves are another sign of in-
vestors’ strong interest in the young
industry of companies that create
things for users to do on social net-
works, such as play games, share

travel plans and swap virtual gifts.
While most entrants have yet to gen-
erate significant revenue, investors
are being lured by their fast growth.

Gaming—an area that encom-
passes everything from playing vir-
tual poker to selling likenesses of
friends as digital pets—is a hot sec-
tor within the group. Millions of us-
ers have downloaded games to their
profiles.

Zynga, which in January an-
nounced its first $10 million round
of funding from Union Square Ven-
tures, Reid Hoffman, Peter Thiel and
others, is showing signs of pulling
away from the pack. The company,
which earns revenue through adver-
tising and selling additional digital
currency and items for its games,
said it has 18 million monthly visi-
tors, growing at a pace of 450,000
new users a day.

The company was founded last
summer by Mark Pincus, an entrepre-
neur who co-founded social-network-
ing site Tribe and enterprise soft-
ware company SupportSoft Inc.

Mr. Pincus, 42 years old, said
Zynga has taken off by keeping its
games simple and by building in fea-
tures that are consistent with how
and why people use social-network-
ing sites. Its poker game allows users
to send fellow players a virtual drink.
Its Scramble game, which resembles
a digital version of Boggle, allows
players to become virtual “friends”
with other players they meet.

To expand to new audiences and
more sophisticated gamers, the com-
pany is looking to new platforms like
cellphones, and more immersive
games with richer graphics. The com-
pany recently acquired virtual world
YoVille and is hiring developers from
established gaming studios such as
LucasArts.

It faces fierce competition from a
number of venture-backed competi-
tors, including Social Gaming Net-
work, Friends for Sale and profes-
sional gaming companies, which
have stepped up their efforts to pro-
tect the intellectual property rights
of their games.

The investment came together
through Mr. Gordon, a gaming icon
who helped create a number of hit vid-
eogames, including the Sims series.

Mr. Gordon met Mr. Pincus during
a meeting about a potential licensing
deal at EA late last year. “He said so-
cial gaming can be the next great
form of gaming, and I went, ‘Bingo,’ ”
said Mr. Gordon.

TECHNOLOGY JOURNAL
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Hands down
How palm-scanning identification works:

Source: Fujitsu

The scanner emits infared
light. Hemoglobin in 

the veins absorbs 
the light…

The scan is stored in a 
database. A returning user’s 

vein pattern is compared 
against the database to 

determine if there 
is a match.

…creating an image of 
the vein pattern that 
is reflected back and 
captured by the scanner.   
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BUSINESS SERVICES

BUSINESSES FOR SALE

BUSINESSES FOR SALE

CAPITAL AVAILABLE

CAPITALWANTED

TRAVEL

à As with all investments,
appropriate advice should be obtained prior
to entering into any binding contract. à

Established, Highly Profitable, Growing, Solid

Management. 2007 Sales $3.6 Mil. Adjusted

Earnings $1.1 Mil. Price $4 Mil. Call Rick:

480-477-6300
TheWheatley Group

Niche Service Company

LIMOUSINE SERVICE
Great investment. Very profitable

Limousine Co. in U.S.A. with
revenues of 5.7 Million including
27 Vehicles within 35 mile radius
of New York City that has an

excellent reputation and great growth
potential. For info. please E-mail

GPtravel66@gmail.com

HEARING CENTERS
Profitable, well-respected practice. Southeast
Florida Coast. Multi-line hearing aids. Established
21 years. Owner wants to cash out & continue as
director. Sales avg. $1.7M/year. Buyer of substance
only. Respond in confidence.

hearquest100@aol.com

Seeking to fund green projects that produce

verif iable and certif iable carbon credits .

Avoided deforestation projects preferred.

Serious enquiries only.

Email: navsec@yahoo.com

Eco Venture Capital Group

$4 Million Invest.
$6 Mil Payback over 18/mo. Well secured
and guaranteed. Extensive creditable

resume and success history.
Call: (301) 977-1692 or

e-mail: Rbutler83@aol.com

Investment Capital Request

Save 60% First/Business
Major Airlines. Corp. Travel
www.cookamerican.travel

(212) 201-1824
WEWILL NOT BE UNDERSOLD

COOK
An American
Express Rep.

Careers. Tuesdays in
Marketplace.
Tel: 44-20-7842-9600
or 49-69-971-4280
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Fretting over Apple’s Jobs
Investors worry
about CEO’s health
as firm stays silent

By Justin Scheck

And Ben Charny

Apple Inc.’s refusal to discuss
Chief Executive Steve Jobs’s health
is worrying investors, causing them
to scurry for information while ask-
ing when an iconic CEO’s health be-
comes material for a company.

During Apple’s earnings confer-
ence call Monday, Chief Financial Of-
ficer Peter Oppenheimer declined to
answer an analyst’s question about
Mr. Jobs’s health, calling it “a private
matter.” Apple’s demurral raised new
concerns among investors, who have
worried about Mr. Jobs’s health since

a 2004 bout with pancreatic cancer.
Their fears flared earlier this

year when Mr. Jobs, 53 years old,
looked gaunt at a public appearance;
the company at the time blamed “a
common bug.” Now, one Apple fund
investor said, “everyone’s worried.”

Apple shares fell as low as
$146.53 Tuesday following the com-
pany’s lackluster outlook for the cur-
rent quarter. Some analysts sug-
gested that concerns about Mr.
Jobs’s health also weighed on the
stock, which was at $162.02, down
$4.27, in 4 p.m. Nasdaq Stock Mar-
ket composite trading Tuesday. In af-
ternoon trading Wednesday, the
shares were up $2.17 to 164.19.

Apple spokeswoman Katie Cot-
ton on Tuesday reiterated that Mr.
Jobs’s health is private.

Mr. Jobs’s well-being is key infor-
mation for a company whose success
is inextricably linked to its leader. The

company, which he co-founded and
later left, struggled until his return in
1997, when the shares traded at about
$11 each. Mr. Jobs plays a key role in
the development of Apple’s products.

But corporate-governance experts
say the laws governing when an execu-
tive must reveal his health problems
are unclear. “This kind of disclosure is
a balancing act,” said Steve London, a
securities lawyer and partner with
Boston-based Pepper Hamilton LLP.
“Unless there’s the very unlikely sce-
nario that Apple insiders are trading
on some bad news about Jobs that
they are keeping secret, I don’t see Ap-
ple doing anything wrong here.”

Still, Apple’s refusal to offer reas-
surance that Mr. Jobs is healthy con-
tinued a pattern that began in 2004.
That year, the company waited nine
months to tell shareholders about
Mr. Jobs’s pancreatic cancer, which
ended with surgery that the com-

pany said at the time “cured” him.
The late disclosure irked some in-

vestors, but a U.S. Securities and Ex-
change Commission investigation
in 2006 and 2007 of Apple’s past
stock-option grants looked at Mr.
Jobs’s health issues and found no
problem with the way Apple han-
dled disclosure of them, a person fa-
miliar with the matter said.

N
ew

sc
om

CORPORATE NEWS

ConocoPhillips
posts huge net,
but outlook shaky

One Apple fund investor
said, “everyone’s worried.”

By Russell Gold

and Guy Chazan

ConocoPhillips reported a $5.44
billion net profit, kicking off a quar-
ter of gargantuan earnings from glo-
bal oil companies that some believe
could be the top of the current cycle.

The second-quarter earnings re-
lease sounded notes of caution that
are likely to be repeated next week
when Exxon Mobil Corp., BP PLC
and other large oil companies re-
port: a weak refining environment,
rising costs and falling production
of crude oil and natural gas.

Oil companies face another is-
sue: oil prices have risen so fast and
so far that demand is eroding. This
could send prices down and turn sec-
ond-quarter earnings into a “peak”
for the sector, notes Lehman Broth-
ers. The bank pointed out that the
cost of oil is 7% of global gross do-
mestic product, the same as when
oil prices topped out in the 1970s.

For the companies, the toughest
challenge remains the struggle to
increase the amount of oil and natu-
ral gas they produce. Western oil
companies are having trouble gain-
ing access to new resources while
existing fields continue to decline.
ConocoPhillip’s output fell 7.8%
from the same period a year earlier.

Record-setting oil prices contin-
ued to fatten the bottom line of
Texas-based ConocoPhillips. It sold
the crude it produced for an average
of $118.01 a barrel, nearly twice the
level of a year before.

Signs that global demand is
weakening have led energy prices to
fall this month, further clouding the
outlook for the rest of the year. Af-
ter hitting a record in early July of
$145.29 on the New York Mercantile
Exchange, oil prices have lost 14%
and closed Wednesday at $124.44.

As expected, income from Cono-
coPhillip’s refining segment was
down significantly as the company
had difficulty raising gasoline
prices to keep pace with high crude-
oil costs. Operating income from re-
fining and marketing was $664 mil-
lion, down 72%.

Chevron Corp., meanwhile, al-
ready has warned investors that it
would report a second-quarter oper-
ating loss in its refining segment of
at least $250 million, marking the
first time since its 2001 merger with
Texaco that this segment lost
money.

There are increasing signs that
cost inflation is eating away at the
companies’ ability to carry high
crude prices to their bottom lines.
ConocoPhillips reported $71.41 bil-
lion in revenue, up 51% from a year
earlier. By comparison, its adjusted
earnings were up only 13%.

In a recent note, Moody’s Inves-
tors Service warned that the indus-
try’s capital and cash operating
costs have increased steadily in re-
cent years, with the average cost of
producing oil and gas more than
doubling to $22.97 a barrel in 2007,
from $9.94 in 2002.

ConocoPhillips spent $2.5 billion
in the second quarter purchasing its
own stock and reiterated plans to
spend $10 billion on share buybacks
this year. It also reported $3.6 bil-
lion in capital spending.

J.P. Morgan analyst Michael LaM-
otte noted that the company’s pro-
duction guidance for the third quar-
ter “echoes the familiar challenges
around production declines” and
said he expected refining earnings
to remain weak.
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NATURAL GAS SHALE
Own a Natural Gas Well.

Experienced operator has drilled
35 consecutive, successful wells in

Natural Gas Shale.
Has undeveloped well
locations in inventory.
Cost $800,000/well.

Operator will drill and manage
investments. Well life

expectancy, 65 plus years.
Generous tax deductions for 2008.

Principles only.
800-246-2576 x106

Own an Energy
Conservation Business
Energy Automation Systems,

Incorporated. Tap into decades of experience
and skill to enjoy an

exciting and profitable career as an indepen-
dent EASI affiliate.

For information call 615-822-7250
or

www.energysavingbusiness.com

SEEKING EQUITY PARTNER
Niche Finance Firm

with fortunate timing, well
positioned for rapid growth,

seeks expansion capital to take
advantage of opportunity.
Call: 800-985-0341

info@adcapfunds.com

Senior Care 25 Home Business
Development owner

in San Francisco Bay Area is seeking I
nvestors/Buyers/JV partners.

Good Profit margins.
Call RK 1-510-377-7964 or
Paul 1-510-377-8686 or

email: RelanMortgage@aol.com

§900,000+ bbls oil PUD
reserves. 6,000 acres

§West Texas $7-$10 per bbl.

"As-is"214-502-5177

Oil Reserves for
Sale/Trade

Up to $3,500,000
Available

PO Box 9006
Providence, RI 02940

RI TAX CREDITS

Have it securitized on residential or
commercial property?
We have 1st lien mortgages w/ max 55%
LTV. Bulk note/REO available.

Want to earn a potential
average of 10-12% on your money?

732.866.8551 (U.S.) info@femtg.com

Are You a Closer?
Shaking hands makes the first

impression, so what are you: a dealmaker or a
dead fish? Captains of Crush$ Grippers--10

strengths for a tailored fit.
The Gold Standard of Hand Grippers.

www.ironmind.com
sales@ironmind.com

DISTRIBUTOR-WEB BASED
National firm seeks distributors nationwide.
No competit ion. Work from home.
Full Time/Part Time. 100K + potential income.

Please Fax resume to
561-697-8370

2 U.S. CASINO
GAMBLING VESSELS

($10.8M FMV, $29.2M Repl. Cost),
700+ gaming/restaurant

positions, strong ports/markets/operations.
Enormous upside.

Buyers/Investors send inquires to:
gbolduc@groomco.com or
call Glenn 978-337-2153
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Boeing net declines 19%
amid defense-job delays

PepsiCo net climbs 9.1%
International sales
grow rapidly, helping
revenue to rise 14%

AT&T shows drop in total access lines

By Betsy McKay

PepsiCo Inc.’s 9.1% rise in second-
quarter profit shows that growing
international sales, price increases
on some products and cost-saving
measures are helping the snack and
beverage company navigate the
weakened U.S. economy.

Beverages are among many con-
sumer products to have been socked
by the slowdown in the U.S. econ-
omy, as consumers cut back on dis-
cretionary spending to save where
they can. The Purchase, N.Y., com-
pany said U.S. sales of Aquafina bot-
tled water experienced a “double-
digit” decline, while sales of juice
and Pepsi-Cola soda also slipped.

But U.S. consumers are still snap-
ping up PepsiCo’s Frito-Lay and
Quaker snack foods, the main driv-
ers of its profit, even though the
company has raised prices on chips
to offset rising costs of vegetable
oils, grains and other commodities.

PepsiCo also benefited from a
weaker dollar as sales continued to
grow rapidly in its beverage and
snack businesses outside North
America. Some analysts have been

concerned that a global economic
slowdown is damping consumer
spending in developing markets.

Indra Nooyi, PepsiCo’s chairman
and chief executive officer, said the
company is “closely monitoring”
each of its markets for signs of weak-
ness but said, “We continue to see
the fundamental long-term growth
opportunities created by low per-
capita consumption, a growing mid-
dle class and share expansion.”

Net income rose to $1.7 billion,
or $1.05 a share, up from $1.56 bil-
lion, or 94 cents a share, a year ear-
lier. The results included gains in
the value of the company’s commod-
ity-hedging positions. Without
those gains, earnings were $1.03 a

share, still ahead of an analysts’ con-
sensus of $1.02 a share, according to
Thomson Reuters.

Revenue rose 14% to $10.9 bil-
lion, and global volume growth was
5%. The weak dollar added four per-
centage points to the revenue gain
and made up three percentage
points of the company’s 12% growth
in operating profit.

“We are tightening our belts,”
Ms. Nooyi said of the company’s ef-
forts to rein in costs. PepsiCo is
weathering the storm in part by
hedging a higher percentage of its
commodities than it has to date, and
taking longer positions. She said the
company already has taken “signifi-
cant positions” for 2009.

PepsiCo also has accelerated pro-
ductivity initiatives. Capturing
waste heat from Doritos ovens to
make steam and installing high-effi-
ciency infrared burners on baking ov-
ens have helped Frito-Lay reduce wa-
ter use by 2% and electricity use by
3% so far this year, the company said.

PepsiCo raised its revenue
growth forecast for this year to the
low-double-digits from an April
forecast of high-single-digit
growth. The company reaffirmed its
expectations for earnings of at least
$3.72 a share.

In late trading on the New York
Stock Exchange, PepsiCo shares
were up $1.37, or 2.1%, at $67.56
apiece.

Vodafone sets stock-buyback plan

Boeing posted a 19% drop in net income after a glitch in its defense business.
Commerical-airplane earnings also fell, but the airline reaffirmed its growth outlook.

By Peter Loftus

Major pharmaceutical company
Pfizer Inc. reported an increase in
its second-quarter net profit, as in-
ternational sales growth helped off-
set generic competition in the U.S.,
while restructuring charges
weighed down profits at Wyeth.

Both drug makers are grappling
with challenges including heavy ge-
neric competition and heightened
scrutiny of drug safety in the U.S.
They are both in cost-cutting mode
in order to weather a difficult pe-
riod until their drug-research ef-
forts begin to bear more fruit.

New York-based Pfizer’s chal-
lenges are many. It derives about one-
fourth of its revenue from one prod-
uct, the cholesterol-lowering drug

Lipitor, which in 2011 will lose its U.S.
market exclusivity and become ex-
posed to generic competition.

Pfizer reported net income of
$2.78 billion, or 41 cents a share, up
from $1.27 billion, or 18 cents a
share, a year earlier.

Sales rose 9.4% to $12.13 billion
from $11.08 billion a year earlier.

Wyeth, based in Madison, N.J.,
said net income declined 6% to $1.12
billion, or 83 cents a share, from
$1.20 billion, or 87 cents, a year ear-
lier. Results for the latest quarter in-
cluded charges of $110.5 million re-
lated to Wyeth’s cost-cutting pro-
gram, which includes the elimination
of about 6% of its work force so far.

Sales rose 5% to $5.9 billion, with
virtually all of the gain coming from
the weak dollar.

Pfizer reports net-profit growth;
restructuring weighs on Wyeth

By J. Lynn Lunsford

Boeing Co.’s net income dropped
19% during the second quarter after
a charge on a troubled defense con-
tract coincided with the delivery of
a number of commercial jetliners
that were sold at bargain prices dur-
ing the last industry slump.

Although the results caught ana-
lysts by surprise, Boeing said it still
plans to meet its projections for
sales and earnings growth for 2008
and 2009, even amid growing con-
cerns that high oil prices could lead
to a wave of order cancellations.

“Right now, the demand for fuel-
efficient new aircraft is still higher
than what we can supply from our
production plans,” said Boeing
Chief Executive Jim McNerney dur-
ing a conference call with analysts
and reporters.

Mr. McNerney said the company
has seen little movement in its or-
der books, but he noted that “we do
expect we could have more defer-
rals and cancellations as our custom-
ers continue to wrestle with the new
energy realities.” If that happens, he
said, Boeing officials believe there
is enough overall demand that air-
lines desperate for earlier delivery
slots will snap up those positions.

The Chicago aerospace compa-
ny’s earnings were hit hardest by a
charge of $250 million, or 22 cents a
share, for delivery delays of an
aerial-surveillance plane for Austra-
lia’s air force. The company re-
ported net income of $852 million,
or $1.16 a share, down from $1.05 bil-

lion, or $1.35 a share, a year earlier.
Revenue slipped to $16.96 billion
from $17.03 billion. The mean fore-
cast by analysts surveyed by Thom-
son Reuters had been for profit of
about $1.22 a share.

The biggest surprise came from
the company’s commercial-air-
planes unit, where operating in-
come was down 19%. Boeing said
that expenses associated with the
Dreamliner program are rising as
the company prepares for full-scale
production. Boeing also delivered
three fewer high-margin 777 wide-
bodies than expected due to parts
shortages, and a handful of aggres-
sively priced single-aisle 737s
helped dilute the numbers further.

The company said the widebody
Dreamliner continues to meet its re-
vamped schedule. Last weekend, me-
chanics successfully tested the first
airplane’s hydraulic system and op-
erated the flight controls for the
first time, a key milestone to reach-
ing its expected first flight during
the fourth quarter.

Boeing said its total backlog of
unfilled orders rose 6% to $346 bil-
lion, driven largely by commercial
airplane orders.

Separately, in a move to shore up
its position in the market for small
unmanned aerial vehicles, Boeing
said Tuesday it is acquiring closely
held Insitu Inc., one of the leading
makers of sophisticated remote-con-
trolled aircraft. Boeing didn’t dis-
close the terms of the deal.
 —August Cole

contributed to this article.

Associated Press

By Steve McGrath

LONDON—Vodafone Group PLC
on Wednesday launched a £1 billion
($2 billion) share-buyback program
in an attempt to boost its share
price following a disappointing reac-
tion to its quarterly results.

The world’s largest mobile-
phone operator by revenue said the
buyback “reflects the board’s belief
that the share price significantly un-
dervalues Vodafone.”

The move worked initially, with
the stock trading up four pence, or
2.8%, at 133 pence shortly after the
open Wednesday. Analysts and trad-
ers said the buyback should give the
shares some support,but there is un-
likely to be a sustained rally until the
company shows it is more resilient.

The stock closed at 131.40 pence.
The company saw its stock fall

more than 13% Tuesday, wiping
about £10 billion off its value, after
it said it expects full-year revenue at
the low end of its previous forecast.
It cited a weakening economy,
which analysts believe could be the
start of a worsening trend.

Theshareshavefallen31%sincethe
start of 2008, underperforming a 17%
dropintheFTSE100,ofwhichitisama-
jor component, and a 30% decline in
the Stoxx Europe 600 telecoms index.

Vodafone blamed the lower fore-
cast on recent economic weakness,
lower-than-expected equipment
revenue and weakness in Spain, Tur-
key, Romania and Egypt.

Deutsche Bank said it thought
the market overreacted to the fiscal-
first-quarter results.

There is little evidence share-buy-
back programs help the share price
of telecommunications companies
“in any material way,” Nomura said
in a note to investors. “Nevertheless
at current prices Vodafone shares
have to be a far more attractive in-
vestment for Vodafone than any
other acquisition target,” it said.

Vodafone said the shares will be
bought at no more than 105% of the
average of the middle market clos-
ing price for the five business days
immediately preceding the date on
which shares are purchased.

CORPORATE NEWS
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By Roger Cheng

AT&T Inc. posted a steep drop in
total access lines in the second quar-
ter, but results were buoyed by con-
tinued growth in wireless and data
services.

The Dallas telecommunications
company reported net income of
$3.77 billion, or 63 cents a share, up
30% from a profit of $2.90 billion, or
47 cents a share, from a year earlier.
Revenue rose 4.7% to $30.87 billion.

Given current economic issues,
many on Wall Street were expecting
a more dire quarter. Shares of AT&T
have slid nearly 20% over the last
two months. “It’s a good quarter in
the face of significant economic
challenges and pessimism,” said
Todd Rosenbluth, an equity analyst
at Standard & Poor’s.

The wireless business continued

to grow in the quarter, with revenue
up 16% and revenue from data ser-
vices, such as text messages, up
52%. Still, it faces pressure from ri-
vals. The company added 1.3 million
net new customers in the quarter,
down 123,000 from a year earlier. It
added 894,000 net new customers
who signed long-term contracts.
The turnover rate for those custom-
ers fell to 1.1% from 1.2%.

The figure falls short of Verizon
Wireless, which said on Tuesday
that it added 1.5 million net new cus-
tomers in the second quarter.

AT&T was hurt by a slowdown in
Apple Inc. iPhone sales as custom-
ers held off on purchases until the re-
lease of the iPhone 3G on July 11, af-
ter the end of the second quarter. Ap-
ple said it sold 717,000 iPhones in
the second quarter. In the first 12
days following the launch of the new

iPhone, AT&T, which is the exclusive
carrier partner for Apple in the U.S.,
said iPhone 3G sales nearly doubled
the mark set by last year’s iPhone.

Wall Street was bracing for a
sharp downturn in the landline busi-
ness. The second quarter is typi-
cally weak because college students
often disconnect their Internet and
phone lines as they go home for the
summer. In addition, many feared
the downturn in consumer spend-
ing and weak housing market would
take its toll on the telecom industry.

AT&T’s total switched access
lines fell 8% to 58.9 million. The com-
pany added 46,000 broadband con-
nections in the second quarter,
which Mr. Rosenbluth said was sur-
prisingly weak. “Broadband has
been a driver for AT&T, and we have
some concern on the impact from
that business,” he said.

The company’s
shares have fallen
31% since the start
of 2008.
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EA Sports gets real in pitch
Actual gamers star
to woo newcomers
to videogame world

WSJ.com
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By Ross Kenneth Urken

A
T A TIME when more peo-
ple than ever are playing
videogames, EA Sports
has been losing market
share. One reason: It has

failed to reach as wide an array of
gamers as some of its competitors.

In an effort to address that gap,
EA Sports, a unit of Electronic Arts

Inc., has scrapped
actors in its new ad
campaign in the

U.S. in favor of actual videogame
players, old and young, male and fe-
male. In one ad, a father discusses
how he bonds with his young daugh-
ter through the “Madden NFL”
American football
game and play-
fully discusses
how he can’t let
her win. In an-
other, two broth-
ers taunt each
other through cas-
cading images of
the virtual field of
“NCAA Football.”
In a third, a nerd
runs his mouth
about a Hail Mary
pass that won
him a game on
“NCAA Football.”
He boasts: “Do
you love this
game? Do you
love college
football? Are
you ready to be
beaten by me
on a regular ba-
sis?”

The ads, cre-
ated by Wieden +
Kennedy and
shot by movie di-
rector Errol Mor-
ris in a documen-
tary style, aim to
bury the notion of
gaming as a soli-
tary and passive ac-
tivity. The spots
also seek to remind
people that women
are fast becoming a
force in gaming.
They currently make up 40% of the
gaming population, and females
over 18 are playing almost twice as
much as males under 17, according
to the Entertainment Software Asso-
ciation, a trade group.

Electronic Arts had been on the
forward edge of marketing among
gaming companies, with its use of
celebrities like Tiger Woods and
filmmakers like Joe Pytka and
Jesse Dylan (Bob Dylan’s son) to or-
chestrate the message. The risk
with this new, more inclusive mes-
sage, of course, is that it could
alienate the company’s hardcore

fans, says Benjamin Schachter, an
analyst at UBS.

But the company has little
choice: Even though it has barely
any competition in the sports seg-
ment of the gaming business, its
share of the videogame market
dropped to 14% in the first quarter
of 2008 from 23% in the first quar-
ter of 2006. (That’s one reason the
company has launched a hostile
takeover of Take-Two Interactive
Software Inc., which owns 2K
Sports, a division that specializes in
sports-gaming titles.)

Jeetil Patel, an equity analyst at
Deutsche Bank, attributes EA’s slide
to rising development costs and in-
creased competition. A typical
game now cost EA Sports $30 mil-
lion to make, double the figure from
two years ago. At the same time, in-
teractive games like “Wii Fitness”
and “Guitar Hero” that reach a
broader consumer base are rising in
popularity, he says.

Walking that line of trying to ap-
peal to a broader audience without
turning off the most-loyal players is
a challenge for all gaming compa-
nies. As games get more realistic,
they often get harder to play and
more technical. That’s a thrill for
gaming junkies but can be intimidat-
ing for casual players. One way that
companies including EA Sports
have tried to deal with this is by re-
leasing “All Play” versions of some
of their games that feature simpli-
fied controls.

Mr. Morris, whose documentary
films include “The Thin Blue Line,”

an investigation into the 1976 mur-
der of a police officer, and “The Fog
of War,” a look at the Vietnam War
through the eyes of former U.S. De-
fense Secretary Robert S. Mc-
Namara, has directed hundreds of
commercials for companies such as
Nike, Reebok and Adidas.

He says he’s not a gamer—this
was his first gaming commercial—
but is intrigued by people who have
fixations. “Very simply, if someone
tells me there’s a group of really ob-
sessional people I would like you to
talk to, I respond immediately,” says
Mr. Morris.

In filming the spots, Mr. Morris
says he turned the camera on and
simply let the gamers speak. To cre-
ate more intimacy, he used his
trusty “Interrotron”—a device he pi-
oneered in 1991 when filming “A
Brief History of Time.” It consists of
two cameras with teleprompters on
top so the interviewees can speak to
the camera and yet also see the re-

corded face of the inter-
viewer. Some of the ads
feature stars like basket-
ball player Tony Parker,
Snoop Dogg and Tiger
Woods talking about
their own connection to

EA Sports games.
Wieden + Kennedy found the

gamers on gaming sites like IGN.
com and GameSpot.com, gaming
blogs like NCAAStrategies.com, and
through Craigslist postings. After re-
ceiving written responses and You-
Tube videos from gamers, the com-
pany chose 60 potential candidates
for screen tests, from which Mr. Mor-
ris chose the final cut based on a
gamer’s enthusiasm on screen.

P
EOPLE who work for large
corporations are used to hav-
ing their email, contacts and

calendar appointments synchro-
nized instantly among their vari-
ous computers and smart phones.
But average consumers haven’t had
an easy way to do that. They often
waste a lot of time manually syn-
chronizing calendars and contacts,
or waiting for email to be fetched.

So it was a big deal when Ap-
ple announced a new service that,
for $100 a year, would bring corpo-
rate-type synchronization of
email, calendars and contacts to
anyone. It was even better that Ap-
ple promised that the service,
called MobileMe, would work on
Windows computers as well as on
the company’s own Macintosh
computers, iPhones and iPod
Touch hand-helds. To top it off,
Apple threw in 20 gigabytes of on-
line storage, a suite of Web-based
applications, the ability to synchro-
nize browser bookmarks and an
online photo gallery.

Unfortunately, after a week of
intense testing of the service, I
can’t recommend it, at least in its
current state. It’s a great idea,
but, as of now, MobileMe has too
many flaws to keep its promises.

I am not referring to the
launch glitches that plagued Mo-
bileMe earlier this month, such as
servers that couldn’t keep up with
the traffic, and email outages that,
for some users, persist as I write
this. Those were bad, but they
have eased considerably. Apple
has already apologized for them
and is giving customers an extra
30 days on their subscriptions to
make up for the poor start. The
problems I am citing are systemic.

Here’s how it’s supposed to
work. You subscribe to MobileMe
and set up a new MobileMe email
account, which can also suck in
email from your current address.
Your MobileMe email is pushed to
your Windows computer using
your choice of Microsoft Outlook,
Outlook Express, or the new Win-
dows Mail program. It’s also
pushed to your Mac using the
built-in Apple Mail program. And
it shows up instantly on your
iPhone in the phone’s built-in
email program.

S
IMILARLY, if you add, delete
or change a calendar entry
or a contact on any of the de-

vices, the change automatically is
reflected on all the others. In Win-
dows, the MobileMe calendar
shows up in Outlook, and the con-
tacts can be viewed in Outlook,
the Windows Address Book, or
Windows Contacts. On the Mac,
the calendar and contacts appear
in the built-in iCal and Address
Book programs. On the iPhone, Mo-
bileMe uses the built-in Contacts
and Calendar programs.

Bookmarks can be synchronized

using either the Mac or Windows
versions of Apple’s Safari Web
browser, or Internet Explorer 7 on
Windows.

At the MobileMe Web site, us-
ing any computer, you can send
and receive email via a sophisti-
cated Web-mail program, and
view and edit your calendar and
contacts. Changes made on the
Web site instantly show up on
your computers and your iPhone,
and vice versa.

B
UT IN MY tests, using two
Macs, two Dell computers and
two iPhones, I ran into prob-

lem after problem. One big issue is
that, while changes made on the
Web site or the iPhone are instantly
pushed to the computers, changes
made on computers are only synced
every 15 minutes, at best. Apple has
admitted that this is a problem, and
says it is working on it.

But there’s more. The Web site
was sluggish, and occasionally cal-
endar entries wouldn’t load at all.
Sometimes, you have to manually
refresh the Web pages to see
changes made on your devices.
And when I tried to open my Web-
based file-storage page directly
from the MobileMe control panel
on Windows, I got an error mes-
sage on both Dells.

My MobileMe calendar, which
originated on a Mac, didn’t flow
into the main Outlook calendar,
but appeared as a separate calen-
dar in Outlook, which was only vis-
ible by changing settings. My ad-
dress-book groups on the Mac,
which are simply distribution
lists, didn’t show up as distribu-
tion lists in Outlook but as sepa-
rate address books, and also
weren’t immediately visible. Apple
blames Outlook quirks for these
issues, but in my view, it should
have overcome them.

Other problems abounded. On
one occasion, my synced contacts
on the iPhone appeared as names
only, without any information.

When my Apple Mail program
used rules I had set up to automati-
cally file certain emails into local
folders instead of leaving them in
the inbox, they simply disappeared
from my MobileMe account on the
iPhone and the Web site.

Twice, MobileMe was unable to
sync my bookmarks at all, and
when it did, their order was scram-
bled. When I synced contacts to
my iPhone, my custom ringtones
for particular contacts were lost
and had to be reselected.

Apple explained each of my prob-
lems, sometimes helping me with
workarounds, sometimes claiming
they were rare, other times saying
that it was working on fixes.

If Apple does get MobileMe work-
ing smoothly, it could be a terrific
service. But it’s way too ragged now.

Email him at mossberg@wsj.com.
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Iberdrola Renovables SA

Spanish renewable-energy com-
pany Iberdrola Renovables SA said
its net profit more than tripled in
the first half from a year earlier. The
world’s biggest wind-power genera-
tor said its net profit rose to Œ194
million ($306.1 million) for the six
months through June 30, from Œ46
million in the year-earlier period.
Profit was boosted by the incorpora-
tion in late 2007 of the wind-power
assets of Scottish Power PLC. An in-
crease in installed capacity and
higher electricity prices also
helped, said Chief Executive Xabier
Viteri on a conference call. Iber-
drola Renovables has incorporated
851 megawatts in new capacity in
the first half, 82% of which is out-
side Spain. First-half revenue more
than doubled to Œ937.7 million, up
from Œ349 million a year earlier.

KPN NV

Dutch telecommunications oper-
ator KPN NV’s second-quarter net
profit fell 12%, hurt by higher taxes
and interest payments. Net profit de-
clined to Œ353 million ($557 million)
from Œ400 million a year earlier.
Revenue was up 22% to Œ3.66 billion
from Œ3.01 billion, boosted in part
by the acquisition of information-
technology-services company Ge-
tronics and Belgian mobile operator
Base. KPN confirmed its outlook for
2008, reiterating that capital expen-
diture for the year is expected to be
about Œ2 billion and free cash flow
at least Œ2.4 billion. KPN said it now
sees earnings before interest, taxes,
depreciation and amortization, or
Ebitda, for the Netherlands as flat,
compared with its previous forecast
for a Œ100 million Ebitda decline.
Analysts said the company’s under-
lying performance was better than
expected.

GLOBAL BUSINESS BRIEFS

Philip Morris International Inc.

Philip Morris International Inc.,
the cigarette marketer spun off
from Altria Inc., posted a 23% rise in
second-quarter net income on in-
creased sales of Marlboros around
the world and beneficial foreign-cur-
rency translations. The company,
which sells only outside of the U.S.,
again boosted its 2008 earnings
guidance. Philip Morris Interna-
tional now expects earnings growth
this year of 19% to 21% to $3.32 to
$3.38. April’s boosted target was
14% to 16%. Profit in the latest quar-
ter rose to $1.82 billion, or 86 cents
a share, from $1.48 billion, or 70
cents, a year earlier. Revenue rose
20% to $16.7 billion. Excluding cur-
rency fluctuations, revenue in-
creased 4%.

Telenor ASA

Norwegian telecommunications
operator Telenor ASA said that sec-
ond-quarter net profit rose 8.7%,
but it reduced its revenue-growth
outlook on economic concerns. Net
profit rose to 3.54 billion kroner
($692.8 million) from 3.25 billion
kroner a year earlier. Revenue in-
creased 2.9% to 23.84 billion kroner
from 23.16 billion kroner. Telenor
said it now expects 2008 revenue
growth of about 3%, down from a
previous forecast of 5%, excluding
its Ukrainian unit Kyivstar. Mean-
while, smaller Swedish rival Tele2
AB reported a narrower second-
quarter loss and said it would con-
tinue its growth plan in the former
Soviet Union.

CORPORATE
NEWS

—Compiled from staff
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Continental AG

Board rejects takeover offer
from Schaeffler Group

Continental AG’s supervisory
board Wednesday rejected the
Œ11.3 billion (US$17.8 billion) take-
over offer from Schaeffler Group,
saying it doesn’t value the company
adequately, but added that an agree-
ment with the closely held German
engineering company is desirable.
Continental said it is willing to en-
ter talks with Schaeffler if the engi-
neering company will negotiate
about a premium for Continental
shareholders or limiting their tar-
geted stake. Last week, Continen-
tal’s executive board rejected the of-
fer, calling it opportunistic and well
below the valuation the company
puts on itself. Schaeffler on Sunday
said it still wants a stake of more
than 30% instead of the 20% Conti-
nental is willing to negotiate.

De Beers SA

De Beers SA, the world’s largest
diamond company, posted a 9.7%
drop in first-half net profit, dented
by higher taxes, but said rough-dia-
mond sales were up 10% because of
higher gem prices. Net profit fell to
$316 million from $350 million a
year earlier. Before taxes, income
was up 20%, the Johannesburg-
based company said. Overall sales
rose 9.9% to $3.74 billion from $3.4
billion, including $3.3 billion in
sales of rough diamonds. But De
Beers warned that the turmoil in the
U.S. economy could hurt demand
for diamonds in the second half. Pro-
duction for the first six months was
24.2 million carats, marginally
down from a year earlier.

Deutsche Telekom AG

Deutsche Telekom AG said it will
reduce the work force in its busi-
ness-customer unit, T-Systems. The
Germany-based telecommunica-
tions company will introduce a vol-
untary-severance package this fall,
but won’t rule out future job cuts.
Deutsche Telekom declined to com-
ment on the number of jobs af-
fected. Severance, based on an em-
ployee’s age and length of employ-
ment, will be offered to managerial
and nonmanagerial staff, the com-
pany said. Separately, Austrian con-
struction company Strabag SE said
it will buy facility-management com-
pany Deutsche Telekom Immobilien
& Service GmbH, or DeTeImmo-
bilien, a 100% subsidiary of Deut-
sche Telekom. The companies de-
clined to disclose the value of the
deal. DeTeImmobilien employs
about 6,240 people.

By David Kesmodel

Anheuser-Busch Cos., which
agreed this month to be acquired by
Belgium’s InBev NV, reported a mod-
est increase in second-quarter
profit Wednesday, as the beer giant
raised prices and drinkers embraced
its new Bud Light Lime brand.

The St. Louis brewer said net in-
come rose 1.8% to $689 million, or
95 cents a share, from $677 million,
or 88 cents a share, a year earlier.
Net sales rose 4.6% to $4.7 billion.

The Budweiser maker, which con-
trols nearly half the U.S. beer mar-
ket, agreed July 13 to be bought by
InBev, brewer of Beck’s and Brahma,
for $52 billion in cash. The deal,
which will create the world’s largest
brewer, is expected to close by year
end.

Anheuser said sales to retailers,
a key measure of a beer maker’s per-
formance, rose 0.4% in the quarter
ended June 30. The timing of the
July 4 Independence Day holiday
this year made for a difficult compar-
ison against the 2007 period, the
brewer said.

The company has boosted sales
in part by successfully introducing

new products, including Bud
Chelada and Landshark Lager. An-
heuser began selling Bud Light
Lime, a lime-infused version of the
world’s best-selling beer, in May,
backed by an aggressive advertising
campaign.

“The series of initiatives that we
have taken in the last two years to
better position the company for
long-term growth are gaining trac-
tion with consumers,” Chief Finan-
cial Officer Randy Baker said in a
conference call with analysts.

The brewer’s results were again
hurt by lower income from invest-
ments in other brewers. Such in-
come, which comes largely from the
beer maker’s 50% stake in Mexico’s
Grupo Modelo SA, fell 14% to $167
million from $194 million a year ear-
lier. Anheuser cited higher costs for
raw materials and operations at
Modelo, maker of Corona Extra and
Pacifico.

Anheuser said it is accelerating
plans to raise beer prices, respond-
ing to rising costs for commodities
such as barley and rice. It will in-
crease prices roughly 3% to 4% for
the majority of its U.S. products in
September and October.

In a few markets, beer drinkers
are “trading down” to the compa-
ny’s economy brands amid the slow-
ing U.S. economy, Mr. Baker said,
but “we have a healthy industry and
a healthy pricing environment.”

He said the planned integration
with InBev “is going relatively well.
It’s early in the process.”

The company also said Wednes-
day that it raised its quarterly divi-
dend to 37 cents a share from 33
cents. Anheuser shares were up four
cents at $67.29 in late afternoon
trading on the New York Stock Ex-
change.

Lonza Group AG

Lonza Group AG reported an
83% jump in first-half net profit,
boosted by the sale of its stake in
Polynt SpA. The Switzerland-based
maker of ingredients for the phar-
maceutical, health care and life-sci-
ence industries said net profit in-
creased to 267 million Swiss francs
($259 million) from 146 million
Swiss francs a year earlier. The earn-
ings were lifted by a book gain of 91
billion Swiss francs from the Polynt
sale, which was wrapped up in April.
Sales climbed 6.5% to 1.46 billion
Swiss francs from 1.37 billion Swiss
francs, thanks to an improved prod-
uct mix, higher pricing and effi-
ciency improvements. Lonza con-
firmed targets, though Chief Execu-
tive Stefan Borgas said that the sec-
ond half will be weaker than the
first, because customers have post-
poned a number of projects.

McDonald’s Corp.

McDonald’s Corp. reversed a
year-earlier second-quarter loss
caused by the sale of its Latin Ameri-
can and Caribbean restaurants, as
the company continued to show
strong global growth. The
U.S.-based fast-food chain, which
has made a big bet on lattes and cap-
puccinos in an effort to compete
with Starbucks Corp., reported net
income of $1.19 billion, or $1.04 a
share, compared with a year-earlier
net loss of $711.7 million, or 60 cents
a share. Revenue rose 4% to $6.08
billion. Sales at restaurants open at
least 13 months, or same-store
sales, rose 6.1% globally and 3.4% in
the U.S. Wall Street was expecting a
solid gain.

Yahoo Inc.

Proxy advisory firm Glass Lewis
& Co. harshly criticized three Yahoo
Inc. board members, recommend-
ing their ouster at the company’s an-
nual shareholder meeting. In a re-
port, Glass Lewis said shareholders
should vote against re-electing Ya-
hoo Chairman Roy Bostock and di-
rectors Ron Burkle and Arthur
Kern. All three are on the compa-
ny’s compensation committee,
which Glass Lewis criticized for im-
plementing controversial sever-
ance plans and for failing to pay ex-
ecutives relative to the company’s
performance. All of Yahoo’s direc-
tors are up for re-election at the
Aug. 1 annual meeting.

Daily Mail & General Trust PLC

Daily Mail & General Trust PLC
warned of continuing declines in
U.K. advertising in its fiscal-third-
quarter update. The London-based
media group said sales in the three
months ended June 30 rose 5% com-
pared with a year earlier, reflecting
a strong showing from its busi-
ness-to-business divisions that off-
set declines in regional-newspaper
revenue. Daily Mail derives about
50% of its operating profit from non-
newspaper business-to-business op-
erations, including a 67% stake in Eu-
romoney Institutional Investor
PLC, where sales rose 13% in the fis-
cal third quarter, and DMG Informa-
tion, which reported a 6% rise in
sales. But overall sales at Daily
Mail’s national division, Associated
Newspapers, rose a marginal 0.4%.

Deutsche Post AG

European Union regulators for-
bid express-cargo company DHL
from receiving guarantees of as
much as Œ500 million ($789 million)
from Germany for establishing its Eu-
ropean hub at the Leipzig-Halle air-
port. The deal between DHL, a sub-
sidiary of Deutsche Post AG, and Ger-
many violates EU rules against gov-
ernment subsidization of industry,
said the European Commission. How-
ever, the commission did approve
Œ350 million in public investments
for a southern runway at Leipzig-
Halle airport. Under the agreement,
DHL would have been guaranteed as
much as Œ500 million over 30 years
from the German state of Saxony if
the airport couldn’t build the new
runway. DHL will have to repay the
money it already received, which to-
taled less than Œ1 million, said an EU
antitrust spokesman.

Anheuser said it is
accelerating plans to
raise beer prices due
to rising costs.

Anheuser’s net
increases 1.8%;
new-drinks boost

Merck KGaA

Merck KGaA said second-quarter
net profit more than doubled from a
year earlier, when charges hurt the
German pharmaceutical-and-chemi-
cal company’s earnings. Net profit in-
creased to Œ207.4 million ($327.3 mil-
lion) from Œ85.5 million. Merck,
which became Europe’s largest bio-
technology company after purchas-
ing Serono in 2006, said that write-
offs related to the Serono acquisi-
tion, as well as high interest pay-
ments on debt it took on to finance
the purchase, hurt 2007 earnings.
Revenue, which includes royalty in-
come, rose 6.1% to Œ1.9 billion from
Œ1.79 billion, curbed by unfavorable
currency fluctuations. Sales of can-
cer drug Erbitux rose 24% to Œ145
million, while revenue from multiple-
sclerosis treatment Rebif increased
2.8% to Œ320 million. The company
confirmed its 2008 outlook, despite
currency head winds that will likely
continue to weigh down revenue.

Roche Holding AG

Switzerland-based pharmaceuti-
cal company Roche Holding AG said
it plans to buy Arius Research Inc.
of Canada for 191 million Canadian
dollars (US$189 million), the latest
in a series of purchases of North
American biotechnology compa-
nies. Roche said the move would
give it access to a new screening
platform for antibody therapeutics,
FunctionFIRST, which rapidly identi-
fies and selects antibodies based on
their ability to affect disease before
progressing into clinical develop-
ment. Lee Babiss, head of global re-
search at Roche, said Function-
FIRST will help Roche strengthen
its developmental portfolio, provid-
ing it with a library of antibodies.

STMicroelectronics NV

Switzerland-based STMicroelec-
tronics NV, one of Europe’s largest
chip makers, posted a narrower sec-
ond-quarter loss but trimmed its fore-
cast for semiconductor market
growth in 2008, citing the deteriorat-
ing macroeconomic environment.
Still, the company said it expects to
continue to expand its market share.
Chief Executive Carlo Bozotti said ST-
Micro revised its market-growth fore-
cast to a range of 4% to 5% from a pre-
vious forecast of 4% to 6%. STMicro re-
ported a net loss of $47 million for the
quarter, compared with a year-earlier
loss of $758 million. Profitability was
again stifled by the dollar’s decline
against the euro. Revenue fell 1.1% to
$2.39 billion after the company spun
off its flash-memory division into a
joint venture with Intel Corp. Strip-
ping out the impact of that division,
revenue would have risen 15%.

BP PLC

A court in Tyumen, Russia, up-
held a lawsuit barring staff from U.K.
oil company BP PLC from working at
its Russian joint venture TNK-BP Ltd.
The action was initiated by tiny Mos-
cow-based brokerage ZAO Tetlis,
which owns a small stake in a pub-
licly traded unit of TNK-BP and ob-
jected to the fees paid by that com-
pany to BP’s technical specialists. BP,
which has faced a barrage of pressure
amid a bitter fight with its Russian
partners for control of TNK-BP, with-
drew the last of its 148 specialists
Tuesday. Tetlis first won a court or-
der blocking the use of BP staff in
May, although BP won an injunction
lifting that ban in mid-July. Tetlis gen-
eral director Aleksandr Tagaev said
he is very satisfied with the court’s
decision but thinks TNK-BP will prob-
ably appeal. TNK-BP, half-owned by
BP, wasn’t available for comment.
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Dow Jones and Dow Jones Stoxx Indexes
Price-to- Price-to-

Dividend earnings PERFORMANCE (euros) PERFORMANCE (U.S. dollars) Dividend earnings PERFORMANCE (euros) PERFORMANCE (U.S. dollars)
yield* ratio* Dows Jones Index Last Daily 52-wk. Last Daily 52-wk. yield* ratio* Dows Jones Index Last Daily 52-wk. Last Daily 52-wk.

2.63% 13 World -a % % 263.07 0.65% –14.2% 9.14% 6 Stoxx Select Dividend 30 1751.10 4.56% –46.1% 2352.28 3.64% –38.2%

2.63% 13 Stoxx Global 1800 217.90 1.20% –25.2% 255.97 0.53% –14.1% 5.11% 7 Euro Stoxx Select Div 30 2235.10 3.03% –33.3% 3014.04 2.12% –23.6%

3.41% 11 Stoxx 600 286.80 2.09% –25.6% 336.18 1.19% –14.8% 5.05% 13 U.S. Select Dividend -b % % 711.06 0.89% –22.1%

3.52% 11 Stoxx Large 200 308.70 2.09% –24.8% 359.90 1.18% –13.9% 9.10% 11 Australia LPT -b, c 1596.80 6.21% –33.8% % %

2.83% 12 Stoxx Mid 200 257.70 1.88% –28.9% 300.45 0.98% –18.6% 3.11% 12 Sustainability 900.50 1.25% –25.1% 1196.04 0.58% –14.0%

3.04% 11 Stoxx Small 200 162.60 2.65% –29.1% 189.47 1.74% –18.8% 2.05% 15 Islamic Market -a % % 2186.48 –0.17% –8.0%

2.27% 14 Stoxx Growth 1378.60 1.75% –20.7% 1903.48 0.85% –9.1% 2.41% 13 Islamic Market 100 1709.20 0.38% –21.4% 2301.18 –0.28% –9.8%

4.59% 9 Stoxx Value 1291.50 2.36% –27.7% 1783.93 1.45% –17.2% 5.05% 8 Islamic Turkey -c 2784.20 2.26% –10.5% % %

3.28% 11 Euro Stoxx 320.70 1.94% –24.3% 375.95 1.04% –13.3% 5.82% 19 Bahrain -c 239.90 –0.11% 12.7% % %

3.39% 11 Euro Stoxx Large 200 343.50 1.99% –24.1% 400.16 1.09% –13.0% 2.04% 19 Wilshire 5000 % % 13075.46 0.21% –14.5%

2.76% 12 Euro Stoxx Mid 200 294.00 1.52% –24.6% 342.41 0.62% –13.6% % DJ-AIG Commodity 181.90 –0.33% 6.8% 207.33 –1.21% 22.3%

2.83% 11 Euro Stoxx Small 200 178.20 2.20% –26.5% 207.39 1.30% –15.9% % Euro Currency 125.80 % 11.3% % %

*Fundamentals are based on data in U.S. dollar. Footnotes: a-in US dollar. b-dividends reinvested. c-in local currency. Note: All data as of 2 p.m. ET. Source: Dow Jones Indexes

Cross rates U.S.-dollar and euro foreign-exchange rates in global trading

USD GBP CHF SEK RUB NOK JPY ILS EUR DKK CDN AUD

Australia 1.0378 2.0723 0.9999 0.1722 0.0444 0.2015 0.0096 0.2979 1.6299 0.2184 1.0288 ...

 Canada 1.0088 2.0143 0.9719 0.1674 0.0432 0.1959 0.0094 0.2895 1.5842 0.2123 ... 0.9720

 Denmark 4.7515 9.4878 4.5778 0.7883 0.2035 0.9226 0.0441 1.3638 7.4622 ... 4.7103 4.5783

 Euro 0.6367 1.2714 0.6135 0.1056 0.0273 0.1236 0.0059 0.1828 ... 0.1340 0.6312 0.6135

 Israel 3.4840 6.9569 3.3566 0.5780 0.1492 0.6765 0.0323 ... 5.4716 0.7332 3.4538 3.3570

 Japan 107.7400 215.1352 103.8008 17.8753 4.6138 20.9192 ... 30.9242 169.2057 22.6749 106.8055 103.8129

 Norway 5.1503 10.2841 4.9620 0.8545 0.2206 ... 0.0478 1.4783 8.0885 1.0839 5.1056 4.9626

 Russia 23.3518 46.6288 22.4980 3.8743 ... 4.5341 0.2167 6.7026 36.6739 4.9146 23.1492 22.5006

 Sweden 6.0273 12.0353 5.8069 ... 0.2581 1.1703 0.0559 1.7300 9.4659 1.2685 5.9750 5.8076

 Switzerland 1.0380 2.0726 ... 0.1722 0.0444 0.2015 0.0096 0.2979 1.6301 0.2184 1.0289 1.0001

 U.K. 0.5008 ... 0.4825 0.0831 0.0214 0.0972 0.0046 0.1437 0.7865 0.1054 0.4965 0.4825

 U.S. ... 1.9968 0.9634 0.1659 0.0428 0.1942 0.0093 0.2870 1.5705 0.2105 0.9913 0.9636

Source: Reuters via WSJ Market Data Group

Reuters Group PLC is the primary data provider for several statistical tables in The Wall Street Journal, including foreign stock quotations, futures and futures
options prices, and foreign exchange tables. Reuters real-time data feeds are used to calculate various Dow Jones Indexes.

WSJ.com

Commodities Prices of futures contracts with the most open interest
EXCHANGE LEGEND: CBOT: Chicago Board of Trade; CME: Chicago Mercantile Exchange; ICE-US: ICE Futures U.S.MDEX: Bursa Malaysia
Derivatives Berhad; LIFFE: London International Financial Futures Exchange; COMEX: Commodity Exchange; LME: London Metals Exchange;
NYMEX: New York Mercantile Exchange;ICE-EU: ICE Futures Europe

ONE-DAY CHANGE Contract Contract
Commodity Exchange Last price Net Percentage high low

Corn (cents/bu.) CBOT 590.50 –1.75 –0.30% 799.25 258.50
Soybeans (cents/bu.) CBOT 1384.00 –25.00 –1.77 1,636.75 622.00
Wheat (cents/bu.) CBOT 783.25 –13.50 –1.69 1,278.00 499.00
Live cattle (cents/lb.) CME 105.500 0.900 0.86% 113.200 96.200
Cocoa ($/ton) ICE-US 2,754 –28 –1.01 3,290 1,818
Coffee (cents/lb.) ICE-US 135.95 –1.50 –1.09 176.05 120.75
Sugar (cents/lb.) ICE-US 12.09 0.08 0.67 15.43 9.72
Cotton (cents/lb.) ICE-US 72.92 1.36 1.90 98.45 59.20
Crude palm oil (ringgit/ton) MDEX 3,027.00 –225 –6.92 3,741 3,027
Cocoa (pounds/ton) LIFFE 1,445 –7 –0.48 1,748 931
Robusta coffee ($/ton) LIFFE 2,311 –63 –2.65 2,840 1,488

Copper (cents/lb.) COMEX 365.75 –3.30 –0.89 422.00 276.00
Gold ($/troy oz.) COMEX 922.80 –25.70 –2.71 1,039.80 687.40
Silver (cents/troy oz.) COMEX 1745.80 –54.70 –3.04 2,132.00 1,241.50
Aluminum ($/ton) LME 3,016.00 –54.00 –1.76 3,340.00 2,375.00
Tin ($/ton) LME 23,345.00 –205.00 –0.87 25,450 13,525
Copper ($/ton) LME 8,109.00 –116.00 –1.41 8,811.00 6,335.00
Lead ($/ton) LME 2,125.00 –15.00 –0.70 3,875.00 1,564.00
Zinc ($/ton) LME 1,895.00 unch. unch. 3,750.00 1,761.00
Nickel ($/ton) LME 20,400 –150 –0.73 34,050 20,400

Crude oil ($/bbl.) NYMEX 124.44 –3.98 –3.10 147.90 66.86
Heating oil ($/gal.) NYMEX 3.5780 –0.1253 –3.38 4.1919 1.8600
RBOB gasoline ($/gal.) NYMEX 3.0529 –0.1155 –3.65 3.6503 1.9600
Natural gas ($/mmBtu) NYMEX 9.810 –0.333 –3.28 13.752 4.600
Brent crude ($/bbl.) ICE-EU 126.38 –4.13 –3.16 148.99 74.80
Gas oil ($/ton) ICE-EU 1,177.00 –18.50 –1.55 1,347.25 595.00

Source: Reuters; WSJ Market Data Group

Currencies London close on July 23
Per In

AMERICAS Per euro In euros U.S. dollar U.S. dollars

Argentina peso-a 4.7488 0.2106 3.0238 0.3307

Brazil real 2.4866 0.4022 1.5833 0.6316
Canada dollar 1.5842 0.6312 1.0088 0.9913

1-mo. forward 1.5849 0.6309 1.0092 0.9909
3-mos. forward 1.5858 0.6306 1.0097 0.9904
6-mos. forward 1.5866 0.6303 1.0103 0.9899

Chile peso 776.38 0.001288 494.35 0.002023
Colombia peso 2777.98 0.0003600 1768.85 0.0005653
Ecuador US dollar-f 1.5705 0.6367 1 1
Mexico peso-a 15.7839 0.0634 10.0503 0.0995
Peru sol 4.4563 0.2244 2.8375 0.3524
Uruguay peso-e 30.075 0.0333 19.150 0.0522
U.S. dollar 1.5705 0.6367 1 1
Venezuela bolivar 3372.33 0.000297 2147.30 0.000466

ASIA-PACIFIC
Australia dollar 1.6299 0.6135 1.0378 0.9636
China yuan 10.7260 0.0932 6.8297 0.1464
Hong Kong dollar 12.2491 0.0816 7.7995 0.1282
India rupee 66.063 0.0151 42.065 0.0238
Indonesia rupiah 14358 0.0000697 9142 0.0001094
Japan yen 169.21 0.005910 107.74 0.009282

1-mo. forward 168.92 0.005920 107.56 0.009298
3-mos. forward 168.29 0.005942 107.16 0.009332
6-mos. forward 167.24 0.005979 106.49 0.009391

Malaysia ringgit-c 5.0876 0.1966 3.2395 0.3087
New Zealand dollar 2.0912 0.4782 1.3316 0.7510
Pakistan rupee 110.799 0.0090 70.550 0.0142
Philippines peso 68.953 0.0145 43.905 0.0228
Singapore dollar 2.1440 0.4664 1.3652 0.7325
South Korea won 1586.21 0.0006304 1010.00 0.0009901
Taiwan dollar 47.732 0.02095 30.393 0.03290
Thailand baht 52.490 0.01905 33.423 0.02992

Per In
EUROPE Per euro In euros U.S. dollar U.S. dollars

Euro zone euro 1 1 0.6367 1.5705
1-mo. forward 1.0016 0.9984 0.6378 1.5680
3-mos. forward 1.0049 0.9951 0.6399 1.5628
6-mos. forward 1.0093 0.9908 0.6427 1.5560

Czech Rep. koruna-b 23.818 0.0420 15.166 0.0659
Denmark krone 7.4622 0.1340 4.7515 0.2105
Hungary forint 234.04 0.004273 149.02 0.006711
Malta lira 0.4601 2.1736 0.2929 3.4137
Norway krone 8.0885 0.1236 5.1503 0.1942
Poland zloty 3.2611 0.3066 2.0765 0.4816
Russia ruble-d 36.674 0.02727 23.352 0.04282
Slovak Rep. koruna 30.3860 0.03291 19.3480 0.05168
Sweden krona 9.4659 0.1056 6.0273 0.1659
Switzerland franc 1.6301 0.6135 1.0380 0.9634

1-mo. forward 1.6296 0.6136 1.0376 0.9637
3-mos. forward 1.6287 0.6140 1.0370 0.9643
6-mos. forward 1.6268 0.6147 1.0359 0.9654

Turkey lira 1.8906 0.5289 1.2039 0.8307
U.K. pound 0.7865 1.2714 0.5008 1.9968

1-mo. forward 0.7884 1.2684 0.5020 1.9921
3-mos. forward 0.7919 1.2627 0.5043 1.9831
6-mos. forward 0.7969 1.2548 0.5074 1.9707

MIDDLE EAST/AFRICA
Bahrain dinar 0.5921 1.6889 0.3770 2.6524
Egypt pound-a 8.3174 0.1202 5.2960 0.1888
Israel shekel 5.4716 0.1828 3.4840 0.2870
Jordan dinar 1.1115 0.8997 0.7078 1.4129
Kuwait dinar 0.4172 2.3968 0.2657 3.7642
Lebanon pound 2367.53 0.0004224 1507.50 0.0006634
Saudi Arabia riyal 5.8886 0.1698 3.7495 0.2667
South Africa rand 11.8263 0.0846 7.5303 0.1328
United Arab dirham 5.7684 0.1734 3.6730 0.2723
SDR -f 0.9645 1.0368 0.6141 1.6283

a-floating rate b-commercial rate c-government rate c-commercial rate d-Russian Central Bank rate f-Special Drawing Rights from the Inter-
national Monetary Fund ; based on exchange rates for U.S., British and Japanese currencies.
Note: Based on trading among banks in amounts of $1 million and more, as quoted by Reuters.

Major stock market indexes Stock indexes from around the world, grouped by region. Shown in local-currency terms.

Price-to- PREVIOUS SESSION PERFORMANCE

earnings ratio* Region/Country Index Close Net change Percentage change Yr.-to-date 52-wk.

Price-to- PREVIOUS SESSION PERFORMANCE

earnings ratio* Region/Country Index Close Net change Percentage change Yr.-to-date 52-wk.

 11 EUROPE DJ Stoxx 600 286.77 5.87 2.09% –21.4% –25.6%

 11 DJ Stoxx 50 2890.68 59.35 2.10 –21.5% –24.8%

 11 Euro Zone DJ Euro Stoxx 320.69 6.10 1.94 –22.7% –24.3%

 10 DJ Euro Stoxx 50 3387.50 61.26 1.84 –23.0% –22.3%

 11 Austria ATX 3722.53 58.96 1.61 –17.5% –22.2%

 9 Belgium Bel-20 3144.82 85.87 2.81 –23.8% –29.9%

 13 Czech Republic PX 1475.0 38.6 2.69 –18.7% –20.3%

 13 Denmark OMX Copenhagen 386.43 9.32 2.47 –13.9% –20.6%

 12 Finland OMX Helsinki 8529.04 –10.98 –0.13% –26.5% –23.9%

 10 France CAC-40 4408.74 81.48 1.88 –21.5% –24.5%

 11 Germany DAX 6536.09 93.30 1.45 –19.0% –15.0%

 … Hungary BUX 21625.49 483.33 2.29 –17.6% –26.3%

 5 Ireland ISEQ 5159.73 249.68 5.09 –25.6% –40.8%

 8 Italy S&P/MIB 28841 611 2.16 –25.2% –28.8%

 6 Netherlands AEX 405.38 5.18 1.29 –21.4% –25.9%

 9 Norway All-Shares 479.73 –2.43 –0.50 –15.8% –17.9%

 17 Poland WIG 40702.54 903.36 2.27 –26.9% –37.2%

 11 Portugal PSI 20 8777.31 113.32 1.31 –32.6% –35.0%

 … Russia RTSI 2111.93 –11.73 –0.55% –7.8% 3.1%

 10 Spain IBEX 35 11934.9 324.8 2.80% –21.4% –20.1%

 15 Sweden OMX Stockholm 280.36 4.93 1.79 –20.3% –31.6%

 12 Switzerland SMI 7058.24 135.99 1.96 –16.8% –20.9%

 … Turkey ISE National 100 38555.56 939.39 2.50 –30.6% –29.7%

 9 U.K. FTSE 100 5449.9 85.8 1.60 –15.6% –15.6%

 14 ASIA-PACIFIC DJ Asia-Pacific 138.08 1.48 1.08 –12.7% –17.1%

 … Australia SPX/ASX 200 5105.3 99.7 1.99 –19.5% –19.5%

 … China CBN 600 23256.03 –162.98 –0.70 –43.9% –30.1%

 13 Hong Kong Hang Seng 23134.55 607.07 2.69 –16.8% –1.0%

 12 India Sensex 14942.28 838.08 5.94 –26.3% –4.8%

 … Japan Nikkei Stock Average 13312.93 127.97 0.97 –13.0% –25.5%

 … Singapore Straits Times 2978.98 88.32 3.06 –14.0% –16.6%

 11 South Korea Kospi 1591.76 30.53 1.96 –16.1% –20.6%

 14 AMERICAS DJ Americas 337.15 0.66 0.20 –10.6% –11.6%

 … Brazil Bovespa 60027.56 380.24 0.64 –6.0% 8.5%

 20 Mexico IPC 27555.21 –37.03 –0.13 –6.7% –11.7%

*P/E ratios use trailing 12-months, as-reported earnings
Note: Americas index data are as of 3:00 p.m. ET. Sources: Reuters; WSJ Market Data Group

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of July 22, 2008

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

yield ratio Morgan Stanley Index Last Daily YTD 52-wk.

2.80% 14 ALL COUNTRY (AC) WORLD* 347.95 0.48%–13.7% –13.0%

2.90% 14 World (Developed Markets) 1,377.58 0.61%–13.3% –14.0%

2.60% 15 World ex-EMU 158.77 0.86%–12.3% –13.8%

2.70% 15 World ex-UK 1,365.86 0.78%–12.9% –13.3%

3.60% 12 EAFE 1,914.93 0.13%–15.0% –15.4%

2.30% 14 Emerging Markets (EM) 1,035.64 –0.56%–16.9% –2.3%

4.10% 11 EUROPE 98.15 –0.47%–23.0% –28.5%

4.20% 10 EMU 229.30 –0.56%–18.0% –14.9%

4.00% 11 Europe ex-UK 107.59 –0.40%–22.8% –26.9%

5.60% 8 Europe Value 111.43 –0.92%–26.5% –34.6%

2.70% 14 Europe Growth 84.09 –0.04%–19.5% –22.2%

3.20% 12 Europe Small Cap 167.92 –0.55%–22.0% –35.2%

2.00% 11 EM Europe 386.44 –1.20%–19.6% –9.1%

4.30% 10 UK 1,591.24 –0.81%–17.2% –19.6%

3.50% 12 Nordic Countries 160.57 –2.08%–22.1% –26.4%

1.20% 12 Russia 1,307.52 –1.14%–13.0% 10.1%

2.90% 15 South Africa 666.53 –0.63% –6.5% –4.2%

3.10% 13 AC ASIA PACIFIC EX-JAPAN 419.68 –0.15%–20.8% –9.5%

1.80% 16 Japan 814.43 2.97%–13.4% –27.5%

2.10% 16 China 63.53 –0.16%–25.6% 0.7%

1.10% 16 India 561.67 2.18%–34.3% –6.2%

1.90% 11 Korea 427.63 –0.19%–17.3% –8.9%

4.40% 13 Taiwan 273.08 –0.61%–18.2% –22.5%

2.10% 18 US BROAD MARKET 1,405.57 1.35%–11.9% –14.3%

1.50% 32 US Small Cap 1,842.91 2.16% –7.1% –14.5%

2.00% 15 EM LATIN AMERICA 4,311.27 –1.69% –2.0% 14.8%

*Twenty-three developed and 26 emerging markets Source: MSCI Barra

GLOBAL MARKETS LINEUP

Follow the markets throughout the day, with updated stock quotes, news and commentary at
WSJ.com/Europe. Also, receive email alerts that summarize the day’s trading in Europe and Asia.
To sign up, go to WSJ.com/Online Today
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F
INLAND’S government
will cut capital-gains
taxes on timber sales to

help its paper sector cope
with a trade battle with Rus-
sia that has led to a raw-ma-
terial shortage in one of the
country’s largest industries.

Finland’s forests are
mostly owned by individuals
and the tax cut is meant to
persuade more of them to
sell wood to big paper mak-

ers such as Stora Enso Oyj and UPM-Kymmene
Corp.

The companies are scrambling to get birch fiber,
a main raw material for many of their pulp mills
that has usually been imported from Russia.
 —Reuters

M
ORE THAN
1,500 Spanish
workers put

out of work when a car-
parts company moved
to lower-wage Mo-
rocco will get Œ10.5 mil-
lion (US$16.6 million)
to help pay for retrain-
ing, the European Com-

mission said.
The money will come from a special European

Union fund set up to help the victims of globaliza-
tion and will pay for programs to get 1,589 workers
back into the labor market as quickly as possible.

The workers lost their jobs when the U.S.-owned
car-parts maker Delphi Corp. shut its factory at Pu-
erto Real in southern Spain last year and shifted
production to Tangiers.  —Associated Press
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Margaret Curran, the Labour Party candidate for Scotland’s Glasgow East district
election for Parliament, speaks to her supporters and the media on Wednesday.

Vote is new test for Brown
A lackluster showing
in Glasgow may speed
calls for replacement

Trade battle prompts cut
in taxes on timber sales
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By Alistair MacDonald

And Jason Douglas

I N A SIGN OF just how far Prime
Minister Gordon Brown’s popu-
larity has sunk with the British

people, he is fighting to retain a Par-
liament seat that should be a sure
thing.

Thursday, voters in Glasgow’s
East district go to the polls to elect a
member of Parliament. While most
expect Mr. Brown’s Labour Party to
win, its candidate Margaret Curran,
a local politician who was brought
in after several of Labour’s initial
choices declined, is facing a tough
challenge from the resurgent Scot-
tish National Party.

Should Labour lose, or even see a
big defection of votes in its Scottish
stronghold, it could hasten calls for
Mr. Brown to step down as prime
minister.

A poll by London-based research-
ers ICM earlier this month gave La-
bour 47% of the vote against the
Scottish National Party’s 33%, but
many analysts say the Scottish Na-
tional Party has since gained sup-
port.

“If they can’t hang onto this seat,
what can they win? So Glasgow East
might be the catalyst that makes the
party panic and decide they want to
get rid of” Mr. Brown, said John Cur-
tice, professor of politics at the Uni-
versity of Strathclyde in Glasgow.

Glasgow East, an impoverished
area of Scotland’s biggest city, is
holding an election after its mem-
ber of Parliament retired due to
poor health. Labour won 60% of
Glasgow East’s vote in the last gen-
eral election in 2005. The party has
dominated Scotland, Mr. Brown’s
home, since the swift decline of its
industrial base soured voters on
then-leader Margaret Thatcher and
her Conservative Party.

But the government, and Mr.
Brown in particular, have plum-
meted in polls as Britain’s 15-year
economic boom shudders to a halt
amid falling home prices, higher in-

flation and increasing unemploy-
ment. According to a July survey by
pollsters Ipsos MORI, 72% of the
public is dissatisfied with the way
Mr. Brown is doing his job as prime
minister.

Mr. Brown has taken a beating in
recent local elections in other so-
called safe seats that have tradition-
ally been pro-Labour. The Labour
Party lost the Crewe and Nantwich
seat in northern England in May
with a massive swing of 17.6% of
votes to the Conservative Party.

The political parties have
shipped in some of their biggest hit-
ters to Glasgow East, an area with
high unemployment and male life ex-
pectancy five years below the Scot-
tish average of 73 years. Four senior
government cabinet members have
campaigned on local streets. The
Conservatives sent in party leader
David Cameron. Thursday, 400 La-

bour Party activists were to begin
knocking on doors at 5 a.m. to de-
liver 45,000 leaflets.

The Glasgow election is “a tough,
hard fight and the result is likely to
be tight,” said David Cairns, a minis-
ter in the government’s Scottish Of-
fice who is helping the Labour cam-
paign.

Threatening to win votes away
from Labour is the Scottish Na-
tional Party, which recently won con-
trol of the Scottish Parliament in Ed-
inburgh from Labour. The Scottish
National Party wants eventually to
secede from the U.K. altogether, a
position supported by its candidate
in Glasgow East, 51-year-old former
accountant John Mason.

In many ways, Mr. Brown is in a
no-win situation, politicians say.
“Glasgow is such a safe seat that
holding onto to it doesn’t indicate
we are out of the woods,” said Gra-

ham Stringer, a Labour member of
Parliament. Mr. Stringer has called
for the Prime Minister to be re-
placed, something very few other La-
bour politicians echo publicly.

Mr. Brown “is having a difficult
time, as any prime minister would
during a tough economy after 15

years of growth,” said Charlie Fal-
coner, who as secretary of state for
justice under Mr. Brown’s predeces-
sor Tony Blair headed the country’s
legal system. “But Gordon is a very
big man, [and] he is the man with
the most experience running the
economy.”

G
ERMANY is to
introduce a test
on German cus-

toms and history for
would-be citizens in
September after Chan-
cellor Angela Merkel’s
Cabinet approved the
plan. The Interior Min-
istry has presented

310 multiple-choice questions for citizenship appli-
cants. Would-be citizens will be presented with 33
of the questions and will be required to answer 17
correctly. They range from “how many states does
Germany have?” (16) through “what is the name of
the current chancellor?” (see above) to “what hap-
pened on Nov. 9, 1938?” (Jewish homes and busi-
nesses were attacked in a Nazi-orchestrated po-
grom). —Associated Press

EU will pay to help retrain
laid-off car-parts workers
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Euro-zone factory orders fall as outlook dims

7
FINLAND

7
SPAIN

By Nicholas Winning

LONDON—Factory orders in the
euro zone dropped at their sharpest
rate in five years in May, as Wednes-
day brought a series of economic
data releases showing demand slow-
ing across Europe even as inflation is
heating up.

New industrial orders in the 15
countries that share the euro fell
3.5% in May from April and 4.4%
from a year earlier, the biggest an-
nual drop since August 2003, accord-
ing to European Union statistics
agency Eurostat.

The indication of weakening
euro-zone manufacturing under-
scored growing concerns that the re-
gion’s economies were nearing stag-
nation during the second quarter,
with diminishing signs of a signifi-
cant pickup by the end of the year.

“The industrial upswing in the
euro zone is screeching to a halt,” said
Holger Schmieding, chief Europe
economist at Bank of America. “The
data are highly volatile, distorted by
the ups and downs of bulk orders for
airplanes, ships and other transport
equipment. Still, the trend is clear.”

Stripping out volatile orders for

transport equipment such as ships
and railway and aerospace prod-
ucts, euro-zone new orders fell 4%
year-to-year in May after soaring
12.4% the previous month.

The fall in industrial orders ech-
oed French consumer-spending
data issued Wednesday, showing
that growth slowed in June. And
though Italian retail sales were
stronger than forecast, Italy’s con-

sumer confidence in June hit its low-
est level since 1993.

The data supported the view
that the European Central Bank is
unlikely to raise interest rates again
in coming months. The bank
boosted rates to 4.25% from 4% July
3 to counter risks to price stability
over the medium term from the re-
cent acceleration in inflation.

But the ECB, forecasting that the

region’s annual inflation rate will
rise to more than 4% this year, is
also unlikely to lower interest rates
soon because rising producer prices
are feeding inflation.

European consumers, mean-
while, are becoming increasingly
cautious as the economic outlook
dims. Growth in French consumer
spending on manufactured goods,
the main driver of gross-domestic-
product growth, slowed to 1%
year-to-year in June from 1.7% in
May, falling short of economists’
predictions of a 1.3% rise.

“French growth won’t be able to
count on consumption until the sum-
mer of 2009,” said Marc Touati, an
economist at Global Equities.

Outside the euro zone, the U.K.’s
Confederation of British Industry
said industrial orders dropped
sharply in July, while pricing inten-
tions rose at their fastest pace in 18
years.The business group said its in-
dustrial order book balance fell to
minus-8 in July from plus-1 in June,
worse than economists’ expecta-
tions of a deterioration to minus-5.

—Joe Parkinson, Gabriele
Parussini and Sofia Celeste

contributed to this article.
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Note: all data are year-to-year percentage change Sources: Eurostat; Insee; Istat

Euro zone’s new
industrial orders

French consumer
spending

Italian retail sales
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New test for citizenship
will present 33 questions

8 THURSDAY, JULY 24, 2008 T H E WA L L ST R E ET JOU R NA L .

DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 38.70 $33.06 1.24 3.90%
Alcoa AA 11.90 32.73 –1.15 –3.39%
AmExpress AXP 28.10 39.34 1.35 3.55%
AmIntlGp AIG 46.50 30.10 1.96 6.97%
BankAm BAC 151.20 33.44 1.09 3.37%
Boeing BA 10.60 66.72 –2.54 –3.67%
Caterpillar CAT 8.80 72.42 –2.56 –3.41%
Chevron CVX 16.90 82.65 –2.98 –3.48%
Citigroup C 142.20 21.12 0.23 1.10%
CocaCola KO 11.80 52.50 1.15 2.24%
Disney DIS 12.70 31.15 0.74 2.43%
DuPont DD 7.80 45.02 –0.19 –0.42%
ExxonMobil XOM 26.70 80.99 –1.87 –2.26%
GenElec GE 75.60 29.33 0.83 2.91%
GenMotor GM 33.10 14.62 0.30 2.09%
HewlettPk HPQ 15.80 44.28 0.75 1.72%
HomeDpt HD 24.90 25.03 1.08 4.51%
Intel INTC 46.40 22.30 0.21 0.95%
IBM IBM 9.90 129.52 –0.48 –0.37%
JPMorgChas JPM 54.20 41.96 1.10 2.69%
JohnsJohns JNJ 9.50 68.27 0.28 0.41%
McDonalds MCD 14.40 59.66 –0.46 –0.77%
Merck MRK 30.70 31.77 0.44 1.40%
Microsoft MSFT 72.70 26.43 0.63 2.44%
Pfizer PFE 59.90 19.07 0.72 3.92%
ProctGamb PG 9.90 64.70 0.60 0.94%
3M MMM 4.10 70.80 0.50 0.71%
UnitedTech UTX 4.90 65.78 0.51 0.78%
Verizon VZ 16.40 35.84 1.16 3.34%
WalMart WMT 29.80 58.09 –0.97 –1.64%

Dow Jones Industrial Average P/E: 88
LAST: 11632.38 s 29.88, or 0.26%

YEAR TO DATE: t 1,632.44, or 12.3%

OVER 52 WEEKS t 2,152.69, or 15.6%

 Note: Price-to-earnings ratios are for trailing 12 months
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Tracking
credit
markets &
dealmakers

Follow the markets throughout
the day, with updated stock
quotes, news and commentary
at WSJ.com/Europe.
Also, receive email alerts that
summarize the day’s trading in
Europe and Asia.
To sign up, go to
WSJ.com/Online Today

Credit-default swaps: European companies
At its most basic, the pricing of credit-default swaps measures how much a buyer has to pay to purchase-and
how much a seller demands to sell-protection from default on an issuer's debt. The snapshot below gives a
sense which way the market was moving yesterday.

Showing the biggest improvement... And the most deterioration
CHANGE, in basis points CHANGE, in basis points

Yesterday Yesterday Five-day 28-day Yesterday Yesterday Five-day 28-day

EMI Group 856 –41 –49 –86 Alliance Boots 654 13 –24 15

Cable & Wireless 296 –9 –23 –2 Alcatel Lucent 543 14 –7 21

FCE Bank 867 –9 –44 –89 ProSiebenSat 1 Media 656 15 34 163

Suez 47 –4 –10 –12 Ld Secs 271 16 28 59

Volkswagen  125 –2 –12 11 Landsbanki Is H F 651 19 59 192

Centrica  72 –2 –6 1 Rank Gp PLC 582 21 –7 40

Kelda Gp 94 –2 –4 –56 Norske Skogindustrier 1124 25 –8 148

Deutsche Lufthansa 168 –2 –28 –12 Glitnir banki 983 26 65 270

WestLB AG 77 –2 –7 –12 Kaupthing banki 981 27 59 254

Pernod Ricard 278 –2 –2 –12 Fresenius SE 281 69 58 144

Source: Markit Group

Dow Jones Stoxx 50: Wednesday’s best and worst…
Market value, Previous

in billions close, in STOCK PERFORMANCE
Company Country Industry of US$ local currency Previous session 52-week Three-year

HBOS U.K. Banks $32.0 3.05 16.86% –68.8% –65.2%

Barclays U.K. Banks 56.0 3.52 11.83 –49.5 –36.0

Royal Bk of Scot U.K. Banks 71.3 2.21 11.18 –56.7 –54.7

Lloyds TSB Grp U.K. Banks 39.1 3.47 8.28 –37.5 –29.0

Soc. Generale France Banks 56.8 62.00 7.47 –49.5 –26.2

Anglo Amer U.K. General Mining $73.7 27.47 –2.80% –9.6 91.7

Sanofi-Aventis S.A. France Pharmaceuticals 95.2 46.15 –1.83 –25.1 –34.7

L.M. Ericsson Tel B Sweden Telecom Equipment 32.3 65.70 –1.65 –48.8 –51.0

BP U.K. Integrated Oil & Gas 216.0 5.22 –1.09 –10.7 –17.2

ArcelorMittal Luxembourg Iron & Steel 115.3 50.71 –1.00 7.1 ...

...And the rest of Europe’s blue chips
Latest, Latest,

Market value, in local STOCK PERFORMANCE Market value, in local STOCK PERFORMANCE
Company/Country (Industry) in billions (U.S) currency Latest 52-week Three-year Company/Country (Industry) in billions (U.S) currency Latest 52-week Three-year

Credit Suisse Grp 56.4 49.90 7.08% –38.9% –6.2%
Switzerland (Banks)
Deutsche Bk 50.3 60.40 6.32 –40.4 –15.9
Germany (Banks)
AXA S.A. 65.4 20.20 6.15 –32.5 –8.4
France (Full Line Insurance)
UBS 65.8 23.30 6.01 –61.8 –49.8
Switzerland (Banks)
Banco Santander 120.0 12.22 5.53 –12.1 21.0
Spain (Banks)
Banca Intesa 66.9 3.60 5.42 –32.9 –10.6
Italy (Banks)
Fortis 35.0 10.13 4.97 –59.3 –49.7
Netherlands (Banks)
BNP Paribas S.A. 93.4 65.71 4.23 –19.6 9.7
France (Banks)
Allianz SE 82.5 116.25 4.05 –27.5 12.1
Germany (Full Line Insurance)
Banco Bilbao Viz 73.0 12.41 4.02 –32.3 –10.9
Spain (Banks)
Daimler 64.4 42.56 3.80 –36.4 17.2
Germany (Automobiles)
HSBC Hldgs 202.1 8.43 3.66 –4.8 –9.6
U.K. (Banks)
GDF Suez 149.6 43.50 3.57 23.1 ...
France (Multiutilities)
ING Groep 77.2 22.10 3.56 –30.2 –11.3
Netherlands (Life Insurance)
UniCredit 83.8 4.00 3.23 –36.1 –8.9
Italy (Banks)
BT Grp 33.9 2.02 2.15 –38.4 –13.9
U.K. (Fixed Line Telecom)
Vodafone Grp 152.8 1.31 1.86 –15.9 –10.8
U.K. (Mobile Telecom)
Assicurazioni Gen 51.5 23.26 1.35 –19.2 –5.4
Italy (Full Line Insurance)
Roche Hldg Part. Cert. 121.4 179.40 1.24 –16.7 2.9
Switzerland (Pharmaceuticals)
Unilever 50.0 18.57 0.84 –20.2 1.5
Netherlands (Food Products)

Telefonica S.A. 123.1 16.43 0.67% –5.3% 22.6%
Spain (Fixed Line Telecom)
Koninklijke Philips Elec 38.0 22.36 0.65 –27.5 –1.7
Netherlands (Consumer Electronics)
Royal Dutch Shell 131.2 23.55 0.58 –20.1 –6.0
U.K. (Integrated Oil & Gas)
Deutsche Telekom 72.9 10.65 0.57 –17.6 –34.8
Germany (Mobile Telecom)
Tesco 60.1 3.83 0.50 –6.5 21.7
U.K. (Food Retailers & Wholesalers)
Nestle S.A. 169.2 44.70 0.45 –3.6 28.5
Switzerland (Food Products)
Diageo 51.2 9.06 0.28 –11.3 15.3
U.K. (Distillers & Vintners)
Rio Tinto 109.1 51.00 0.20 42.1 173.2
U.K. (General Mining)
France Telecom 78.4 19.12 0.16 –3.9 –22.5
France (Fixed Line Telecom)
ENI 140.2 22.30 0.13 –16.1 –4.3
Italy (Integrated Oil & Gas)
BASF 62.6 42.13 0.07 –11.2 47.8
Germany (Commodity Chemicals)
Nokia 101.2 16.96 0.06 –17.5 29.5
Finland (Telecom Equipment)
Total S.A. 184.8 49.04 0.05 –15.4 –3.4
France (Integrated Oil & Gas)
Novartis 153.6 60.35 ... –8.1 –3.6
Switzerland (Pharmaceuticals)
BHP Billiton 72.8 16.16 –0.12 10.3 105.7
U.K. (General Mining)
Siemens 105.9 73.83 –0.19 –26.0 11.6
Germany (Electronic Equipment)
GlaxoSmithKline 142.4 12.21 –0.29 –4.3 –8.1
U.K. (Pharmaceuticals)
Astrazeneca 67.3 23.15 –0.39 –13.5 –1.4
U.K. (Pharmaceuticals)
E.ON 124.8 119.16 –0.62 2.0 61.0
Germany (Multiutilities)
SAP 68.8 35.17 –0.99 –12.7 –0.7
Germany (Software)

Sources: Dow Jones Indexes; WSJ Market Data Group

WSJ.com

Hedge funds
Dow Jones TOTAL RETURN for rolling periods, net of fees*
Hedge Benchmark One week One month One quarter Year to date One year

Convertible Arbitrage -1.42% -2.01% -2.2% -7.7% -8.3%
Merger Arbitrage -0.14% -0.20% 0.3% 0.3% 3.0%
Event Driven 0.07% -3.96% -2.9% -2.2% -3.8%
Distressed Securities 0.93% -2.99% -2.2% -6.8% -12.0%
Equity Market Neutral -1.29% -0.59% 0.7% 0.1% -0.7%
Equity Long/Short -2.00% -3.83% 1.5% -1.4% 4.1%

*Estimates as of 07/22/08, after fees; Source: www.djhedgefundindexes.com

Credit derivatives
Spreads on credit derivatives are one way the market rates
creditworthiness. Regions that are treading in rough waters can
see spreads swing toward the maximum—and vice versa. Indexes
below are for five-year swaps.

Markit iTraxx Indexes SPREAD RANGE, in pct. pts.
Mid-spread, since most recent roll

Index: series/version in pct. pts. Mid-price Coupon Maximum Minimum Average
Europe: 9/1 0.96 102.91% 0.02% 1.32 0.64 0.91

Eur. High Volatility: 9/1 1.88 102.96 0.03 2.10 1.23 1.67

Europe Crossover: 9/1 5.28 104.35 0.07 5.96 4.00 4.90

Asia ex-Japan IG: 9/1 1.45 104.46 0.03 2.10 0.85 1.33

Japan: 9/1 1.30 104.14 0.02 1.61 0.65 1.08

 Note: Data as of July 22

Spreads
Spreads on five-
year swaps for 
corporate debt; 
based on Markit 
iTraxx indexes.   

In percentage points
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BLUE CHIPS & BONDS

Major players & benchmarks
Below, a look at the Dow Jones Stoxx 50, the
biggest and best known companies in Europe,
including the U.K.

Behind Asia’s deals: Bank revenues from equity capital markets

Behind every IPO, 
follow-on or 
convertible equity 
offering is one or 
more investment 
banks. At right, 
investment banks 
historical and year-
to-date revenues 
from global equity-
capital-market 
(ECM) deals

Source: Dealogic
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Gates, Bloomberg to invest
in antismoking programs
By Robert A. Guth

The Bill and Melinda Gates Foun-
dation and New York Mayor Michael
Bloomberg said they will invest
$500 million in antismoking pro-
grams in developing countries,
building on a continuing effort by
Mr. Bloomberg to end what
he called on Wednesday
“the global tobacco epi-
demic.”

The effort gives Mr.
Bloomberg a powerful ally
in his long-term quest to
fight tobacco that started
in 2002 in New York City.
That effort—which in-
cludes smoking bans in res-
taurants and workplaces—
has led to 300,000 fewer
smokers in New York City
than there were in 2006, Mr.
Bloomberg said at an announce-
ment of the funding in Manhattan.

Success in New York “helped con-
vince me to take on the global initia-
tive,” Mr. Bloomberg said.

Under the plan, Mr. Bloomberg’s
philanthropy over the next four
years will increase by $250 million
his earlier pledge of $125 million to

fund antismoking and tobacco-con-
trol efforts world-wide.

The Gates Foundation said it will
spend $125 million on similar ef-
forts over the next five years, with
$24 million of that going into Mr.
Bloomberg’s three-year-old anti-
smoking program, the Initiative to

Reduce Tobacco Use.
The funds will be used

to promote tobacco-con-
trol programs, including
media and education cam-
paigns, as well as programs
to help people quit smok-
ing and efforts to promote
higher taxes on tobacco
products.

The new funding fol-
lows a report earlier this
year by the World Health
Organization—partially

funded by Mr. Bloomberg—detail-
ing the dangers of smoking that
called on governments around the
world to step up tobacco-control ef-
forts. The pledge is the Gates Foun-
dation’s first funding of antismok-
ing programs, and fits into its
broader global-health programs.
 —Betsy McKay

contributed to this article.

By Glenn R. Simpson

And Susan Schmidt

WASHINGTON—Members of
Congress expressed concern Tues-
day about allegations of corruption
and human-rights abuses in Kazakh-
stan, a strategic U.S. friend and en-
ergy producer.

At a hearing on Capitol Hill, law-
makers questioned the selection of
Kazakhstan as the next
leader of the Organization
for Security and Coopera-
tion in Europe, a multilat-
eral organization devoted
to European security.

Kazakhstan has yet to
make overhauls it promised
last November when it was
chosen to assume the chair-
manship of the organiza-
tion in 2010, said witnesses
and members of Congress
who recently returned from
the OSCE’s annual parlia-
mentary meeting, held for the first
time in Kazakhstan.

Sen. Benjamin Cardin (D., Md.)
said in a written statement that
“some opposition figures and journal-
ists have been murdered or have died
under suspicious circumstances.” He
said he found “quite sobering” Presi-
dent Nursultan Nazarbayev’s assess-
ment that Kazakhstan’s democratiza-
tion “cannot move faster than his gi-
ant neighbors Russia and China.”

Rep. G.K. Butterfield (D., N.C.)
said he was troubled by “very serious
allegations” of corruption by Kazakh-
stan’s president reported Tuesday in
The Wall Street Journal.

The Journal reported new allega-
tions of government corruption in
the oil-rich nation that could further
complicate its relations with the U.S.
and the West. The former son-in-law
of Mr. Nazarbayev, in hiding in Eu-
rope after being convicted in Kazakh-
stan of kidnapping and a plot to over-
throw the government, said Mr. Naz-
arbayev has diverted billions of dol-

lars in state assets to a network of off-
shore bank accounts.

The son-in-law, Rakhat Aliyev,
once his country’s deputy intelli-
gence chief, also told the Journal that
the Nazarbayev regime routinely
rigged elections. He provided a hand-
ful of blank ballots he said were left
over from ballot box stuffing during
1999 elections.

In an interview after the hearing,
Rep. Butterfield said “the al-
legations are serious
enough that we have got to
look into it.…We owe it to
American companies doing
business in Kazakhstan for
them to know the truth.”

The Kazakh government
declined to comment on the
allegations by Mr. Aliyev. “I
have nothing,” Askar
Tazhiev, the embassy’s
chargé d’affairs said in an in-
terview, adding he hadn’t
yet read the article.

Mr. Tazhiev said his country is es-
sentially a one-party state and that
the government is still seeking to ad-
dress the issue, possibly by desig-
nating an opposition faction in its
Parliament.

Mr. Nazarbayev’s re-election with
91% of the vote in late 2005
prompted complaints of vote fraud.
The Nur-Otan party, which supports
Mr. Nazarbayev, won all 98 contested
seats in a parliamentary election last
August. Kazakhstan’s pledges to insti-
tute overhauls haven’t gotten off the
ground, according to recent reports
from the State Department and an in-
dependent human rights group, Free-
dom House.

At the hearing, which was con-
vened by the Helsinki Commission, a
U.S. agency that oversees relations
with the European security group, As-
sistant Secretary of State Richard
Boucher said political and economic
overhauls are needed in Kazakhstan.
“That is the only way to get away
from corruption,” he said.

U.S. lawmakers voice
unease over Kazakhstan

U.S. data sharing lags
Assessment varies
on progress in steps
to fight terrorism

Bill Gates

Nursultan
Nazarbayev

By Siobhan Gorman

WASHINGTON—Nearly seven
years since the Sept. 11, 2001, terror-
ist attacks, the U.S. government still
can’t effectively measure whether it
has made progress in information-
sharing, according to a new govern-
ment report.

The Government Accountability
Office report, which was released
Wednesday, underscores the diffi-
culties the government has had in
getting data-sharing practices to
take root in federal departments.
That raises questions about
whether these efforts will survive
into a new administration.

Failure among government agen-
cies to share information is widely
seen as one reason why the U.S.
wasn’t able to learn of plans for, and
ultimately foil, the 2001 attacks.

A three-year-old information-
sharing office created by Congress
has instituted some programs to im-
prove data dissemination, but it can’t
showhowthoseactivitiesareprevent-
ing terrorism, the report says. A cen-
tral challenge to many counterterror-
ism efforts is measuring threats that
have been thwarted or prevented.

The GAO also found that the gov-
ernment lacks a “road map” show-
ing what results will be achieved

and how, according to the report, a
copy of which was seen by The Wall
Street Journal.

In prepared testimony delivered
before Congress on Wednesday, Ei-
leen Larence, GAO’s director of
homeland security, was expected to
say that such gaps need to be ad-
dressed “to provide Congress and
the public reassurance that the
flaws leading to 9/11 have been or
are being corrected.”

Her testimony will be part of a
hearing by the Senate Homeland Se-
curity and Governmental Affairs
Committee to assess government in-
formation-sharing. Committee
Chairman Sen. Joseph I. Lieberman,
a Connecticut independent, said the
report shows that “federal agencies
are working more collaboratively ev-
ery day” but that they “still have
much more to do” to ensure that key
data are regularly shared.

Ambassador Thomas Mc-
Namara, head of the information-
sharing office, formally called the In-
formation Sharing Environment,
was expected to defend his group’s
work. In his prepared testimony, he
says “considerable progress has
been achieved” in his two-year ten-
ure. He acknowledged that informa-
tion-sharing within the government
“is functioning albeit haltingly and
not at all in many areas” but added
that “we have laid the basis for a
fully functioning” effort in the fu-
ture, according to his testimony.

John Cohen, a senior adviser to
Mr.McNamara,saidanumberofmea-
surements suggest that the govern-

ment has improved information-
sharing.Theseincludethe250Home-
land Security Department and Fed-
eral Bureau of Investigation officials
whoworkat 48 state “fusioncenters”
helping with terrorism information
analysis at the state and local levels.
These centers now have access to in-
formationfromtheNationalCounter-
terrorism Center, he said.

But he acknowledged that such
measurements don’t show whether
the right information is being
shared to help prevent terrorism.
“The next step is working to deter-
mine:Howdoyouknowthatthecapa-
bilities you’ve put in place are mak-
ing a difference?” he said. “That’s
where we are focusing right now.”

To achieve that goal, his office
has set up programs such as one
launched recently to have state and
local officials collect possible terror-
ism-activity tips from police, vet the
information in accordance with lo-
cal privacy laws, and funnel legiti-
mate tips to Washington.

That program was launched af-
ter the GAO completed much of its
research for the report, he said. The
program’s first several weeks have
already had some promising out-
comes, with police officers identify-
ing possible terrorist suspects dur-
ing routine traffic checks. He de-
clined to provide additional details.

Mr. Cohen disputed the GAO find-
ing that the government doesn’t have
a road map. He said the goal has been
to improve information-sharing with
state and local officials, the private
sector and foreign governments.
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PF (LUX)-Biotech-Pca OT EQ LUX 07/22 USD 367.08 10.3 20.2 25.4
PF (LUX)-CHF Liq-Pca CH MM LUX 07/22 CHF 123.47 1.2 2.1 1.9
PF (LUX)-CHF Liq-Pdi CH MM LUX 07/22 CHF 95.31 1.2 2.1 1.9
PF (LUX)-Cnt Eu Eq-I EU EQ LUX 07/22 EUR 170.68 –23.3 –29.6 –2.0
PF (LUX)-Digital Comm-Pca OT EQ LUX 07/22 USD 107.55 –21.3 –14.8 9.5
PF (LUX)-East Eu-Pca EU EQ LUX 07/22 EUR 382.05 –25.7 –21.9 4.9
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 07/23 USD 183.31 –20.6 –12.9 18.2
PF (LUX)-Emg Mkts-Pca GL EQ LUX 07/23 USD 608.13 –17.2 –11.6 18.7
PF (LUX)-Eu Indx-Pca EU EQ LUX 07/22 EUR 107.74 –21.1 –26.1 –3.1
PF (LUX)-EUR Bds-Pca EU BD LUX 07/22 EUR 352.88 –2.3 –2.1 –1.4
PF (LUX)-EUR Bds-Pdi EU BD LUX 07/22 EUR 277.12 –2.3 –2.1 –1.4
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 07/22 EUR 127.65 –2.7 –3.0 –1.3
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 07/22 EUR 93.06 –2.7 –3.0 –1.3
PF (LUX)-EUR HiYld-Pca EU BD LUX 07/22 EUR 130.34 –9.0 –12.2 –3.9
PF (LUX)-EUR HiYld-Pdi EU BD LUX 07/22 EUR 84.29 –9.0 –12.2 –3.9
PF (LUX)-EUR Liq-Pca EU MM LUX 07/22 EUR 132.72 2.2 3.5 3.4
PF (LUX)-EUR Liq-Pdi EU MM LUX 07/22 EUR 99.14 2.2 3.5 3.4
PF (LUX)-Europ Eq-Pca EU EQ LUX 07/22 EUR 452.03 –25.9 –33.4 –5.2
PF (LUX)-EuSust Eq-Pca EU EQ LUX 07/22 EUR 141.13 –23.4 –31.7 –7.8
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 07/22 USD 199.21 –0.7 3.4 6.8
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 07/22 USD 142.03 –0.7 3.4 6.8
PF (LUX)-Gl Eq Sel-Pca GL EQ LUX 07/22 USD 20.88 –14.1 –18.2 2.8
PF (LUX)-Gr China-Pca AS EQ LUX 07/23 USD 341.49 –20.2 –10.9 25.9
PF (LUX)-Indian Eq-Pca EA EQ LUX 07/22 USD 320.76 –39.5 –18.2 21.9
PF (LUX)-Jap Index-Pca JP EQ LUX 07/23 JPY 12563.47 –11.6 –25.1 –5.3
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 07/23 JPY 11754.92 –12.3 –29.7 –10.4
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 07/23 JPY 11505.93 –12.6 –30.2 –10.9
PF (LUX)-JpEq130/30-Pca JP EQ LUX 07/23 JPY 6073.43 –11.9 –26.6 –11.1
PF (LUX)-MidEast&NorAfr-Pca US BA LUX 07/22 USD 96.02 NS NS NS
PF (LUX)-Pacif Idx-Pca AS EQ LUX 07/23 USD 278.89 –12.6 –8.2 18.7
PF (LUX)-Piclife-Pca CH BA LUX 07/22 CHF 774.87 –8.8 –12.2 –1.3
PF (LUX)-PremBrnds-Pca OT EQ LUX 07/22 EUR 58.73 –23.6 –32.3 –5.3
PF (LUX)-Rus Eq-Pca EE EQ LUX 07/22 USD 89.16 NS NS NS
PF (LUX)-Security-Pca GL EQ LUX 07/22 USD 93.65 –16.1 –21.1 NS
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 07/22 EUR 503.74 –18.4 –31.3 –0.6
PF (LUX)-US Eq-Ica US EQ LUX 07/22 USD 119.33 –7.3 –8.9 8.0
PF (LUX)-USA Index-Pca US EQ LUX 07/22 USD 101.59 –12.4 –15.7 2.7
PF (LUX)-USD Bds-Pca US BD LUX 07/22 USD 476.22 0.9 6.8 5.3
PF (LUX)-USD Bds-Pdi US BD LUX 07/22 USD 359.80 0.9 6.8 5.3
PF (LUX)-USD Liq-Pca US MM LUX 07/22 USD 129.15 1.6 3.3 4.2
PF (LUX)-USD Liq-Pdi US MM LUX 07/22 USD 87.06 1.6 3.4 4.2
PF (LUX)-Water-Pca GL EQ LUX 07/22 EUR 131.37 –15.9 –18.7 1.0
PF (LUX)-WldGovBds-Pca GL BD LUX 07/22 USD 153.52 4.3 12.4 7.6
PF (LUX)-WldGovBds-Pdi GL BD LUX 07/22 USD 129.92 4.3 12.4 7.6

n POLAR CAPITAL PARTNERS LIMITED
International Fund Managers (Ireland) Limited PH - 353 1 670 660 Fax - 353 1 670 1185
Asia Ex-Japan Fund USD AS EQ IRL 05/20 USD 1.12 –93.7 –93.8 –72.2
Global Technology OT EQ IRL 07/22 USD 12.24 –15.4 –21.8 2.2
Japan Fund USD JP EQ IRL 07/23 USD 15.50 –8.0 –17.7 –5.0

n Hemisphere Management (Ireland) Limited
Columbus USD A GL EQ CYM 06/30 USD 100.16 –0.7 –1.5 NS
Discovery USD A OT OT CYM 06/30 USD 112.56 0.9 11.9 7.2
Elbrus USD A GL EQ CYM 06/30 USD 15.52 –5.2 19.2 28.7
Europn Conviction USD B EU EQ CYM 06/30 USD 112.80 –1.2 4.9 6.2
Europn Forager USD B OT OT CYM 06/30 USD 199.16 –2.9 –5.6 10.9
Gl Utilities Abs Rtn USD A OT OT CYM 06/30 USD 109.74 –8.6 –2.2 4.2
Japan Abs Ret USD A AS EQ CYM 06/30 USD 144.42 –7.7 –18.7 –6.4
Latin America USD A GL EQ CYM 06/30 USD 14.24 4.5 10.1 20.4
Paragon Limited USD A EU EQ CYM 06/30 USD 350.13 27.4 38.4 32.6
UK Fund USD A OT OT CYM 06/30 USD 162.53 2.2 –2.3 4.1

n PT CIPTADANA ASSET MANAGEMENT
Tel: 521-3479 Fax: 521-3478 Website: www.ciptadana-asset.com
Indonesian Grth Fund EA EQ CYM 07/16 USD 114.23 NS –2.9 21.7

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 07/22 EUR 780.05 –20.7 NS NS
Core Eurozone Eq B EU EQ IRL 07/22 EUR 902.24 NS NS NS
Euro Fixed Income A EU BD IRL 07/22 EUR 1190.77 –4.7 –5.6 –3.1

Euro Fixed Income B EU BD IRL 07/22 EUR 1260.30 –4.3 –5.1 –2.5
Euro Small Cap A EU EQ IRL 07/22 EUR 1364.78 –22.5 –37.8 –9.3
Euro Small Cap B EU EQ IRL 07/22 EUR 1449.21 –22.2 –37.4 –8.7
Eurozone Agg Eq A EU EQ IRL 07/22 EUR 726.88 –24.1 –30.5 NS
Eurozone Agg Eq B EU EQ IRL 07/22 EUR 1035.74 –23.8 –30.1 –3.6
Glbl Bd (EuroHdg) A GL BD IRL 07/22 EUR 1251.24 –3.3 –2.0 –0.6
Glbl Bd (EuroHdg) B GL BD IRL 07/22 EUR 1315.38 –2.9 –1.4 0.0
Glbl Bd A EU BD IRL 07/22 EUR 935.52 –7.2 –8.5 –6.4
Glbl Bd B EU BD IRL 07/22 EUR 987.51 –6.9 –7.9 –5.9
Glbl Real Estate A OT EQ IRL 07/22 USD 1128.47 –11.2 –18.4 0.4
Glbl Real Estate B OT EQ IRL 07/22 USD 1153.45 –10.9 –17.9 1.0
Glbl Real Estate EH-A OT EQ IRL 07/22 EUR 1014.67 –13.5 –22.0 –4.0
Glbl Real Estate SH-B OT EQ IRL 07/22 GBP 96.09 –12.5 –20.4 –2.0
Glbl Strategic Yield A EU BD IRL 07/22 EUR 1450.25 –3.0 –2.9 1.8
Glbl Strategic Yield B EU BD IRL 07/22 EUR 1538.53 –2.6 –2.3 2.4
Japan Equity A JP EQ IRL 07/22 JPY 15997.00 –14.0 –29.6 –8.6
Japan Equity B JP EQ IRL 07/22 JPY 16903.00 –13.7 –29.2 –8.0
Multi St Cash Plus EH-A GL EQ IRL 07/22 EUR 1024.17 1.2 NS NS
PacBasn (Ex-Jap) Eq A AS EQ IRL 07/22 USD 2135.82 –19.3 –17.4 12.8
PacBasn (Ex-Jap) Eq B AS EQ IRL 07/22 USD 2259.34 –19.0 –16.9 13.5
Pan European Eq A EU EQ IRL 07/22 EUR 1053.01 –22.5 –29.2 –5.6
Pan European Eq B EU EQ IRL 07/22 EUR 1114.07 –22.3 –28.8 –5.0
US Equity A US EQ IRL 07/22 USD 999.39 –13.9 –14.2 3.6
US Equity B US EQ IRL 07/22 USD 1060.90 –13.6 –13.6 4.3
US Small Cap A US EQ IRL 07/22 USD 1520.92 –11.5 –16.7 3.6
US Small Cap B US EQ IRL 07/22 USD 1615.39 –11.2 –16.2 4.2

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX 07/22 SEK 88.86 –23.8 –34.3 –7.4
Choice Japan Fd JP EQ LUX 07/23 JPY 68.52 –13.3 –28.9 –10.8
Choice Jpn Chance/Risk JP EQ LUX 07/23 JPY 76.88 –14.1 –27.6 –5.9
Choice NthAmChance/Risk US EQ LUX 07/23 USD 4.79 –8.4 –9.0 6.4
Europe 2 Fd EU EQ LUX 07/23 EUR 1.09 –24.7 –32.4 –5.2
Europe 3 Fd EU EQ LUX 07/23 GBP 3.78 –19.8 –20.6 1.9
Global Chance/Risk Fd GL EQ LUX 07/22 EUR 0.65 –17.7 –27.8 –6.5
Global Fd GL EQ LUX 07/23 USD 2.62 –11.3 –15.8 5.3
Intl Mixed Fd -C- NO BA LUX 07/23 USD 30.95 –7.1 –8.4 6.5
Intl Mixed Fd -D- NO BA LUX 07/23 USD 21.84 –7.1 –8.4 7.9
Wireless Fd OT EQ LUX 07/23 EUR 0.14 –25.8 –30.8 –0.9

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 07/23 USD 7.34 –19.3 –17.5 12.5
Currency Alpha EUR -IC- OT OT LUX 07/23 EUR 10.63 4.0 3.6 NS
Currency Alpha EUR -RC- OT OT LUX 07/23 EUR 10.59 3.7 3.1 NS
Currency Alpha SEK -ID- OT OT LUX 07/23 SEK 102.98 NS NS NS
Currency Alpha SEK -RC- OT OT LUX 07/23 SEK 100.31 NS NS NS
Generation Fd 80 OT OT LUX 07/23 SEK 8.02 –15.1 NS NS
Nordic Focus EUR NO EQ LUX 07/23 EUR 82.44 –16.7 NS NS
Nordic Focus NOK NO EQ LUX 07/23 NOK 83.00 NS NS NS
Nordic Focus SEK NO EQ LUX 07/23 SEK 83.19 –16.4 NS NS

n SEB Fund 3
Choice Asia Eq. ex Japan Fd AS EQ LUX 07/23 USD 1.31 –19.3 –17.2 14.0
Choice North America Eq. Fd US EQ LUX 07/23 USD 2.06 –15.0 –17.7 1.0
Ethical Global Fd GL EQ LUX 07/23 USD 0.96 –12.6 –18.3 3.3
Ethical Sweden Fd NO EQ LUX 07/23 SEK 38.18 –14.3 –26.0 3.7
Europe Fd EU EQ LUX 07/23 USD 2.86 –19.3 –22.6 15.1
Global Equity Fd GL EQ LUX 07/23 USD 1.67 –11.6 –16.3 6.1
Index Linked Bd Fd SEK OT BD LUX 07/23 SEK 12.74 2.0 6.4 3.8
Medical Fd OT EQ LUX 07/23 USD 3.51 –8.8 –6.0 1.4
Short Medium Bd Fd SEK NO MM LUX 07/23 SEK 9.07 2.1 3.5 3.0
Technology Fd OT EQ LUX 07/23 USD 2.39 –16.0 –14.5 8.0
World Fd GL EQ LUX 07/23 USD 2.48 –7.2 –11.5 14.2

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 07/23 EUR 1.27 1.5 2.3 2.6
Short Bond Fd SEK NO MM LUX 07/23 SEK 21.44 2.2 3.6 3.0
Short Bond Fd USD US MM LUX 07/23 USD 2.48 1.0 2.9 3.8

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 07/23 SEK 10.16 –0.6 0.9 1.1
Alpha Bond Fd SEK -B- NO BD LUX 07/23 SEK 9.12 –0.6 0.9 1.1
Alpha Bond Fd SEK -C- NO BD LUX 07/23 SEK 25.46 –0.6 0.8 1.0

Alpha Bond Fd SEK -D- NO BD LUX 07/23 SEK 8.48 –0.6 0.8 1.0
Alpha Short Bd SEK -A- NO MM LUX 07/23 SEK 10.74 2.3 3.7 3.1
Alpha Short Bd SEK -B- NO MM LUX 07/23 SEK 10.07 2.3 3.7 3.1
Alpha Short Bd SEK -C- NO MM LUX 07/23 SEK 21.03 2.2 3.6 3.0
Alpha Short Bd SEK -D- NO MM LUX 07/23 SEK 8.74 2.2 3.6 3.0
Bond Fd EUR -C- EU BD LUX 07/23 EUR 1.20 –0.8 0.8 0.4
Bond Fd EUR -D- EU BD LUX 07/23 EUR 0.48 –0.8 0.8 0.4
Bond Fd SEK -C- NO BD LUX 07/23 SEK 37.78 0.0 1.5 1.2
Bond Fd SEK -D- NO BD LUX 07/23 SEK 11.33 –1.1 0.4 0.6
Corp. Bond Fd EUR -C- EU BD LUX 07/23 EUR 1.15 –2.3 –2.6 –1.0
Corp. Bond Fd EUR -D- EU BD LUX 07/22 EUR 0.90 –1.9 –1.9 –1.1
Corp. Bond Fd SEK -C- NO BD LUX 07/23 SEK 11.82 –2.0 –1.3 0.0
Corp. Bond Fd SEK -D- NO BD LUX 07/23 SEK 9.29 –1.8 –1.1 0.1
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 07/23 EUR 96.43 NS NS NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 07/23 EUR 96.39 NS NS NS
Danish Mortgage Bond Fd SEK -ID- NO BD LUX 07/23 SEK 99.05 NS NS NS
Danish Mortgage Bond Fd SEK -RC- NO BD LUX 07/23 SEK 913.25 NS NS NS
Flexible Bond Fd -C- NO BD LUX 07/23 SEK 20.02 1.5 2.6 2.5
Flexible Bond Fd -D- NO BD LUX 07/23 SEK 11.33 1.5 2.6 2.5

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 07/23 SEK 102.27 –3.7 –7.6 –0.4
Global Hedge I SEK -D- OT OT LUX 07/23 SEK 93.46 –6.5 –10.3 –1.9

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 07/23 USD 2.78 –16.6 –7.7 22.0

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 07/23 SEK 25.00 –25.2 –35.7 1.5
Europe Chance/Risk Fd EU EQ LUX 07/23 EUR 1259.51 –25.9 –33.9 –5.6

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
Eq. China A AS EQ LUX 07/22 USD 22.32 –32.5 –19.0 24.3
Eq. Pacific A AS EQ LUX 07/22 USD 10.55 –23.9 –16.0 17.7

n SGAM Fund
Bonds CHF A CH BD LUX 07/22 CHF 25.98 –0.4 0.8 –0.3
Bonds ConvEurope A EU BD LUX 07/22 EUR 30.54 5.1 7.7 9.2
Bonds Eur Corp A EU BD LUX 07/22 EUR 21.04 –4.2 –4.4 –1.8
Bonds Eur Hi Yld A EU BD LUX 07/21 EUR 18.99 –10.4 –13.3 –4.0
Bonds EURO A EU BD LUX 07/22 EUR 36.44 –1.3 0.3 0.0
Bonds Europe A EU BD LUX 07/22 EUR 35.14 –1.7 –1.0 –0.3
Bonds US MtgBkSec A US BD LUX 07/22 USD 21.58 –14.4 –9.9 –3.1
Bonds US OppsCoreplus A US BD LUX 07/22 USD 31.15 –1.0 4.5 4.1
Bonds World A GL BD LUX 07/22 USD 38.96 4.8 12.3 9.1
Eq. ConcentratedEuropeA EU EQ LUX 07/22 EUR 30.88 –23.5 –29.6 –6.7
Eq. Eastern Europe A EU EQ LUX 07/22 EUR 34.08 –22.6 –21.5 6.5
Eq. Equities Global Energy OT EQ LUX 07/22 USD 25.43 0.9 6.0 21.0
Eq. Euroland A EU EQ LUX 07/22 EUR 12.89 –25.4 –29.9 –5.3
Eq. Euroland MidCapA EU EQ LUX 07/22 EUR 23.11 –20.3 –32.3 –5.8
Eq. EurolandCyclclsA EU EQ LUX 07/22 EUR 20.39 –19.5 –20.9 3.8
Eq. EurolandFinancialA OT EQ LUX 07/22 EUR 13.71 –26.4 –33.8 –12.0
Eq. Glbl Emg Cty A GL EQ LUX 07/22 USD 11.07 –18.1 –10.4 16.5
Eq. Global A GL EQ LUX 07/22 USD 31.21 –18.5 –22.6 –1.3
Eq. Global Technol A OT EQ LUX 07/22 USD 5.92 –16.4 –25.3 1.2
Eq. Gold Mines A OT EQ LUX 07/22 USD 29.62 –1.2 6.8 13.9
Eq. Japan A JP EQ LUX 07/22 JPY 1124.18 –15.1 –30.2 –9.4
Eq. Japan Sm Cap A JP EQ LUX 07/22 JPY 1258.90 –26.2 –40.1 –27.0
Eq. Japan Target A JP EQ LUX 07/22 JPY 1911.08 –5.6 –23.2 –7.9
Eq. Switzerland A CH EQ LUX 04/17 CHF 36.35 –16.6 –21.3 –4.3
Eq. UK A UK EQ LUX 07/22 GBP 12.42 –27.2 –33.0 –11.6
Eq. US ConcenCore A US EQ LUX 07/22 USD 23.01 –14.3 –13.7 1.5
Eq. US Lg Cap Gr A US EQ LUX 07/22 USD 18.71 –7.0 –6.7 5.9
Eq. US Mid Cap A US EQ LUX 07/22 USD 33.61 –14.1 –7.9 10.3
Eq. US Multi Strg A US EQ LUX 07/22 USD 25.92 –10.0 –14.8 2.2
Eq. US Rel Val A US EQ LUX 07/22 USD 24.67 –13.8 –25.0 –3.6
Eq. US Sm Cap Val A US EQ LUX 07/22 USD 22.07 –11.6 –24.3 –3.9
Eq. US Value Opp A US EQ LUX 07/22 USD 22.56 –11.5 –23.7 –3.9
Money Market EURO A EU MM LUX 07/22 EUR 26.62 2.4 4.2 3.7
Money Market USD A US MM LUX 07/22 USD 15.58 1.7 3.9 4.4

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
Email: am@tni.ae Tel:+971 2 619 2300
MENA Real Estate Acc Fund OT EQ ARE 06/30 USD 14.49 –2.0 39.3 27.8
UAE Blue Chip Fund Acc AS EQ ARE 07/03 AED 12.55 7.7 42.4 23.9

n TRIGON CAPITAL
Phone +372 667 9208 Fax +372 667 9221 E-mail invest@trigon.ee Website www.trigoncapital.com

Central and Eastern European EUR EE EQ EST 07/23 EEK 175.03 –34.7 –43.9 –14.2
New Europe Small Cap EUR EE EQ EST 07/23 EEK 96.59 –30.7 –42.0 –9.8
Second Wave EUR EE EQ EST 07/23 EEK 211.28 –23.1 –28.8 6.9

n YUKI MANAGEMENT & RESEARCH CO., LTD.
Tel: +81-3-5299-3277 www.yukijapan.co.jp
YMR-N Growth Fund JP EQ IRL 07/23 JPY 13196.00 –21.3 –39.2 –13.0
YMR-N Japan Fund JP EQ IRL 07/23 JPY 14618.00 –16.0 –33.8 –6.5
YMR-N Low Price Fund JP EQ IRL 07/23 JPY 19322.00 –15.3 –34.3 –8.3
YMR-N Small Cap Fund JP EQ IRL 07/23 JPY 9184.00 –25.9 –43.9 –18.2
Yuki Mizuho Gen Jpn III JP EQ IRL 07/23 JPY 7405.00 –20.3 –35.2 NS
Yuki Mizuho Jpn Dyn Gro AS EQ IRL 07/23 JPY 7898.00 –18.7 –36.8 –14.0
Yuki Mizuho Jpn Exc 100 JP EQ IRL 07/23 JPY 10192.00 –18.6 –33.9 –11.7
Yuki Mizuho Jpn Gen JP EQ IRL 07/23 JPY 12440.00 –19.0 –37.3 –10.8
Yuki Mizuho Jpn Gro JP EQ IRL 07/23 JPY 9334.00 –24.4 –40.9 –15.2
Yuki Mizuho Jpn Inc JP EQ IRL 07/23 JPY 11721.00 –10.6 –30.7 –5.5
Yuki Mizuho Jpn Lg Cap AS EQ IRL 07/23 JPY 7701.00 –18.4 –33.0 NS
Yuki Mizuho Jpn LowP JP EQ IRL 07/23 JPY 15247.00 –15.8 –32.7 –9.0
Yuki Mizuho Jpn PGth JP EQ IRL 07/23 JPY 12315.00 –25.0 –36.0 –13.8
Yuki Mizuho Jpn SmCp JP EQ IRL 07/23 JPY 9203.00 –27.4 –42.7 –18.5
Yuki Mizuho Jpn Val Sel AS EQ IRL 07/23 JPY 8019.00 –14.7 –31.6 –9.6
Yuki Mizuho Jpn YoungCo AS EQ IRL 07/23 JPY 4042.00 –29.3 –49.8 –33.4

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 07/23 JPY 7114.00 –19.6 –33.8 –9.9
Yuki 77 General JP EQ IRL 07/23 JPY 9444.00 –17.8 –34.1 –8.8
Yuki 77 Growth JP EQ IRL 07/23 JPY 9329.00 –23.9 –39.8 –16.3

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 07/23 JPY 9685.00 –16.8 –37.8 –12.4
Yuki Chugoku Jpn Gro JP EQ IRL 07/23 JPY 7939.00 –21.3 –31.8 –9.6
Yuki Chugoku Jpn Inc JP EQ IRL 07/23 JPY 7903.00 –9.0 –24.0 –5.7
Yuki Chugoku JpnLowP JP EQ IRL 07/23 JPY 11155.00 –21.3 –38.8 –9.7
Yuki Chugoku JpnPurGth JP EQ IRL 07/23 JPY 7281.00 –16.8 –36.0 –11.5

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 07/23 JPY 10784.00 –16.1 –35.1 –9.9

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 07/23 JPY 7472.00 –15.3 –32.8 –7.4
Yuki Hokuyo Jpn Gro JP EQ IRL 07/23 JPY 6317.00 –21.4 –38.5 –15.4
Yuki Hokuyo Jpn Inc JP EQ IRL 07/23 JPY 7591.00 –10.0 –30.0 –8.1

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 07/23 JPY 7940.00 –18.2 –34.7 –10.0
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 07/23 JPY 7091.00 –20.6 –36.9 NS

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 07/23 JPY 8033.00 –16.1 –39.5 –10.7

Continued from previous page

n 788 ASSET MANAGEMENT LTD.
info@788am.com www.788am.com
788 China Fund Ltd OT OT CYM 06/30 USD 106.53 –64.7 –49.1 –8.0
788 China Smaller Cap OT OT CYM 06/30 USD 75.93 NS NS NS
788 Gl Asset Alloc. Fd OT OT CYM 06/30 USD 86.51 –39.8 –23.6 –6.0
788 Japan Fund Ltd OT OT CYM 06/30 USD 81.80 –33.9 –24.1 –10.8

n ALEXANDRA INVESTMENT MANAGEMENT
Alexandra Global Inv I OT OT VGB 06/30 USD 51.88 –21.3 –16.5 –2.5

n ATLANTIC INVESTMENT MANAGEMENT - NEW YORK, NEW YORK
info@atlanticinvestment.net Tel: +1 212 484 5050
AJR International A US EQ VGB 07/16 USD 1048.47 –1.0 –2.7 NS
AJR International B US EQ VGB 07/18 USD 175.84 –1.0 –3.2 NS
Cambrian Asia Ltd. AS EQ VGB 07/16 JPY 8008.00 –18.0 NS NS
Cambrian Europe Ltd. EU EQ VGB 07/16 EUR 81.88 –21.7 NS NS
Cambrian Fund Ltd. A US EQ VGB 07/16 USD 678.35 –21.4 NS NS
Cambrian Fund Ltd. B US EQ VGB 07/16 USD 165.50 –21.4 NS NS
Rodinia Fund Ltd US EQ VGB 07/16 USD 131.93 –8.5 –11.4 NS

n CAPITAL MANAGEMENT ADVISORS
Phone Number: +1 441 295 59 29
CMA Dynamic OT OT BHS 06/30 USD 1630.93 0.0 –1.0 5.7
CMA MultHdge Arbtrge OT OT CYM 06/30 USD 1916.76 –0.7 –0.3 5.3
CMA MultHdge Balncd OT OT CYM 06/30 USD 1396.11 –0.3 0.3 4.9
CMA MultHdge Growth OT OT CYM 06/30 USD 2055.05 4.1 3.7 7.3
CMA MultiHdge Lvrgd OT OT CYM 06/30 USD 1417.77 –0.8 –5.7 7.0

n CARLO SCEVOLA & PARTNERS
Tel +44 (0) 20 7419 5671
www.rescgf.com
Resolute Capital Gth Fd OT OT VGB 06/30 USD 1197.69 6.6 16.1 9.4

n D'AURIOL FUNDS WWW.DAURIOL.BIZ
2 FUNDS OF FUNDS OF HEDGE FUNDS
D'Auriol Alt Non-Lev A EU OT CYM 05/31 EUR 127.65 –1.5 1.4 5.3
D'Auriol Opp F3 EUR EU MM CYM 05/30 EUR 1318.75 –3.8 NS NS

n HARMONY CAPITAL
email: Julie@harmonycapital.co.uk Tel: + 44 207 290 6630
Harmony Cap Ltd A USD OT OT BMU 06/30 USD 2208.21 –5.5 –9.7 3.1

Harmony Cap Ltd B EUR OT OT BMU 06/30 EUR 2131.84 –5.0 –9.8 2.2
Harmony Cap Ltd D USD OT OT BMU 06/30 USD 1268.14 –5.7 –10.1 2.7
Harmony Cap Ltd E EUR OT OT BMU 06/30 USD 1228.64 –5.1 –10.1 1.7
Harmony Cap Ltd F GBP OT OT BMU 06/30 GBP 1070.00 –4.7 –8.8 NS

n HERMITAGE CAPITAL MANAGEMENT LTD.
Tel: +7501 258 3160 www.hermitagefund.com
The Hermitage Fund GL EQ JEY 07/18 USD 1615.15 –9.3 0.0 4.8

n HORSEMAN CAPITAL MANAGEMENT LTD.
T: +44(0)20 7838 7580, F: +44(0) 20 7838 7590, www.horsemancapital.com
Horseman EmMkt Opp EUR GL EQ GBR 06/30 EUR 192.16 3.7 29.5 NS
Horseman EmMkt Opp USD GL EQ USA 06/30 USD 198.40 3.6 31.0 NS
Horseman EurSelLtd EUR EU EQ GBR 06/30 EUR 215.94 20.2 28.9 29.0
Horseman EurSelLtd USD EU EQ GBR 06/30 USD 225.46 20.0 29.2 30.5
Horseman Glbl Ltd EUR GL EQ CYM 06/30 USD 425.26 13.3 22.1 29.8
Horseman Glbl Ltd USD GL EQ CYM 06/30 USD 425.26 13.3 22.1 29.8

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com
HSBC Absolute Companies
HSBC Absolute Companies
Euro Absolute OT OT GGY 06/30 GBP 1.61 –1.3 –2.1 5.6
Euro Absolute EUR OT OT GGY 06/30 EUR 2.25 –1.8 –3.4 4.0
Global Absolute OT OT GGY 06/30 GBP 1.15 2.4 6.3 9.3
Global Absolute USD OT OT GGY 06/30 USD 2.12 1.2 4.9 9.1

n HSBC ALTERNATIVE STRATEGY FUND
Special Opp EUR OT OT CYM 06/30 EUR 117.33 4.8 9.2 NS
Special Opp Inst EUR OT OT CYM 06/30 EUR 110.05 5.2 10.1 NS
Special Opp Inst USD OT OT CYM 06/30 USD 119.70 4.8 10.7 NS
Special Opp USD OT OT CYM 06/30 USD 118.52 4.4 9.8 NS

n HSBC Portfolio Selection Fund
GH Fund AP OT OT CYM 06/30 EUR 145.26 2.6 6.9 12.2
GH Fund CHF Hdg OT OT JEY 06/30 CHF 124.53 1.5 3.6 7.6
GH Fund EUR Hdg OT OT JEY 06/30 EUR 135.03 2.3 5.4 9.5
GH Fund EUR Hdg (Non-V II) OT OT JEY 06/30 EUR 119.89 2.4 5.5 9.5
GH Fund EUR Hdg (Non-V) OT OT JEY 06/30 EUR 135.03 2.3 5.4 9.5
GH Fund GBP Hdg OT OT JEY 06/30 GBP 147.71 3.2 7.4 11.4
GH Fund Inst EUR OT OT JEY 06/30 EUR 103.44 NS NS NS
GH Fund Inst JPY OT OT JEY 06/30 JPY 10230.11 0.8 2.3 NS
GH Fund Inst USD OT OT JEY 06/30 USD 120.29 2.4 6.7 11.7
GH FUND S EUR OT OT CYM 06/30 EUR 140.92 3.1 6.8 10.8
GH FUND S GBP OT OT CYM 06/30 GBP 146.03 3.7 8.4 12.5
GH Fund S USD OT OT CYM 06/30 USD 160.44 2.7 7.3 12.3
GH Fund USD OT OT GGY 06/30 USD 298.33 2.1 6.0 10.9
Hedge Investments OT OT JEY 05/30 USD 149.12 1.6 6.3 10.3
Leverage GH USD OT OT GGY 06/30 USD 155.03 1.6 5.5 15.1
MultiAdv Arb CHF Hdg OT OT JEY 06/30 CHF 112.36 –1.5 –3.6 2.9
MultiAdv Arb EUR Hdg OT OT JEY 06/30 EUR 120.89 –0.6 –1.9 4.7
MultiAdv Arb GBP Hdg OT OT JEY 06/30 GBP 131.45 0.0 –0.7 6.0
MultiAdv Arb Inst USD OT OT CYM 06/30 USD 98.01 –0.8 NS NS
MultiAdv Arb S EUR OT OT CYM 06/30 EUR 127.47 0.1 –0.6 6.2
MultiAdv Arb S GBP OT OT CYM 06/30 GBP 133.72 0.6 0.8 7.6
MultiAdv Arb S USD OT OT CYM 06/30 USD 140.78 –0.5 –0.4 7.3
MultiAdv Arb USD OT OT GGY 06/30 USD 220.78 –1.1 –1.8 6.0

n HSBC Uni-folio
Alpha AdvantEdge OT OT JEY 06/30 USD 131.04 –1.7 1.4 6.6
Asian AdbantEdge EUR OT OT JEY 06/30 EUR 108.78 –8.3 –0.2 NS
Asian AdvantEdge OT OT JEY 06/30 USD 194.89 –8.8 0.3 10.8
Emerg AdvantEdge OT OT JEY 06/30 USD 188.43 –8.9 0.8 11.0
Emerg AdvantEdge EUR OT OT JEY 06/30 EUR 109.06 –8.5 –0.3 NS
Europ AdvantEdge EUR OT OT JEY 06/30 EUR 141.30 –0.9 –2.5 5.5
Europ AdvantEdge USD OT OT JEY 06/30 USD 147.25 –1.5 –2.4 6.6
Japan AdvantEdge JPY OT OT JEY 06/30 JPY 8871.97 –5.5 –6.4 –8.5
Japan AdvantEdge USD OT OT JEY 06/30 USD 102.33 –4.7 –3.3 –3.8

Lvgd Alpha AdvantEdge OT OT JEY 06/30 USD 137.32 –5.4 –2.4 6.9
Trading AdvantEdge OT OT GGY 06/30 USD 149.10 10.8 21.6 18.7
Trading AdvantEdge EUR OT OT GGY 06/30 EUR 135.18 10.7 20.0 16.9
Trading AdvantEdge GBP OT OT GGY 06/30 GBP 141.15 12.2 22.7 19.2
US AdvantEdge OT OT JEY 06/30 USD 130.50 3.2 6.1 8.6

n INTEGRATED ALTERNATIVE INVESTMENTS, TEL: +44 (0)20 75149200
Email: contact@integratedai.com - Website: www.integratedai.com
Altipro OT OT FRA 07/17 EUR 259.72 2.1 3.9 NS
Integrated Cash Dyn EUR OT OT CYM 06/30 EUR 101.62 0.8 1.6 3.6
Integrated Dir Trading EUR OT OT CYM 06/30 EUR 109.74 7.1 16.3 10.9
Integrated Emg Markets EUR OT OT CYM 06/30 EUR 97.09 –7.6 –2.9 3.8
Integrated European EUR OT OT CYM 06/30 EUR 157.67 6.1 2.3 6.0
Integrated Event Driven EUR OT OT CYM 06/30 EUR 107.19 0.0 2.0 8.5
Integrated Lg/Sh Sel F EUR OT OT CYM 06/30 EUR 99.89 –0.1 1.3 8.4
Integrated Lg/ShEqA EUR OT OT IRL 06/30 EUR 113.31 –3.7 –2.3 4.7
Integrated MultSt B EUR OT OT VGB 06/30 EUR 140.49 0.7 3.4 6.2
Integrated Relative Value EUR OT OT CYM 06/30 EUR 99.29 –1.2 –0.7 4.5

n KEY ASSET MANAGEMENT (UK) LIMITED
Tel: +44 207 0166200 rmurray@keyhedge.com
Key Asia Hldgs, Inc. OT OT VGB 07/04 USD 232.55 –7.7 –6.8 2.2
Key Europe, Inc. EU EQ VGB 07/11 EUR 198.72 –3.6 NS NS
Key Global, Inc. GL EQ VGB 07/11 USD 679.88 –2.8 NS NS
Key Hedge Fund, Inc. OT OT VGB 07/11 USD 435.31 –2.2 NS NS
Key Recovery Fd Ltd. OT OT CYM 07/11 USD 175.82 –3.6 –3.6 5.0
KeyGblEmgMkts, Inc. GL EQ VGB 07/11 USD 562.02 –13.4 NS NS

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
KBL SPOP Investing OT OT LUX 06/30 EUR 2191.46 –0.6 2.2 8.4
KBL SPOP Investing OT OT LUX 06/30 USD 2115.13 –0.9 2.6 9.6
KBL SPOP Long/Short Eq OT OT LUX 06/30 USD 598.29 –9.7 1.5 NS
KBL SPOP Long/Short Eq OT OT LUX 06/30 EUR 592.24 –9.0 1.6 NS

n MERIDEN GROUP
Tel: + 376 741 175 Fax: + 376 741 183 Email: meriden@meriden-ipm.com
Antanta Combined Fund EE EQ AND 07/18 USD 702.32 –15.5 –14.0 –7.8
Antanta MidCap Fund EE EQ AND 07/18 USD 1583.75 –12.6 6.8 19.9
Meriden Opps Fund GL OT AND 07/16 EUR 103.67 –7.5 NS NS
Meriden Protective Div GL EQ AND 07/21 EUR 75.06 –7.5 NS NS

n OTHER FUNDS
For information about these funds, please contact us on Tel: +44 (0) 207 842 9694/9633
Medinvest Plc Dublin OT OT IRL 05/30 USD 1482.79 0.0 4.0 8.9

n PRIMASIA PACIFIC ASSET MANAGEMENT LTD. TEL: +852 2523 8221
www.primasia.com www.primasiahedgefund.com
Primasia Hedge Fund GL OT BMU 07/22 USD 16.85 –2.8 NS NS

n RAINBOW ADVISORY SERVICES LTD. TEL: +242 322 5444
info@rainbowadvisors.com
Rainbow Glb Hi Yld GL BD BHS 06/30 USD 4125.75 1.3 13.6 1.7
Star Fund Ltd Inv GL BD BHS 06/30 USD 2844.54 7.2 34.6 8.2

n SUPERFUND ASSET MANAGEMENT GMBH
For information about open funds, please contact us on Tel: +43 1 24700
www.superfund.com *Closed for New Investments
Superfund Cayman* OT OT CYM 07/15 USD 82.11 72.5 48.2 37.3
Superfund GCT USD* GL EQ LUX 07/15 USD 3727.00 53.6 29.5 26.6
Superfund Gold A (SPC) GL OT CYM 07/15 USD 1363.06 55.1 73.1 45.1
Superfund Gold B (SPC) GL OT CYM 07/15 USD 1607.46 71.7 83.0 56.8
Superfund Q-AG* OT OT AUT 07/15 EUR 8811.00 36.3 25.4 21.8

n WEAVERING CAPITAL
www.weaveringcapital.com chas.dabhia@weaveringcapital.com T:+44(0)2073554720
Weavering Macro F.I. Fd GL OT CYM 06/30 USD 169.43 2.8 10.2 11.6

n WINTON CAPITAL MANAGEMENT LTD
Tel: +44 (0)20 7610 5350 Fax: +44 (0)20 7610 5301
Winton Evolution EUR GL OT VGB 06/30 EUR 1378.74 10.2 19.1 15.7
Winton Evolution GBP GL OT VGB 06/30 GBP 1352.95 10.9 21.0 17.2
Winton Evolution JPY GL OT VGB 06/30 JPY 123472.95 7.5 14.9 11.8
Winton Evolution USD GL OT CYM 06/30 USD 1348.98 10.0 19.7 16.8
Winton Futures EUR GL OT VGB 06/30 EUR 200.50 18.2 29.3 22.5
Winton Futures GBP GL OT VGB 06/30 GBP 214.70 19.1 31.6 24.3
Winton Futures JPY Lead Series 2 GL OT VGB 06/30 JPY 14653.53 16.4 25.8 19.8
Winton Futures USD GL OT VGB 06/30 USD 716.03 18.1 30.3 23.9

n ZULAUF EUROPE FUNDS
Phone: +353 1436 7200 Fax: +353 1672 5361 www.zulaufeurope.ky
Zulauf Europe Fd EUR OT OT CYM 07/18 EUR 152.94 8.0 11.8 6.4
Zulauf Europe Fd LP OT OT CYM 03/31 USD 173.04 1.2 12.5 6.3
Zulauf Europe Fd USD OT OT CYM 07/18 USD 326.07 8.7 13.5 8.9

NAV % RETURN
FUND NAME GF DATE CR NAV 1-WK 1-MO 1-Q 1-YR 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

For information about listing your funds, please contact: Peter Jennings, tel: +44-20-7842-9674; email: peter.jennings@dowjones.com or Carson Wong tel: +852 2831-6481; email: carson.wong@dowjones.com

Advertisement [ ALTERNATIVE INVESTMENT FUNDS www.WSJ.com ] Advertisement

n ARIX ABSOLUTE RETURN INVESTABLE INDEX
Feri Institutional Advisors, www.feri.de
ARIX Composite Gross USD OT 06/30 USD 1602.00 NS 0.5 4.1 5.0 8.0

Advertisement [ INTERNATIONAL INVESTMENT FUNDS www.WSJ.com ] Advertisement

INDICES
12-month and 2-year returns may be calculated over 11- and 23-month
periods pending receipt and publication of the last month end price.
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India bribe claim detailed
Opposition party
goes on the offensive;
corruption common

By Niraj Sheth

And Jackie Range

NEW DELHI—Fresh from a de-
feat in a confidence vote in Parlia-
ment Tuesday, India’s opposition is
staying on the offensive by detailing
allegations of bribery against the
government, in a familiar ritual of
Indian political life.

Three legislators from the con-
servative Bharatiya Janata Party—
India’s largest opposition group,
with roots in Hindu nationalism—ac-
cuse the ruling Congress Party-led
coalition and its allies of offering a
total of about $2.25 million in ex-
change for abstentions in the vote.
They allege the bribe was made over
a series of meetings and phone calls
Monday and Tuesday.

The allegations were aired on
the Parliament floor Tuesday when
the three members waved stacks of
Indian rupees around on live televi-
sion, claiming the cash was a down
payment on a larger bribe. Officials
of the government and its parlia-
mentary allies have vehemently de-
nied the allegations, saying they
were fabricated to distract from the
government’s victory.

The government Tuesday sur-
vived the confidence vote, spurred
by oppostion to a nuclear-energy

deal with the U.S., by a 275-256 mar-
gin, with 10 abstentions.

However sensational the bribery
allegations—and whether or not
there is any truth to them—they are
neither surprising nor unique. Cor-
ruption in the body politic is perva-
sive in the world’s largest democ-
racy, at the local, state and national
executive and legislative levels. Anu-
pama Jha, executive director of
Transparency International India,
an anticorruption watchdog, said
corruption is so rampant “it has al-
most become a way of life.”

Among other measures,
Transparency Interna-
tional is calling for the in-
troduction of a federal om-
budsman with the author-
ity to probe charges of cor-
ruption, abuses of author-
ity and accumulation of il-
licit wealth for government
officials and would-be poli-
ticians.

Popular reaction was
mixed as to whether the al-
legations were surprising, but em-
barrassment was a common re-
sponse. Sabrina Bowen, an assistant
general manager at the Hindustan
Times, based in Mumbai, said, “In-
dia has been made a laughingstock
in front of the world. Our govern-
ment is our identity, and if your iden-
tity is clouded, it is a shame.”

The BJP members claim that
Amar Singh, leader of the Sa-
majwadi party, a key Congress ally,
made the offer to some BJP legisla-
tors at his residence Tuesday morn-

ing and delivered a down payment
of about $250,000 in cash in bags
later that afternoon. They also
claim senior Congress official
Ahmed Patel confirmed the bribe
with them over the phone. Mr. Patel
is political secretary to Congress
President Sonia Gandhi.

The three BJP members say they
invited the television station CNN-
IBN to record meetings between legis-
lators in which the three say the al-
leged bribe was offered. CNN-IBN
says it did reporting on the matter but

wouldn’t air any recordings
until it could further investi-
gate the allegations. The
speaker of Parliament has
promised to conduct an in-
vestigation into the matter.

Mr. Singh and Mr. Patel
forcefully denied the allega-
tions. Mr. Patel said Tues-
day he was ready to resign
from public life if anyone
proved he paid money to
any BJP party members to
abstain. Calls Wednesday

to Mr. Patel’s office were not re-
turned, while Mr. Singh was unavail-
able for comment, according to a Sa-
majwadi party representative.

Graft and accusations of graft
are a staple of Indian politics. Three
years ago, the Indian Parliament ex-
pelled 11 members for accepting
bribes. In 2001, a magazine sting ex-
posed a senior BJP leader accepting
a bribe of about $2,500 from the
magazine’s reporters.
 —Vibhuti Agarwal

contributed to this article.

Housing deal gets Bush’s blessing

China plans to designate
protest zones for Games

Amar Singh

A
FP

By Michael R. Crittenden

And Damian Paletta

WASHINGTON—U.S. President
George W. Bush dropped his opposi-
tion to lawmakers’ most aggressive
effort to address the housing crisis,
all but guaranteeing enactment of
help for Fannie Mae and Freddie
Mac and allowing the government
to insure as much as $300 billion in
refinanced mortgages.

White House press secretary
Dana Perino announced Mr. Bush’s
switch in a conference call with re-
porters. “We believe this is not the
time for a prolonged veto fight but
we are confident the president
would prevail in one,” she said.

It was a dramatic split for Mr.
Bush and congressional Republi-
cans, many of whom are angrily op-
posed to the housing legislation,
which they call a handout for irre-
sponsible homeowners and unscru-
pulous lenders.

At a closed-door meeting
Wednesday, House Republicans de-
nounced the plan, although it is
clear they don’t have enough votes
to prevent it from becoming law.

Rep. John Boehner, the House mi-
nority leader, told colleagues that
he would “vote against this bailout
bill, and that taxpayers deserve a lot
better than this,” according to a se-
nior Republican aide.

The House was expected to ap-
prove the bill Wednesday, and the
Senate may follow later this week.

The bill started as a relatively
modest attempt to help struggling
homeowners, but has since
morphed into a sprawling piece of
legislation.

It is the most expansive and po-
tentially most expensive effort the
government has put together to ad-

dress the housing crisis and the
broader financial contagion.

One of the most significant provi-
sions—sparked by the recent crisis—
will provide an explicit federal back-
stop for Fannie and Freddie. It will
also significantly beef up oversight
of the two publicly traded, govern-
ment-chartered companies, which
own or guarantee $5.2 trillion of
U.S. home mortgages, or nearly half
the total outstanding.

But the bill does much more than
that, containing tax breaks for first-
time home buyers, federal insur-
ance for struggling homeowners
and grants for states to buy fore-
closed homes.

Treasury Secretary Henry Paul-
son said it was easy for him to rec-
ommend that the president support
the legislation despite some disap-
pointing points contained within it.

Mr. Paulson called the legisla-
tion “very important to the capital
markets broadly and to confidence”
in Fannie and Freddie. He said it is
key to helping the U.S. turn a corner
in the housing crisis. On Tuesday in
a speech in New York, the Treasury
secretary said he would rather not
have to ask for extraordinary author-
ities to support the mortgage com-
panies, “but I am playing the hand
that I have been dealt.”

The nonpartisan Congressional
Budget Office said Tuesday that a
temporary measure to prop up Fan-
nie Mae and Freddie Mac could cost
the government as much as $25 bil-
lion. Lawmakers also plan to include
a $4 billion program that would al-
low local governments to buy and re-
habilitate foreclosed properties.

“Nobody in America will agree
with everything that is in this bill,
but I think enough people in Amer-
ica will find it acceptable, so it will

go to the president’s desk to be
signed,” House Financial Services
Committee Chairman Barney Frank
(D., Mass.) said.

Senate Banking Committee
Chairman Christopher Dodd (D.,
Conn.) and Sen. Richard Shelby (R.,
Ala.) issued a joint statement saying
they were “optimistic about the
prospects for this legislation.”

Thedealincludes severalcompro-
mises.ItwouldallowFannieandFred-
die to purchase loans of as much as
$625,000 in high-cost areas of the
country, a lower number than many
House Democrats wanted but higher
than some Senate lawmakers origi-
nally envisioned. It would also give
thenewregulatorforFannieandFred-
die more control over the compensa-
tion packages received by top execu-
tives at either housing-finance giant,
an unusual mark of government con-
trol over a publicly traded company.

The exposure of Fannie Mae and
Freddie Mac to the housing mar-
ket’s downturn has triggered fears
about their solvency. Their stock
prices plummeted this month be-
fore leveling off after Treasury and
Federal Reserve officials an-
nounced a series of measures to
keep the companies running if their
positions worsened, a plan this legis-
lation would endorse.

The $25 billion cost estimate
from the CBO for the rescue plan
was played down by Democratic and
Republican lawmakers. “Everyone
knows it’s just a wild guess,” said
Sen. Jim DeMint, (R., S.C.). He called
the plan a “huge gamble,” but added
that, “it’s kind of: Guarantee a little
now or pay a whole lot later.”

 —The Associated Press, Maya
Jackson Randall, Sarah Lueck

and James R. Hagerty
contributed to this article.

By Mei Fong

And Shai Oster

BEIJING—China, which has
cracked down on political dissent
ahead of the Olympics and promised
todealharshlywithillegaldemonstra-
tions, is taking thehighly unusualstep
of setting aside space in three Beijing
parks for protests during the Games.

The creation of designated pro-
test areas was announced Wednes-
day. One of the parks that will have a
protestspotisin thecity’smaindiplo-
matic area. Another is in the univer-
sitydistrict nearsome Gamesvenues,
but away from the main stadiums.

“Chinese law protects legal as-
sembly,” Liu Shaowu, the security
chief of the Beijing Olympic Organiz-
ing Committee, said during a news
conference.

It remains unclear how much
freedom any would-be demonstra-
tors will actually have, as Chinese
law requires anyone who wants to
stage a protest to first receive a gov-
ernment permit. Few Chinese citi-
zens go through the process.

Beijing Games officials said they
didn’t know if demonstrators in the
designated protest areas would also
need permits and referred ques-
tions to the city government and po-
lice. Neither responded to requests
for comment.

Human-rights advocates com-
plained that the protest areas are
too far away from Olympic venues.
They said people with real griev-
ances likely would be too intimi-
dated to show up.

“It’s a fig leaf,” said Nicholas Be-
quelin, China research director for
the New York-based activist group
Human Rights Watch. He said the
move appeared designed to allow
China and the International Olympic
Committee “to pretend they respect
rights to demonstrate when in fact
they don’t.”

Beijing’s decision to set aside
protest spots came after prodding
from the IOC. Giselle Davies, an IOC
spokeswoman said in an email that
“the Chinese authorities were en-
couraged to” find “ways to manage
any protests.”

Also Wednesday, human-rights
groups said Chinese authorities ar-
rested or detained several activists.
Shanghai lawyer Zheng Enchong was
taken away by public-security offic-
ers and had his home searched, ac-
cording to China Human Rights Law-
yers Concern Group. Mr. Zheng is help-
ing evictees in Shanghai and had com-
plained last month authorities were
warning petitioners to stay away
from Beijing during the Olympics.

Internet dissident Du Daobin
also was arrested for violating his
probation terms, said Reporters
Without Borders. Mr. Du was jailed
for subversion for writing online es-
says in support of other dissidents.
He is the third Internet dissident to
be imprisoned in the run-up to the
Games, said the Paris-based group.

China’s leadership this year has
faced a wave of occasionally violent
antigovernment protests across Ti-
betan areas in western China. There
also have been antigovernment dem-
onstrations among Turkic-speaking
Muslims in the northwest. In addi-
tion, China’s government has faced
criticism from foreign human-rights
activists on everything from its treat-
ment of its own people to its support
for unpopular governments in
Sudan, Myanmar and North Korea.

Large and raucous pro-Tibet
demonstrations marred parts of the
international Olympic torch relay in
Europe and the U.S., and Chinese of-
ficials are determined not to allow
similar disruptions of the Games.

Last week, Beijing organizers
said spectators would be barred
from bringing banners, flags and
posters with messages of a religious
or political nature into Games sites.
Even banners saying such things as
“Go China,” won’t be allowed, ac-
cording to a report by state-run Xin-
hua news agency.

The rules prohibit flags of non-
participants in the Games—which
would preclude any for Tibet. Simi-
lar rules will apply even in Hong
Kong, which is hosting the Olympic
equestrian events and traditionally
enjoys greater political freedoms
than mainland China.

These rules appear to be a rela-
tively narrow interpretation of Arti-
cle 51 of the Olympic Charter, which
prohibits “political, religious or rac-
ist propaganda” in Olympic venues.

“I think the Games have moved
from a coming-out party to a hunker-
ing-down,” said Russell Leigh
Moses, a Beijing-based professor
for Chinese studies.

He added, “The real question for
China is, what happens after the
Games? Do the Games represent a
turning point? I doubt it. I think
we’ve seen the real face of the re-
gime, and that is a government inter-
ested in self-celebration.”

But some analysts are cautiously
optimistic. Xu Zhiyong, a law lec-
turer at the Beijing University of
Posts and Telecommunications,
said plans to allow even limited pro-
tests could be a promising sign.
 —Sky Canaves

contributed to this article.

Chinese paramilitary policeman line up at a military parade rehearsal outside
Beijing’s Olympic Stadium, known as the ‘Bird's Nest.’
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Andfs. Japo JP EQ AND 07/22 JPY 656.80 –15.0 –29.2 –8.0
Andfs. Plus Dollars US BA AND 07/22 USD 10.06 –6.0 –7.0 1.4
Andfs. RF Dolars US BD AND 07/22 USD 11.30 –0.3 0.5 2.3
Andfs. RF Euros EU BD AND 07/22 EUR 10.43 –5.5 –7.0 –3.0
Andorfons EU BD AND 07/22 EUR 14.10 –7.8 –11.0 –4.7
Andorfons Alternative Premium OT OT AND 05/31 EUR 114.88 –1.0 –0.2 3.1
Andorfons Mix 30 EU BA AND 07/22 EUR 10.43 –10.1 –12.8 –2.5
Andorfons Mix 60 EU BA AND 07/22 EUR 11.15 –15.4 –17.8 –2.3

n CHARTERED ASSET MANAGEMENT PTE LTD - TEL NO: 65-6835-8866
Fax No: 65-6835 8865, Website: www.cam.com.sg, Email: cam@cam.com.sg
CAM-GTF Limited AS EQ MUS 07/18 USD 225081.52 –13.7 –19.9 5.9

n DJE INVESTMENT S.A.
internet: www.dje.lu email: info@dje.lu phone:+00 352 269 2522 0 fax:+00 352 269 25252
DJE Real Estate P EU BA LUX 07/23 EUR 10.46 0.9 0.3 3.5
DJE-Absolut P GL EQ LUX 07/23 EUR 222.71 –11.7 –12.7 5.7
DJE-Alpha Glbl P EU BA LUX 07/23 EUR 186.96 –8.6 –8.8 6.4
DJE-Div& Substanz P GL EQ LUX 07/23 EUR 215.51 –9.6 –13.1 6.3
DJE-Gold&Resourc P OT EQ LUX 07/23 EUR 181.50 –3.2 –1.1 4.1
DJE-Renten Glbl P EU BD LUX 07/23 EUR 120.18 –1.5 –1.8 1.0
LuxPro-Dragon I AS EQ LUX 07/23 EUR 131.42 –27.4 –16.8 NS
LuxPro-Dragon P AS EQ LUX 07/23 EUR 128.85 –28.8 –18.2 NS
LuxTopic-Aktien Europa EU EQ LUX 07/23 EUR 16.26 –15.7 –12.5 3.6
LuxTopic-Pacific AS EQ LUX 07/23 EUR 17.24 –19.7 –17.8 6.8

n EAST CAPITAL

n WEBSITE: www.eastcapital.com
Ph: +46 (0) 8 505 88 505, Fax: +46 (0)8 505 88 508
(Lux) E Eur ConvgnceEUR EE EQ LUX 07/23 EUR 78.26 –28.7 –37.1 NS

(Lux) E Eur ConvgnceUSD EE EQ LUX 07/23 USD 94.44 –23.6 –28.3 NS
(Lux) Russian EUR EE EQ LUX 07/23 EUR 93.26 –18.0 –17.4 NS
(Lux) Russian USD EE EQ LUX 07/23 USD 112.45 –12.2 –6.0 NS
Balkan Fund EE EQ SWE 07/23 SEK 21.84 –34.5 –37.7 8.3
Baltic Fund EE EQ SWE 07/23 SEK 61.05 –17.1 –25.0 4.0
Eastern European Fund EU EQ SWE 07/23 SEK 43.35 –20.9 –21.0 11.0
Russian Fund EE EQ SWE 07/23 SEK 1448.86 –17.1 –13.8 14.0
Turkish Fund EE EQ SWE 07/23 SEK 6.79 –40.8 –40.8 2.0

n HERITAGE FUND MANAGEMENT
info@heritagefunds.ch www.heritagefunds.ch
HF-China Abs Ret OT OT CHE 07/17 CHF 91.43 –39.5 –37.0 NS
HF-World Bds Abs Ret OT OT CHE 07/17 USD 84.14 –7.8 4.7 2.4

n HERMES FINANCIAL MANAGEMENT (EGYPT) LIMITED, AMSALES@EFG-HERMES.COM
Tel: 9714 363 4041 *Middle East & Developing Africa Fund
EFG-Hermes Egypt GL EQ BMU 06/30 USD 61.85 –3.8 29.5 46.9
EFG-Hermes MEDA* GL EQ BMU 06/30 USD 39.42 8.9 38.8 35.5
EFG-Hermes Telecom OT EQ BMU 06/30 USD 34.42 –10.1 1.3 24.3

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com
HSBC Portfolio Selection Fund
Sel Emerg Mkt Debt GL BD GGY 07/22 USD 306.17 –1.8 1.4 6.0
Sel Emerg Mkt Equity GL EQ GGY 07/22 USD 232.08 –14.2 –9.9 17.6
Sel Euro Equity EUR US EQ GGY 07/22 EUR 112.56 –23.0 –30.6 –5.4
Sel European Equity EU EQ GGY 07/22 USD 236.79 –16.5 –20.5 5.7
Sel Glob Equity GL EQ GGY 07/22 USD 229.65 –15.9 –22.5 1.6
Sel Glob Fxd Inc GL BD GGY 07/22 USD 146.45 –0.2 3.7 3.3
Sel Pacific Equity AS EQ GGY 07/22 USD 154.64 –12.3 –9.1 16.8
Sel US Equity US EQ GGY 07/22 USD 147.23 –13.7 –16.8 1.2
Sel US Sm Cap Eq US EQ GGY 07/22 USD 208.35 –9.9 –21.7 0.6

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
DSF 25/75 EU BA LUX 07/22 EUR 325.11 –9.9 –10.0 –3.1
DSF 50/50 EU BA LUX 07/22 EUR 256.57 –13.6 –15.3 –4.2
DSF 75/25 EU BA LUX 07/22 EUR 206.98 –17.6 –20.7 –6.1
KBC Eq (L) Europe EU EQ LUX 07/22 EUR 590.13 –22.3 –29.1 –6.5
KBC Eq (L) Japan JP EQ LUX 07/22 JPY 25090.00 –15.1 –29.5 –9.4
KBC Eq (L) NthAmer EUR US EQ LUX 07/22 EUR 681.90 –11.5 –14.9 1.2
KBC Eq (L) NthAmer USD US EQ LUX 07/22 USD 964.95 –11.5 –13.8 3.4
KBL Key America EUR US EQ LUX 07/21 EUR 500.20 –14.4 –15.4 NS
KBL Key America USD US EQ LUX 07/21 USD 515.30 –14.6 –14.5 NS
KBL Key East Europe EU EQ LUX 07/21 EUR 2809.77 –17.2 –15.7 8.0
KBL Key Eur Sm Cie EU EQ LUX 07/21 EUR 1063.06 –22.4 –35.1 –5.1
KBL Key Europe EU EQ LUX 07/21 EUR 698.91 –20.9 –28.5 –4.9
KBL Key Far East AS EQ LUX 07/21 USD 1420.08 –25.7 –24.5 8.2
KBL Key Major Em Mkts GL EQ LUX 07/21 USD 755.88 –18.7 –7.1 25.3
KBL Key NaturalRes EUR OT EQ LUX 07/21 EUR 538.61 –13.4 –12.8 NS
KBL Key NaturalRes USD OT EQ LUX 07/21 USD 649.76 –5.9 –0.1 NS

n LLOYD GEORGE MANAGEMENT (HK) LTD
Suite 3808, One Exchange Square, HK: Tel. 852 2845 4433 Fax. 852 2845 3911
LG Antenna GL EQ BMU 07/18 USD 59.79 –20.1 –12.8 11.8
LG Asian Plus AS EQ CYM 07/18 USD 60.41 –29.2 –18.2 9.5

LG Asian SmallerCo's AS EQ BMU 07/22 USD 100.21 –37.0 –41.3 –2.6
LG India EA EQ MUS 07/17 USD 50.15 –46.3 –26.6 6.4
Siberian Investment Co EE EQ IRL 07/14 USD 68.76 –22.0 –16.3 9.9

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 07/22 EUR 49.64 –32.1 –42.7 5.9
MP-TURKEY.SI OT OT SVN 07/22 EUR 33.71 –33.9 –36.1 –1.1

n PAREX ASSET MANAGEMENT IPAS
Basteja Blvd. 14, Riga, LV-1050, Latvia
www.parexgroup.com Tel: +371 67010810
Parex Caspian Sea Eq GL EQ LVA 07/22 EUR 7.95 –11.5 –23.2 NS
Parex Eastern Europ Bd EU BD LVA 07/22 USD 14.19 3.8 4.6 6.8
Parex Russian Eq EE EQ LVA 07/22 USD 28.93 –8.9 7.7 27.9
Parex Ukrainian Eq EU EQ LVA 07/22 EUR 7.46 –27.3 NS NS

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
PF (LUX)-Asian Eq-Ica AS EQ LUX 07/23 USD 186.93 –20.8 –17.2 15.8
PF (LUX)-Asian Eq-Pca AS EQ LUX 07/23 USD 180.09 –21.3 –17.9 14.9
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Builders and banks: A bad breakup
Outstanding construction loans 
for single-family houses

Delinquencies on loans to build 
single-family houses
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The IndyMac appraisal in December 2007 valued the project at $17 million
down from an appraised value of $82 million in May 2007. ‘That’s insane,’
said the project’s developer.

JOSHUA RANCH DEVELOPMENT,
CALIFORNIA’S ANTELOPE VALLEYU.S. builders sue banks

Projects languish
as lenders pull credit,
spurring court fights
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By Michael Corkery

The love affair between banks
and builders during the U.S. hous-
ing boom has deteriorated into a se-
ries of divorces now spilling into
the courts.

As lenders rush to curtail their
real-estate exposure and preserve
sorely needed capital, they are trig-
gering lawsuits from builders that
say the banks have unfairly cut off
their construction financing,
stopped their projects midstream
and forced their companies to the
brink of bankruptcy.

“Lender-liability lawsuits are
coming. It’s only just beginning,”
says Michael Hackard, a lawyer in
Sacramento, Calif., who focuses on
real-estate law. “There are going to
be builders who argue that the
lender forced me into insolvency by
not acting in good faith.”

Developer John Thomas says he
had nearly finished building a
222-unit condominium and hotel
project in Stockton, Calif., when his
lender, First Banks Inc.’s Missouri-
based First Bank, wouldn’t release
the final $6 million from his $40 mil-
lion construction loan.

The bank indicated on “multiple
occasions” that it would finish fund-
ing the loan, but never did, accord-
ing to a lawsuit Mr. Thomas’s com-
pany, Regent Hotel LLC, filed
against First Bank in Superior Court
in Sacramento County. As a result,

Mr. Thomas’s lawyer says, liens
have piled up against the project,
the condo units haven’t been com-
pleted, and the hotel has been taken
over by a receiver.

“In our view, the bank took a
healthy project and destroyed it,”
says the lawyer, Matthew Quint.
“It’s our belief that they had no legal
grounds and no legitimate practical
concerns for refusing to continue
funding it.” First Bank’s lawyer de-
clined to comment.

The clampdown on construction
financing comes as banks face in-
tense pressure from regulators and
shareholders to reduce their real-es-
tate exposure. Regional and small
banks have been reeling amid fears
that they face potentially crippling
real-estate-related losses.

Tuesday, KeyCorp, a major
lender to home builders, reported a
$1.13 billion loss, saying its second-
quarter results were “adversely af-
fected” by higher loan losses re-
lated to its efforts to “aggressively
reduce its exposure to the residen-
tial properties segment of its com-
mercial real-estate construction
loan portfolio.” The bank’s provi-
sion for loan losses in the second
quarter was $647 million, up from
$187 million in the previous quar-
ter.

The courts may be a builder’s
last resort against a bank. The legal
disputes are turning heated as
banks go after the builders’ per-
sonal assets and family fortunes to
recoup losses from soured housing
developments. The banks are enforc-
ing personal guarantees that many
builders signed to arrange the
loans.

Lender-liability lawsuits were

relatively common during the real-
estate bust in the 1990s. Back then,
before foreclosing, some lenders of-
ten would effectively take control of
troubled projects and force many de-
velopers to follow their manage-
ment advice. That gave developers
an opening to sue the banks—with
success in many cases.

“When the project didn’t work,
the developer would blame the
bank when the bank moved to fore-
close,” says Leonard Boxer, head of
the real-state practice at the New
York law firm Stroock & Stroock &
Lavan LLP. “The banks learned their
lesson in the 1990s. That’s why lend-
ers are cautious today.”

During this downturn, some
banks have been more willing to
pull out of projects instead of get-
ting involved to fix them.

J.P. Eliopulos Enterprises Inc., a
home builder in the hard-hit hous-
ing market of California’s Antelope
Valley, north of Los Angeles, is su-
ing IndyMac Bancorp Inc., which is
now under federal control. The suit
alleges that the lender failed to act
in good faith when it launched an ex-
tensive audit of the builder’s large
housing project and then ordered
an appraisal, delaying the develop-
ment, according to a lawsuit the
company filed in Los Angeles
County Superior Court in April.

The bank appraisal in December
2007 valued the project, the approx-
imately 360-hectare Joshua Ranch
Development, at $17 million, down
from an appraised value of $82 mil-
lion in May of that year, says An-
drew Eliopulos, the company’s presi-
dent and chief executive. The bank
estimated it would take about 18
years to sell 539 houses on the prop-

erty, Mr. Eliopulos said. “That’s in-
sane,” he said. “I told them your ap-
praisal is flawed. This bank is in
trouble, and it just wants out.”

He says the bank had been pursu-
ing personal guarantees that he, his
wife and his 81-year-old mother
signed when the builder took out
the loans. IndyMac had been requir-
ing that the builder pay the differ-
ence between the property’s $17 mil-
lion appraised value and the $27 mil-
lion loan balance, or pay off the loan
in full, he says.

David Barr, a spokesman for the
Federal Deposit Insurance Corp.,
which now controls the bank, de-
clined to comment on the Eliopulos
lawsuit, but said “the FDIC is cur-
rently reviewing all defense of litiga-
tion that was pending against Indy-
Mac when it was closed.”

It isn’t clear whether IndyMac
will enforce the guarantees against
the Eliopulos clan. FDIC Chair-
woman Sheila Bair says her agency
was conducting a “case-by-case re-
view” of the bank’s construction
loans.

Mr. Eliopulos has joined about
30 California builders who have
been meeting in recent weeks to dis-
cuss ways to push back against the

banks. They are considering contact-
ing state lawmakers and even Con-
gress for help.

“If banks want to get out of resi-
dential lending, that’s fine; let’s sit
down and figure it out,” says Mick
Pattinson, another group member
and chief executive of builder Bar-
ratt American, based in Carlsbad,
Calif. “But that isn’t being done. The
rug is literally being pulled from un-
der us and games are being played.”

Mr. Pattinson says Bank of Amer-
ica Corp. froze his $100 million
credit line for seven months, while
ordering a new appraisal of his prop-
erties. During that time, Mr. Pattin-
son says, his company paid down its
credit line by $30 million, but then
stopped making payments in March
when Mr. Pattinson says he realized
the bank was never going to un-
freeze the loan.

A Bank of America spokes-
woman declined to comment on Mr.
Pattinson’s situation.

Mr. Pattinson says that “after
seven months, this country boy fig-
ured they weren’t going to allow us
to use the credit line. I said, ‘No func-
tioning line, no interest.’ ”
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By Alex Wilson

MELBOURNE, Australia—BHP
Billiton Ltd. posted production
records for iron ore, copper and oil
in its fiscal fourth quarter, setting
up the miner for a bumper full-year
profit.

Analysts said the production fig-
ures were in line with expectations
and with the quarterly figures re-
leased last week by BHP takeover tar-
get Rio Tinto. Neither side has
gained an advantage in the tussle
over BHP’s US$170 billion hostile bid.

BHP’s iron-ore output for the
quarter rose 15% from a year earlier
to 29.67 million metric tons. Produc-
tion for the fiscal year to June 30
rose 13% to 111.32 million tons. BHP
said its expansion will deliver fur-
ther production growth in the cur-
rent fiscal year, projecting Western
Australian iron-ore output at 137
million tons.

BHP also unveiled a potential
copper discovery close to its exist-
ing majority-owned Escondida
mine in Chile. Early indications
from the Pampa Escondida opera-

tion point to one billion tons of cop-
per mineralization. Output at Es-
condida is under pressure because
of lower ore grades.

Petroleum output for the fourth
quarter climbed 20% from a year
earlier to 36.23 million barrels of
oil equivalent, with full-year out-
put rising 13% to 129.5 million bar-
rels.

Copper output rose 14% to a
record 390,700 tons, with full-year
output up 10% to 1.38 million tons.
 —Elisabeth Behrmann in Sydney

contributed to this article.

BHP had record copper, iron-ore output in quarter
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