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By Jessica E. Vascellaro

And Yukari Iwatani Kane

Google Inc. Chief Execu-
tive Eric Schmidt resigned
from Apple Inc.’s board as the
companies face regulatory
scrutiny over their board ties
and as their businesses in-
creasingly overlap.

Apple announced Monday
the resignation of Mr.
Schmidt, a board member
since August 2006. Apple
said it and Mr. Schmidt had
reached the decision “mutu-
ally.”

Apple CEO Steve Jobs said
in a statement that as “Goo-
gle enters more of Apple’s
core businesses...Eric’s effec-
tiveness as an Apple board
member will be significantly
diminished, since he will

have to recuse himself from
even larger portions of our
meetings due to potential
conflicts of interest.”

In his own statement, Mr.
Schmidt called Apple a “fan-
tastic company,” adding, “as
Apple explained today, we’ve
agreed it makes sense for me
to step down now.”

But the measure appeared
not to fully placate U.S. regu-
lators, including the Federal
Trade Commission, which
has been investigating
whether the company’s
shared board members could
present opportunities for col-
lusion.

The FTC “will continue to
investigate remaining inter-
locking directorates between
the companies,” said Richard
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Clawed back 
Misallocated agricultural 
subsidies reclaimed from 
member states by the 
European Commission, 
1999-2007, in millions
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HSBC, Barclays post good results

France aims
to recoup aid
from farmers

Green job protection
Only biofuels made in
Europe are good for the
climate it seems. Page 12

Google’s Schmidt

leaves Apple board

Inside

Money & Investing: World sugar futures near 3µ-year highs
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Worst over? | Barclays and HSBC latest results

Note: Half-year data           Source: the companies

Barclays net profit HSBC net profit/loss
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£3 billion
£1.89 
billion
up 10% 
from a 
year ago

$3.35 
billion
down 57%
from a 
year ago

Balance sheet size

£1.5 trillion
Loan impairments

£4.6 billion

Balance sheet size

$2.4 trillion
Loan impairments

$13.9 billion
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HSBC and Barclays bank headquarters buildings in Canary Wharf in London
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By David

Gauthier-Villars

PARIS—For weeks, fruit
farmer Laurent Ducurtil has
worried that customary sum-
mer hailstorms would lay
ruin to his peach fields. Now,
he has a far bigger problem:
debts to the French state.

The French government
said Monday it would try to
reclaim Œ330 million ($470
million) in state subsidies
given to fruit and vegetable
producers across France
from 1992 to 2002. The Euro-
pean Commission ruled ear-
lier this year that the aid was
illegal and gave France until
last week to decide whether
it would comply and seek the
money back from farmers or
face a likely legal battle with
the EU.

Now it looks like the tus-
sle will be local. French farm-
ers are notorious for hitting
the streets in protest when
their business is suffering.

“The government had bet-
ter get ready to tough pro-
tests,” said Mr. Ducurtil, who
farms several kinds of fruits
in southern France.

France’s spending to sup-
port its own farmers are the
subject of dismay across the
European Union, particularly
when France is the biggest re-
cipient of EU farm subsidies—
about Œ9 billion last year.
France has long resisted at-
tempts at overhauling the Eu-

ropean farm aid system, up-
setting some of its neighbors
who say Paris is receiving
more than it should.

Yet French farmers com-
plain that they are at a disad-
vantage next to their peers in
Spain, where labor is
cheaper, or in Belgium and
the Netherlands, where farm-
ing is often more mecha-
nized.

French farmers say the
economic crisis had made the
situation worse. They argue
that Spain, Belgium and the
Netherlands are exporting
more of their fruits and vege-
tables to France as their tradi-
tional Eastern European ex-
port markets are suffering.
Supply has ballooned and
prices in France have
plunged as a result, the farm-

Please turn to back page

By Sara Schaefer

Muñoz

And Stephen Fidler

Strong performances in
wholesale and investment
banking helped two leading
British banks to post profits
Monday for the first half of
the year and dig them out of
troubles caused by ongoing
loan-impairments and other
difficulties related to the eco-
nomic downturn.

HSBC Holdings PLC beat
analysts’ expectations as it
reported a profit of $3.35 bil-
lion, down 57% from a year
earlier. Barclays PLC posted
a 10% rise in profit to £1.9 bil-
lion ($3.17 billion), buoyed
by a £1 billion pretax profit
in its investment-banking di-

vision, Barclays Capital,
known as BarCap.

Share prices for both
banks rose sharply in Lon-
don, even as they struck dif-
ferent tones about how the
rest of the year may play out.

HSBC Chairman Stephen
Green said: “It may be that
we have passed, or about to
pass, the bottom of the cycle
of the financial markets.”
But he warned that “the tim-
ing, shape and scale of any re-
covery in the wider economy
remain highly uncertain.”

Barclays, however, indi-
cated it did not foresee im-
provement in the trend of de-
terioration in the quality of
its loan portfolio heading
into the second half of the
year.

Both banks escaped the fi-
nancial turmoil of the last
year without requiring U.K.
government intervention
and have benefited from the
travails of their competi-
tors.

Barclays made inroads
into investment banking
thanks to its takeover of the
U.S. operations of Lehman
Brothers Holdings Inc.,
which it acquired last fall.
HSBC bankers said opera-
tions in Europe, Asia and
Latin America were attract-
ing important corporate cus-
tomers from other banks,
which had received govern-
ment bailout money, such as
Citibank and RBS.

BarCap’s profit-generat-
Please turn to page 31

Markets

Cash incentives to scrap
older cars and buy more en-
ergy-efficient vehicles sup-
ported car sales in France,
Italy and Spain last month.
U.S. auto sales in July climbed
to their highest pace in 11
months, also fueled by a “cash
for clunkers” program. Page 5

n The U.S. manufacturing
sector’s decline slowed last
month as factories boosted
output. Page 8

n Bank shares led the way
in the U.S. and Europe as the
Dow rallied and London’s FTSE
had its highest close since
Oct. 3. Oil rose 3.1%. Page 18

n The dollar fell to its low-
est levels this year against
most rivals as signs of global
economic recovery fanned
the desire for risk. Page 17

n Britain and the euro zone
posted manufacturing gains,
fueling recovery hopes, but
German retail data indicate
consumers are wary. Page 4

n Bank of America hired Sal-
lie Krawcheck as finance
chief, part of a push to
broaden the pool of candi-
dates to be CEO. Page 21

n Germany’s SPD sought to
jump-start its flagging cam-
paign with a pledge to re-
turn the country to full em-
ployment in a decade. Page 2

n Karlheinz Schreiber was
extradited to Germany from
Canada to face charges in a
political financing scandal in-
volving ex-leader Kohl. Page 2

n The U.K.’s proposals to
tighten the citizenship pro-
cess drew criticism from
some immigration and busi-
ness groups. Page 2

n AIG selected as its next
chief executive Robert Ben-
mosche, a former CEO of in-
surer MetLife. Page 17

n Metro swung to a profit
but posted lower sales be-
cause of weaker Eastern Eu-
ropean currencies and declin-
ing food prices. Page 6

n Nigeria’s rising death toll is
raising questions about how
an Islamic group under sur-
veillance was able to cause
such destruction. Page 4

n Iran’s supreme leader for-
mally endorsed Ahmadinejad’s
second term as president in
a ceremony that showed
deep political divides. Page 3

n The Palestinian Fatah party
holds its first convention in a
generation on Tuesday, a bid
to boost its standing and set
peace-talk guidelines. Page 3

For over 40 years, Intel has moved society forward
through technology. And we don’t plan on resting anytime
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French farmers pour peaches onto the A9 highway during a protest near Perpignan last week.

Barclays and HSBC Hold-
ings are the two great survi-
vors of the U.K. banking cri-
sis. Through a combination
of luck, skill and a fair de-
gree of cunning, they kept
their independence and
strengthened their market
positions. Better-than-ex-
pected first-half results
show both banks continue to
press home this advantage,
much to the evident relief of
investors. But the recent
past may not be a good
guide to the long-term fu-
ture.

Unsurprisingly, both
banks reported bumper prof-
its from investment banking,
a reflection of the huge in-
crease in trading volumes,
widening spreads and in-
creased market share.

Even so, investors
shouldn’t get too carried
away. First, the current in-
vestment-banking boom may
not be sustainable. HSBC
and Barclays may be taking
a more prudent risk-based
approach to the pricing of
spreads. But competitive
pressures could yet under-
mine discipline.

Second, deposit margins

are clearly under pressure as
ultralow interest rates take
their toll. At Barclays, retail
deposit margins fell by a
third, while HSBC blames
low margins for its disap-
pointing 6% first-half return
on equity. Yet interest rates
are likely to remain low for
some time, more mortgages
will reset to lower rates, and
regulators are sure to force
banks to hold more low-
yielding risk-free assets.
That suggests margins are
likely to remain under pres-
sure, raising doubts on what
a “normalized” return on eq-

uity might be.
Finally, there is still no

clarity over the future of the
industry. A Glass-Steagall-
style separation of retail and
investment banking may be
off the agenda, but there is
still a debate over how to
deal with banks such as Bar-
clays and HSBC that are too
big to fail. As a minimum,
tougher capital and liquidity
requirements look inevita-
ble. No wonder Barclays sets
itself the modest short-term
goal of simply covering its
cost of equity.
 —Simon Nixon

For Bharti Airtel’s share-
holders, no news is bad
news. The Indian company
and its South African coun-
terpart, MTN Group, have
extended talks over a
planned tie-up.

If the delay means the
two sides are committed to
the deal, then that is all the
worse for Bharti’s share-
holders. Under plans out-
lined in May, they will find
themselves heavily diluted
in exchange for little in the
way of meaningful control
of the assets they have pur-
chased.

Bharti will take a 49%
stake in MTN. That is
enough, Bharti has said, for
it to consolidate MTN onto
its balance sheet. But man-
agement of the two compa-
nies will remain separate.
Another hurdle for Bharti
to gaining control of MTN
is likely opposition from
South African regulators
and unions to foreign own-
ership of MTN.

Absent that control,
some of the perceived bene-
fits of the deal, such as
Bharti implementing its low-
cost model in MTN’s Afri-

can and Middle Eastern
markets, start to look wob-
bly.

For all this, Bharti is set
to pay an estimated 14.5%
premium to MTN’s stock
price prior to the deal’s
May 25 announcement.

The abiding impression
is that the deal as it stands
is an expensive staging
post for Bharti, which has
ambitions to break beyond
its Indian borders. What
Bharti hasn’t done yet is ex-
plain why it is worth its
while.
 —Andrew Peaple

More at WSJ.com/Heard

Where’s the value for Bharti Airtel?

In cutting dividend, Eni bites the bullet

ers argue. Last year, French exports
of peaches fell to 53,000 tons from
68,000 in 2004. During the period,
French imports of peaches rose to
132,000 tons from 90,000 tons.

In a protest Friday, French peach
farmers blocked trucks importing
Spanish food and handed out fruit
to passing motorists.

“It’s no picnic,” said Jean-Pierre
Daré, a tomato producer in the
French region of Brittany. “Re-
cently, we were shipping tomatoes
at 50 cents per kilo; these days, Bel-
gian tomatoes arrive here at 30
cents.”

Last year, France harvested 8.86
million metric tons of fruits and veg-
etables, valued at Œ7.51 billion, mak-
ing it the third-largest producer in
the EU behind Italy and Spain.

The European Commission’s rul-
ing, issued in January, related to aid
that France began allocating in
1992 to help fruit and vegetable pro-
ducers face tough weather condi-
tions and tough business condi-

tions. The aid was separate from
funds France receives from the EU.

The commission ruled that the
French aid violated the EU’s anti-
trust rules because they helped a
number of cooperatives overcome
chronic oversupply problems in-
stead of one-off difficulties. In its
ruling, the EU said that what had
started out as one-off support for
the farmers had ended up being an
annual subsidy that lasted until
2002.

During the investigation, France
had defended itself by saying the
money was spent on advertising
campaigns aimed at promoting
fruit and vegetable consumption,
transforming excess supply of fruit
into fruit juice, and destroying in-
ventories to help balance supply
and demand, according to officials
at the French Agriculture Ministry.
The ministry acknowledged that
some of the funds were also spent
to subsidize exports, something
that is normally banned under EU
rules.

On Monday, the French Agricul-
ture Ministry said it would soon be-
gin sifting through old records to
see where the subsidies went and
whether it is possible to get them
back.

“We will try to collect some of
that money back,” said Isabelle Ru-
ault, a spokeswoman for the French

Agriculture Ministry. “It will be dif-
ficult. Some producers went out of
business, some won’t be able to pay
back and some have died.”

Ms. Ruault didn’t rule out more
subsidies for fruit and vegetable
producers. “We are aware that
some of them are facing hard times.
We are on their side,” she said.

The European Commission wel-
comed France’s comments. They
are “a positive indication,” said Jo-
han Reyniers, a spokesman for the
European Agriculture Commission.
More talks are under way to deter-

mine a timetable and the amount
France might recover, the French
Ariculture Ministry said. If Paris
fails to take action, the European
Commission can take France to
court.

Farmers saw the government’s
comments as a betrayal—especially
after French Agriculture Minister
Bruno Le Maire, on a recent visit to
farmers in the southern region of
Vaucluse, pledged to preserve
France’s “gardens and orchards.”

Mr. Ducurtil, the peach pro-
ducer, said he doesn’t understand

how European authorities allowed
France to subsidize its auto indus-
try through a “cash-for-clunker”
scheme but wouldn’t tolerate aid to
fruit-and-vegetable producers.

“Instead of trying to recover old
subsidies, the French government
should worry about the farmers
who will go bankrupt unless some-
one gives them a helping hand,” he
said. “Cash for peaches—they will
never accept that, will they?”
 —Max Colchester in Paris

and John W. Miller in Brussels
contributed to this article.

Continued from first page

A surprise dividend cut
rarely inspires investor con-
fidence. When it comes
from Italian energy group
Eni, valued in part for its
defensive utility-like charac-
teristics, it rings alarm
bells.

Eni has bitten a bullet
that other majors have yet
to chew on. With energy
prices still down by half
from last year’s peak and
the recession dragging on,
many are trying to balance

capital expenditures with
dividends, while preserving
credit ratings. Eni Chief Ex-
ecutive Paolo Scaroni makes
no apologies for the 26% in-
terim dividend cut. In dollar
terms, Eni’s 66% decline in
second-quarter earnings
was in line with the per-
formance at BP, Total and
Repsol.

Eni has promised inves-
tors it will increase output
by at least 0.5% this year,
with a medium-term target

of 3.5% growth, putting it
ahead of BP. If Eni hits
those targets, and its fore-
cast of $48-a-barrel oil for
the rest of 2009 pans out,
dividend discretion will
have proved the better part
of valor.

The wider implication,
however, is that the majors’
always-suspect value propo-
sition—never mind the
growth, here’s our cash—is
being tested to destruction.
 —Matthew Curtin

Health Journal

Caution on U.K. banks

France aims to recoup aid to fruit and vegetable growers

Shining a light
Two new studies offer
insights into the puzzle of
ovarian cancer > Page 27

Friday, French peach
farmers blocked
trucks importing
Spanish food.

Financial Analysis and Commentary

 Source: Thomson Reuters
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German SDP lashed for jobs vow
Analysts call pledge
unrealistic at a time
of serious recession
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nies. First reference to these companies appear in boldface type in all articles except those on page one and the editorial pages.
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CORRECTIONS &
AMPLIFICATIONS

By Geoffrey T. Smith

FRANKFURT — Germany’s So-
cial Democratic Party sought to
jump-start its flagging election cam-
paign Monday with a pledge to cre-
ate four million jobs and return the
country to full employment within a
decade.

The ambitious goal, outlined by
Franz-Walter Steinmeier, leader of
the SPD and foreign minister in the
current coalition, was criticized by
many analysts as unrealistic as Ger-
many faces its worst recession in 60
years. Germany’s Federal Labor Of-
fice said last week that unemploy-
ment is likely to rise by one million
or more over the next year.

“This is not credible or serious,”
said Klaus-Peter Schöppner, manag-
ing director of opinion poll firm TNS
Emnid in Berlin. “It will do Stein-
meier more harm than good.”

SPD, now the junior partner in a
so-called grand coalition with the
center-right parties of Chancellor
Angela Merkel, has struggled to find
themes that resonate with voters
and has at times appeared rudder-
less since announcing that Mr. Stein-
meier would be its candidate for
chancellor last year. Partly as a re-

sult, the party has seen its working-
class base eroded by a stream of de-
fections to left-wing parties.

With less than two months be-
fore election day, even many of the
SPD’s own members are skeptical of
Mr. Steinmeier’s prospects of un-
seating Ms. Merkel. Depending on
how other smaller parties fare, that

could lead to another grand coali-
tion or to a new center-right govern-
ment led by Ms. Merkel. Recent opin-
ion polls put the CDU and CSU be-
tween 11 and 15 percentage points
ahead of the center-left SPD, with
whom Ms. Merkel has governed in a
coalition government since 2005.

Mr. Steinmeier’s plan, which he
dubbed “Deutschlandplan,”
prompted a harsh critique even be-
fore its official presentation at a
speech in Berlin on Monday. As de-
tails of the plan leaked out over the
weekend, the SPD’s political rivals
attacked its goals as pie-in-the-sky
campaign promises that could
never be realized.

Horst Seehofer, head of the Ba-
varian Christian Social Union, sister
party to the CDU, called it “an act of
desperation,” and said the numeri-
cal targets for individual sectors “re-
minds me very strongly of the illu-
sions of the socialist planned econ-
omy.”

Mr. Steinmeier’s job-creating am-
bitions depend on creating new jobs
in green technologies, such as fuel-
efficient cars, health care and other
services.

ASSOCIATED PRESS

MUNICH—Karlheinz Schreiber,
a key figure in a political party fi-
nancing scandal involving former
German Chancellor Helmut Kohl,
was extradited to Germany from
Canada to face criminal charges af-
ter losing a decadelong court battle.

The return of the 75-year-old
former arms-industry lobbyist
wasn’t expected to have much im-
pact on the Christian Democratic
Union—Mr. Kohl’s party, now led by
Chancellor Angela Merkel—in Sep-
tember’s election. Ms. Merkel be-
came CDU leader in 2000 after-
strongly distancing herself from the
scandal.

On Tuesday, officials will read
Mr. Schreiber the arrest warrant
against him and then bring him be-
fore a judge, who will decide
whether to keep him in custody
pendng a trial, an Augsburg state
court spokesman said.

Prosecutors have accused Mr.
Schreiber and others of taking unde-
clared commissions from a deal in
the early 1990s to deliver Fuchs ar-
mored vehicles to Saudi Arabia.

Mr. Schreiber, a dual German and
Canadian citizen, was arrested in
Canada in 1999 under a German war-
rant. He maintains the charges
against him and his extradition
from Canada are politically driven.

Mr. Schreiber allegedly gave a
cash donation in 1991 to the former
treasurer of Mr. Kohl’s Christian
Democratic Union party, Walther
Leisler Kiep. The allegation trig-
gered a scandal that only deepened
with Mr. Kohl’s 1999 admission that
he had personally accepted off-the-
books—and therefore illegal—dona-
tions from supporters.

INDEX TO PEOPLE

LEADING THE NEWS

INDEX TO BUSINESSES

By Alistair MacDonald

And Paul Sonne

The U.K.’s proposals to tighten its
citizenshipprocessand make prospec-
tive Britons act more British brought
renewed criticism from some immi-
grant and business groups, which ac-
cused the government of seeking pop-
ulist headlines that will make it
harder to attract talent.

In what the country’s Home Of-
fice described as another step in the
biggest shake-up of U.K. immigra-
tion law in 45 years, ministers an-
nounced that foreigners would have

to score a certain number of points
to become British citizens—a re-
quirement that was also recently
put in place for people entering the
country to work or study.

Growing unemployment, over-
stretched public services and the ter-
rorist threat have in recent years
prompted the U.K. to restrict the
surge in immigration that helped to
fuel a decadelong economic boom.

The proposed system laid out
Monday spells out how points to-
ward citizenship could be earned
through positive contributions to
U.K. life. But points would be de-

ducted for bad behavior.
For example, the proposals

would mete out rewards based on
how much potential citizens earn.
Specific “artistic, literary or scien-
tific” talents would earn more
points. Points would also be
awarded based on English-language
proficiency and whether they would
live in parts of the U.K. struggling to
attract talent. Applicants would
also earn more points through “com-
munity involvement” such as volun-
tary work, a move designed to en-
courage immigrants to integrate.

Yet there were also warnings

that anyone breaking the law or be-
ing “antisocial” would have points
deducted. Similarly, displaying acts
of disregard for British values
would result in deductions.

“Being British is a privilege—
these proposals break the link be-
tween coming to work here tempo-
rarily and being given the right to
citizenship,” said Phil Woolas, bor-
der and immigration minister.

The period for gaining citizen-
ship has already increased. Today im-
migrants may apply for citizenship
only after five years in the country;
under the proposed guidelines, immi-
grants could apply after five years,
but the earliest that full citizenship
could be granted would be six years,
and possibly be as long as 10 years.

Industry sectors as diverse as ca-
tering and banking have complained
that recent rounds of tightening have
already made it harder to attract
staff that aren’t available in the U.K.

Still, the government may re-
ceive applause from the public.

BHP Billiton Ltd. reached con-
tracts with some of its iron-ore buy-
ers in which a portion of those cus-
tomers will buy iron ore on an an-
nual basis and the others will buy
iron ore quarterly, or based on the
spot market or indexed futures mar-
kets. A July 30 Corporate News arti-
cle incorrectly stated that a portion
of the buyers agreed to annual con-
tracts and the remaining agreed to
negotiate prices quarterly.

German lobbyist
named in scandal
will face charges
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Feinstein, director of the FTC’s Bu-
reau of Competition, in a state-
ment. He also commended the com-
panies “for recognizing that shar-
ing directors raises competitive is-
sues.”

When the FTC launched its in-
quiry in May, Mr. Schmidt said re-
signing from the Apple board hadn’t
“crossed my mind.” But more re-
cently, he said that he
would discuss it with Ap-
ple.

Art Levinson, chairman
of biotechnology company
Genentech, who is also a di-
rector at both Apple and
Google, declined to com-
ment on whether he would
resign from one of the
boards.

Spokesmen from Apple
and Google declined to com-
ment on whether the FTC
probe was a factor in Mr. Schmidt’s
resignation.

The resignation comes as the
lines between Apple’s and Google’s
businesses have increasingly
blurred. Apple, Cupertino, Calif., is
known for making computers and
gadgets such as the iPod and iPhone,
while Google, Mountain View, Calif.,
has largely played in Internet search
and search advertising. The two
companies have partnered on many
products: Apple, for example, uses
Google Maps in its iPhone as its map-
ping software.

But over the past year, Google
has increasingly entered Apple’s
turf. Last year, Google launched an
operating system for mobile phones
dubbed Android. Last month, Goo-
gle also said it was working on
Chrome OS, an operating system de-
signed for computers.

Gary Reback, a Silicon Valley anti-
trust attorney, said the FTC inquiry
and the growing competition be-
tween Apple and Google are both
likely factors in Mr. Schmidt’s board
exit. “It’s really hard to separate the
two things,” he said.

Mr. Schmidt’s resignation lands
amid a rising tide of mounting regu-
latory scrutiny towards Google and
Apple, as the companies expand into
new areas and try and capture mar-
ket share from other competitors in

the recession.
On Friday, the Federal Communi-

cations Commission sent letters to
Apple and Google—as well as Ap-
ple’s iPhone partner in the U.S.,
AT&T Inc.—seeking more informa-
tion on a recent rejection by Apple
of Google Internet-telephony soft-
ware for the iPhone.

Meanwhile, the U.S. Department
of Justice is also investigating

whether a settlement Goo-
gle struck with authors and
publishers to resolve a
class-action copyright law-
suit is anticompetitive.

The resignation is un-
usual for Apple’s board,
which has historically seen
little turnover.

The last time a board
member resigned from Ap-
ple was in late 2006 when
former chief financial of-
ficer Fred Anderson left af-

ter an independent investigation
into the company’s stock-option
grants.

Mr. Schmidt participation on Ap-
ple’s board has been more limited
over the last year, as the CEO increas-
ingly had to distance himself from
some Apple board discussions be-
cause of Google’s business.

Mr. Schmidt has said publicly
that he leaves the boardroom when
Apple directors discuss the iPhone,
for instance.

Apple declined to comment on
whether it would replace Mr.
Schmidt.

Continued from first page

Pickup in global chip sales hints at recovery On Other Fronts

Drug, energy firms buck lobbying slump
Schmidt leaves Apple board

Explosive act
When you perform in a
firecracker suit, every show
ends with a bang > Page 30

ing businesses included those help-
ing clients hedge against swings in
interest rates and currencies, and
others assisting customers in rais-
ing funds through bond issues and
other means.

Barclays executives have said
that Barclays wants to take advan-
tage of the current opportunity to
build market share, a moment cre-
ated by the fact that many competi-
tors have been bought or hobbled
by bad loans and government aid.

About one-third of BarCap’s in-
come in the first half of the year
came from the legacy Lehman por-
tion of Barcap, Robert E. Diamond
Jr., head of investment banking,
said at a news briefing. He called
the Lehman acquisition “transfor-
mational” for BarCap, and said the
division’s profit should remain
strong into the second half of the
year, barring a possible seasonal
slowdown in December.

Mr. Diamond is overseeing an ex-

pansion of Barcap, hiring some
2,000 people since the beginning
of the year to build up its prime bro-
kerage, equities and advisory busi-
nesses in Europe and Asia. Bar-
clays plans to hire an additional
1,000 staff in the near term, Mr. Dia-
mond said, though the bank
pointed out that after previous lay-
offs, head count is down compared
with the end of last year.

HSBC has adopted a more con-
servative approach. Its profit was
boosted by a $6.3 billion pretax
gain from its global banking and
markets division, which includes
wholesale businesses providing
loan and capital-markets finance
as well as payment and cash-man-
agement services.

“It’s the bank’s plan to build its
GBM businesses. But it’s not the
bank’s plan that GBM should ex-
ceed the group’s profit,” said Stu-
art Gulliver, who heads the divi-
sion. He said that in normal times it
should account for about a third of

profit, about the same as the bank’s
commercial-banking and personal-
finance businesses. The size of the
division would remain unchanged,
with about 21,000 employees, he
said.

The bank, which boosted its cap-
ital in the first quarter with an
$18.2 billion rights issue, said a key
measure of capital—its Tier 1 ratio
as a proportion of risk weighted as-
sets—rose to 10.1% from 8.3% at the
end of last year.

But it piled on more charges re-
lated to loan impairments—$13.93
billion compared with $14.88 bil-
lion in the second half of last year—
but the charges were less than ana-
lysts thought.

This brings to $66.7 billion the
charges on impaired loans that the
bank has taken since the beginning
of 2006, a majority which have
arisen in the U.S. mortgage and con-
sumer finance subsidiary that it
took over as Household Interna-
tional in 2003. The bank, which has

stopped originating most new busi-
ness in the subsidiary, said impair-
ments in the U.S. unit were lower
than expected so far this year—a
signal that the worst may be over
for the U.S. market.

HSBC’s pretax profit would
have been higher had it not been
forced to take a $2.5 billion write-
down, according to accounting
rules, because of a reduction on the
interest-rate spreads on its own
debt. However, it did not include in
its results a $4.7 billion accounting
charge related to its rights issue—
which would not affect its capital—
because it said that to have done so
would have been misleading to
shareholders.

Despite BarCap’s strong per-
formance, overall profit was
dented by £4.6 billion in loan-im-
pairment charges, an 86% increase
over the first half of 2008. Bad
loans sharply increased in areas
such as U.K. retail personal lend-
ing, South African retail lending
through Absa Group Ltd., its South
African division, and commercial
real estate and small business port-
folios in Spain. The bank was also

hit with impairment charges on glo-
bal loans and investments in Bar-
Cap.

“These trends were consistent
with our expectations and reflect
the broad trends in the credit mar-
ket,” said Barclays risk director
Robert Le Blanc. Mr. Le Blanc noted
analyst forecasts that the bank
would take between £9 billion and
£9.6 billion in impairments for the
year, amid unemployment and dete-
riorating macro-economic condi-
tions.

The bank also took further steps
to adjust some of its credit-market
exposures to fair value amid asset
quality deterioration. Barclays has
been criticized in the past for not
marking down aggressively
enough the market value of the as-
sets it holds. On Monday, it took an
additional £3.5 billion in losses as
it marked assets to lower value, re-
flecting the deterioration in credit
markets and monoline insurers
that guarantee the assets.

Some analysts believe the mark-
downs were not sharp enough, es-
pecially when compared with Bar-
clays peers.

Continued from first page
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By Brody Mullins

And T.W. Farnam

WASHINGTON—Drug makers
and oil-and-gas companies boosted
their lobbying in Washington dur-
ing the three months ended June 30
amid a flurry of U.S. congressional
action on health care and climate leg-
islation.

But overall, Washington’s lobby-
ing business continued to slump as
the economy pinched budgets at
some big companies and trade asso-
ciations.

Companies, nonprofits, unions
and other organizations spent
$814.6 million to influence Con-
gress and the Obama administra-
tion in the second quarter, down 1%
from $825.3 million during the same
three-month period in 2008, accord-
ing to a Wall Street Journal analysis
of lobbying data. The data were sup-
plied by the nonpartisan Center for
Responsive Politics.

The decline continues a rare re-
cession in Washington’s lobbying
business. But groups at the center of
big legislative pushes still invested
heavily to sway lawmakers.

The campaign by President
Barack Obama and congressional
Democrats to overhaul the U.S.
health-care system provided a big
boost to lobbyists for health-indus-
try interests. Drug manufacturers in-
creased lobbying spending 13% to
$68 million in the second quarter
from a year earlier, according to the
data.

Pfizer Inc. spent $5.6 million on
lobbying in the quarter, up 82% from

the quarter last year. Amgen Inc. re-
ported a 19% increase in expendi-
tures to $3.4 million. GlaxoSmith-
Kline increased spending by 27% to
$2.3 million in the period, according
to the data.

A representative for Pfizer didn’t
respond to requests for comment.

Kelley Davenport, a spokes-
woman for Amgen, said that as a reg-
ulated company, Amgen lobbies
Washington “in an effort to effec-
tively shape health-care policy and
ensure patient safety and access to
products.”

Kevin Colgan, a spokesman for
Glaxo, attributed the company’s rise
in lobbying spending to “the timing
of certain annual expenditures and
by some organizational changes.”

Overall,thehealth-caresectorre-
ported a 5% increase in lobbying ex-
penditures to $133 million, making it
the single largest spender on lobby-
ing of the 10 major industry sectors
tracked bythe Center for Responsive
Politics. Health-insurance compa-
nies increased lobbying activity by
11% to $7.8 million, according to the
data.

Labor unions increased spend-
ing by 4% in the second quarter from
a year earlier, to $10.6 million, ac-
cording to data from the center.

The AFL-CIO spent $1 million in
theApril-to-Juneperiod,anincrease
of23%fromayearearlier.Thefedera-
tion is lobbying on issues including
the health overhaul and a bill that
would make it easier for employees
to join labor unions.

The Blue Green Alliance, a coali-
tion of labor and environmental

groups, registered to lobby for the
first time in the second quarter. It re-
ported spending $720,000 in the pe-
riod, making it the second largest la-
bor group by expenditures.

Debate over a broad-ranging cli-
mate and energy bill prompted
more spending by energy interests.
Chevron Corp., ConocoPhillips, BP
PLC and other oil-and-gas compa-
nies increased spending on lobbying
by 30% to $37.7 million in April, May
and June of this year, compared
with the same quarter in 2008. That
coincided with the House debate
over a sweeping climate-change and
energy bill.

ConocoPhillipsdoubleditslobby-
ing spending to $3.3 million during
the second quarter; Chevron in-
creased spending 88% to $6 million;
and BP posted a 54% rise in lobbying
spending to $4 million, according to
the data.

Exxon Mobil Corp. cut quarterly
lobbying expenses by 16% from the
same period in 2008 to $4.3 million.

Representatives for Chevron,
ConocoPhillips and BP said that part
of their increase in spending is the
result of an increase in dues paid for
lobbying to industry trade associa-
tion the American Petroleum Insti-
tute. A spokesman for Exxon didn’t
respond to requests for comment.

Wall Street, once a rich and fast-
growingsourceoflobbyingmoney,is
showing the lingering effects of last
year’s financial crisis. Wall Street
firms spent $109.4 million on lobby-
ing in the second quarter, down 4%
fromthesameperiodin2008,accord-
ing to the data.

Eric Schmidt

By Kevin Kingsbury

Global chip sales rose sequen-
tially for the fourth consecutive
month in June, helping put the sec-
ond quarter’s figure 17% above the
first’s moribund level.

But the $17.2 billion for June and
$44.2 billion for the quarter each
were down 20% from a year earlier,
according to the Semiconductor In-
dustry Association, highlighting
the mountain the industry must
climb to get back to prior-year lev-
els.

The month-to-month gains are

“one indicator the industry is return-
ing to normal seasonal growth pat-
terns,” association President
George Scalise said. “Focused sup-
ply-chain management by both pro-
ducers and customers helped to
moderate” the recession’s impact
on the industry, which was still se-
vere as sales began tumbling late
last year.

Because of the way inventories
were managed, the association be-
lieves the quarter-to-quarter sales
increase “represents a gradual re-
covery of demand” and not merely
inventory replenishment.

Mr. Scalise also highlighted re-
cent forecasts that are less pessimis-
tic than they were months ago for
sales of personal computers and cell-
phones, which account for nearly
60% of chip consumption.

From May’s $16.62 billion global
sales, all regions showed gains in
June, led by Japan’s 8.2% increase.
From a year earlier, the Americas
showed the smallest decline, at 14%.

Chip makers ranging from the
world’s largest, IntelCorp., to
Franco-Italian company STMicro-
electronics NV have recently noted
market improvements.
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Palestinian Fatah members check into a hotel ahead of the party’s first convention in 20 years, starting Tuesday in Bethlehem.

Fatah gathering seeks to put new life in Palestinian party

Photos taken from Iranian state TV video show President Mahmoud Ahmadinejad, right, kissing the shoulder of Supreme Leader Ayatollah Ali Khamenei, a more restrained gesture than four years ago.

Iran supreme leader endorses Ahmadinejad
Ceremony is snubbed
by prominent critics
of June 12 election
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By Margaret Coker

And Joshua Mitnick

RAMALLAH, West Bank—Fatah,
the secular political party that long
dominated Palestinian politics, will
hold a convention on Tuesday in a
bid to restore its flagging political
fortunes and to set guidelines for a
possible new round of U.S.-bro-
kered peace negotiations with Is-
rael.

Fatah’s revitalization is key to re-
storing the credibility of its leader,
Palestinian President Mahmoud Ab-
bas, among the four million Palestin-
ians living in the West Bank and
Gaza Strip. The thousands
of delegates set to attend
the rare party gathering
are expected to seek a
stronger voice for a new
generation of Palestinian
leadership as well as de-
bate whether to adopt a
deadline for achieving
statehood by peaceful
means.

Lack of progress toward
establishing an indepen-
dent state has undermined
Mr. Abbas’s insistence that negotia-
tions, not violence, are the path to
peace with Israel and has strength-
ened the hand of the Islamic group
Hamas. Hamas, which is labeled a
terrorist organization in Washing-
ton but has widespread support in
the territories, has played spoiler to
past peace negotiations, but is now
reaching out to the international
community to be recognized as a le-
gitimate political force.

The White House supports Mr.
Abbas, but he is widely criticized
among Palestinians for not curbing
corruption within his party ranks or

the governing authority he runs.
The three-day convention sched-

uled for the West Bank town of Beth-
lehem is aimed at addressing those
shortcomings, with intense discus-
sions expected over a list of condi-
tions for continued peace talks with
Israel and how Fatah can recoup its
electoral losses to Hamas in 2006.

The effort to reform Fatah is be-
ing led by a loosely organized group
comprised of former fighters and
professionals, who were raised un-
der Israeli occupation. Although
loyal to Mr. Abbas, they typically de-
ride the old guard, largely made up
of former exiles, as corrupt and un-

suited for running a mod-
ern state. They hope the
party convention, the first
in two decades, will tip the
balance of power in their fa-
vor.

Fatah, founded by the
late Yasser Arafat in the
1950s, came to dominate
the Palestinian political
movement through its con-
trol over the Palestine Lib-
eration Organization and
the Palestinian Authority,

which oversees civil affairs in the
West Bank and Gaza. Both of those
organizations continue to be run by
Mr. Arafat’s close associates from
the days when the PLO was a guer-
rilla movement, including Mr. Ab-
bas.

Mr. Abbas’s position as Fatah
leader won’t be contested during
the convention, despite the fact
that public opinion polls show him
with weak support within the Pales-
tinian territories. Instead, the party
will contest a variety of internal
posts.

“This leadership doesn’t enjoy

much legitimacy; you need new
blood,” said Mohammed Ishtayeh, a
former Palestinian cabinet member.

Fatah member Marwan Barg-
houti, a militia leader serving con-
secutive life sentences in an Israeli
jail who regularly tops local opinion
polls as the most popular Palestin-
ian leader, will be among the reform
wing vying for seats on the party’s
Central Committee and Revolution-
ary Council.

A shake-up in these party seats
could be critical in influencing what

Fatah faction holds sway on issues
related to the peace process. These
include whether the party will for-
mally oppose the use of violence as
a method to achieving statehood.

A sizable faction of the esti-
mated 2,000 delegates attending
the convention are expected to back
a measure aimed at setting a dead-
line for engaging in renewed talks
with Israel. If an agreement to form
a state isn’t achieved within that
time, then Fatah would retain the op-
tion of returning to “resistance,” ac-

cording to Nabil Shaath, one of the
authors of the draft statement.

Fatah’s party platform from
1989, its last party convention,
backs “armed resistance” to Israel’s
military occupation of the two Pales-
tinian territories. Mr. Arafat re-
nounced that policy when he signed
a peace deal with Israel in 1993.
When running for president in
2005, Mr. Abbas also renounced vio-
lence. Mr. Abbas’s supporters say
the convention will make that pol-
icy official.
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TEHRAN, Iran—Iran’s supreme
leader formally endorsed Mahmoud
Ahmadinejad’s second term as presi-
dent Monday in a ceremony that
sought to portray unity among the
country’s leadership but was
snubbed by prominent critics of the
disputed election.

After Ayatollah Ali Khamenei gave
his official seal of approval, he re-
ceived an awkward kiss on the shoul-
der from Mr. Ahmadinejad. It cleared
the way for Mr. Ahmadinejad to take
theoath of office Wednesday in parlia-

ment, where many pro-reform law-
makers have echoed the claims of
fraud in the June 12 election.

The ceremony with Mr. Khame-
nei showed the deep political di-
vides confronting Mr. Ahmadinejad
and his backers among the ruling
clerics. The event was boycotted by
two former presidents—Akbar
Hashemi Rafsanjani and Moham-
mad Khatami—as well as defeated
pro-reform candidates Mir Hossein
Mousavi and Mehdi Karroubi, state
media reported.

Iran’s main state TV channels
didn’t offer live coverage of the cere-
mony in an apparent effort by the
country’s Islamic rulers to avoid em-
phasizing the boycotts to domestic
audiences. But Iran’s state-funded
channels in Arabic and English
broadcast extensive images of

Messrs. Khamenei and Ahmadine-
jad—possibly seeking to display a
sense of high-level solidarity on the
international stage.

Mr. Ahmadinejad—who kissed
Mr. Khamenei’s hand four years ago
to show absolute loyalty—had a
more tentative exchange this time.
He appeared to approach Mr. Khame-
nei to kiss his hand, but the leader
stopped him and took a step back.
The two exchanged words, Mr. Ah-
madinejad smiled, and then Mr.
Khamenei allowed him to kiss his
shoulder—not a common gesture in
Iran, where men often exchange
kisses on the cheeks.

It appeared Mr. Khamenei
sought to show a close bond with
Mr. Ahmadinejad without the elabo-
rate display of hand-kissing.

Iran faces some important tests

in the early months of Mr. Ahmadine-
jad’s second, four-year term.

U.S. President Barack Obama has
given Iran a September deadline to
show a willingness to open dialogue
on its nuclear ambitions and other
key issues.

Last month, U.S. Secretary of
State Hillary Clinton said the oppor-
tunity for talks with Washington
“will not remain open indefinitely.”
The European Union also has sig-
naled that Iran must move quickly
to address Western concerns about
Tehran’s nuclear program—which
some fear could lead to atomic weap-
ons. Iran insists it seeks only energy-
producing reactors. Iran’s leader-
ship is also desperate to show cohe-
sion at home.

Mr. Ahmadinejad opened a brief
but potentially disruptive confronta-

tion with Mr. Khamenei’s ruling the-
ocracy in late July by refusing to
drop his top deputy, Esfandiar Ra-
him Mashai, who angered conserva-
tives last year when he made
friendly comments toward Israelis.
But Mr. Ahmadinejad relented and
dropped Mr. Mashai and others op-
posed by Mr. Khamenei.

But even conservatives have
turned against the leadership over
the elections and the harsh crack-
downs that have followed. On Sun-
day, Mr. Ahmadinejad’s main conser-
vative election challenger, Mohsen
Rezaei, demanded that authorities
hold trials for those accusing of kill-
ing protesters.

More than 100 people, including
many prominent reformist political
figures, are facing trial for allegedly
supporting the postelection unrest.
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By Sam Schechner

In his 25-year career in the media
industry, Jeff Gaspin has built a repu-
tation for his analytical and cost-fo-
cused approach to the television
business. Now NBC Universal is bet-
ting on his skills to fix its ailing
broadcast network.

Last week, the company elevated
Mr. Gaspin to chairman of its enter-
tainment-television businesses. The
promotion was part of a broader re-
structuring that put him in charge
of the company’s main broadcast
network along with the highly profit-
able cable businesses he already
runs. NBC Universal is 80%-owned
by General Electric Co. and
20%-owned by Vivendi SA.

The change gives new visibility to
Mr. Gaspin, who has maintained a rel-
atively low profile in an industry
brimming with executives like Ben Sil-
verman, who is leaving NBC after two
years of running its programming.
Mr. Silverman, a self-proclaimed
showman, has compared himself to
circus promoter P.T. Barnum.

Mr. Gaspin, 48 years old, comes
to his new job after five years of over-
seeing NBC Universal’s non-news ca-
ble networks, including USA and
Bravo. An early proponent of reality
TV, Mr. Gaspin helped make a suc-
cess of Bravo’s lifestyle-makeover
program “Queer Eye for the Straight
Guy.” Earlier in his career, he cre-
ated the music-biography series “Be-
hind the Music” while working at Vi-
acom Inc.’s VH1 cable channel.

Mr. Gaspin’s rise highlights the
struggle NBC faces as new technolo-
gies, competition and the recession
pummel all four big broadcast net-

works. Its prime-time lineup has
stumbled, trailing rivals ABC, CBS
and Fox in average viewership. NBC’s
average number of prime-time view-
ers has fallen 11% over the past two
seasons, according to Nielsen Co.

Amid that storm, Mr. Gaspin’s ca-
ble networks, which get a signifi-
cant portion for their revenue from
subscription fees, have seen viewer-
ship and profits grow. Second-quar-
ter operating profit at NBC Univer-
sal’s cable networks was up 7% from
a year earlier, GE’s chief financial of-
ficer said in a conference call with
analysts last month. Since 2002,
when Mr. Gaspin began to oversee
Bravo, cash flow at the cable chan-
nel has quadrupled, according to me-
dia-research firm SNL Kagan.

One of Mr. Gaspin’s first tasks in
his new post will be to guide NBC’s
risky move to replace its 10 p.m. dra-
mas with a new show featuring co-
median Jay Leno, starting next
month. The show is part of a long-
planned transition under which Mr.
Leno ceded “The Tonight Show” to
Conan O’Brien at the end of May.

Using the same set each day, Mr.
Leno’s show will cost far less to pro-
duce than hourlong dramas, such as
NBC’s “Heroes.” Because of its topical
subject matter, viewers also may be
less inclined to record the Leno show
on digital-video recorders for later
viewing or fast forward through com-
mercials. The new show kept Mr.
Leno from jumping to a rival network.

But the change poses major
risks. This summer, advertisers
have been pushing to pay lower
rates for commercials to be shown
on Mr. Leno’s new show than for
other prime-time programs, accord-

ing to people familiar with the nego-
tiations. The show also might draw
fewer viewers than NBC’s 10 p.m.
dramas like “Law & Order.”

“This is the first time in a very
long time in television that there’s
been a daily show at 10 p.m.,” Mr.
Gaspin said in an interview last
week. “It’s an important business
change for us.”

Running NBC’s prime-time
lineup is a job Mr. Gaspin has
wanted for years, according to cur-
rent and former colleagues. But it
still isn’t clear how he intends to re-
verse the broadcast network’s slide.

In the interview, Mr. Gaspin said
he expects to apply lessons he
learned in the cable business. In ca-
ble, networks often hew tightly to
certain topics, types of characters

or stories, a concept sometimes re-
ferred to as a “brand filter.”

“We will come out with a filter
for NBC and a brand for NBC, but it’s
going to take some time,” he said.

Mr. Gaspin is likely to find ways
to make NBC work more closely with
its cable siblings, some NBC execu-
tives say. Mr. Gaspin didn’t provide
details of his plans.

An MBA graduate of New York
University, Mr. Gaspin started in fi-
nance at NBC before making shows
for NBC News in the early 1990s. He
worked on the newsmagazine “Date-
line NBC” and created “I Witness
Video,” a series that cobbled to-
gether sometimes-gruesome ama-
teur footage. Reviews of “Witness”
were brutal, and some employees at
NBC News squirmed. But the show

was a hit, illustrating what current
and former colleagues say is Mr.
Gaspin’s instinct for what appeals to
a mass audience.

In the mid-1990s, Mr. Gaspin
joined VH1, where he methodically
formulated shows that could be
made on a shoestring, according to
former VH1 chief John Sykes, who is
now chief executive of digital-music
service Playlist.com.

“He would have hundreds and
hundreds of ideas before he had a
show,” Mr. Sykes said. “It wasn’t his
whim, or throwing something
against the wall.”

Mr. Gaspin is in some ways a con-
trast to Mr. Silverman and other TV
chieftains, preferring to stay behind
the scenes and managing with a
lighter touch than some, current
and former colleagues say.

“Jeff’s a listener and evaluator,”
said Lauren Zalaznick, who runs
NBC Universal’s Bravo and Oxygen
networks, among other properties,
and worked with Mr. Gaspin at VH1.
“He’s asking analytical questions I
need to answer. Or more frequently,
I’m calling him to say, I have an ana-
lytical question, can you help me an-
swer it?”

In an emailed statement, Mr. Sil-
verman called Mr. Gaspin a “calming
force” at the network.

Any calm probably would be wel-
comed at NBC, which like its peers
faces challenges from DVRs that let
viewers skip commercials and Inter-
net video that threatens to under-
mine networks’ ability to sell shows
as reruns and on DVD. Viewers,
meanwhile, continue to defect to ca-
ble programs, one rationale for Mr.
Leno’s move to 10 p.m.
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Dispatch / By Carrie Porter

Fowlerville, Mich.

A
T THE Fowlerville Family
Fair here, John Fletcher
wrapped himself in more
than 12,000 firecrackers
and got ready to set them

all off. He tucked his ponytail under
his protective suit, grasped a ciga-
rette lighter with his left hand and
planted his feet in a hydraulic
bucket crane.

As about a hundred people
looked on, he gave the order to raise
the bucket. “I started to cry a little
bit when I put my goggles on and
saw the crowd,” Mr. Fletcher recalls.
He admits he was scared.

Mr. Fletcher, who is 47 years old,
has performed his act as “Ghengis
[sic] John the Human Firecracker”
dozens of times over more than 10
years. He estimates that he has ig-
nited more than 300,000 firecrack-
ers attached to the get-ups he cre-
ates to protect himself. Each year, he
tries to make the act a bit more excit-
ing for the crowd—using more fire-
crackers or, as he did this year, more
powerful ones.

Some people come back to see Mr.
Fletcher’s performance year after
year. “I’veneverseenanything likeit.
It makes me very tense and nervous,”
saysStacey Lundgren,60, who was in
the crowd. “He gets hurt every time,
and he just keeps on doing it.”

Mr. Fletcher’s motivation is com-
plex. His performances raise money
for charities like Cell Phones for Sol-
diers and local food banks. A former

drug abuser and alcoholic who has
been clean for 17 years, Mr. Fletcher
says his affinity for pyrotechnics
could be a new form of addiction. “I
guess my firecracker suit is my
drug, and it’s a drug I can do that’s
going to help people,” he says.

Mr. Fletcher is a short, skinny
man of 47 with wavy hair that hangs
nearly to his waist and a tuft of
beard that juts from beneath his
lower lip. When he isn’t playing bass
guitar with his rock band or prepar-
ing to turn himself into a stick of dy-
namite, he works at the Hell Survi-
vors paintball field and at a gas sta-
tion in Pinckney, Mich., about 80 ki-
lometers west of Detroit.

A photo of Béla Lugosi dressed as
Dracula sits on a shelf in the house
trailer where Mr. Fletcher lives. Mr.
Fletcher says the actor and the rock
star Alice Cooper are his lifelong he-
roes. Mr. Fletcher grew up in Garden
City, a Detroit suburb, the adopted
son of an electrician who worked at
General Motors and an Internal Rev-
enue Service employee. One day, out
of curiosity, he let a firecracker ex-
plode in his hand. “I was 10 or 11
years old, and it stung and left a red
mark,” he recalls, tracing a circle in
the palm of his left hand.

About 25 years later, Mr. Fletcher
was living in Pinckney and playing in
a rock band. He had recently kicked
drinking and cocaine and was throw-
ing himself into his music. He was ex-
perimenting with guillotines and
electric chairs as stage props when
he thought firecrackers might be a
worthy addition.

Practicing his act at a band
mate’s house one day, Mr. Fletcher
attached about 100 firecrackers to a
strip of light brown leather,
wrapped it around his chest and
lighted a fuse with a flick of his ciga-
rette lighter. “That was pretty much
a walk in the park,” he says. “So I
just kept adding more firecrackers.”

Forhisfirst majorpublicperform-
ance at the 1999 Howellstock Music
Festival in Fowlerville, Mr. Fletcher
donned a black leather jacket he
bought at the Salvation Army for $2
and matching leather chaps deco-
rated with 6,000 firecrackers.

The chaps failed to provide

enough protection, and his pants
caught fire. “Safety personnel were
right by me, and they took care of it
quickly,” he says, but his legs were
bruised and burned. He has had other
problems over the years, including a
bruised kidney and five fractured
ribs. He tries to hold his breath as the
firecrackers go off, but it is hard amid
the pummeling. “Everything tastes
like firecrackers for a week.”

Although people don’t pay to see
him perform, Mr. Fletcher sets up do-
nation boxes around the community
before his performances. This year,
he collected the equivalent of 1,000
meals in a combination of food and
cash for Gleaners Community Food
Bank of Southeastern Michigan.

Last month in Fowlerville, about
32 kilometers northwest of Pinck-
ney, the smell of fresh manure and
hay was mixed with the aromas of
fried dough and sausage links at the
Family Fair. As Mr. Fletcher waited
for his band, Southpaw, to perform,
he struggled to stay calm. After the
band’s last song, he told the audi-
ence it was time for “ignition.”

Before putting on his exploding
suit,Mr.Fletcherstrappedonhisbody
armor, made of five layers of com-
pressed leather, and took a swig from
a two-liter bottle of Mountain Dew.
Four friends draped the $200 suit on
Mr. Fletcher’s scarecrow frame. He
had forgotten to put in his earplugs.
“I’vedoneitso manytimes,it’snotgo-
ing to make a difference,” he said.

Lastyear,Mr.Fowlersetoff13,000
firecrackers and broke his own

record. This year, he went with fewer,
slightly more powerful firecrackers.
He spent weeks duct-taping 12,000
firecrackers onto a new black leather
vest with matching chaps.

The crowd formed a semicircle
along a line of yellow police tape
around the crane. The amusement
rides cast a garish light on the
scene, as the crane began to lift Mr.
Fletcher. “I love you all,” he yelled to
the cheering crowd.

Once the crane had reached its
full height of about 11 meters, Mr.
Fletcher held the blue Bic lighter to
the fuse, and watched the flame run
up his chest.

A series of explosions rippled up
his torso, and sparks ricocheted off
his armor. Smoke obscured his face.
After about 30 seconds, Mr. Fletcher
had to relight one of the fuses to
keep the explosions coming. Onlook-
ers whistled and yelled as the pops
shot down one leg, then the other
and finally on his back. With the fi-
nal pop, the crowd grew quiet.

Mr. Fletcher walked into the
crowd with a whoop of relief, and
then limped to the bleachers. “This
takes a lot out of me,” he said, sur-
veying the powder burns and
bruises on his arms. “I can’t do this
much longer.”

A human firecracker likes to meet his match

NBC bets on cable executive Jeff Gaspin to remake prime time

John Fletcher readies for his star turn.

Jeff Gaspin comes to NBC after five years of overseeing its non-news cable networks.

WSJ.com

ON OTHER FRONTS
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Online today
See a video about John Fletcher's

explosive hobby: setting off
firecrackers strapped to his body

at WSJ.com/Video
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Dubai’s home values drop,
but rate of decline is slowing

By Nicholas Winning

LONDON—A stronger-than-ex-
pected recovery in British and euro-
zone manufacturing in July is fuel-
ing hopes that Europe may emerge
from recession by the end of the
year, but contracting German retail
sales in June suggest consumers re-
main cautious.

Britain’s manufacturing purchas-
ing managers’ index—a key gauge of
conditions in the sector—rose to a
16-month high of 50.8 in July from
47.4 in June, Markit Economics and
the Chartered Institute of Purchas-
ing and Supply said.

The reading above the “neutral”
50 level suggests output is expanding
in the sector for the first time since
March 2008.

Revised data for the 16-country
euro zone, also published Monday,
was much stronger than expected,
tickingup to an11-month high of 46.3
in July from 42.6 in June, with sup-
port from a record jump in Germany.
In the euro zone, there were strong
gainsinGermanandFrenchmanufac-
turing. But unemployment contin-
ued to be the principal weak point.

In the U.K., manufacturing em-
ployment fell for the 15th consecu-

tive month, although the rate of re-
duction was the least severe since
June 2008. In the euro zone, the rate
of job losses eased for the fourth con-
secutive month to the lowest level
since November, Markit said. Also,
German data suggested the rise in
the number of people out of work
may be hurting consumer spending.
 —Ilona Billington in London

and Nina Koeppen in Frankfurt
contributed to this article.

U.K., euro zone report
gains in manufacturing

A woman picks through the ruins of her apartment in the northern city of Maiduguri on Monday.

Nigeria death toll swells
Questions remain
on how Islamic group
was able to operate

Sources: Markit Economics; Chartered 
Institute of Purchasing & Supply
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Concerns about a lack of transparency regarding project delays and
postponements hamper the Dubai property market’s recovery.
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By Stefania Bianchi

DUBAI—Home values in Dubai
have fallen by about half from the
peak in the third quarter of last year
in the wake of the global real-estate
slowdown, a widely watched index
of Dubai property prices showed.

But the decline showed signs of
slowing in the second quarter, with
prices falling 9% from the first quar-
ter, after much steeper drops in previ-
ous quarters, U.K. real-estate consul-
tancy Colliers International said in its
quarterly price index. The measure,
which collates mortgage transac-
tions on properties open to foreign
ownership since the start of 2007, is
compiled using data from financial in-
stitutions accounting for 60% of the
mortgage market in Dubai.

Property prices in the emirate,
which had been driven sharply higher
in past years as foreign investors
snapped up real estate, have been slid-
ing since the third quarter of 2008.

Like other places around the

world, the emirate has been hit by a
property slump as a result of the
credit crunch. Colliers said continu-
ing concerns over the availability of
financing, job-security worries for
the emirate’s many expatriates and a
lack of transparency about project de-
lays and postponements continued
to hamper the market’s recovery.

Property prices in Dubai were ris-
ing sharply as recently as the first
half of last year. But since the third
quarter of 2008, as the impact of the
global crisis has hit the emirate, real-
estate agents have reported soften-
ing prices and a dearth of buyers, es-
pecially those buying investment
properties that had earlier helped
drive steep price increases.

The average price of property de-
clined to 949 U.A.E. dirhams ($258) a
square foot in the second quarter, Col-
liers said. Prices are now at the same
level as in the second quarter of 2007.
In the quarter, the prices of villas
and townhouses were hit hardest,
falling 18% and 11%, respectively.

By Will Connors

LAGOS, Nigeria—As the death
toll from a week of violence in north-
ern Nigeria swelled into the hun-
dreds, questions arose over how a
group that security officials admit
was under surveillance for months
was able to cause such destruction.

More than 800 people were
killed last week during fighting be-
tween a Islamic fundamentalist
group, Boko Haram, and Nigerian se-
curity forces that spread across sev-
eral northern states. Rights groups
say many civilians were among
those killed, though exact figures re-
main unknown. Police say most of
the dead were militants.

While there is a long history of re-
ligious violence in Nigeria, mostly
between Christians and Muslims,
last week’s clashes and Boko
Haram’s targeting of its government
surprised many observers, and
many within Nigeria as well.A Red
Cross worker in the northern city of
Maiduguri, where most of the fight-
ing occurred, said that 780 bodies
had been collected in the past few
days, and that at least 3,600 Maidug-
uri residents had been displaced. Of-
ficials in Bauchi, where the violence
began, had earlier confirmed more
than 50 deaths.

Boko Haram, which means “educa-
tion is prohibited” in the Hausa lan-
guage spoken in northern Nigeria,
had been advocating for a withdrawal
from Western education and ideals,
and for a stricter adoption of Shariah
law, already practiced in 12 northern
states. The group had convinced fol-
lowers to drop out of school, quit
their jobs and become more focused
on living according to its strict guide-
lines. Exact membership figures for
the group aren’t known.

Boko Haram’s leader, Mu-
hammed Yusuf, had earlier told an in-
terview that members didn’t be-
lieve in Darwinism or that the earth
was round. The views of most Nige-
rian Muslims don’t coincide with
those of Boko Haram followers.

Residents of major northern
towns and Muslim leaders knew of
the group for years.

“The group’s teachings are not

new,” said Hassan Karofi, opera-
tions manager of the Daily Trust
newspaper for the northern region
of Nigeria.

Security forces have been criti-
cized in the days following the vio-
lence for ignoring signs that the
group was planning attacks. Police
spokesmen in Bauchi and in Abuja,
the capital, confirmed that the
group had been under surveillance
for months for “preaching funda-
mentalism.”

The group’s leader, Mohammed
Yusuf, had been arrested twice for
“inciting public disturbances and
subversive activities,” according to
police, most recently in January,
when he was released on bail.

In June, eight Boko Haram follow-
ers were killed by police during a fu-
neral procession for two group mem-
bers. After the killings Boko Haram
members publicly threatened to at-
tack police and said they would have
their revenge, according to press re-
ports at the time.

Three weeks ago a member of
Boko Haram was killed in an explo-
sion in his home. Police said the man
had been attempting to build a bomb.

“Many people were surprised
that the police did not take the
threats seriously until they attacked
the police station last week,” Mr.
Karofi said. “That security forces
are not able to nip such crises in the
bud is of great concern.”

The local Guardian newspaper
cited senior security officials Sun-
day as saying that nearly a dozen
confidential reports detailing the
“imminent threat” of Boko Haram
had been presented to the Inspector
General of Police over the last year,
but nothing was done.

Federal Police spokesman Em-
manuel Ojukwu confirmed the po-
lice had received several security re-
ports concerning the group, and
though they had arrested Mr. Yusuf
twice, didn’t have enough evidence
to keep him in jail. “This is a democ-
racy, you can’t arrest somebody
[again] without evidence,” Mr.
Ojukwu said by phone from Abuja.
“We’d been keeping tabs on them.”

President Umaru Yar’Adua also
has been criticized for leaving the
country just as the crisis escalated.
The president returned from a diplo-
matic trip to Brazil on Saturday, af-
ter the fighting had subsided.

The circumstance surrounding
Yusuf’s death remain murky. Rights
groups have suggested Yusuf was ex-

ecuted while in police custody.
So far several rights groups, in-

ternational and local, have urged in-
vestigations into the killing.

A photo obtained by the BBC
shows Mr. Yusuf alive, with only an
arm wound, being escorted to jail by
army officials. Hours later police of-
ficials invited journalists to come to
the police station and photograph
his bullet-ridden body. Gory photo-
graphs of his bloody corpse ran in
the following day’s newspapers.

Police say that Mr. Yusuf died
while trying to escape custody.

“We’re investigation the circum-
stances that led to his death and the
death of other Nigerians,” Mr.
Ojukwu said.

Many feel that by killing Mr.
Yusuf, whether by extrajudicial
means or while attempting to pre-
vent his escape, critical information
about his group is now lost.

“Some things might have come
out if he had gone to trial,” said Zac-
arys Anger Gundu, a professor at Ah-
madu Bello University in Zaria, a
northern city who has been following
the incidents. “There are a lot of
things we don’t know about the
group, and killing the leader removes
the issue from public scrutiny.”

More than 10,000 people have
been killed in sectarian violence in
Nigeria since 1999, often in the so-
called Middle Belt, where the Mus-
lim north meets the Christian south.

But where religious tensions
have most often involved young
Muslim and Christian youths fight-
ing each other, Boko Haram focused
on police and government build-
ings. Analysts believe the group
gained traction because northern Ni-
geria has suffered economically
over the years. The emergence of
the oil industry in the southern
delta region took the government’s
focus away from agriculture. Grow-
ing cities such as Lagos, the eco-
nomic hub of West Africa, lured the
north’s residents.

Once the agricultural center of a
country that was a net exporter of
foodstuffs, most of the northern
farms now lay fallow. Hundreds of
once-humming textile mills are silent.
Only five mills remain.

Residents in Maiduguri told re-
porters many Boko Haram members
have shaved their beards and
slipped back into daily life, accord-
ing to reports. “We know it is not fin-
ished yet,” Mr. Karofi, of the Daily
Trust newspaper, said.
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By Yoshio Takahashi

TOKYO—Suzuki Motor Corp.
and Toyota Motor Corp. subsidiary
Daihatsu Motor Co. reported plung-
ing profits for the fiscal first quar-
ter, as cautious consumers drove
down sales of their compact cars
and the strong yen reduced their
overseas income.

But their much smaller exposure
to the flagging U.S. market and line-
ups that focus mostly on minicars
helped Japan’s top two small-car
makers eke out profits during the
quarter, in stark contrast to the net
losses reported by many of their big-
ger rivals.

Meanwhile, an industry associa-
tion said the decline in Japan’s auto
sales for July was the smallest since
the world’s third biggest auto mar-
ket started shrinking last August.

Auto sales, excluding those of
minivehicles with engine displace-
ment of 660 cubic centimeters or
less, dropped 4.2% from a year ear-
lier to 289,927 vehicles in July, ac-
cording to the Japan Automobile
Dealers Association. This was the
12th straight month of decline, but
it was much smaller than the 13.5%
drop in June.

The developments coincide with
a positive sign from one of Detroit’s
car makers—Ford Motor Co.
posted an increase in its July sales,
marking its first year-to-year jump
for the auto maker in almost two
years.

Daihatsu, Japan’s No. 1 seller of
minivehicles, said its net profit
sagged 69% to 3.55 billion yen
($37.5 million) in the quarter ended
June from a year earlier. Sales
dropped 20% to 355.7 billion yen in
the three months.

The Osaka-based car maker
lifted its earnings forecast for the
fiscal first half to 4 billion yen from
1 billion yen previously, as its cost-
cutting efforts are paying off more
quickly than expected and sales at
home and abroad remained rela-
tively firm in the fiscal first quarter.
The company raised its sales projec-
tion for the half to 660 billion yen
from 650 billion yen.

Daihatsu left unchanged its full-
year net profit outlook at eight bil-
lion yen and sales forecast at 1.4 tril-
lion yen.

Suzuki, the country’s second-
biggest seller of minivehicles, said
its net profit fell 92% to 2.14 billion
yen in the quarter ended June.
Sales tumbled 37% to 577.14 billion
yen as sluggish sales in Japan,
North America and Europe offset
solid growth in India, where it
boasts a market share of about 50%.

Suzuki reiterated its forecast for
the fiscal year ending March, pro-
jecting a net profit of 5 billion yen,
an operating profit of 10 billion yen
and sales of 2.3 trillion yen.

Daihatsu’s and Suzuki’s earn-
ings are based on Japanese account-
ing standards.

By Andrew Grossman

And Matt Dolan

DETROIT—U.S. auto sales in
July climbed to their highest pace
in 11 months, boosted by a rush of
customers lured into showrooms
by the federal government’s “cash
for clunkers” rebate program.

Auto makers sold 997,824 cars
and light trucks in July, according
to Autodata Corp. That was the
highest monthly total since August
2008.

The closely watched annualized
selling rate rose to 11.24 million ve-
hicles as a result of the surge in buy-
ing after the clunkers program
kicked off in the last eight days of
the month. Though that’s down
from the year-ago selling pace of
12.5 million, and well off the pace
of 16 million the industry main-
tained earlier in the decade, it was
a significant jump from June’s an-
nualized rate of 9.69 million.

Without the clunkers program,
“we would likely be talking about a
10 million” sales rate, George Pi-
pas, Ford Motor Co.’s top sales ana-
lyst, said in a conference call.

General Motors Co. estimated
it sold 118,000 vehicles in July with
clunker rebates; that alone was
enough to increase the annualized
selling rate by about one million,
the company said.

Ford and Korea’s Hyundai Mo-

tor Co. in particular benefited
from the higher sales rate. Ford re-
ported sales of 164,795 vehicles, up
2.4% from a year ago. Hyundai said
sales rose 22%. Hyundai encour-
aged dealers to begin agreeing to
clunker sales early in July, even be-
fore the federal government
spelled out all of the program’s
guidelines.

With bankruptcy now behind
them, GM and Chrysler Group LLC
suffered their smallest sales de-
clines of the year. GM’s sales fell
19.4% to 188,156 vehicles, while
Chrysler’s dropped 9.4% to 88,900.

Toyota Motor Corp. said sales
slipped 11% to 174,872 vehicles, and
estimated the government pro-
gram boosted sales by between
30,000 and 32,000 vehicles. Its Co-
rolla compact and Prius hybrid ac-
counted for 40% of the vehicles
sold through the clunker program.

Honda Motor Co. said it sold
114,690 vehicles in July. That’s a de-
cline of 17.3% from July 2008, when
the Japanese auto maker posted
strong sales as high gas prices
drove customers to its lineup of
small cars.

Despite July’s rebound, auto
sales remain weak by historical
standards. For the first half of the
decade, car makers routinely sold
nearly 17 million vehicles a year in
the U.S.

Moreover, the future of the

clunkers program is unclear. The
$1 billion appropriated for it has
likely been used up already, and Re-
publicans in Congress have sig-
naled they are opposed to Demo-
cratic efforts to put $2 billion more
into the rebates. “This is still a very
fragile situation,” Mr. Pipas said.

How much of an impact the pro-
gram will have on the broader
economy is also uncertain. In one
positive sign, Hyundai said Mon-
day that its plant in Alabama is re-
turning to a five-day work week af-
ter being on a shortened schedule
since mid-October. Ford had previ-
ously planned to increase produc-
tion in the third quarter, but said it
will reassess whether a further
boost is needed at the end of Au-
gust.

Toyota said in June it would in-
crease production in the third quar-
ter by 65,000 vehicles. The compa-
ny’s total North American produc-
tion in June reached its highest
level since October at 108,261 vehi-
cles, nearly double the level in Jan-
uary.

One overlooked factor that
made the clunkers program such a
hit is the grass-roots marketing
that many dealers did to draw con-
sumers out.

In Sioux Falls, S.D., the incen-
tive program coincided with the
summer clearance sale that Billion
Automotive holds at a fairgrounds

nearby. Owner David Billion said
he took out a 12-page insert in the
local newspaper, ran radio ads and
offered up to $3,000 in incentives
of his own on used cars.

Working under a tent with new
cars parked around it, the dealer-
ship group sold about 100 cars a
day, 35 more than it usually sells
through the event, Mr. Billion said.

At Moore Buick-Pontiac-GMC
Truck in Los Gatos, Calif., new-vehi-
cle sales had been down 10% to 15%
before the clunker program was
launched, but were up about 50%
as of last Friday.

“It’s up as much as we can han-
dle,” said Bret Moore, general sales
manager. “All of us car dealers had
scaled back on personnel but now
we’re looking for more bodies. It’s
a lot busier than it was.”

Chrysler said Monday it is
changing an incentive plan that of-
fered to double the clunkers re-
bates amid complaints from deal-
ers that their inventory is running
short.

Effective Tuesday, Chrysler will
offer its full $4,500 rebate on
fewer models than in the first
weeks of the program. For some ve-
hicles the rebate is now under
$3,500, according to a Chrysler
spokeswoman.
 —Yukari Iwatani Kane

and Kate Linebaugh
contributed to this article.

U.S. auto sales get help from ‘clunkers’ rebate

Suzuki’s sluggish
sales in Japan,
North America and
Europe offset solid
growth in India.

Cash incentives to scrap older
cars and buy more energy-efficient
vehicles supported car sales in
France, Italy and Spain last month.

Registrations of new cars in
France rose 3.1% in July from a year
earlier to 188,635, as a scrapping in-
centive introduced at the end of last
year benefitted makers of small cars
such as Renault SA and PSA Peu-
geot-Citroën SA. French registra-
tions of imported cars fell 5.6%.

Renault’s French registrations
were up 18% from a year earlier at
43,673 cars, while Peugeot-Citroën
registrations were 11% higher at
61,655 cars. Sales for the Renault
brand were up 14%, while those for
low-budget Logan cars made by Ro-
manian subsidiary Dacia surged 58%.

July’s 3.1% increase in the overall
French market lags behind the 7%
rise seen in June, but the trend is
still ahead of the 0.6% growth over
the first seven months of the year.

France kicked off its scrapping
program at the end of last year, be-
fore other European governments
followed suit. The plan awards up to
Œ1,000 ($1,425) to car owners who
scrap vehicles that are at least 10
years old and buy new models that
are more efficient and pollute less.
France’s incentives are among the
least generous in Europe. Germany,
for example, gives up to Œ2,500 for
every car sent to the scrapyard.

In Spain, one of the European
countries hit hardest by the global re-
cession, July car sales were down
10.9% from a year earlier but showed
signs of recovery following a 16%

drop in June, Spanish car manufactur-
ers’ association Anfac said Monday.

Car sales to rental agencies,
which were down 53% from a year
earlier, were largely responsible for
the decline to the 108,222 newly reg-
istered cars last month.

Government incentives, mean-
while, helped push sales to individ-
uals and other, nonrental, compa-
nies up 17%. Sales of low-emission
vehicles, the segment with the
highest government rebate, rose
nearly 15% in July, Anfac added.

For the first seven months, total
car sales in Spain were 34% below
their year-earlier level, as the global
financial crisis sparked a sharp in-
crease in unemployment and a dra-
matic drop in household consump-
tion.

In Italy, new car registrations
rose 6.2% in July from a year earlier
to 204,905 vehicles, also thanks to
scrapping incentives introduced ear-
lier this year, according to govern-
ment figures released Monday. The
rise was nevertheless half of what

was recorded in June, when registra-
tions climbed 12.4%. For the first
seven months of the year, they fell
8.3% to 1.33 million vehicles.

Fiat SpA, the country’s biggest car
maker, saw sales rise 11.1% in July to a
combined 68,811 units for its three
brands, including Fiat, Lancia and Alfa
Romeo. Fiat, known for its small, envi-
ronmentally friendly cars such as the
Cinquecento, had a 33.6% share of the
total number of registrations for the
month, comfortably above its 30%
benchmark.

Car sales in Europe get a lift
Buying incentives spur gains in France and Italy, while Spain shows signs of recovery

New-car registrations in France increased 3.1% last month from a year earlier. Above, a Peugeot showroom in Paris
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Minicars help
Suzuki, Daihatsu
eke out profits

By David Pearson,
Jason Sinclair
and Gilles Castonguay
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By Joann S. Lublin

Veteran investment adviser Jon
A. Barrack felt deeply depressed
twice this year. In mid-February, a re-
ceiver took over the assets of his em-
ployer Stanford Financial group af-
ter regulators accused its owner of
running a huge Ponzi scheme.

Paychecks stopped for Mr. Bar-
rack and many of the financial firm’s
3,000 employees. He lacked income
until April, when he began working
for Oppenheimer & Co. in Memphis,
Tenn. On July 15, Oppenheimer
closed his office—part of its layoff
of 20 of the roughly 90 ex-Stanford
counselors hired. Oppenheimer ex-
ecutive Mark Whaley blames the ad-
visers’ insufficient transfer of Stan-
ford Financial clients and their as-
sets because some assets remained
frozen and some clients switched
providers.

Mr. Barrack became a personal
wealth adviser again last month in
the Memphis office of a midsize in-
vestment firm. Getting hired there
“is a miracle,” he says. But he doubts
he soon will make a good living
again. “It’s going to take a substan-
tial rebuilding process to get back to
what I was making at Stanford Finan-
cial,” he frets.

A growing number of workers
struggle with job searches these
days because a sizable scandal de-
stroyed their small employer—even
though they played no role in its de-
mise. U.S. federal and state authori-
ties saw a surge in multimillion-dol-
lar financial scams being reported,
typically involving tiny operators,
soon after Bernard L. Madoff’s pro-
tracted Ponzi scheme surfaced in De-
cember. (The convicted money man-
ager began serving a 150-year
prison term in July.)

Alumni of collapsed smaller con-
cerns face greater hurdles and guilt
by association than did staffers of
huge failed businesses like Enron
and Arthur Andersen. “You will be
seen as having been closer to the
scandal, and that perception will
last for years,” warns Peter D. Crist,
head of Crist|Kolder Associates, an
executive-search firm in Hinsdale,
Ill. Certain Wall Street firms won’t
even consider applicants with Ber-
nard L. Madoff Investment Securi-
ties LLC on their résumés due to the
scandal.

Conventional job-hunting tac-
tics, such as sending unsolicited ré-
sumés, often fail individuals in this
situation. But there are some uncon-
ventional approaches, including
joining forces with former co-work-
ers to pursue jobs, which also may
benefit anyone caught in today’s
maelstrom of high unemployment.
One thing career specialists agree
about: Job seekers from scandal-de-
stroyed small companies should
tread carefully when dealing with
the issue of their former employers.

Initially, you’re tempted to fume
over your company leader’s fraudu-
lent behavior. That’s what Seth Os-
trow did. Marc S. Dreier, founder and
managing partner of Dreier LLP, a
New York law firm with about 270 at-
torneys, was arrested for fraud in De-
cember.Mr.Ostrow,chairmanofDrei-
er’spatentdepartment,quithoursaf-
ter the arrest. “It was obvious that
the firm was finished,” he says. He
and several colleagues launched a
separate practice that month.

In announcing their firm’s cre-
ation, Mr. Ostrow told the New York
Law Journal that he considered the
Dreier firm’s predicament “disgust-
ing.” He made the angry comments
because “a lot of people were really
hurt by what [Mr. Dreier] did,” Mr.
Ostrow recalls. “They did their jobs
and he betrayed us.” Dreier later dis-
solved. Mr. Dreier received a
20-year prison sentence in July.

But Mr. Ostrow’s public dispar-
agement of his old boss could hurt
his professional prospects. “Bad-
mouthing your former employer
makes you look guilty,” says Linda
Dominguez, an executive coach in
Coarsegold, Calif.

Mr. Ostrow defends his actions.
Mr. Dreier “destroyed people’s
lives,” he says. “To say it was disgust-
ing is a huge understatement.” In
any case, Mr. Ostrow doesn’t plan to
leave his new firm and has yet to see
significant repercussions from his
public statement.

Other Dreier alums landed a
fresh gig fast by marketing them-
selves as a group and obtaining un-

usual references. The day of Mr. Drei-
er’s arrest, Richard H. Block and fel-
low employment-law specialists
there began pitching themselves to
various law firms.

They described their lack of
knowledge about the misdeeds, the
relative independence of their suc-
cessful Dreier practice and the fact
that Mr. Dreier was its sole equity
partner. A former legal adversary at
a different firm respected the spe-
cialists so much that he touted their
expertise to a potential employer
without their knowledge. Clients vol-
untarily made introductions and rec-
ommendations as well.

Some law firms didn’t want to
hire the entire seven-member prac-
tice, however. “We said, ‘We’re not
leaving anyone behind’ ” because
“our clients know us as a team,” Mr.
Block says. The full group got offers
from five of the six law firms they
pursued, and joined Mintz, Levin,
Cohn, Ferris, Glovsky and Popeo PC
in January.

Résumés present another tick-
lish issue for people left jobless fol-
lowing a small company’s scandal-
caused collapse. One former Madoff
professional, who earned $200,000
annually, lists the defunct firm prom-
inently on his résumé. But the docu-
ment does state that he worked for
“a separate entity from the infa-
mous investment management busi-
ness.” The unemployed man refuses
to omit his short Madoff stint. He
fears reference checks still would un-
cover the experience—and “it will
look like I’m unethical.”

To manage interviews well, hir-
ing managers say you must assert
your lack of culpability for your
failed employer and your interest in
ethical enterprises. Use a well-re-
hearsed pitch and relaxed demeanor.

Hiring officials understand
“what it’s like to be blindsided about
something you don’t know,” says
Dory Hollander, a workplace psy-
chologist in Arlington, Va. “When
you normalize something, people
can identify with your situation
rather than vilify you.”

Job seekers cope with scandal
Former employees
of disgraced firms
face extra barriers

Richard Block holds a meeting at Mintz Levin, his new firm, along with other
former employees of New York law firm Dreier.
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Bouncing back?
Extra job-hunting tips after a scan-
dal hits your small employer:

n Overcome your rage via
counseling

n Quit quickly rather than wait
for layoffs

n Offer references who can vouch
for your honesty

n Be prepared to describe ethical
work experiences

n Accept lower pay

n Use consulting gigs to get your
foot in the door

n Start a business, with help from
former clients

n Switch professions or industries
Source: WSJ reporting

THE MART

MAKE GREAT
CONNECTIONS
IN EUROPE.
THE WALL STREET
JOURNAL EUROPE.

To advertise
Emma Balogun
Advertising Sales Executive
TheWall Street Journal Europe

+44 20 7842 9608 (direct)
+44 20 7842 9650 (fax)

emma.balogun@dowjones.com

BUSINESS OPPORTUNITIESAVIATION

���� �����	
��
���� �����

������ �� �	
��� ������ �	�����
�������� ����	�
	� ��� �������� ����� �� ������
����� ������� ���� ���	����� 
������ ��������
� ������� ��
	�� ��	� �� ������� �������

������ �� 
� ��	� �� �������� ��������
���� ��� !" ������ #$��� %&&' �� #&(&&���

���	��	� ����� ��������
����� ���� !�	�
��	"��
###"!�	�
��	"��

Metal Coatings Company with
Finishing Capability

A privately held industrial company
seeks to acquire a metal coatings company

with part finishing capability.
Ideal offerings include HVOF,

plasma spray, wire arc spray and vapor
deposition coatings processes as well as a
wide range of manufacturing services
including CNC grinding, milling, turning,

honing and buffing. Interested
arties should contact Eric Flyen at
(701) 356-0814 or email to

eflyen@gremada.com
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12% RETURN
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Miss USA w/AWoman Owned
Bus w/ Govt. Contracts needs $275K for

Equipment purchases secured by
CAT Equipment & Ranch immediate

need in TEXAS.
[940] 781-7777;

dennismarketic@aol.com

TRAVELClean Shell with Shareholders
Company with no operational assets seeks a
reverse merger. The Company is dually

registered and trades on the NEX in Canada
and the Over the Counter Bulletin Board in the
US. Potential candidate must have a mini-

mum of three years profitability and
established operating history.
albert@richmondholdings.com
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Tel: 44-20-7842-9600
or 49-69-971-4280

Where
Real Estate

Professionals
Conduct
Business

The success continues!
A third of the Internet &

Telecommunications company
VIP-HOTSPOT is being made
available for the right investor.
Substantial profit on investment.

For further information please email:
schumann@vip-hotspot.com

+34 952 593 333

Investor group seeks to acquire operating
businesses with growth potential in the

Midwest.
Prefer revenue size of $5-$15M

with positive cash flow.
Ongoing management team in place is

preferable but not mandatory. Please contact
Tom Dorn, Vector Securities, 847-374-3805

or tdorn@vectorsec.com
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Merck & Co. official leaves,
signaling possible shake-up

MillerCoors profit advances 75%

Metro reports a profit
Sales drop at retailer
on currency effect,
falling food prices

MGM Mirage swings to a loss

Enel, EDF to develop
nuclear power in Italy
By Selina Williams

And Liam Moloney

Enel SpA and Electricité de
France SA on Monday finalized a
deal valued at as much as Œ16 billion
($22.8 billion) to form a joint ven-
ture that will develop nuclear power
stations in Italy.

The joint venture, Sviluppo Nu-
cleare Italia Srl, will study the feasi-
bility of building at least four reac-
tors using Areva SA’s advanced
third-generation EPR nuclear-reac-
tor technology, at a cost of about Œ4
billion for each 1,600-megawatt
unit. EDF has said that economies of
scale should allow it to improve the
cost-effectiveness of EPRs as it
builds more of them.

The deal, originally agreed to in
February by Italy-based Enel and
French nuclear giant EDF at a sum-
mit between Italian Prime Minister
Silvio Berlusconi and French Presi-
dent Nicolas Sarkozy, is part of the
Italian government’s drive to re-
verse a decades-old ban on nuclear-
power generation in Italy. The coun-
try banned nuclear-generating fa-
cilities in a 1987 referendum after
the Chernobyl disaster in the
former Soviet Union.

The move in Italy is part of a
trend world-wide to build nuclear
power stations as governments try
to shore up energy security and take
action on greenhouse-gas emissions

to meet climate-change commit-
ments. Nuclear power plants can
provide low-carbon electricity for
as long as 60 years.

In the best-case scenario, the
amount of electricity generated
from nuclear power could almost
double to 619 gigawatts by 2030
from 370 gigawatts now, according
to forecasts in the Organization for
Economic Cooperation and Develop-
ment’s Nuclear Energy Outlook, pub-
lished last year.

According to the International
Atomic Energy Authority, 52 nu-
clear power stations are currently
under construction, with most of
these in China and other countries
outside the OECD.

In Europe, fears about overde-
pendence on Russian gas to gener-
ate electricity, tough European
Union climate-change targets and
the closure over the next 15 years of
many aging nuclear power stations
have driven countries such as the
U.K. to support the construction of
new plants. Sweden, meanwhile,
has begun the legislative process to
overturn a ban on nuclear energy
and Germany is also reconsidering
its nuclear phase-out.

In Spain, the government has
granted an operating extension to a
nuclear power plant that was origi-
nally designed to run only until
2011. This could set a precedent for
four large plants.

CORPORATE NEWS

Source: Thomson Reuters Datastream
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Metro AG
On the Frankfurt Stock Exchange
Monday: Œ40.24, up 40.8% year to date
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By Mike Barris

MillerCoors LLC posted a 75%
surge in second-quarter profit on
prior-year charges, but the com-
pany said soft sales of premium
brands such as Miller Lite helped
drive down profit margins.

The joint venture has finished
its first year of operations and had

core earnings growth by a double-
digit percentage each quarter, said
Chief Executive Leo Kiely. The oper-
ations are made up of the U.S. busi-
nesses of Molson Coors Brewing
Co. and SABMiller PLC.

MillerCoors’ profit rose to
$304.9 million from $174.6 million
a year earlier. The prior-year figure
assumes the joint venture was al-

ready in effect. Excluding items
such as integration costs, earnings
rose 16% to $325.3 million. Net sales
rose 1.6% to $2.14 billion despite a
1.7% volume drop.

Meanwhile, Molson Coors re-
ported its second-quarter profit
more than doubled on benefits from
the joint venture and a 3% growth in
Coors Light volume.

By Peter Loftus

A top Merck & Co. executive once
viewed as a candidate to become
chief executive of the drug maker
has retired, possibly signaling a
management shake-up ahead of
Merck’s planned purchase of Scher-
ing-Plough Corp.

Margaret McGlynn announced in-
ternally last week that she would re-
tire as president of Merck’s vaccine
and infectious diseases unit, effec-
tive Nov. 1.

Merck spokeswoman Amy Rose
said Ms. McGlynn decided it “was a
good time to pursue many personal
and professional aspirations.” No
successor has been named.

Ms. McGlynn, 49 years old, had
been head of vaccines since 2005,
and had occupied other leadership
roles in her 26-year Merck career.
She oversaw the launch of new
shots including cervical-cancer vac-
cine Gardasil, which helped gener-
ate sharp sales growth for the vac-
cines unit in 2006 and 2007.

Her star was rising in early
2007 when BusinessWeek quoted
Merck Chief Executive Richard
Clark as saying Ms. McGlynn was
“definitely CEO material.” She was
believed to be one of the internal
candidates to succeed Mr. Clark,
who hits Merck’s mandatory retire-
ment age of 65 in 2011.

But Ms. McGlynn’s tenure also
was tarnished by problems in the
vaccines business, including a slow-
down in Gardasil sales and manufac-
turing snafus that limited supplies
of certain vaccines.

Ms. Rose said Ms. McGlynn
wasn’t asked to leave; Ms. McGlynn
wasn’t available for an interview.

Sanford C. Bernstein analyst

Tim Anderson said Ms. McGlynn’s
departure was unexpected.

“Our understanding is that over
the coming weeks there could be a sig-
nificant shake-up in the most senior
ranks of the company, some of which
could come as a surprise to inves-
tors,” Mr. Anderson wrote in a re-
search note. He added that while the
moves may present a near-term dis-
traction, they could enhance the long-
term value of the postmerger Merck.

It is already known that Mr.
Clark, the CEO, plans to continue in
the top spot when the Schering-
Plough deal closes, which is ex-
pected by year end. Merck has told
employees that Mr. Clark expects to
announce a new structure and lead-
ership team by late August.

Mr. Clark said that from a CEO
succession-planning standpoint,
the addition of Schering executives
“makes the senior leadership pool
much stronger.”

Separately, the company dis-
closed Monday that it expects to pay
$80 million to settle litigation in
which drug-benefit plans sought to
recover their costs in paying for the
former pain drug Vioxx.

About 190 claims by private, third-
party payers are pending in New Jer-
sey and federal courts. Merck said in
a regulatory filing Monday it has
reached an agreement in principle
with the plaintiffs to settle the claims
for $80 million.

Merck booked a charge in this
amount for the second quarter.

The claims were brought by union
health plans and other entities that
paid for their members’ Vioxx use in
the years before Merck pulled it from
the market because a study showed it
increased the risk for heart attacks
and related events.

By Erin Fines

Metro AG Monday swung to a
net profit in the second quarter but
posted lower sales because of
weaker Eastern European curren-
cies and declining food prices.

Germany’s largest retailer said it
expects a tougher retail environment
in coming months as rising unemploy-
ment hampers consumer spending.

Net profit in the three months
ended June 30 came in at Œ48 mil-
lion ($68.4 million), compared with
a year-earlier net loss of Œ453 mil-
lion. The year-earlier results were
restated to take into account
charges relating to the disposal of
Metro’s Adler chain last year.

Metro, which owns the Kaufhof
department-store chain and elec-
tronics retailers Media Markt and
Saturn, said sales fell 3.8% to Œ15.34
billion. Measured in local curren-
cies, sales were steady, Metro said.

The drop came despite a positive
calendar effect from Easter falling in
the second quarter this year. After

an “overall satisfactory” perform-
ance during the key Easter season,
business in May and June couldn’t
reach the positive development
seen in April, the company said.

Looking ahead, Metro said it ex-
pects a less dynamic development in
2009 than last year, but without any
significant changes in sales and earn-
ings trends in the second half of 2009.

Chief Executive Eckhard Cordes
said that in view of the economic
crisis, “Metro Group stood its
ground well.” But the company
said that while it sees some signs in-
dicating an economic recovery,
there are no “clear signs for a fast
economic upswing after the severe
downfall,” and rising unemploy-
ment in the second half of 2009 is
expected to put a further burden
on the retail sector.

German retail-sector statistics
released Monday showed an unex-
pected 1.8% drop in June sales com-
pared with May, indicating that fall-
ing prices and economic stimulus
measures have failed to get consum-
ers spending again.

Metro’s sales in its German home
market, which accounts for about
40% of total sales, were down 0.3%
in the second quarter.

Metro will continue to focus on
its expansion plans, seeking to gain

an “excellent starting position for
the next upturn,” Mr. Cordes said.
The company is still open to talks
about acquiring some of the
Karstadt department stores from in-
solvent retail and travel company
Arcandor AG, but the ball is now in
Arcandor’s court, Mr. Cordes said in
a conference call with analysts.

Mr. Cordes has proposed acquir-
ing about 60 of the Karstadt stores to
combine with Metro’s Kaufhof chain,
but Arcandor halted preliminary
talks with Metro after it filed to open
insolvency proceedings in June.

Metro’s second-quarter results
include charges of Œ68 million relat-
ing to the company’s “Shape 2012”
restructuring program. Total
charges relating to the program will
be about Œ650 million between
2009 and 2011, with most of the
amount falling in the first two of
these fiscal years, Metro said. The
program, introduced in January,
aims to improve annual earnings be-
fore interest and tax, or EBIT, by
about Œ1.5 billion by 2012.

The company previously said the
program would involve the elimina-
tion of around 15,000 positions, but
Mr. Cordes said Monday the figure
“may be 17,000.”
 —Natali Schwab

contributed to this article.

By Kerry Grace Benn

MGM Mirage, which pulled itself
back from a financial abyss in May,
posted a second-quarter loss as reve-
nue sank 20% and the debt-laden ca-
sino company took write-downs.
The Las Vegas company added that
while demand is still down it has
seen signs of a pickup in bookings.

MGM Mirage has been struggling
to remain in compliance with its debt
covenants and has been considering
selling off properties to meet loom-
ing obligations. In May, it said it
would pay back $825.6 million in

debt under its senior credit facility af-
ter a stock and bond offering. Those
offerings led the company to remove
a bankruptcy-concern statement
from a filing in June, saying there is
no longer “substantial doubt” about
its ability to remain operational.

Dilution from the stock offering
means the company is no longer con-
trolled by billionaire investor Kirk
Kerkorian.

As of June 30, MGM Mirage had
about $4.1 billion of borrowings out-
standing and its cash balance was
about $411 million.

Chairman and Chief Executive Jim

Murren on Monday called the quarter
“monumental,” citing the capital-mar-
kets deals and saying the company
saw a more stabilized, though still
tough, operating environment.

MGM Mirage, which has a big
presence on the Las Vegas Strip,
posted a loss of $212.6 million, or 60
cents a share, compared with year-
earlier earnings of $113.1 million, or
40 cents a share.

Revenue declined 20% to $1.66
billion.

MGM Mirage, which has 16 casi-
nos and 50% stakes in four others,
said casino revenue fell 12%.
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New studies shed light on ovarian cancer
Researchers identify
genetic variants, way
to detect tumor early

By Melinda Beck

Two new studies offer a glimmer
of light into the dark puzzle of ova-
rian cancer, which remains one of
the most deadly cancers because it
is so difficult to detect early.

Researchers from the University
of Cambridge and University Col-

lege London have
identified a new ge-
netic variation that
appears to raise a
woman’s risk of de-

veloping ovarian cancer. BNC2, as
the gene is called, is far more com-
monin thepopulation thanthe previ-
ously identified genes, BRCA1 and
BRCA2, and it doesn’t raise the risk
of ovarian cancer nearly as much, ac-
cording to the study in Nature Genet-
ics. But it’s the first of what scien-
tists believe will be many common
gene variations linked to ovarian
cancer that, when combined, may
raise the risk significantly.

“This study confirms that ova-
rian cancer risk is partly determined
by genetic variants present in a large
numberofwomen,”said AndrewBer-
chuck, a gynecologic oncologist at
Duke and head of the Ovarian Cancer
Association Consortium, which is al-

lowing researchers around the
world to work together to accelerate
the pace of such discoveries.

The second study, published in
the online journal PLoS last week,
provides new insights into what ova-
rian tumors typically look like be-
fore they are discovered. Research-
ers at Stanford University School of
Medicine and the Canary Founda-
tion, a nonprofit group dedicated to
early cancer detection, analyzed re-
ports of tumors found in ovaries and
fallopian tubes that were removed
as a precaution from women who
had the BRCA1 mutation. Even
though all the women were believed
healthy at the time, about 8% had un-
diagnosed serious ovarian tumors,
the most deadly kind. Using a mathe-
matical model, the researchers de-
termined that most such tumors re-
main extremely small—less than 1
centimeter in diameter—for about
four years before metastasizing,
and about half of them were still just
3 centimeters across by the time
they did spread.

That’s both bad and good news
for cancer researchers: even though
the researchers say tests need to be
hundreds of times more sensitive
than they currently are to detect
such tumors, “at least we now know
what we are looking for,” says lead
investigator Patrick Brown, a Stan-
ford biochemist. “If we can develop
the right test, we have a long win-
dow of opportunity.”

Finding a way to detect tumors
early has been the Holy Grail of ova-

rian-cancer research for decades.
When diagnosed and treated early,
before it has spread, ovarian cancer
has a 90% cure rate. But the vast ma-
jority of cases are detected in more
advanced stages, after it has spread
to lymph nodes or distant parts of
the body. In such cases, only about
45% of patients survive more than
five years.

As a result, even though ovarian
cancer is relatively rare—the life-
time risk is 1 in 70, compared with 1
in 8 for breast cancer—it is among
the most deadly. World-wide, an es-
timated 190,000 women were diag-
nosed with ovarian cancer in 2008,
and more than 140,000 died from it.

Researchers have been hoping to
find a screening test that would diag-
nose ovarian cancer early, much like
prostate-specific antigen, or PSA,
tests do with prostate cancer and
mammograms do for breast cancer.
But the best tests to date—a CA 125
blood test and a transvaginal sono-
gram—give many false positives as
well, so neither are currently recom-
mended for screening the popula-
tion at large.

Both tests are recommended for
women who have a family history of
ovarian cancer, or who experience
symptoms such as abdominal bloat-
ing, pain, bloating, change in bowel
habits or fatigue that lasts for more
than three weeks. It’s unclear how
big a tumor has to be before such
symptoms are evident, but even
when they are, women often ignore
them and doctors often dismiss
them as gastrointestinal upset.

In a recent survey by the Na-
tional Ovarian Cancer Association,
a nonprofit advocacy group, 83% of
women said their doctors had not
discussed the symptoms of ovarian
cancer with them, and 62% of Ameri-
cans believe—erroneously—that a
Pap smear can diagnose it.

“Nobody knows your body as
well as you do. Listen to it—if the
symptoms are there, pay attention,”
says April Donahue, an ovarian-can-
cer survivor from Quakertown, Pa.
When she was 24, she went to four
different doctors for her pain, fa-
tigue and bloating before one re-
moved what he thought was an ova-
rian cyst. It turned out to be ovarian
cancer. Ten years later, her symp-
toms returned and doctors again
brushed it off as stomach upset. But
Ms. Donahue insisted on having her
remaining ovary removed, and can-
cer was discovered again. “Hey, I’m
lucky. I’m an 18-year survivor, and
not a lot of women can say that,” she
says.

Women with numerous cases of
breast, ovarian and colon cancer in
their extended families are urged
to see a genetic counselor, who may
suggest testing for a BRCA muta-
tion. Only about 1 in every 500
women carries either BRCA1 or
BRCA 2, but when they do, they
have five times the usual risk of
breast cancer, and between three
and eight times the risk of ovarian
cancer.

“If I hadn’t opened that enve-
lope, I would have passed away
years ago,” says Donna Lackey, 42,
of Southlake, Texas. Her mother and
grandmother died of breast cancer
in their 40s, and in 2002, a cousin
wrote to say that she and her sib-
lings had tested positive for BRCA1.
Ms. Lackey tested positive too and
scheduled what she thought would
be a preventative double mastec-
tomy and oophorectomy (removal
of the ovaries). But the surgeons
found that ovarian cancer had al-
ready spread throughout her abdo-

men and lymph nodes, even though
she had no symptoms whatsoever.
Ms. Lackey has since had seven can-
cer recurrences and has been on che-
motherapy continuously for the last
year. Still, she has beaten the five-
year odds and is grateful she had the
surgery. “If I hadn’t, my boys would
have lost their mom in second and
fifth grade. Their whole lives would
have been different,” she says.

To date, only about 25% of ova-
rian-cancer cases appear to have a
familyconnection. The rest are prob-
ably related to unknown genetic
problems or to environmental
causes, or an interplay of both. “We
don’t believe that anybody inherits
cancer—what you may inherit is a
predisposition to it,” says Thomas
Sellers, a genetic epidemiologist at
Moffitt Cancer Center in Tampa,
Fla., who expects to identify several
more gene variations within the
year.

What prompts cells to turn can-
cerous is another avenue of re-
search. Other doctors at Moffitt are
analyzing the genetic fingerprints
of ovarian tumors themselves, and
in a pilot study, they are selecting
chemotherapy drugs based on that
profile. Almost all patients are
given a combination of Taxol and a
platinum drug as a first-line treat-
ment. But a variety of second-line
therapies are available if the cancer
returns, though few are successful
for long. “These are patients with a
very grim prognosis. But the first pa-
tient we enrolled had a complete re-
sponse—no evidence of the disease
and it’s been three months,” says
Johnathan Lancaster, chief of wom-
an’s oncology at Moffitt, who is lead-
ing the study and still enrolling pa-
tients.

Researchers also have high
hopes for preventing ovarian can-
cer in the first place. Bearing chil-
dren, breast-feeding them and tak-
ing birth-control pills for at least
five years all seem to lower the risk
significantly—probably because
each suppresses ovulation tempo-
rarily. Maintaining a healthy weight
is also recommended. A recent
study from Denmark suggested that
post-menopausal hormone-replace-
ment therapy raises the risk of ova-
rian cancer, but many doctors are
skeptical, and point out that the in-
creased risk was minuscule—just
one additional case per 8,200

women.
Doctors often recommend that

women at high risk who have com-
pleted their families have their ova-
ries and fallopian tubes removed,
which can cut the cancer risk dra-
matically. That does put them into
immediate “surgical” menopause,
and in rare cases, ovarian cancers
can still occur in the lining of the ab-
dominal cavity. But Carmel Cohen, a
gynecological oncologist at Mt. Si-
nai School of Medicine in New York
and co-chair of the Ovarian Cancer
Research Fund, says he knows of no
data to suggest that taking low-dose

estrogen raises the risk of cancers af-
ter ovaries have been removed. He
also says few women ever regret
having their ovaries removed as a
precaution.

Research is going on in many
other aspects of ovarian cancer—in-
cluding looking for more specific
markers that might be evident in
blood, in vaginal fluid or even the
breath of women with early cancers.
Scientists are also studying new con-
trast materials that could make
early-stage cancers more visible on
ultrasound.

In the meantime, experts advise
women to be aware of their family
history, be on the lookout for symp-
toms and to insist that their doctors
consider ovarian cancer. As Dr. Co-
hen says: “If a woman has symp-
toms that are recent, persistent and
otherwise unexplained, she should
go to her provider and say, ‘Prove to
me that I don’t have ovarian can-
cer.’ ”

Email: healthjournal@wsj.com

The onion is the size of a typical serious ovarian cancer at the time of diagnosis
and also represents the size of tumor that can be detected by currently available
tests. The peppercorn, left, is the size of a tumor that an early detection test
would need to be able to detect reliably in order to reduce mortality by 50%.
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Telltale symptoms
See your doctor if you experience
any of these for more than three
weeks:

n Abdominal bloating

n Vague but persistent gastrointes-
tinal complaints

n Change in bowel habits

n Frequency or urgency of urination

n Unexplained weight gain or loss

n Abnormal vaginal bleeding
Source: Ovarian Cancer Research Fund
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Hang Seng Bank Ltd.

Hang Seng Bank Ltd. reported a
29% decline in first-half net profit
and said it expects the business envi-
ronment to remain challenging until
next year. The bank, which is
62%-owned by HSBC Holdings PLC,
said its net profit fell to 6.45 billion
Hong Kong dollars (US$832.3 mil-
lion) in the six months ended June
30 from HK$9.06 billion a year ear-
lier, as higher trading income was
outweighed by declines in net inter-
est and fee income. Chief Executive
Margaret Leung said the global fi-
nancial crisis continues to pose chal-
lenges for business. Hang Seng
Bank’s net fee income dropped 36%
from a year earlier to HK$1.93 bil-
lion. Net interest income from core
lending operations fell 12% to
HK$7.28 billion. The bank said its
net interest income fell due to the

near-zero interest-rate environ-
ment. Its net interest margin in the
first half narrowed to 2.06%, down
from 2.43% a year earlier.

Alibaba.com Ltd.

Alibaba.com Ltd. is consider-
ing establishing a joint venture in
India to provide business-to-busi-
ness e-commerce services, Chief
Executive David Wei said Monday.
Mr. Wei said the new Indian com-
pany will be similar to the joint
venture Alibaba.com set up with
Japanese mobile-phone and Inter-
net company Softbank Corp. The
Japanese joint venture caters to lo-
cal small and midsize businesses.
“The most likely partners to be in-
volved in the Indian JV are those
that we are now cooperating
with,” Mr. Wei said. “I also don’t
want to pursue a majority stake in
the JV.” Separately, Mr. Wei said
an assistance program launched in
2007 by Alibaba.com parent Ali-
baba Group has helped about
1,400 small and midsize enter-

prises in China’s Zhejiang prov-
ince obtain loans in excess of 2.6
billion yuan, or about $381 mil-
lion, as of June 30.

Linde AG

German industrial-gases and en-
gineering company Linde AG on
Monday reported a 38% decline in
second-quarter net profit and said it
now expects its full-year sales and
earnings will fall below last year’s.
Net profit fell to Œ133 million ($190
million) from Œ215 million a year ear-
lier, when growth in Linde’s engi-
neering and gases divisions and
lower taxes after asset sales boosted
the bottom line. Sales dropped 17%
to Œ2.78 billion. Linde said sales at
its gas business, the company’s stron-
gest earnings and sales contributor,
declined 9.1% to Œ2.19 billion. “Fu-
ture global economic developments
are beset with uncertainty, and the
crisis is not yet over,” the company
said. “Against this background, we
will be unable to achieve in the 2009
financial year the same level of sales
and earnings achieved in 2008, a
record year.” For 2008, Linde had
posted Œ2.56 billion in operating
profit and Œ12.66 billion in sales.

GLOBAL BUSINESS BRIEFS

Panasonic Corp.

Panasonic Corp. of Japan
posted a fiscal-first-quarter loss
as weak sales and restructuring
costs weighed on its bottom line,
even as its aggressive cost-reduc-
tion measures showed signs of
progress and helped it narrow its
first-half-loss forecast. The Osaka-
based consumer-electronics com-
pany on Monday reported a net
loss of 52.98 billion yen, or about
$560 million, for the April-June pe-
riod, compared with a net profit of
73.03 billion yen in the first quar-
ter of last year. Weak sales of the
company’s digital cameras and
other products reduced revenue
by about a quarter. Panasonic said
cost-cutting efforts will help it re-
gain momentum in the second

quarter. The company revised
down its net-loss estimate to 100
billion yen for the first half ending
in September from a projection of
195 billion yen. It now expects an
operating loss of 20 billion yen. Tata Motors Ltd.

Tata Motors Ltd., India’s larg-
est auto maker by sales, said Mon-
day total sales including exports
rose 18% in July from a year ear-
lier. The company said it sold
48,054 vehicles last month com-
pared with 40,729 units a year ear-
lier. Sales of Tata-branded passen-
ger cars rose 17% to 17,191. The com-
pany said it dispatched 2,475 units
of the Nano, the world’s cheapest
car, during the month. Commer-
cial-vehicle sales in the local mar-
ket grew 27% to 28,408 units. It
said sales of medium and heavy
trucks, which were up 6% at 10,658
units in July, grew for the first
time in 10 months.

—Compiled from staff
and wire service reports.

Bharti Airtel Ltd.

Bharti Airtel Ltd. of India said it
has extended the deadline for its ex-
clusive merger talks with MTN
Group Ltd. of South Africa by one
month to Aug. 31. Bharti Airtel, In-
dia’s largest mobile-phone operator
by subscribers, and MTN in May re-
vived talks over a $23 billion combi-
nation. Last year, merger talks failed
as the two companies couldn’t reach
an agreement. Under the terms of
the deal being discussed, MTN and
its shareholders would buy 36% of
Bharti Airtel, while the Indian com-
pany would take a 49% stake in
MTN. A merger would create a tele-
communications giant with com-
bined annual revenue of more than
$20 billion.

General Motors Co.

General Motors Co. said its July
sales in China rose 78% from a year
earlier to 144,593 vehicles, a record
for the month in the company’s sec-
ond-largest market. China, which
overtook the U.S. in January as the
world’s largest auto market by sales
volume, is playing a key role in GM’s
recovery after it emerged from bank-
ruptcy protection last month. The
company’s sales in China during the
January-to-July period rose 43%
from a year earlier to 959,035 vehi-
cles. It sold 143,294 vehicles in
China in June. Sales in China have
been strong this year on the coun-
try’s buoyant economy as well as
government measures to boost
sales of small cars, including favor-
able tax policies and subsidies for

purchases in rural areas. GM makes
vehicles in China with two joint-ven-
ture partners, SAIC Motor Corp.
and Wuling Automobile Co.

Roche Holding AG

U.S. regulators clear Avastin
as kidney-cancer treatment

Roche Holding AG said it won
U.S. approval to sell Avastin as a
treatment for kidney cancer, a field
in which it will compete against es-
tablished drugs from Pfizer Inc., Wy-
eth and Bayer AG. The Basel-based
drug maker won approval after
showing that patients with kidney
cancer lived nearly twice as long
without the cancer growing when
they took Avastin in combination
with interferon alpha. Established
kidney-cancer drugs, including Nex-
avar, made by Bayer and Onyx Phar-
maceuticals Inc.; Pfizer’s Sutent;
and Wyeth’s Torisel, have carved
out a large share of the market, with-
out the use of interferon. Avastin,
which already has been approved to
treat advanced breast, lung, brain
and colorectal cancer, has been ap-
proved to treat kidney cancer in Eu-
rope since 2007.
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 32.40 $26.23 0.00 0.00%
Alcoa AA 51.00 12.60 0.84 7.14%
AmExpress AXP 12.40 28.65 0.32 1.13%
BankAm BAC 448.30 15.32 0.53 3.58%
Boeing BA 5.70 43.79 0.88 2.05%
Caterpillar CAT 11.90 45.12 1.06 2.41%
Chevron CVX 12.30 70.40 0.93 1.34%
CiscoSys CSCO 57.90 22.57 0.56 2.55%
CocaCola KO 8.40 49.60 –0.24 –0.48%
Disney DIS 17.40 25.52 0.40 1.59%
DuPont DD 6.20 31.90 0.97 3.14%
ExxonMobil XOM 22.70 70.65 0.26 0.37%
GenElec GE 95.60 13.72 0.32 2.39%
HewlettPk HPQ 12.50 43.38 0.08 0.18%
HomeDpt HD 11.50 26.32 0.38 1.46%
Intel INTC 39.90 19.37 0.12 0.62%
IBM IBM 5.70 119.92 1.99 1.69%
JPMorgChas JPM 38.50 39.60 0.95 2.46%
JohnsJohns JNJ 10.30 61.10 0.21 0.34%
KftFoods KFT 10.30 28.20 –0.14 –0.49%
McDonalds MCD 9.80 55.13 0.07 0.13%
Merck MRK 14.80 30.02 0.01 0.03%
Microsoft MSFT 43.10 23.83 0.31 1.32%
Pfizer PFE 46.90 16.04 0.11 0.69%
ProctGamb PG 10.30 55.61 0.10 0.18%
3M MMM 5.30 72.14 1.62 2.30%
TravelersCos TRV 5.70 45.02 1.95 4.53%
UnitedTech UTX 5.80 55.18 0.71 1.30%
Verizon VZ 13.20 32.03 –0.04 –0.12%
WalMart WMT 14.50 49.84 –0.04 –0.08%

Dow Jones Industrial Average P/E: 15
LAST: 9286.56 s 114.95, or 1.25%

YEAR TO DATE: s 510.17, or 5.8%

OVER 52 WEEKS t 1,997.59, or 17.7%

 Note: Price-to-earnings ratios are for trailing 12 months
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Behind Asia’s deals: Bank revenue rankings, Asia
Behind every IPO, bond offering, merger deal or syndicated loan is one or more investment banks. Here are
investment banks ranked by year-to-date revenues from recent deals.

PERCENTAGE OF TOTAL REVENUE
Revenue, Market Equity Debt Mergers &
in millions share capital markets capital markets acquisitions Loans

Nomura $547 12.8% 63% 23% 13% …%

Daiwa Securities SMBC Co Ltd 419 9.8% 70% 23% 8% …%

Mizuho 326 7.7% 35% 46% 10% 10%

JPMorgan 204 4.8% 81% 5% 13% …%

Goldman Sachs 192 4.5% 78% 10% 12% …%

Mitsubishi UFJ Securities 192 4.5% 14% 65% 10% 12%

UBS 174 4.1% 68% 12% 20% …%

Morgan Stanley 169 4.0% 57% 26% 16% …%

Citi 161 3.8% 50% 30% 18% 2%

Source: Dealogic

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

Contl 700 –79 –47 –296 AB Volvo 297 3 –20 –111

Smurfit Kappa Fdg  593 –63 –94 –119 C de Aho Y Monte de Piedad de Madrid 217 3 –28 –81

Grohe Hldg  1876 –46 –120 –277 Reed Elsevier 36 4 –1 –14

M real  1816 –46 –81 –2251 Holcim  154 4 –28 –64

Rhodia 636 –36 –157 –331 Xstrata  209 4 –58 –122

EMI Group  701 –26 –17 28 Carlton Comms 430 6 10 –33

Alcatel Lucent 673 –22 –66 –119 Porsche Automobil Hldg  204 7 –9 –167

Rallye 926 –21 –140 –378 ITV  447 7 7 –40

Nielsen  597 –19 –35 –61 TUI 1713 7 60 174

ArcelorMittal Fin 323 –14 –38 –102 Renault 361 7 22 –57

Source: Markit Group

Dow Jones Stoxx 50: Monday’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

Barclays U.K. Banks $60.1 3.23 6.70% –11.5% –51.2%

ArcelorMittal Luxembourg Iron & Steel 59.9 26.60 5.35 –54.2 –2.6

HSBC Hldgs U.K. Banks 185.2 6.36 4.98 –17.0 –27.3

UniCredit Italy Banks 52.0 2.16 4.87 –36.5 –60.2

Rio Tinto U.K. General Mining 67.6 26.10 4.86 –40.3 7.4

British Amer Tob U.K. Tobacco $62.5 18.23 –1.88% 2.5 30.2

Roche Hldg Part. Cert. Switzerland Pharmaceuticals 109.9 165.40 –1.84 –13.3 –22.9

Banco Santander Spain Banks 118.2 10.05 –1.08 –9.6 –8.1

Novartis Switzerland Pharmaceuticals 121.1 48.46 –0.98 –21.6 –28.8

Diageo U.K. Distillers & Vintners 43.4 9.30 –0.91 6.8 1.4

...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

Anglo Amer 45.9 20.23 4.82% –30.5% –18.3%
U.K. (General Mining)
BHP Billiton 61.4 16.25 3.97 –2.6 51.8
U.K. (General Mining)
Bayer 53.2 44.63 3.65 –21.6 12.8
Germany (Specialty Chemicals)
BG Grp 62.6 10.34 3.50 –10.0 36.9
U.K. (Integrated Oil & Gas)
Daimler 51.4 33.58 3.40 –11.4 –18.3
Germany (Automobiles)
BP 178.9 5.12 2.88 –4.6 –21.8
U.K. (Integrated Oil & Gas)
BASF 47.9 36.15 2.82 –12.5 12.4
Germany (Commodity Chemicals)
Deutsche Bk 41.8 46.65 2.78 –22.8 –48.3
Germany (Banks)
ING Groep 27.7 9.24 2.72 –57.4 –72.4
Netherlands (Life Insurance)
BNP Paribas S.A. 79.2 52.53 2.70 –16.9 –36.1
France (Banks)
Koninklijke Phlps 23.0 16.43 2.69 –23.6 –38.8
Netherlands (Consumer Electronics)
UBS 48.8 16.00 2.50 –23.4 –73.5
Switzerland (Banks)
AXA S.A. 45.8 15.20 2.49 –21.2 –47.1
France (Full Line Insurance)
Credit Suisse Grp 57.9 51.70 2.38 –4.3 –24.0
Switzerland (Banks)
Soc. Generale 38.6 46.10 2.33 –25.0 –60.0
France (Banks)
Siemens 75.5 57.25 2.23 –27.4 –11.7
Germany (Diversified Industrials)
ABB 43.7 19.92 2.05 –28.1 28.6
Switzerland (Industrial Machinery)
Allianz SE 46.0 70.51 1.89 –36.3 –45.9
Germany (Full Line Insurance)
Vodafone Grp 123.2 1.25 1.87 –10.9 4.9
U.K. (Mobile Telecoms)
E.ON 77.8 26.96 1.51 –34.3 –17.4
Germany (Multiutilities)

ENI 95.3 16.51 1.10% –23.3% –32.0%
Italy (Integrated Oil & Gas)
Sanofi-Aventis S.A. 88.0 46.45 1.07 0.8 –35.3
France (Pharmaceuticals)
Banco Bilbao Viz 62.7 11.61 0.78 1.6 –31.0
Spain (Banks)
GDF Suez 88.0 27.01 0.76 –30.8 –1.0
France (Multiutilities)
Iberdrola S.A. 43.7 6.07 0.75 –28.4 –14.4
Spain (Conventional Electricity)
Royal Dutch Shell A 95.0 18.58 0.73 –18.3 –33.4
U.K. (Integrated Oil & Gas)
Assicurazioni Gen 32.7 16.10 0.69 –26.3 –35.6
Italy (Full Line Insurance)
Nokia 50.7 9.40 0.64 –46.2 –39.7
Finland (Telecoms Equipment)
Intesa Sanpaolo 44.9 2.63 0.57 –28.3 –42.2
Italy (Banks)
Telefonica S.A. 118.7 17.50 0.26 5.5 30.4
Spain (Fixed Line Telecoms)
Deutsche Telekom 56.6 9.01 0.22 –18.2 –26.6
Germany (Mobile Telecoms)
SAP 58.4 33.07 0.20 –11.3 –7.4
Germany (Software)
L.M. Ericsson Tel B 29.8 70.90 0.14 10.1 –35.9
Sweden (Telecoms Equipment)
France Telecom 66.0 17.53 0.09 –13.3 6.0
France (Fixed Line Telecoms)
GlaxoSmithKline 111.1 11.49 ... –2.0 –20.0
U.K. (Pharmaceuticals)
Total S.A. 132.9 38.89 –0.05 –20.3 –25.7
France (Integrated Oil & Gas)
Unilever 47.3 19.12 –0.29 10.6 5.2
Netherlands (Food Products)
Nestle S.A. 158.5 43.78 –0.45 –4.6 8.5
Switzerland (Food Products)
Astrazeneca 68.5 27.83 –0.73 15.0 –12.9
U.K. (Pharmaceuticals)
Tesco 48.5 3.65 –0.76 1.7 0.9
U.K. (Food Retailers & Wholesalers)

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

Merger Arbitrage 0.91% 0.01% 2.5% 4.7% -3.8%
Event Driven 1.05% 1.25% 4.7% 7.7% -20.2%
Equity Market Neutral 0.22% 0.11% -0.2% -3.1% -11.6%
Equity Long/Short 0.39% 1.45% 3.4% 2.3% -14.7%

*Estimates as of 07/31/09, 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: 11/1 0.88 104.43% 0.02% 1.87 0.87 1.30

Eur. High Volatility: 11/1 1.61 109.48 0.04 3.89 1.60 2.58

Europe Crossover: 11/1 6.12 113.52 0.10 9.71 6.12 7.77

Asia ex-Japan IG: 11/1 1.25 110.05 0.04 3.84 1.25 2.30

Japan: 11/1 1.51 116.17 0.05 4.33 1.41 2.38

 Note: Data as of July 31

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.
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American psyche bedevils health effort
U.S. public complains about cost and complexity of current system—but can’t quite seem to let it go

Rosalinda Galvan checks the blood pressure of 3-year-old Donaji Cruz, who is uninsured, at a clinic in Venice, Calif., in June.

Drop in U.S. manufacturing sector continues to level off

By Gerald F. Seib

I hate the health-care system—
but don’t you dare mess with it.

That’s a pretty apt summary of
the American mind-set about health
care—and not just now, but for de-
cades. Something about health care
calls forth from the national psyche
a deep, almost inexplicable schizo-
phrenia, as the latest, delayed effort
to “reform” health care is showing
President Barack Obama and the
rest of Washington.

Indeed, the quest to fix health
care has bedeviled every president

since Harry Tru-
man. Arguably,
only one—Lyndon
Johnson, when he
oversaw the birth

of Medicare—succeeded in making
a real dent. Mr. Obama and Congress
have, of course, spent much of the
summer agonizing over how to alter
the system, but this week lawmak-
ers will head home for an August re-
cess without having passed any-
thing in either the House or Senate,
largely because of public anxieties.

This seems counterintuitive. Peo-
ple know the system is creaking,
frustrating and way too expensive.
They complain about it all the time.
Yet they can’t quite let it go.

Why? Like health care itself, the
answer is complicated. But there are
five big reasons:

n The Marcus Welby factor.
Americans maintain a gauzy, almost
dreamy image of doctors and
nurses. The image of the preternatu-
rally soothing hometown doctor por-
trayed on television’s “Marcus
Welby, M.D.” is the ideal to which
Americans cling.

The clinical discussions of cost-
effectiveness, reimbursement rates,
insurance exchanges and “best prac-
tices” that go along with the health
debate are wholly at odds with this
image of tailored medical care. Even
though today’s cost pressures al-
ready are slowly strangling Dr.
Welby, Americans fear that changes

to the system that created him
might hasten the process. “Health
care is intensely personal,” says Bill
McInturff, a Republican pollster
who co-directs the Wall Street Jour-
nal/NBC News poll and has long stud-
ied attitudes about health care. “It’s
not like welfare. It’s about me.”

n The Rube Goldberg Factor. The
very fact that the current system is
like one of those overly complicated
machines means Americans have no
earthly idea how much they’re pay-
ing for health care, which is even
more costly than most realize. Thus,
they are stunned when confronted
with reform plans that lay out the
costs—not just the new ones, but the
existing ones. They get sticker shock.

“So much of the cost of health
care is submerged, is invisible, that
merely raising it to the surface cre-

ates opposition,” says Paul Starr, a
Princeton University sociologist
who advised the Clinton administra-
tion’s health-overhaul effort. “It’s
very hard for people to evaluate the
alternatives being discussed be-
cause they don’t understand how ex-
pensive it [already] is.”

n The Company-Town Factor.
It’s mostly an accident of history
that America has a health-care sys-
tem in which employers pay most of
the cost of insurance. It does so in
large measure because the govern-
ment decided to exempt health in-
surance from wage and price con-
trols during World War II. That
meant companies couldn’t give
raises to attract workers but could
offer health benefits to do so. Then
Uncle Sam decided that neither em-
ployers nor employees had to pay

payroll taxes on the money spent on
health benefits, thereby enshrining
health insurance as the leading em-
ployee benefit.

That, in turn, has fostered a view
of employers as either paternalistic
guardians who look after our health
for mutual benefit, or as powerful
overlords with an obligation to do
so. Either way, there now is a deep
fear of both the notion that individu-
als would be better off fending for
themselves (the conservative im-
pulse) or that government ought to
take over the job (the liberal im-
pulse). Those are the two starkest al-
ternatives to the status quo, and
both scare people.

n The Post Office Factor. Ameri-
cans are deeply cynical about gov-
ernment’s ability to do anything
right. Putting a man on the moon,

building an interstate-highway sys-
tem, fielding history’s most lethal
army—nothing has changed that.
Even Mr. Obama makes jokes about
how standing in line at the post of-
fice has convinced him he doesn’t
want the government running pri-
vate firms.

Yet a health overhaul inevitably
involves a bigger role for govern-
ment. And that’s where lots of Amer-
icans fall off the reform bandwagon.
A survey this summer by the Gallup
polling organization, which regu-
larly tests confidence in American
institutions, illustrates the prob-
lem. Some 36% expressed confi-
dence in the medical system, rank-
ing it in the middle of the broad
range of American institutions that
were tested. But a mere 17% said
they have confidence in Congress,
which is where any health overhaul
would be created, putting lawmak-
ers second from the bottom on Gal-
lup’s list (just a whisker above big
business).

n The Job-Machine Factor. This
is a vastly underappreciated ele-
ment of the national psyche. The
health system isn’t just something
that provides medical care; it’s now
also the largest industry in the land.
It provides more than 14 million
jobs, the Bureau of Labor Statistics
tells us, and seven of the 20 fastest-
growing occupations are health-re-
lated. More than that, health care
will generate a staggering three mil-
lion new wage and salaried jobs in
the next decade or so, more than any
other industry.

Health firms, drug companies,
hospitals and others within the cur-
rent health-care system “have such
a big stake in it that they can afford a
whole hell of a lot of money defend-
ing that stake,” says Bill Frenzel, a
Republican who represented Minne-
sota in the House for 20 years. In
short, lousy as the system may be,
lots of people have a direct eco-
nomic stake in it. Any wonder they
don’t like the idea of a leap into the
unknown?

By Sara Murray

The decline in the U.S. manufac-
turing sector continued to ease in
July as factories boosted output, an
early sign that manufacturers and
the overall economy are likely to
grow in the third quarter.

An increase in new orders and
production—and a slight improve-

ment in employment—propelled
the Institute for Supply Manage-
ment’s manufacturing index to 48.9
last month, up from 44.8 in June. It’s
the seventh straight monthly in-
crease, but still short of the 50 level
that indicates growth in the sector.

“We’re getting very near the end
of the recession as far as manufac-
turing is concerned,” said Norbert
Ore, chairman of the ISM’s manufac-
turing survey of purchase man-
agers, on Monday. But he said U.S.
gross domestic product needs to ex-
pand at a rate of more than 2% for
manufacturing to grow at all.

Last week’s GDP figures, showing
the economy contracted at a 1% rate
in the second quarter, prompted ana-
lysts to revise their third-quarter
projections upward. Deutsche Bank
AG raised its third-quarter GDP fore-
cast to 2% from zero growth in re-
sponse to the new data on GDP,
which measures output. UBS AG’s
forecast rose to 2.5% from 2%, and
J.P. Morgan Chase & Co. predicted a
heftier 3% growth.

Some analysts viewed the report
as the latest sign that the economy

has turned around. “The July ISM re-
port is the clearest indication yet
that the recession ended in either
May or June,” RDQ Economics’ John
Ryding wrote in a note to clients.

Still, the industries that tend to

be leaders in recession recovery—
housing and automobiles—are
struggling and could continue to
weigh on demand, Mr. Ore said. Al-
though the manufacturing sector is
now expected to show growth as

early as the report for August, he
said its members are bracing for a
slow recovery.

“We’re not looking at a strong
GDP growth [rate] for a long period
of time, which is what it really takes
to replace manufacturing jobs,” Mr.
Ore said.

The employment component of
the index rose to 45.6 from 40.7 last
month, but some members cautioned
that more layoffs were on the hori-
zon. More optimistic manufacturers
said they were adding temporary
workers to respond to the increase in
new orders, which would be the first
sign of a turnaround in hiring.

An ISM subindex for new orders
rose to 55.3, its highest point since
July 2007, and the production gauge
climbed more than five points to 57.9.

In another positive sign for third-
quarter growth, construction spend-
ing improved in June, climbing 0.3%
to nearly $966 billion at a seasonally
adjusted annual rate, the Commerce
Department said Monday. Residen-
tial spending grew 0.7%, and nonres-
idential, primarily boosted by spend-
ing on public projects, rose 0.1%.

ECONOMY & POLITICS
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Hopeful signs for the U.S. economy
Another housing-sector
indicator edges up…
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in total construction spending

Notes: Data are seasonally adjusted. Index readings above 50 signal growth; readings below, contraction.
Sources: U.S. Commerce Department; Institute for Supply Management
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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.

2.47% 15 DJ Global Index -a % % 205.00 2.01% –19.3% 4.35% 13 U.S. Select Dividend -b % % 564.81 0.52%–19.1%

2.00% 17 Global Dow 1183.50 0.47% –17.1% 1812.00 2.16% –23.4% 4.38% 16 Infrastructure 1300.30 0.10% –13.0% 1769.95 0.81% –20.4%

3.13% 31 Stoxx 600 228.50 1.58% –17.7% 245.97 3.29% –24.0% 1.62% 8 Luxury 784.30 0.55% –5.0% 958.57 2.24% –12.3%

3.28% 20 Stoxx Large 200 245.00 1.48% –18.3% 262.32 3.19% –24.5% 6.09% 5 BRIC 50 375.30 1.28% –9.8% 510.84 2.00% –17.5%

2.38% -11 Stoxx Mid 200 210.40 1.91% –14.4% 225.25 3.63% –20.9% 4.26% 13 Africa 50 726.20 0.87% –22.5% 658.07 1.59% –29.1%

2.42% 252 Stoxx Small 200 132.00 2.36% –14.8% 141.27 4.08% –21.3% 3.65% 7 GCC % % 1414.07 0.68% –50.0%

3.17% 22 Euro Stoxx 247.30 1.40% –19.9% 266.29 3.10% –26.0% 3.03% 14 Sustainability 751.30 0.89% –14.5% 909.35 2.02% –21.5%

3.31% 16 Euro Stoxx Large 200 263.60 1.34% –20.5% 282.07 3.05% –26.5% 2.36% 14 Islamic Market -a % % 1768.35 1.73% –16.9%

2.40% -13 Euro Stoxx Mid 200 231.70 1.61% –17.3% 247.83 3.32% –23.6% 2.63% 13 Islamic Market 100 1561.90 –0.10% –8.0% 1916.34 1.02% –15.5%

2.71% 22 Euro Stoxx Small 200 141.20 1.71% –16.2% 150.93 3.43% –22.6% 2.63% 13 Islamic Turkey -c % % % %

5.65% 9 Stoxx Select Dividend 30 1269.00 1.78% –25.1% 1565.63 3.49% –30.9% 2.10% 14 DJ U.S. TSM % % 10244.48 0.96% –19.6%

4.90% 11 Euro Stoxx Select Div 30 1506.10 2.09% –29.4% 1865.25 3.81% –34.8% % DJ-UBS Commodity 124.90 1.70% –28.2% 130.78 3.41% –33.7%

*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 1.1865 2.0079 1.1220 0.1673 0.0383 0.1970 0.0125 0.3127 1.7105 0.2298 1.1135 ...

 Canada 1.0656 1.8033 1.0076 0.1503 0.0344 0.1769 0.0112 0.2808 1.5362 0.2064 ... 0.8981

 Denmark 5.1640 8.7390 4.8829 0.7282 0.1668 0.8573 0.0543 1.3607 7.4444 ... 4.8460 4.3522

 Euro 0.6937 1.1739 0.6559 0.0978 0.0224 0.1152 0.0073 0.1828 ... 0.1343 0.6510 0.5846

 Israel 3.7950 6.4223 3.5885 0.5351 0.1225 0.6300 0.0399 ... 5.4709 0.7349 3.5614 3.1984

 Japan 95.1850 161.0816 90.0052 13.4219 3.0738 15.8023 ... 25.0817 137.2187 18.4326 89.3253 80.2219

 Norway 6.0235 10.1936 5.6957 0.8494 0.1945 ... 0.0633 1.5872 8.6835 1.1665 5.6527 5.0766

 Russia 30.9670 52.4055 29.2818 4.3666 ... 5.1410 0.3253 8.1599 44.6420 5.9968 29.0606 26.0990

 Sweden 7.0918 12.0014 6.7058 ... 0.2290 1.1773 0.0745 1.8687 10.2235 1.3733 6.6552 5.9769

 Switzerland 1.0576 1.7897 ... 0.1491 0.0342 0.1756 0.0111 0.2787 1.5246 0.2048 0.9924 0.8913

 U.K. 0.5909 ... 0.5588 0.0833 0.0191 0.0981 0.0062 0.1557 0.8519 0.1144 0.5545 0.4980

 U.S. ... 1.6923 0.9456 0.1410 0.0323 0.1660 0.0105 0.2635 1.4416 0.1937 0.9384 0.8428

Source: Thomson 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 369.00 19.50 5.58% 707.00 302.00
Soybeans (cents/bu.) CBOT 1030.50 48.50 4.94 1,557.50 670.00
Wheat (cents/bu.) CBOT 577.25 21.50 3.87 1,155.75 526.00
Live cattle (cents/lb.) CME 90.325 0.125 0.14 118.500 81.250
Cocoa ($/ton) ICE-US 2,935 43 1.49 3,237 1,950
Coffee (cents/lb.) ICE-US 133.05 5.20 4.07 183.30 109.00
Sugar (cents/lb.) ICE-US 19.14 0.53 2.85 19.43 11.05
Cotton (cents/lb.) ICE-US 62.59 2.57 4.28 101.50 45.25
Crude palm oil (ringgit/ton) MDEX 2,295.00 106 4.84 2,685 1,965
Cocoa (pounds/ton) LIFFE 1,811 1 0.06 1,985 1,177
Robusta coffee ($/ton) LIFFE 1,515 11 0.73 2,324 1,250

Copper (cents/lb.) COMEX 273.85 11.50 4.38 375.35 129.55
Gold ($/troy oz.) COMEX 958.80 3.00 0.31 1,060.00 494.00
Silver (cents/troy oz.) COMEX 1425.20 31.20 2.24 2,009.00 886.00
Aluminum ($/ton) LME 1,949.00 62.50 3.31 2,922.00 1,288.00
Tin ($/ton) LME 15,075.00 425.00 2.90 21,400.00 9,750.00
Copper ($/ton) LME 5,980.00 275.00 4.82 7,761.00 2,815.00
Lead ($/ton) LME 1,953.00 91.50 4.92 2,115.00 870.00
Zinc ($/ton) LME 1,831.00 79.00 4.51 1,837.50 1,065.00
Nickel ($/ton) LME 18,670 945 5.33 21,195 9,000

Crude oil ($/bbl.) NYMEX 71.58 2.13 3.07 142.60 44.28
Heating oil ($/gal.) NYMEX 1.8713 0.0388 2.12 4.0400 1.2589
RBOB gasoline ($/gal.) NYMEX 2.0693 0.0567 2.82 3.0875 1.1450
Natural gas ($/mmBtu) NYMEX 4.031 0.378 10.35 12.059 3.366
Brent crude ($/bbl.) ICE-EU 73.98 1.77 2.45 116.93 44.75
Gas oil ($/ton) ICE-EU 598.50 21.25 3.68 1,086.00 411.50

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Aug. 3
Per In

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

Argentina peso-a 5.5159 0.1813 3.8263 0.2614

Brazil real 2.6458 0.3780 1.8354 0.5449

Canada dollar 1.5362 0.6510 1.0656 0.9384
1-mo. forward 1.5360 0.6510 1.0655 0.9385

3-mos. forward 1.5357 0.6512 1.0653 0.9387
6-mos. forward 1.5353 0.6513 1.0650 0.9390

Chile peso 775.00 0.001290 537.60 0.001860
Colombia peso 2896.46 0.0003452 2009.20 0.0004977

Ecuador US dollar-f 1.4416 0.6937 1 1
Mexico peso-a 18.9059 0.0529 13.1145 0.0763

Peru sol 4.2844 0.2334 2.9720 0.3365
Uruguay peso-e 33.661 0.0297 23.350 0.0428

U.S. dollar 1.4416 0.6937 1 1
Venezuela bolivar 3.10 0.323045 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.7105 0.5846 1.1865 0.8428
China yuan 9.8473 0.1016 6.8308 0.1464

Hong Kong dollar 11.1722 0.0895 7.7499 0.1290
India rupee 68.3030 0.0146 47.3800 0.0211

Indonesia rupiah 14272 0.0000701 9900 0.0001010
Japan yen 137.22 0.007288 95.19 0.010506

1-mo. forward 137.18 0.007290 95.16 0.010509
3-mos. forward 137.10 0.007294 95.10 0.010515

6-mos. forward 136.92 0.007304 94.98 0.010529
Malaysia ringgit-c 5.0564 0.1978 3.5075 0.2851

New Zealand dollar 2.1582 0.4633 1.4971 0.6680
Pakistan rupee 120.157 0.0083 83.350 0.0120

Philippines peso 69.175 0.0145 47.985 0.0208
Singapore dollar 2.0653 0.4842 1.4327 0.6980

South Korea won 1750.82 0.0005712 1214.50 0.0008234
Taiwan dollar 47.126 0.02122 32.690 0.03059
Thailand baht 49.029 0.02040 34.010 0.02940

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

Euro zone euro 1 1 0.6937 1.4416

1-mo. forward 0.9999 1.0001 0.6936 1.4417

3-mos. forward 1.0000 1.0000 0.6936 1.4417

6-mos. forward 0.9999 1.0001 0.6936 1.4418

Czech Rep. koruna-b 25.642 0.0390 17.787 0.0562

Denmark krone 7.4444 0.1343 5.1640 0.1937

Hungary forint 264.71 0.003778 183.63 0.005446

Norway krone 8.6835 0.1152 6.0235 0.1660

Poland zloty 4.0887 0.2446 2.8362 0.3526

Russia ruble-d 44.642 0.02240 30.967 0.03229

Sweden krona 10.2235 0.0978 7.0918 0.1410

Switzerland franc 1.5246 0.6559 1.0576 0.9456

1-mo. forward 1.5241 0.6561 1.0572 0.9459

3-mos. forward 1.5231 0.6565 1.0566 0.9465

6-mos. forward 1.5208 0.6575 1.0550 0.9479

Turkey lira 2.1045 0.4752 1.4599 0.6850

U.K. pound 0.8519 1.1739 0.5909 1.6923

1-mo. forward 0.8519 1.1738 0.5910 1.6922

3-mos. forward 0.8520 1.1737 0.5910 1.6920

6-mos. forward 0.8521 1.1736 0.5911 1.6918

MIDDLE EAST/AFRICA
Bahrain dinar 0.5434 1.8401 0.3770 2.6527

Egypt pound-a 7.9865 0.1252 5.5400 0.1805

Israel shekel 5.4709 0.1828 3.7950 0.2635

Jordan dinar 1.0210 0.9794 0.7083 1.4119

Kuwait dinar 0.4128 2.4223 0.2864 3.4920

Lebanon pound 2173.21 0.0004601 1507.50 0.0006634

Saudi Arabia riyal 5.4062 0.1850 3.7502 0.2667

South Africa rand 11.1472 0.0897 7.7325 0.1293

United Arab dirham 5.2949 0.1889 3.6730 0.2723

SDR -f 0.9218 1.0848 0.6394 1.5639

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 Thomson 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.

 31 EUROPE DJ Stoxx 600 228.46 3.55 1.58% 16.0% –17.7%

 15 DJ Stoxx 50 2328.09 36.70 1.60 12.7% –17.6%

 22 Euro Zone DJ Euro Stoxx 247.33 3.41 1.40 11.0% –19.9%

 18 DJ Euro Stoxx 50 2674.07 35.94 1.36 9.1% –18.7%

 9 Austria ATX 2308.10 57.91 2.57 31.8% –35.5%

 13 Belgium Bel-20 2177.77 8.63 0.40 14.1% –26.1%

 11 Czech Republic PX 1093.3 27.5 2.58 27.4% –24.1%

 16 Denmark OMX Copenhagen 299.36 6.10 2.08 32.3% –20.9%

 13 Finland OMX Helsinki 5873.71 122.24 2.13 8.7% –29.3%

 14 France CAC-40 3477.80 51.53 1.50 8.1% –18.8%

 23 Germany DAX 5426.85 94.71 1.78 12.8% –14.5%

 … Hungary BUX 17880.62 600.57 3.48 46.1% –16.4%

 10 Ireland ISEQ 2865.73 74.63 2.67 22.3% –29.9%

 9 Italy FTSE MIB 20914.44 338.92 1.65 7.5% –24.8%

 9 Netherlands AEX 287.49 4.32 1.53 16.9% –26.8%

 10 Norway All-Shares 356.06 8.45 2.43 31.8% –25.1%

 17 Poland WIG 35685.61 423.71 1.20 31.1% –14.3%

 13 Portugal PSI 20 7426.43 133.44 1.83 17.1% –10.4%

 … Russia RTSI 1067.98 50.51 4.96% 69.0% –43.7%

 10 Spain IBEX 35 10901.0 45.9 0.42 18.5% –4.8%

 15 Sweden OMX Stockholm 273.74 4.18 1.55 34.0% 0.9%

 12 Switzerland SMI 5967.43 16.74 0.28 7.8% –15.7%

 … Turkey ISE National 100 44613.74 1972.48 4.63 66.1% 3.1%

 12 U.K. FTSE 100 4682.46 74.10 1.61 5.6% –12.0%

 34 ASIA-PACIFIC DJ Asia-Pacific 115.37 1.13 0.99 23.3% –12.4%

 … Australia SPX/ASX 200 4263.4 19.4 0.46 14.5% –12.8%

 … China CBN 600 29860.13 450.64 1.53 102.2% 33.6%

 17 Hong Kong Hang Seng 20807.26 233.93 1.14 44.6% –7.6%

 19 India Sensex 15924.23 253.92 1.62 65.1% 9.2%

 … Japan Nikkei Stock Average 10352.47 –4.36 –0.04% 16.9% –20.0%

 … Singapore Straits Times 2681.64 22.44 0.84 52.2% –6.8%

 11 South Korea Kospi 1564.98 7.69 0.49 39.2% 1.4%

 17 AMERICAS DJ Americas 264.01 4.43 1.71 16.8% –19.7%

 … Brazil Bovespa 56036.60 1270.88 2.32 49.2% …%

 18 Mexico IPC 27740.58 697.08 2.58 24.0% 4.6%

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

GLOBAL MARKETS LINEUP

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of Aug. 3, 2009

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

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

...% ... ALL COUNTRY (AC) WORLD* 266.14 0.66% 16.9% –23.0%

...% ... World (Developed Markets) 1,044.75 0.57% 13.5% –23.6%

...% ... World ex-EMU 122.56 0.58% 13.9% –22.2%

...% ... World ex-UK 1,042.56 0.63% 12.9% –23.0%

...% ... EAFE 1,425.40 1.03% 15.2% –25.1%

...% ... Emerging Markets (EM) 844.02 1.26% 48.8% –19.0%

...% ... EUROPE 78.38 –0.24% 12.9% –21.0%

...% ... EMU 158.59 0.52% 11.6% –30.1%

...% ... Europe ex-UK 85.93 0.01% 10.8% –20.8%

...% ... Europe Value 88.01 –0.33% 13.5% –21.4%

...% ... Europe Growth 67.84 –0.15% 12.2% –20.6%

...% ... Europe Small Cap 135.25 0.86% 34.0% –19.4%

...% ... EM Europe 226.33 0.29% 42.5% –40.8%

...% ... UK 1,369.70 –0.49% 4.2% –14.5%

...% ... Nordic Countries 123.09 0.69% 25.5% –24.1%

...% ... Russia 593.45 0.77% 44.0% –51.1%

...% ... South Africa 639.48 0.90% 10.5% –7.0%

...% ... AC ASIA PACIFIC EX-JAPAN 362.70 1.70% 46.6% –13.0%

...% ... Japan 589.36 1.55% 11.2% –28.3%

...% ... China 61.07 1.44% 49.7% –3.8%

...% ... India 618.62 1.57% 67.5% 7.9%

...% ... Korea 437.10 1.54% 42.4% 0.3%

...% ... Taiwan 258.42 0.97% 49.1% –4.0%

...% ... US BROAD MARKET 1,091.00 0.08% 11.1% –21.8%

...% ... US Small Cap 1,453.61 0.03% 16.6% –20.9%

...% ... EM LATIN AMERICA 3,232.31 0.67% 55.6% –25.5%

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

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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High-end homes in U.S. mired in the lows
They are frozen out
of budding recovery;
a tale of two markets

By Nick Timiraos

And James R. Hagerty

KENILWORTH, Ill.—Housing in
the U.S. is fast dividing into two mar-
kets: Sales of low- and moderately
priced homes are picking up and val-
ues have stopped falling in some
parts of the nation. But on the upper
end, sales remain mired in a deep
slump and price declines are ex-
pected to accelerate.

Signs of the divide are visible
across the country, including in sub-
urban Chicago. In middle-class
Schaumburg, Ill., which had a me-
dian income of $65,000 in 2007,
sales rose 41% in June from the de-
pressed level of a year earlier and
bidding wars have broken out on
some properties. “I can’t even tell
you how many I’ve been in over the
last two months,” says Joe Stacy, a
local real-estate agent.

But 40 kilometers away in the af-
fluent town of Kenilworth, with a
median income of $230,000, home
sales have stalled. While there are
65 homes on the market, just 13 have
sold this year. “We’re extremely
oversupplied,” says Sherry Molitor,
a local real-estate agent. “Sellers
are struggling to realize that we’re
back to 2001-02 prices.”

The divide between the mass
market and the high-end—generally
defined as homes that cost above
$750,000—partly reflects the ef-
fects of Washington’s housing-res-
cue plan, which is producing win-
ners and losers.

Policy makers have helped spur
sales of lower-priced homes by offer-
ing first-time buyers a federal tax
credit of as much as $8,000, by driv-
ing mortgage rates to near 50-year
lows and by expanding the mission
of the Federal Housing Administra-
tion, which will guarantee mort-
gages for consumers buying homes
with down payments as low as 3.5%.

Sales at the lower end are also
helped by the large number of fore-
closed homes that banks have
dumped at fire-sale prices, which
has pulled down values of neighbor-
ing houses and sparked bargain
hunting. Prices in both Las Vegas
and Phoenix are down more than
50% from their peaks of several
years ago, according to the
S&P/Case-Shiller index.

Home prices tracked by that in-

dex rose 0.5% for the three-month
period ending in May versus the
three-month period ending in April,
the first monthly gain in nearly
three years. Prices have shown signs
of stabilizing in recent months as
the share of distressed homes, in-
cluding those that sell out of foreclo-
sure, falls from highs reached ear-
lier this year.

Low prices have ignited a home-
buying boom in some markets. In
June, sales of single-family homes
in the Las Vegas area were up about
70% from a year earlier.

For affluent buyers, it’s a differ-
ent story.

The $8,000 tax credit for first-
time homeowners phases out for sin-
gle buyers whose incomes exceed
$75,000, or married couples earning
more than $150,000. Low-interest-
rate mortgages backed by the FHA
and government-controlled mort-
gage companies Fannie Mae and
Freddie Mac are only available on
loans below limits set by Congress.
Last year, Congress increased those
limits to $417,000 in most markets,
and to as high as $729,750 in certain
high-cost markets, including parts
of Hawaii, California, New York and
Washington, D.C.

Mortgages for amounts that ex-
ceed those limits are called “jumbo”
mortgages, and face higher interest
rates. Last week, the average rate on
a 30-year mortgage below the limits
was 5.42% compared with 6.33% for
jumbos, according to HSH Associ-
ates, a financial publisher.

Extremely wealthy people may
not need a mortgage. But buyers
who take mortgages for expensive
homes generally face higher rates
and tighter lending standards. Most
banks that offer jumbo mortgages
are generally requiring down pay-
ments of 20% to 30% or more, knock-
ing out potential buyers who don’t
have much equity in their homes and
have seen retirement savings fall.

While subprime mortgages
sparked the first round of housing
problems two years ago, now “trou-
bles are lurking further up the food
chain,” says Joshua Shapiro, chief
U.S. economist at MFR Inc. White-
collar job losses have accelerated
while more adjustable-rate loans to
prime borrowers are resetting to
higherpayments.“Youput allthatto-
gether, it leads me to believe that the
next leg down on home prices is go-
ing to come from the top,” he says.

To be sure, the affluent housing
market is substantially smaller than
the mass market. Sales of existing
homes priced over $750,000 ac-
counted for 2.3% of all sales in the

first quarter of this year, compared
to 4.4% of the housing market in
2007, according to the National As-
sociation of Realtors.

Still, the distressin high-end mar-
ket has implications for consumer
spending: the top 10% of U.S. house-
holds in terms of income accounted
for 23% of consumer spending in
2007, according to government sta-
tistics. As those households watch
their home equity evaporate, they
are more reluctant to spend on hous-
ing upgrades or other items.

Inventory of expensive homes is
rising. Overall, the inventory of un-
sold homes in June was enough to
last 9.4 months at the current sell-
ing pace, down from 11 months a
year ago, according to the NAR. But
the supply of unsold homes priced
above $750,000 swelled to around
17 months in June, up from a
14.5-month backlog one year ago. A
recent forecast by analysts at J.P.
Morgan Chase & Co. said it would
take until at least 2012 for the expen-
sive-home market to recover and
that peak-to-trough declines could
surpass 60%, compared to 40% for
the rest of the market.

Defaults are rising, too. Among
prime mortgages, jumbo mortgages
are now leading delinquencies and
defaults and are the fastest-rising
category for defaults of all types of
mortgages. The rate of 60-day delin-
quencies on prime-jumbo mort-
gages jumped to 7.4% in May, from
4.5% in November, according to
First American CoreLogic. By com-
parison, 60-day delinquencies on
prime-conforming loans reached
4.9% in May, from 3.6% in November.

A recent survey by the NAR
found nearly three-quarters of real-
estate agents said buyers were pur-
chasing smaller houses due to

tighter credit requirements. “We’re
in a ‘trade-down’ environment for
the first time since the 1930s,” says
Kenneth Rosen, chairman of the
Fisher Center for Real Estate and Ur-
ban Economics at the University of
California, Berkeley.

High-end homes are also being
hurt by changing perceptions about
how much home one should own.
For years, people were encouraged
to buy the most expensive home
they could afford because there
would be a payoff when it was time
to sell. But buyers can’t count on
that any longer.

Having lost large amounts in the
stock market and on real estate, “a
lot of people are licking their
wounds and hoarding their cash,”
says Sally Daley, a real-estate broker
who sells luxury homes in Vero
Beach, Fla. She says many custom-
ers are asking, “Do I really need this
big a house?”

Even families who can come up
with the hefty down payments are
buying more conservatively. Gabi
Marks, an attorney, and her husband
Don, an engineer, recently sold their
condo and bought a five-bedroom
Victorian house in San Francisco to
accommodate their growing family.

They paid about $1.58 million,
staying below their self-imposed
ceiling of $1.8 million. “We made
sure we had a sufficient [financial]
cushion,” Ms. Marks says. They
made a down payment of about 30%,
partly to qualify for a lower-cost
loan, and plan to pay down a big
chunk of debt as soon as the sale of
their condo is completed.

When the foreclosure crisis be-
gan two years ago, there were few
signs the high-end market would suf-
fer. “It’s God’s country,” Leslie Apple-
ton-Young, chief economist for the
California Association of Realtors,
told an audience of real-estate
agents in 2007. “When is the 30% de-
cline in Marin County’s market go-
ing to happen? Not in my lifetime.”

Home prices there have fallen by
21% from their 2006 peak, accord-
ing to Zillow.com, a real-estate Web
site. Ms. Appleton-Young now says
there’s “no doubt that the high-end
housing prices have adjusted and
will continue to adjust.”

Few in Kenilworth ever expected
the price declines that began in mar-
kets decimated by subprime loans
and house-flippers would ever
reach their streets, which are lined
with Tudor mansions, manicured
lawns and for-sale signs.

The community,whichhasabowl-
ing league and a sailing club and is
consistently named as one of Ameri-
ca’s wealthiest towns, was devel-
oped as a planned community 100
years ago on land purchased by Chi-
cago retailer Joseph Sears, son of
the founder of Sears, Roebuck & Co.

Today, the neighborhood is a mi-
crocosm of other high-end housing
markets across the U.S., where
homeowners are frozen in their
homes, postponing relocations or a
planned downsizing because they
aren’t willing to cut prices.

Those who do drop their prices
risk raising the ire of the neighbors.
Peter Cummins, a local real-estate
agentwholivesinKenilworth,caught
someflakfromresidentsinJuneafter
choppingtheaskingpriceofasix-bed-
room home to about $1.6 million from
nearly $2 million. To draw attention
tothecut,heproducedaflierreading:
“HeyChickenLittle,isthattheskyfall-
ing in Kenilworth?”

Some residents are angry because
policy makers in Washington specifi-
cally excluded jumbo mortgages in

housing-rescue plans. “We’re consid-
ered either rich people who don’t de-
serve help or deadbeats who bought
too much house,” says Kelli Kobor, a
42-year-old substitute high-school
teacher. “I don’t see Washington pre-
pared to deal with us.”

Five years ago, she and her hus-
band bought their five-bedroom
Dutch colonial in Kenilworth for
$1.3 million with a 25% down pay-
ment using equity they had built up
from two previous homes. Her hus-
band lost his job in December and
took a new one that pays much less,
making it harder to make mortgage
payments. Ms. Kobor says she
missed her first mortgage payment
in the spring but is now current.

In July, her mortgage servicer
agreedtotemporarilylowerherinter-
est rate for six months, and the un-
paidbalancewillgointoaballoonpay-
ment due when the loan is paid off.

Like many young families that
move to Kenilworth, Ms. Kobor and
her husband were drawn by the

town’s top-rated public elementary
school, which is just a few steps
from their home, and the tight-knit
community of 800 households.

Local real-estate agents have told
her she would be lucky to sell the
houseforthe$960,000thatisowedon
their jumbo adjustable-rate mort-
gage. Her lender, Thornburg Mort-
gage,specializedinprimejumboloans
andfiled for protection from creditors
under bankruptcy law in March.

Unable to sell his home in nearby
Winnetka, Ill., Brad Davis, a 43-year-
old attorney, has commuted to Wash-
ington, D.C., for the past year after
taking a new job there.

He recently cut the asking price
on his four-bedroom brick Tudor by
$100,000 to around $1.4 million af-
ter it didn’t draw any offers in eight
months on the market. Most poten-
tial buyers have a big obstacle: They
would first have to find buyers for
their own homes.

“You’re not sure if it’s a price is-
sue or if there just aren’t any buy-
ers,” says Mr. Davis, a father of two
young children. While he says he
doesn’t mind the long commute,
“not being able to come home every
night is the hard part.”

Others have pulled their million-
dollar homes off the market and are
offering them as rentals. Susan For-
ney rented her six-bedroom Geor-
gian colonial in Northfield, Ill., for
$7,500 a month after it didn’t sell.

Over the past two years, she re-
duced the price by $1 million to
$2.25 million, but her only offer
came in at $1.6 million, about
$100,000 less than she paid for the
house in 1999.

0 
2007 ’08 ’09

1 
2 
3 
4 
5 
6 
7 
8% Jumbo prime

Conforming 
prime

Hefty problem
Borrowers with bigger prime 
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Source: First American CoreLogic

Brad Davis dropped the price of his home
by $100,000 to around $1.4 million.

ECONOMY & POLITICS

Note: Supply data don’t include all properties in foreclosure Source: National Association of Realtors
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EFG-Hermes Saudi Arabia Equity EA EQ SAU 07/28 SAR 5.60 18.1 –41.6 NS
EFG-Hermes Telecom OT EQ BMU 05/29 USD 28.96 12.9 –18.6 –8.2

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com

n HSBC Portfolio Selection Fund
Sel Emerg Mkt Debt GL BD GGY 07/31 USD 312.01 27.1 1.3 2.8
Sel Emerg Mkt Equity GL EQ GGY 07/31 USD 185.42 41.6 –20.2 –13.5
Sel Euro Equity EUR US EQ GGY 07/30 EUR 86.35 15.9 –24.1 –24.9
Sel European Equity EU EQ GGY 07/31 USD 162.12 17.9 –31.2 –24.5
Sel Glob Equity GL EQ GGY 07/31 USD 170.51 18.7 –25.4 –21.9
Sel Glob Fxd Inc GL BD GGY 07/31 USD 135.38 5.0 –7.6 –2.0
Sel Pacific Equity AS EQ GGY 07/31 USD 127.69 41.2 –15.5 –11.2
Sel US Equity US EQ GGY 07/31 USD 111.98 11.1 –23.7 –18.4
Sel US Sm Cap Eq US EQ GGY 07/31 USD 153.79 17.6 –25.0 –21.1

n SEB Sicav 2
Nordic Small Cap -C- OT OT LUX 08/03 EUR 108.60 NS NS NS

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 07/31 EUR 23.56 –10.2 –52.8 –48.5
MP-TURKEY.SI OT OT SVN 07/31 EUR 29.82 52.7 –23.7 –24.9

n PAREX ASSET MANAGEMENT IPAS
Basteja Blvd. 14, Riga, LV-1050, Latvia
www.parexgroup.com Tel: +371 67010810
Parex Caspian Sea Eq EU EQ LVA 07/31 EUR 3.06 45.7 –60.6 –44.8
Parex Eastern Europ Bal OT OT LVA 07/31 EUR 12.05 40.4 –12.9 –7.4
Parex Eastern Europ Bd EU BD LVA 07/31 USD 12.84 47.2 –9.6 –2.4
Parex Russian Eq EE EQ LVA 07/31 USD 15.47 78.6 –42.2 –22.7

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 08/03 USD 157.34 41.9 –13.9 –13.9
PF (LUX)-Asian Eq-Pca AS EQ LUX 08/03 USD 150.26 41.2 –14.7 –14.7
PF (LUX)-Biotech-Pca OT EQ LUX 07/31 USD 290.82 2.0 –23.7 –1.8
PF (LUX)-CHF Liq-Pca CH MM LUX 07/31 CHF 124.18 0.2 0.5 1.3
PF (LUX)-CHF Liq-Pdi CH MM LUX 07/31 CHF 93.73 0.2 0.5 1.3
PF (LUX)-Digital Comm-Pca OT EQ LUX 07/31 USD 102.11 25.6 –5.4 –8.2
PF (LUX)-East Eu-Pca EU EQ LUX 07/31 EUR 243.72 82.5 –36.2 –28.7
PF (LUX)-Emg Mkts-Pca GL EQ LUX 08/03 USD 453.43 49.0 –24.1 –16.0
PF (LUX)-Eu Indx-Pca EU EQ LUX 07/31 EUR 89.36 16.9 –17.9 –20.4
PF (LUX)-EUR Bds-Pca EU BD LUX 07/31 EUR 379.62 1.7 5.7 2.4
PF (LUX)-EUR Bds-Pdi EU BD LUX 07/31 EUR 288.89 1.7 5.7 2.4
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 07/31 EUR 141.55 13.3 8.9 3.8
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 07/31 EUR 99.51 13.3 8.9 3.8
PF (LUX)-EUR HiYld-Pca EU BD LUX 07/31 EUR 126.50 40.3 –3.6 –6.3
PF (LUX)-EUR HiYld-Pdi EU BD LUX 07/31 EUR 73.34 40.3 –3.6 –6.3
PF (LUX)-EUR Liq-Pca EU MM LUX 07/31 EUR 135.76 0.8 2.1 2.9
PF (LUX)-EUR Liq-Pdi EU MM LUX 07/31 EUR 97.84 0.8 2.1 2.9
PF (LUX)-EUR Sov Liq-Pca OT OT LUX 07/31 EUR 102.37 0.5 1.9 NS
PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 07/31 EUR 101.00 0.5 1.8 NS
PF (LUX)-Europ Eq-Pca EU EQ LUX 07/31 EUR 358.15 17.1 –21.7 –25.9
PF (LUX)-EuSust Eq-Pca EU EQ LUX 07/31 EUR 117.34 16.0 –17.9 –23.3
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 07/31 USD 224.58 18.6 11.8 8.9
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 07/31 USD 152.78 18.6 11.8 8.9
PF (LUX)-Gr China-Pca AS EQ LUX 08/03 USD 324.46 52.5 –2.1 –5.9
PF (LUX)-Indian Eq-Pca EA EQ LUX 08/03 USD 314.88 64.3 –5.4 –8.8
PF (LUX)-Jap Index-Pca JP EQ LUX 08/03 JPY 9218.57 13.2 –24.6 –24.0
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 08/03 JPY 8064.38 10.5 –29.5 –29.0
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 08/03 JPY 7842.31 10.0 –29.9 –29.5
PF (LUX)-JpEq130/30-Pca JP EQ LUX 08/03 JPY 4525.71 15.3 –23.9 –24.3
PF (LUX)-MidEast&NorAfr-Pca OT OT LUX 07/23 USD 45.27 9.1 –53.3 NS
PF (LUX)-Pacif Idx-Pca AS EQ LUX 08/03 USD 230.99 45.9 –12.5 –9.2
PF (LUX)-Piclife-Pca CH BA LUX 07/31 CHF 753.31 9.3 –4.0 –6.7
PF (LUX)-PremBrnds-Pca OT EQ LUX 07/31 EUR 54.92 24.4 –6.9 –18.8
PF (LUX)-Rus Eq-Pca OT OT LUX 07/31 USD 46.03 101.5 –44.3 NS
PF (LUX)-Security-Pca GL EQ LUX 07/31 USD 87.53 22.5 –8.1 –12.1
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 07/31 EUR 393.50 20.6 –22.9 –25.4
PF (LUX)-US Eq-Ica US EQ LUX 07/31 USD 90.53 10.9 –22.8 –14.3
PF (LUX)-USA Index-Pca US EQ LUX 07/31 USD 79.89 10.2 –20.8 –16.4
PF (LUX)-USD Gov Bds-Pca US BD LUX 07/31 USD 506.57 –4.5 5.5 6.1
PF (LUX)-USD Gov Bds-Pdi US BD LUX 07/31 USD 371.71 –4.5 5.5 6.1

PF (LUX)-USD Liq-Pca US MM LUX 07/31 USD 130.91 0.6 1.3 2.3
PF (LUX)-USD Liq-Pdi US MM LUX 07/31 USD 85.48 0.6 1.3 2.3
PF (LUX)-USD Sov Liq-Pca OT OT LUX 07/31 USD 101.56 0.3 1.4 NS
PF (LUX)-USD Sov Liq-Pdi OT OT LUX 07/31 USD 100.85 0.3 1.4 NS
PF (LUX)-Water-Pca GL EQ LUX 07/31 EUR 112.42 9.1 –14.9 –15.0
PF (LUX)-WldGovBds-Pca GL BD LUX 07/31 USD 161.84 –1.8 5.2 8.6
PF (LUX)-WldGovBds-Pdi GL BD LUX 07/31 USD 133.96 –1.8 5.3 8.6

n POLAR CAPITAL PARTNERS LIMITED
International Fund Managers (Ireland) Limited PH - 353 1 670 660 Fax - 353 1 670 1185
Global Technology OT EQ IRL 07/30 USD 11.31 44.3 –7.4 –12.7
Japan Fund USD JP EQ IRL 07/31 USD 16.06 9.3 3.7 –7.3
Polar Healthcare Class I USD OT OT IRL 07/30 USD 11.56 NS NS NS
Polar Healthcare Class R USD OT OT IRL 07/30 USD 11.57 NS NS NS

n Hemisphere Management (Ireland) Limited
Discovery USD A OT OT CYM 06/30 USD 123.19 10.8 12.5 12.2
Elbrus USD A GL EQ CYM 05/29 USD 8.36 23.9 –48.7 –17.6
Europn Conviction USD B EU EQ CYM 06/30 USD 132.65 5.0 17.6 11.1
Europn Forager USD B OT OT CYM 06/30 USD 199.88 11.7 0.4 –2.7
Latin America USD A GL EQ CYM 06/30 USD 14.25 2.2 –4.7 14.7
Paragon Limited USD A OT OT CYM 12/31 USD 309.60 12.7 12.7 14.2
UK Fund USD A OT OT CYM 06/30 USD 171.84 3.6 5.7 1.6

n PT CIPTADANA ASSET MANAGEMENT
Tel: 521-3479 Fax: 521-3478 Website: www.ciptadana-asset.com
Indonesian Grth Fund EA EQ CYM 07/29 USD 102.61 77.9 –8.5 NS

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 07/30 EUR 618.00 9.7 –22.1 NS
Core Eurozone Eq B EU EQ IRL 07/30 EUR 739.80 12.5 –18.3 NS
Euro Fixed Income A EU BD IRL 07/30 EUR 1180.51 4.3 –1.8 –3.4
Euro Fixed Income B EU BD IRL 07/30 EUR 1257.11 4.6 –1.2 –2.8
Euro Small Cap A EU EQ IRL 07/30 EUR 1034.24 22.0 –23.8 –29.5
Euro Small Cap B EU EQ IRL 07/30 EUR 1105.06 22.4 –23.4 –29.0
Eurozone Agg Eq A EU EQ IRL 07/30 EUR 570.54 14.8 –21.9 –24.1
Eurozone Agg Eq B EU EQ IRL 07/30 EUR 817.87 15.2 –21.5 –23.6
Glbl Bd (EuroHdg) A GL BD IRL 07/30 EUR 1304.95 9.0 3.5 1.0
Glbl Bd (EuroHdg) B GL BD IRL 07/30 EUR 1381.64 9.4 4.2 1.6
Glbl Bd A EU BD IRL 07/30 EUR 1053.49 7.4 10.8 0.9
Glbl Bd B EU BD IRL 07/30 EUR 1119.14 7.9 11.5 1.5
Glbl Real Estate A OT EQ IRL 07/30 USD 744.83 11.7 –34.2 –24.1
Glbl Real Estate B OT EQ IRL 07/30 USD 765.94 12.1 –33.8 –23.6
Glbl Real Estate EH-A OT EQ IRL 07/30 EUR 681.45 8.6 –33.7 –25.3
Glbl Real Estate SH-B OT EQ IRL 07/30 GBP 63.75 7.5 –34.5 –25.0
Glbl Strategic Yield A EU BD IRL 07/30 EUR 1402.61 24.1 –3.3 –1.9
Glbl Strategic Yield B EU BD IRL 07/30 EUR 1497.26 24.5 –2.8 –1.3
Japan Equity A JP EQ IRL 07/30 JPY 12042.00 16.5 –25.5 –25.8
Japan Equity B JP EQ IRL 07/30 JPY 12802.00 16.9 –25.1 –25.3
PacBasn (Ex-Jap) Eq A AS EQ IRL 07/30 USD 1938.27 50.7 –8.5 –10.8
PacBasn (Ex-Jap) Eq B AS EQ IRL 07/30 USD 2063.32 51.2 –7.9 –10.2
Pan European Eq A EU EQ IRL 07/30 EUR 841.81 17.1 –21.0 –22.7
Pan European Eq B EU EQ IRL 07/30 EUR 895.12 17.5 –20.6 –22.3
US Equity A US EQ IRL 07/30 USD 767.48 14.7 –23.9 –17.3
US Equity B US EQ IRL 07/30 USD 819.65 15.1 –23.4 –16.8
US Small Cap A US EQ IRL 07/30 USD 1138.68 13.2 –25.0 –18.9
US Small Cap B US EQ IRL 07/30 USD 1216.82 13.6 –24.6 –18.4

n SEB ASSET MANAGEMENT S.A.
www.seb.se

n SEB Fund 1
Asset Sele C EUR OT OT LUX 08/03 EUR 13.60 –3.8 16.7 11.6
Asset Sele C H-CHF OT OT LUX 08/03 CHF 94.51 NS NS NS
Asset Sele C H-GBP OT OT LUX 08/03 GBP 95.16 NS NS NS
Asset Sele C H-JPY OT OT LUX 08/03 JPY 9486.99 NS NS NS
Asset Sele C H-NOK OT OT LUX 08/03 NOK 108.98 –3.2 NS NS
Asset Sele C H-SEK OT OT LUX 08/03 SEK 136.44 –4.3 17.5 12.0
Asset Sele C H-USD OT OT LUX 08/03 USD 95.28 NS NS NS
Asset Sele D H-SEK OT OT LUX 08/03 SEK 128.05 –4.3 NS NS
Choice Global Value -C- GL EQ LUX 08/03 SEK 67.65 12.4 –24.4 –26.7
Choice Global Value -D- OT OT LUX 08/03 SEK 64.82 12.4 –24.4 NS
Choice Global Value -I- OT OT LUX 08/03 EUR 5.88 20.8 –29.6 –29.8
Choice Japan Fd -C- OT OT LUX 08/03 JPY 50.17 11.6 –25.2 –26.0
Choice Japan Fd -D- OT OT LUX 08/03 JPY 45.11 11.6 –25.2 –26.0
Choice Jpn Chance/Risk JP EQ LUX 08/03 JPY 52.78 17.8 –28.0 –28.0
Choice NthAmChance/Risk US EQ LUX 08/03 USD 3.52 25.7 –26.4 –15.6
Ethical Europe Fd OT OT LUX 08/03 EUR 1.76 17.6 –24.0 –26.2
Europe 1 Fd OT OT LUX 08/03 EUR 2.53 21.2 –22.8 –26.0
Europe 3 Fd EU EQ LUX 08/03 EUR 3.58 17.4 –25.0 –27.0
Global Chance/Risk Fd GL EQ LUX 08/03 EUR 0.54 14.4 –17.7 –20.5
Global Fd -C- OT OT LUX 08/03 USD 1.92 15.3 –25.3 –19.1
Global Fd -D- OT OT LUX 08/03 USD 1.20 15.2 NS NS
Nordic Fd OT OT LUX 08/03 EUR 5.09 26.0 –9.7 –15.1

n SEB Fund 2
Choice Asia ex. Japan -C- OT OT LUX 08/03 USD 6.70 47.8 –7.0 –10.0
Choice Asia ex. Japan -D- OT OT LUX 08/03 USD 1.18 47.8 NS NS

Currency Alpha EUR -IC- OT OT LUX 08/03 EUR 10.54 –3.4 –1.7 1.5
Currency Alpha EUR -RC- OT OT LUX 08/03 EUR 10.46 –3.7 –2.1 1.1
Currency Alpha SEK -ID- OT OT LUX 08/03 SEK 98.05 –7.2 –5.7 NS
Currency Alpha SEK -RC- OT OT LUX 08/03 SEK 107.04 –3.7 –2.1 1.1
Generation Fd 80 OT OT LUX 08/03 SEK 7.19 12.6 –9.7 NS
Nordic Focus EUR NO EQ LUX 08/03 EUR 69.17 38.6 –14.0 NS
Nordic Focus NOK NO EQ LUX 08/03 NOK 74.71 38.6 –14.0 NS
Nordic Focus SEK NO EQ LUX 08/03 SEK 75.37 38.6 –14.0 NS
Russia Fd OT OT LUX 08/03 EUR 6.63 98.8 –32.9 –21.9

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 08/03 USD 1.60 15.1 –21.5 –17.8
Ethical Glbl Fd -C- OT OT LUX 08/03 USD 0.74 13.2 NS NS
Ethical Glbl Fd -D- OT OT LUX 08/03 USD 0.72 19.9 –21.8 –18.7
Ethical Sweden Fd NO EQ LUX 08/03 SEK 37.97 37.7 6.8 –10.3
Index Linked Bd Fd SEK OT BD LUX 08/03 SEK 12.83 0.8 1.9 4.5
Medical Fd OT EQ LUX 08/03 USD 2.96 3.1 –16.5 –9.7
Short Medium Bd Fd SEK NO MM LUX 08/03 SEK 8.80 1.1 1.9 2.7
Technology Fd -C- OT OT LUX 08/03 USD 0.18 NS NS NS
Technology Fd -D- OT OT LUX 08/03 USD 2.18 40.0 –8.5 –9.7
World Fd -C- OT OT LUX 08/03 USD 26.47 NS NS NS
World Fd -D- OT OT LUX 08/03 USD 2.01 25.3 –15.0 –12.0

n SEB Fund 4
Short Bond Fd EUR -C- OT OT LUX 08/03 EUR 1.27 0.1 0.4 1.4
Short Bond Fd EUR -D- OT OT LUX 08/03 NA 0.50 NS NS NS
Short Bond Fd SEK NO MM LUX 08/03 SEK 21.92 1.7 2.1 2.9
Short Bond Fd USD US MM LUX 08/03 USD 2.49 –0.2 0.4 1.7

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 08/03 SEK 10.17 1.1 –1.2 0.4
Alpha Bond Fd SEK -B- NO BD LUX 08/03 SEK 8.81 1.1 –1.2 0.4
Alpha Bond Fd SEK -C- NO BD LUX 08/03 SEK 25.47 1.0 –1.3 0.2
Alpha Bond Fd SEK -D- NO BD LUX 08/03 SEK 7.93 1.0 –1.3 0.2
Alpha Short Bd SEK -A- NO MM LUX 08/03 SEK 11.07 2.4 2.9 3.3
Alpha Short Bd SEK -B- NO MM LUX 08/03 SEK 10.12 2.4 2.9 3.3
Alpha Short Bd SEK -C- NO MM LUX 08/03 SEK 21.65 2.3 2.8 3.2
Alpha Short Bd SEK -D- NO MM LUX 08/03 SEK 8.19 2.3 2.8 3.2
Bond Fd SEK -C- NO BD LUX 08/03 SEK 42.19 1.5 10.2 6.3
Bond Fd SEK -D- NO BD LUX 08/03 SEK 12.25 1.6 10.3 5.7
Corp. Bond Fd EUR -C- EU BD LUX 08/03 EUR 1.21 10.9 3.5 1.4
Corp. Bond Fd EUR -D- EU BD LUX 08/03 EUR 0.93 11.0 3.6 1.2
Corp. Bond Fd SEK -C- NO BD LUX 08/03 SEK 11.94 11.1 –0.4 –0.2
Corp. Bond Fd SEK -D- NO BD LUX 08/03 SEK 9.03 11.1 –0.4 –0.1
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 08/03 EUR 102.76 –1.1 5.2 NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 08/03 EUR 107.19 3.5 9.8 NS
Danish Mortgage Bond Fd SEK -ID- OT OT LUX 12/17 SEK 121.91 NS NS NS
Danish Mortgage Bond Fd SEK -RC- NO BD LUX 08/03 SEK 1096.73 3.5 9.8 NS
Flexible Bond Fd -C- NO BD LUX 08/03 SEK 21.33 2.2 6.0 4.6
Flexible Bond Fd -D- NO BD LUX 08/03 SEK 11.67 2.2 6.0 4.5

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 08/03 USD 2.32 50.9 –15.1 –8.8
Eastern Europe Fd OT OT LUX 08/03 EUR 2.18 27.0 –30.8 –24.0

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 08/03 SEK 27.46 63.6 10.6 –13.9
Eastern Europe SmCap Fd OT OT LUX 08/03 EUR 1.98 50.8 –32.7 –30.6
Europe Chance/Risk Fd EU EQ LUX 08/03 EUR 930.11 22.0 –26.0 –28.4
Listed Private Equity -C- OT OT LUX 08/03 EUR 107.92 31.0 NS NS
Listed Private Equity -IC- OT OT LUX 08/03 EUR 61.50 48.9 NS NS
Listed Private Equity -ID- OT OT LUX 08/03 EUR 59.72 44.8 NS NS
Nordic Small Cap -IC- OT OT LUX 08/03 EUR 108.76 NS NS NS

n SEB Sicav 3
Asset Sele Defensive Acc -A- OT OT LUX 08/03 SEK 77.65 –3.0 –22.9 –14.8
Asset Sele Defensive Acc EUR -C- OT OT LUX 08/03 EUR 99.22 NS NS NS
Asset Sele Defensive Acc SEK -C- OT OT LUX 08/03 SEK 99.29 NS NS NS
Asset Sele Defensive Acc USD -C- OT OT LUX 08/03 USD 100.49 NS NS NS
Asset Sele Defensive Inc -D- OT OT LUX 08/03 SEK 70.94 –3.1 –22.9 –16.1
Asset Sele Opp C H NOK OT OT LUX 08/03 NOK 99.13 NS NS NS
Asset Sele Opp C H SEK OT OT LUX 08/03 SEK 98.16 NS NS NS
Asset Sele Opp IC EUR OT OT LUX 08/03 EUR 98.94 NS NS NS
Asset Sele Opp ID H GBP OT OT LUX 08/03 GBP 98.79 NS NS NS
Asset Sele Opp ID H SEK OT OT LUX 08/03 SEK 98.88 NS NS NS
Asset Sele Original C EUR OT OT LUX 08/03 EUR 100.00 NS NS NS
Asset Sele Original D GBP OT OT LUX 08/03 GBP 100.09 NS NS NS
Asset Sele Original ID GBP OT OT LUX 08/03 GBP 99.97 NS NS NS

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
MENA Real Estate Fund OT OT BMU 07/23 USD 949.80 1.0 NS NS
MENA Special Sits Fund OT OT BMU 06/30 USD 1028.16 5.9 NS NS

UAE Blue Chip Fund OT OT ARE 07/23 AED 5.32 16.0 –55.4 –22.5

n WWW.SGAM.COM
SGAM FUND
Bonds ConvEurope A OT OT LUX 07/30 EUR 28.98 2.2 –6.5 1.7
Bonds Eur Corp A OT OT LUX 07/30 EUR 22.44 8.2 5.1 0.8
Bonds Eur Hi Yld A OT OT LUX 07/30 EUR 18.39 38.3 –3.6 –6.7
Bonds EURO A OT OT LUX 07/31 EUR 40.73 3.1 9.9 5.7
Bonds Europe A OT OT LUX 07/31 EUR 39.04 3.1 9.2 4.8
Bonds US MtgBkSec A OT OT LUX 04/29 USD 24.41 –4.7 11.9 0.0
Bonds US OppsCoreplus A OT OT LUX 07/30 USD 35.08 11.2 12.0 8.1
Bonds World A OT OT LUX 07/30 USD 40.75 2.3 4.8 8.4
Eq. China A OT OT LUX 07/31 USD 22.46 50.3 0.9 –10.9
Eq. ConcentratedEuropeA OT OT LUX 07/31 EUR 23.84 15.7 –23.7 –24.8
Eq. Eastern Europe A OT OT LUX 07/31 EUR 18.78 42.1 –43.9 –33.3
Eq. Equities Global Energy OT OT LUX 07/31 USD 15.84 11.1 –36.0 –15.5
Eq. Euroland A OT OT LUX 07/31 EUR 9.52 3.9 –26.9 –26.8
Eq. Euroland MidCapA OT OT LUX 04/30 EUR 14.61 1.4 –45.7 –33.8
Eq. EurolandCyclclsA OT OT LUX 07/30 EUR 15.96 16.2 –22.1 –19.8
Eq. EurolandFinancialA OT OT LUX 07/30 EUR 10.27 21.9 –25.2 –27.5
Eq. Glbl Emg Cty A OT OT LUX 07/31 USD 8.58 43.5 –22.1 –15.2
Eq. Global A OT OT LUX 07/31 USD 24.38 15.9 –21.6 –20.3
Eq. Global Technol A OT OT LUX 04/24 USD 4.46 22.1 –29.7 –21.6
Eq. Gold Mines A OT OT LUX 07/31 USD 25.61 22.5 –6.7 0.2
Eq. Japan Sm Cap A OT OT LUX 07/31 JPY 1106.98 22.2 –15.0 –27.0
Eq. Japan Target A OT OT LUX 08/03 JPY 1796.99 14.8 –5.3 –12.7
Eq. Pacific A OT OT LUX 07/31 USD 8.99 40.9 –14.6 –14.0
Eq. US ConcenCore A OT OT LUX 07/31 USD 19.66 21.1 –15.0 –12.5
Eq. US Lg Cap Gr A OT OT LUX 07/31 USD 13.56 25.8 –28.1 –15.5
Eq. US Mid Cap A OT OT LUX 07/30 USD 25.32 26.3 –24.9 –14.7
Eq. US Multi Strg A OT OT LUX 07/30 USD 18.94 18.6 –27.9 –19.4
Eq. US Rel Val A OT OT LUX 07/31 USD 18.29 17.7 –25.4 –23.4
Eq. US Sm Cap Val A OT OT LUX 07/31 USD 14.52 12.2 –33.6 –26.8
Eq. US Value Opp A OT OT LUX 07/31 USD 14.50 11.9 –34.9 –27.5
Money Market EURO A OT OT LUX 07/30 EUR 27.35 0.8 2.7 3.4
Money Market USD A OT OT LUX 07/30 USD 15.82 0.5 1.5 2.7

n YUKI INTERNATIONAL LIMITED
Tel +44-207-269-0203 www.yukifunds.com

n YMR-N Series
YMR-N Growth Fund OT OT IRL 07/31 JPY 9316.00 8.3 –28.9 –33.4
YMR-N Japan Fund OT OT IRL 07/31 JPY 10351.00 9.7 –28.2 –30.6
YMR-N Small Cap Fund OT OT IRL 07/31 JPY 7132.00 11.1 –22.0 –33.2

n Yuki 77 Series
Yuki 77 General JP EQ IRL 07/31 JPY 6414.00 8.7 –30.7 –31.9
Yuki 77 Growth JP EQ IRL 07/31 JPY 5981.00 1.1 –35.9 –36.8

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 07/31 JPY 6762.00 8.4 –29.7 –32.8
Yuki Chugoku JpnLowP JP EQ IRL 07/31 JPY 8414.00 2.7 –25.3 –27.7

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 07/31 JPY 7236.00 6.9 –31.4 –33.0

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 07/31 JPY 4774.00 4.9 –35.2 –33.2
Yuki Hokuyo Jpn Inc JP EQ IRL 07/31 JPY 5456.00 3.4 –28.9 –27.9
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 07/31 JPY 5239.00 11.3 –20.9 NS

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 07/31 JPY 4543.00 6.9 –37.4 –36.0
Yuki Mizuho Jpn Dyn Gro OT OT IRL 07/31 JPY 4837.00 7.7 –37.6 –36.7
Yuki Mizuho Jpn Exc 100 OT OT IRL 07/31 JPY 6920.00 13.4 –30.9 –31.9
Yuki Mizuho Jpn Gen OT OT IRL 07/31 JPY 8772.00 9.4 –28.2 –32.5
Yuki Mizuho Jpn Gro OT OT IRL 07/31 JPY 6674.00 6.7 –27.7 –33.7
Yuki Mizuho Jpn Inc OT OT IRL 07/31 JPY 7926.00 –0.3 –32.3 –30.3
Yuki Mizuho Jpn Lg Cap OT OT IRL 07/31 JPY 5311.00 6.6 –30.1 –31.1
Yuki Mizuho Jpn LowP OT OT IRL 07/31 JPY 12241.00 8.0 –20.9 –25.3
Yuki Mizuho Jpn PGth OT OT IRL 07/31 JPY 8344.00 9.2 –32.5 –33.5
Yuki Mizuho Jpn SmCp OT OT IRL 07/31 JPY 7165.00 16.8 –21.0 –32.7
Yuki Mizuho Jpn Val Sel OT OT IRL 07/31 JPY 5948.00 14.5 –25.2 –27.4
Yuki Mizuho Jpn YoungCo OT OT IRL 07/31 JPY 2928.00 22.7 –25.9 –39.2

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 07/31 JPY 5087.00 13.0 –34.4 –34.2

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 07/31 JPY 5533.00 8.5 –30.0 –34.2
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n ALEXANDRA INVESTMENT MANAGEMENT
Alexandra Convertible Bond Fund I, Ltd. (Class A) OT OT VGB 06/30 USD 1300.11 34.2 NS NS

n CAPITAL MANAGEMENT ADVISORS
Phone Number: +1 441 295 59 29
CMA Dynamic OT OT BHS 06/30 USD 1354.00 0.5 4.1 5.9
CMA MultHdge Arbtrge OT OT CYM 05/29 USD 1752.69 0.7 –8.8 –4.4
CMA MultHdge Balncd OT OT CYM 05/29 USD 1246.22 0.4 4.8 5.8
CMA MultHdge Growth OT OT CYM 06/30 USD 1691.59 2.7 7.0 6.4
CMA MultiHdge Lvrgd OT OT CYM 06/30 USD 952.17 –0.3 1.6 6.7

n D'AURIOL FUNDS WWW.DAURIOL.BIZ
2 FUNDS OF FUNDS OF HEDGE FUNDS
D'Auriol Alt Non-Lev A EU OT CYM 06/30 EUR 99.06 0.7 –22.7 –11.5
D'Auriol Opp F3 EUR EU MM CYM 05/29 EUR 989.59 –0.7 –25.0 –15.0

n HERMITAGE CAPITAL MANAGEMENT LTD.
Tel: +7501 258 3160 www.hermitagefund.com
The Hermitage Fund GL EQ JEY 07/17 USD 686.32 52.2 –58.3 –34.8

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 183.32 –14.6 –4.6 11.2
Horseman EmMkt Opp USD GL EQ USA 06/30 USD 184.82 –15.8 –6.8 10.5
Horseman EurSelLtd EUR EU EQ GBR 06/30 EUR 176.67 –15.5 –18.2 2.7
Horseman EurSelLtd USD EU EQ GBR 06/30 USD 183.41 –15.7 –18.7 2.5
Horseman Glbl Ltd EUR GL EQ CYM 06/30 USD 412.16 –16.3 –3.1 8.8
Horseman Glbl Ltd USD GL EQ CYM 06/30 USD 412.16 –16.3 –3.1 8.8

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com
HSBC Absolute Companies
Global Absolute OT OT GGY 07/17 GBP 0.99 5.3 NS NS
Global Absolute EUR OT OT NA 07/10 EUR 1.46 5.5 NS NS
Global Absolute USD OT OT GGY 07/17 USD 1.86 5.6 NS NS

n HSBC ALTERNATIVE STRATEGY FUND
Special Opp EUR OT OT CYM 07/17 EUR 80.18 5.1 NS NS
Special Opp Inst EUR OT OT CYM 07/17 EUR 75.55 5.2 NS NS
Special Opp Inst USD OT OT CYM 07/17 USD 85.56 6.0 NS NS

Special Opp USD OT OT CYM 07/17 USD 84.06 5.6 NS NS

n HSBC Portfolio Selection Fund
GH Fund AP OT OT JEY 05/22 EUR 123.47 3.5 –13.4 –3.8
GH Fund CHF Hdg OT OT JEY 07/17 CHF 104.70 4.9 NS NS
GH Fund EUR Hdg (Non-V) OT OT JEY 05/22 EUR 111.63 2.9 –15.9 –5.9
GH Fund GBP Hdg OT OT JEY 07/17 GBP 124.28 5.5 NS NS
GH Fund Inst EUR OT OT JEY 05/29 EUR 91.86 10.0 –10.4 NS
GH Fund Inst USD OT OT JEY 07/17 USD 104.96 6.4 NS NS
GH FUND S EUR OT OT CYM 07/17 EUR 120.04 6.2 NS NS
GH FUND S GBP OT OT JEY 07/17 GBP 124.35 5.7 NS NS
GH Fund S USD OT OT CYM 07/17 USD 140.67 6.6 NS NS
GH Fund USD OT OT GGY 07/17 USD 257.89 5.8 NS NS
Hedge Investments OT OT JEY 07/17 USD 131.48 6.1 NS NS
Leverage GH USD OT OT GGY 07/17 USD 107.91 10.6 NS NS
MultiAdv Arb CHF Hdg OT OT JEY 07/17 CHF 89.41 6.4 NS NS
MultiAdv Arb EUR Hdg OT OT JEY 07/17 EUR 96.80 7.1 NS NS
MultiAdv Arb GBP Hdg OT OT JEY 07/17 GBP 104.15 7.5 NS NS
MultiAdv Arb S EUR OT OT CYM 07/17 EUR 102.95 7.6 NS NS
MultiAdv Arb S GBP OT OT CYM 07/17 GBP 107.60 7.9 NS NS
MultiAdv Arb S USD OT OT CYM 07/17 USD 117.56 8.5 NS NS
MultiAdv Arb USD OT OT GGY 06/30 USD 181.37 7.5 –17.9 –10.2

n HSBC Uni-folio
Alpha AdvantEdge OT OT JEY 06/30 USD 111.58 4.2 –14.9 –7.1
Asian AdbantEdge EUR OT OT JEY 07/17 EUR 95.59 7.8 NS NS
Asian AdvantEdge OT OT JEY 07/17 USD 175.11 8.1 NS NS
Emerg AdvantEdge OT OT JEY 07/17 USD 157.52 12.2 NS NS
Emerg AdvantEdge EUR OT OT JEY 07/17 EUR 87.77 11.7 NS NS
Europ AdvantEdge EUR OT OT JEY 07/17 EUR 122.79 6.5 NS NS
Europ AdvantEdge USD OT OT JEY 07/17 USD 130.08 6.6 NS NS
Japan AdvantEdge JPY OT OT JEY 06/30 JPY 7913.02 –2.1 –10.8 –8.6
Japan AdvantEdge USD OT OT JEY 06/30 USD 92.51 –1.7 –9.6 –6.5
Lvgd Alpha AdvantEdge OT OT JEY 06/30 USD 91.87 7.0 –33.1 –19.2
Real AdvantEdge EUR OT OT NA 07/17 EUR 103.21 4.4 NS NS
Real AdvantEdge USD OT OT NA 07/17 USD 103.24 4.6 NS NS
Trading Adv JPY OT OT NA 07/17 JPY 9336.76 NS NS NS
Trading AdvantEdge OT OT GGY 07/17 USD 141.68 –6.6 NS NS
Trading AdvantEdge EUR OT OT GGY 07/17 EUR 128.90 –6.3 NS NS
Trading AdvantEdge GBP OT OT GGY 07/17 GBP 135.81 –6.7 NS NS
US AdvantEdge OT OT JEY 06/30 USD 105.30 2.9 –19.3 –7.5

n INTEGRATED ALTERNATIVE INVESTMENTS, TEL: +44 (0)20 75149200
Email: contact@integratedai.com - Website: www.integratedai.com
Altipro OT OT FRA 06/30 EUR 190.43 NS NS NS
Integrated Dir Trading USD OT OT CYM 06/30 USD 94.58 3.5 –4.4 5.3
Integrated Emg Markets EUR OT OT CYM 06/30 EUR 76.09 6.9 –21.7 –12.8
Integrated European EUR OT OT CYM 06/30 EUR 151.17 1.4 –4.1 –1.0
Integrated Event Driven USD OT OT CYM 06/30 USD 82.54 0.3 –22.8 –11.0
Integrated Lg/Sh Sel A USD OT OT CYM 06/30 USD 85.01 –1.6 –14.8 –6.9
Integrated MultSt B USD OT OT VGB 06/30 USD 119.05 3.3 –16.3 –6.8
Integrated Relative Value USD OT OT CYM 06/30 EUR 94.14 3.1 –5.3 –3.0

n INVENTUM ASSET MANAGEMENT S.A.
info@inventumcapital.com
Tel. +7 495 792 5595 www.inventumcapital.com
Inv Absolute Return Fund OT OT BMU 06/30 USD 123.48 22.0 NS NS

n MERIDEN GROUP
Tel: + 376 741 175 Fax: + 376 741 183 Email: meriden@meriden-ipm.com
Antanta Combined Fund EE EQ AND 07/31 USD 264.98 37.9 –60.6 –40.0
Antanta MidCap Fund EE EQ AND 07/31 USD 439.65 51.7 –69.8 –45.8
Meriden Opps Fund GL OT AND 07/22 EUR 74.42 –14.5 –28.2 NS
Meriden Protective Div OT OT AND 11/24 EUR 78.88 –2.8 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 05/29 USD 1278.44 NS –13.8 –5.3

n SEB ALTERNATIVE INVESTMENT
SEB KEY Europe Equity Long Short

Key Europe Long/Short EUR -IC- OT OT LUX 06/30 EUR 86.74 2.2 –13.3 NS
Key Europe Long/Short EUR -RC- OT OT LUX 06/30 EUR 86.22 1.9 –13.8 NS

n SEB KEY Hedge

Key Hedge EUR -IC- OT OT LUX 06/30 EUR 97.46 7.5 –2.9 NS
Key Hedge EUR-RC- OT OT LUX 06/30 EUR 96.90 7.2 –3.4 NS

n SEB KEY Market Independent II
Key Market Independent II EUR -RC- OT OT LUX 06/30 EUR 91.98 8.5 –6.1 NS
Key Market Independent II SEK -I- OT OT LUX 06/30 SEK 89.48 9.0 –6.2 NS

n SEB KEY Recovery
Key Recovery -IC- OT OT LUX 06/30 EUR 83.89 5.4 –15.7 NS
Key Recovery -RC- OT OT LUX 06/30 EUR 83.40 5.1 –16.2 NS

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 07/28 USD 42.76 –48.6 –35.8 –13.9
Superfund GCT USD* OT OT LUX 07/28 USD 2186.00 –40.1 –28.1 –13.1
Superfund Gold A (SPC) OT OT CYM 07/28 USD 864.56 –25.6 –26.6 3.4
Superfund Gold B (SPC) OT OT CYM 07/28 USD 846.40 –37.2 –35.8 –3.3
Superfund Q-AG* OT OT AUT 07/28 EUR 6403.00 –26.9 –19.9 –5.1

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 1202.78 –7.1 –12.8 1.9
Winton Evolution GBP GL OT VGB 06/30 GBP 1183.94 –7.2 –12.5 2.9
Winton Evolution JPY OT OT VGB 02/27 JPY 115254.95 0.7 –3.8 7.1
Winton Evolution USD GL OT CYM 06/30 USD 1171.62 –7.3 –13.2 1.9
Winton Futures EUR GL OT VGB 06/30 EUR 192.43 –6.5 –4.0 11.4
Winton Futures GBP GL OT VGB 06/30 GBP 207.39 –6.6 –3.4 12.8
Winton Futures JPY Lead Series 2 GL OT VGB 06/30 JPY 13617.90 –7.7 –7.1 8.1
Winton Futures USD GL OT VGB 06/30 USD 682.01 –7.1 –4.8 11.4
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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/funddata ] Advertisement

n ARIX ABSOLUTE RETURN INVESTABLE INDEX
Feri Institutional Advisors, www.feri.de
ARIX Composite Gross USD OT 06/30 USD 1328.84 3.2 3.2 2.6 –18.0 –7.1

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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Israeli official is facing pressure
Police recommend
foreign minister
be indicted for fraud

Inflation slows across Asia due to lower oil prices

Government stimulus drives Indian factory output

By Joshua Mitnick

TEL AVIV—Israeli police recom-
mended indicting Foreign Minister
Avigdor Lieberman on charges of
fraud, bribery, money-laundering
and obstruction of justice.

The police made their recommen-
dation Sunday, following a three-
year investigation into the business
and political life of Mr. Lieberman,
leader of the Yisrael Beitenu party.

The party is the largest coalition
partner in the government of Prime
Minister Benjamin Netanyahu. In a
statement, Mr. Lieberman denied
any wrongdoing and accused the po-
lice of waging a political witch hunt
against him during various investi-
gations lasting more than a decade.

“As my political power and that
of ‘Yisrael Beitenu’ have risen, the ef-
forts to expel me from the political
activity have risen,” Mr. Lieberman
said. “There is no basis for the rec-
ommendation of the police.”

On Monday, Mr. Lieberman said
that if he is charged with corrup-
tion, he will resign, the Associated
Press reported.

Mr. Lieberman, 51 years old, was
named foreign minister in March.
For the past 10 years, he has served
as a member of parliament or held
top cabinet posts.

In the statement recommend-
ing indictment, the police said that
over the past nine years, associ-
ates of Mr. Lieberman transferred
millions of shekels through a chain
of companies and front companies

on his behalf. The companies and
front companies were headed by as-
sociates of Mr. Lieberman to ob-
scure his participation in the busi-
nesses, the police said.

The police didn’t elaborate fur-
ther on the companies, the sources
of the money or the amount they
claim was transferred.

The police recommendation now
goes to Attorney General Men-
achem Mazuz, who will decide with
State Prosecutor Moshe Lador
whether to indict Mr. Lieberman.
The decision is expected at the lat-
est by early 2010, before Mr. Ma-
zuz’s term in office ends.

In Israeli parliamentary elec-
tions this year, Mr. Lieberman came

in third, with a campaign that sug-
gested that the Arab minority take a
loyalty oath to Israel.

In April, Israeli police said they
questioned Mr. Lieberman for 7µ
hours, in connection with their in-
vestigation. At the time, a spokes-
woman for Mr. Lieberman said he
had cooperated with police.

Mr. Lieberman, who was born in
Moldova, came up through the ranks
of the Likud party, serving as chief of
staff in Mr. Netanyahu’s first term as
prime minister. Mr. Lieberman
struck out on his own after the 1999
elections, founding the nationalist
Yisrael Beitenu party, whose name
translates into “Israel our home.”

As foreign minister, Mr. Lieber-

man has rankled some in diplomatic
circles with a statements such as, “If
you want peace, prepare for war.”
Mr. Lieberman’s remarks sparked
protests among some left-wing Is-
raelis that he is hurting Israel’s inter-
national ties.

Mr. Netanyahu has limited Mr.
Lieberman’s role on sensitive talks
on Iran and in negotiations with the
U.S. on demands by the Obama ad-
ministration for a settlement
freeze.

The foreign minister’s recent
trip abroad coincided with the visit
to Israel of U.S. Defense Secretary
Robert Gates, National Security Ad-
viser James Jones, and Middle East
Envoy George Mitchell.

Several Asian economies re-
ported slowing annual inflation in
July, largely because of a high base
comparison caused by last sum-
mer’s oil-price surge.

Indonesia’s annual inflation rate
eased sharply to a nine-year low in
July, fanning expectations the cen-

tral bank will cut its key interest rate
0.25 percentage point to 6.5% this
week to boost economic growth.

The consumer-price index rose
2.71% from a year earlier, compared
with 3.65% in June, the Central Sta-
tistics Agency said, steeper than the
2.66% median forecast of 10 re-
gional economists polled recently
by Dow Jones Newswires.

Month-to-month, the index

rose 0.45%, accelerating from
June’s 0.11% increase largely due
to higher basic food prices and edu-
cation costs, which in July
climbed 1.1% and 1.21%, respec-
tively. The month-to-month read-
ing was also higher than the 0.38%
forecast by the nine economists
polled who responded for that cat-
egory.

The agency said annual core infla-
tion, which strips out energy and
food costs, slowed to 4.91% from
5.56% in June.

Inflation has been easing in re-
cent months as the high-base ef-
fects of the Indonesian govern-
ment’s fuel price increases in May
2008 wear off, giving the central
bank room to trim its policy rate.

Consumer prices in Thailand fell
for a seventh straight month in July,
hitting their lowest level since the
1997-98 Asian economic crisis. The
consumer-price index fell 4.4% from

a year earlier after declining 4% in
June, but was unchanged from a
month earlier, a Commerce Ministry
official said.

The ministry also revised its
2009 inflation target to between a
1% contraction and zero, which
would also be the lowest since the af-
termath of the Asian economic cri-
sis, when prices shrank 1.1%. The
ministry last month forecast this
year’s inflation to be in a range of
zero to 0.5%.

Core inflation fell 1.2% from a
year earlier, below the central
bank’s target range for an increase
of up to 3.5%. Core CPI was un-
changed month-to-month.

HSBC economist Prakriti Sofat
said that although consumer prices
remain negative, with manufactur-
ing production improving and ex-
ports showing more positive signs,
“inflation will flip into the positive
towards the end of the year.”

Economists expect the Bank of
Thailand to keep its benchmark in-
terest rate unchanged at 1.25% at its
Aug. 26 meeting, and many predict
it won’t start raising the rate until
2010.

The central bank slashed its pol-
icy rate by 2.5 percentage points to
1.25% over four meetings from De-
cember to April. It kept rates un-
changed at its last two meetings, say-
ing the current level is supporting
Thailand’s economic recovery.

South Korea’s annual inflation,
meanwhile, sank to a nine-year low
in July, mainly due to the high base
effect last year and cheaper oil
prices recently, the National Statisti-
cal Office said.

South Korean consumer prices
rose 1.6% in July from the year-ear-
lier month, when a spike in oil prices
caused inflation to shoot up to 5.9%.
July’s rate was also milder than
June’s 2% rate.

By Terence Poon

BEIJING—Two gauges of China’s
manufacturing activity showed fur-
ther expansion in July, as the recov-
ery in the world’s third-largest econ-
omy appears to gain a surer footing,
supported by domestic demand.

Economists said the pace of Chi-
na’s industrial production will likely
pick up in coming months because
there was a low comparison base
last year and companies have likely
finished running down inventories.

“Manufacturing activity contin-
ues to accelerate and, importantly, or-
ders growth is being driven by the do-
mestic economy,” said CLSA Head of
Economic Research Eric Fishwick.

The CLSA china purchasing man-
agers index rose to a 12-month high of
52.8 in July from 51.8 in June, CLSA
Asia-Pacific Markets said. July was
the fourth consecutive month the
CLSA PMIwasabove 50 afterhovering
below the key level for eight months. A
reading above 50 indicates an expan-
sion in manufacturing, while a reading
below 50 indicates contraction. The
data sent the Shanghai Composite In-
dex up 1.5% at 3462.59, the highest
closing level since May 23, 2008.

Some analysts said policy mak-
ers should now examine the struc-

ture of the country’s economic
growth.

“We believe China is in the early
stages of what will be a very big as-
set-price inflation cycle, and this cy-
cle has quite a way to run before it
gets to the stage where Beijing will
feel compelled to intervene in a dra-
matic way,” said Andy Rothman,
CLSA China macro strategist.

China’s official PMI, issued by
the China Federation of Logistics
and Purchasing on Saturday, inched
up to 53.3 in July, from 53.2 in June.
It has now been above the expansion-
contraction threshold for five
months in a row.

The July purchasing managers in-
dex for Hong Kong rose to just below
the threshold that separates growth
from contraction, signaling the
city’s recession may be nearing an
end, index compiler Markit Group
Ltd. said Monday.

July’s PMI reading was 49.9, up
from 47.1 in June, the compiler said.

Markit said new orders in-
creased in July for the first time in
13 months, mainly due to robust
growth in orders from mainland
China. Production rose by the high-
est rate in 18 months as a result of
the increase in orders, it said.

The PMI is derived from indexes
that measure changes in output,
new orders, employment, suppliers’
delivery times and stocks of goods
purchased.
 —Liu Li, Wynne Wang and Chester

Yung contributed to this article.

Foreign Minister Avigdor Lieberman, left, and Prime Minister Benjamin Netanyahu, second from right, at a cabinet meeting Sunday.
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Source: National Bureau of Statistics of China via 
Thomson Reuters 
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China economy
appears to regain
a surer footing

By Neelabh Chaturvedi

NEW DELHI—India posted ro-
bust manufacturing activity for the
second straight month despite indi-
cations of continued weakness in ex-
ports, suggesting government ef-
forts to spur the economy have
helped demand at home.

The seasonally adjusted Markit
India purchasing managers’ index

for July was unchanged at 55.3 from
June, but remained well above a
reading of 50, which indicates an ex-
pansion in manufacturing.

Meanwhile, merchandise ex-
ports slipped 27.7% from a year ear-
lier in June to $12.81 billion, after fall-
ing 29.2% in the previous month, the
commerce ministry said. India’s ex-
ports have now fallen for the ninth
successive month.

India has fared better than
some other Asian nations during
the global downturn because it is
less dependent on exports to the
U.S. and other Western nations
that have been hit hard by falling
real-estate prices and the credit cri-
sis. Still, India's economic growth
has slackened from its once rapid
pace.

The government has loosened

its pursestrings in response. Gov-
ernment spending in the March
quarter grew 12.5%, leading GDP
growth. The federal government
has cut factory levies, more than
doubled the foreign investment
limit in corporate bonds, and com-
mitted an additional spending of
200 billion rupees (about $4.2 bil-
lion) to improve the country’s
creaky infrastructure.
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Gl High Yield I US BD LUX 07/31 USD 3.84 37.0 –3.5 –1.6
Gl Value A GL EQ LUX 07/31 USD 9.85 16.0 –31.0 –26.8
Gl Value B GL EQ LUX 07/31 USD 9.09 15.4 –31.7 –27.5
Gl Value I GL EQ LUX 07/31 USD 10.44 16.5 –30.5 –26.2
India Growth A - OT OT LUX 07/31 USD 107.04 NS NS NS
India Growth AX OT OT LUX 07/31 USD 93.47 61.8 2.6 –3.8
India Growth B - OT OT NA 07/31 USD 112.60 NS NS NS
India Growth BX OT OT LUX 07/31 USD 80.23 60.9 1.6 –4.7
India Growth I EA EQ LUX 07/31 USD 96.66 62.2 2.9 –3.4
Int'l Health Care A OT EQ LUX 07/31 USD 123.21 4.9 –17.0 –11.6
Int'l Health Care B OT EQ LUX 07/31 USD 104.36 4.3 –17.9 –12.4
Int'l Health Care I OT EQ LUX 07/31 USD 134.17 5.4 –16.4 –10.8
Int'l Technology A OT EQ LUX 07/31 USD 93.10 27.3 –19.8 –15.1
Int'l Technology B OT EQ LUX 07/31 USD 81.01 26.5 –20.6 –16.0
Int'l Technology I OT EQ LUX 07/31 USD 104.05 27.9 –19.2 –14.4
Japan Blend A JP EQ LUX 07/31 JPY 6065.00 13.0 –29.8 –27.4
Japan Growth A JP EQ LUX 07/31 JPY 5934.00 6.7 –30.1 –27.9
Japan Growth I JP EQ LUX 07/31 JPY 6085.00 7.2 –29.5 –27.3
Japan Strat Value A JP EQ LUX 07/31 JPY 6085.00 18.0 –30.7 –27.7
Japan Strat Value I JP EQ LUX 07/31 JPY 6227.00 18.6 –30.2 –27.1
Real Estate Sec. A OT EQ LUX 07/31 USD 12.26 14.9 –28.8 –21.4

Real Estate Sec. B OT EQ LUX 07/31 USD 11.25 14.2 –29.6 –22.2
Real Estate Sec. I OT EQ LUX 07/31 USD 13.13 15.4 –28.3 –20.8
Short Mat Dollar A US BD LUX 07/31 USD 7.07 6.7 –3.6 –8.8
Short Mat Dollar A2 US BD LUX 07/31 USD 9.38 7.1 –3.4 –8.6
Short Mat Dollar B US BD LUX 07/31 USD 7.07 6.5 –4.0 –9.2
Short Mat Dollar B2 US BD LUX 07/31 USD 9.35 6.7 –3.8 –9.1
Short Mat Dollar I US BD LUX 07/31 USD 7.07 7.0 –3.1 –8.3

n BANC INTERNACIONAL D'ANDORRA. BANCA MORA.
Avgd. Meritxell 96, Andorra la Vella. Andorra. Ph. +376.884884 www.bibm.ad
Andfs. Anglaterra UK EQ AND 07/31 GBP 7.03 5.5 –11.5 –12.8
Andfs. Borsa Global GL EQ AND 07/31 EUR 5.80 0.1 –27.3 –22.7
Andfs. Emergents GL EQ AND 07/31 USD 14.66 46.7 –19.7 –13.0
Andfs. Espanya EU EQ AND 07/31 EUR 12.53 15.8 –11.0 –14.7
Andfs. Estats Units US EQ AND 07/31 USD 13.35 9.5 –23.7 –17.1
Andfs. Europa EU EQ AND 07/31 EUR 6.98 7.6 –21.1 –20.9

Andfs. Franca EU EQ AND 07/31 EUR 8.59 3.8 –22.4 –23.0

Andfs. Japo JP EQ AND 07/31 JPY 500.63 14.2 –24.3 –25.2

Andfs. Plus Dollars US BA AND 07/31 USD 8.84 4.8 –12.5 –8.9

Andfs. RF Dolars US BD AND 07/31 USD 10.93 6.9 –3.5 –1.1

Andfs. RF Euros EU BD AND 07/31 EUR 10.35 15.6 –1.6 –3.9

Andorfons EU BD AND 07/31 EUR 13.78 15.5 –2.6 –6.5

Andorfons Alternative Premium OT OT AND 06/30 EUR 95.57 2.2 –17.8 –9.4

Andorfons Mix 30 EU BA AND 07/31 EUR 8.89 9.8 –15.3 –13.1

Andorfons Mix 60 EU BA AND 07/31 EUR 8.46 4.1 –24.9 –20.0

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 07/24 USD 203483.41 50.8 –9.6 –14.6

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 OT OT LUX 08/03 EUR 9.48 –5.9 –8.1 –3.4

DJE-Absolut P GL EQ LUX 08/03 EUR 186.81 6.6 –13.2 –12.4

DJE-Alpha Glbl P EU BA LUX 08/03 EUR 162.73 5.8 –10.4 –8.9
DJE-Div& Substanz P GL EQ LUX 08/03 EUR 193.00 10.3 –9.2 –9.9
DJE-Gold&Resourc P OT EQ LUX 08/03 EUR 147.13 12.6 –14.1 –7.1
DJE-Renten Glbl P EU BD LUX 08/03 EUR 126.92 6.0 5.5 2.1
LuxPro-Dragon I AS EQ LUX 08/03 EUR 147.54 58.9 13.1 –2.7
LuxPro-Dragon P AS EQ LUX 08/03 EUR 143.88 58.6 12.5 –3.7
LuxTopic-Aktien Europa EU EQ LUX 08/03 EUR 15.56 8.6 –4.4 –7.6
LuxTopic-Pacific AS EQ LUX 08/03 EUR 14.19 56.8 –18.1 –17.5

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 38.55 11.5 –37.7 –10.1
EFG-Hermes MEDA* GL EQ BMU 05/29 USD 22.16 5.8 –44.0 –11.0
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By Matthias Rieker

The tide of problem loans in the
U.S. is still rising, but bankers be-
lieve they need fewer sandbags to
stem the flood.

In the second quarter, many of
the nation’s largest banks added
less than in the first quarter to
their loan-loss reserve, which is
the capital banks set aside to cover
loans written off because borrow-
ers can’t pay them back.

Banks have taken their medi-
cine early, analysts say; now they
can pace themselves. Reserves, par-
ticularly for mortgages, could
prove strong enough to sustain
them through the crisis, J.P. Mor-
gan Chase & Co. Chief Financial Of-
ficer Michael Cavanagh told share-
holders recently.

Further, the slower second-
quarter reserve build reflects the
impression that things “are getting
worse at a slower pace,” U.S. Ban-
corp Chief Financial Officer An-
drew Cecere said in an interview.

That doesn’t mean banks are
done adding to their reserves, but
levels are in much better shape
than at the beginning of the year. If
the trend holds, future reserve ad-
ditions won’t strain banks’ pains-
takingly rebuilt capital levels.

In the second quarter, SunTrust
Banks Inc. added $161 million to its
loan-loss reserve, compared with
$384 million in the first. Wells
Fargo & Co. added $700 million,
compared with $1.3 billion in the
first quarter; U.S. Bancorp put
$466 million into its reserve, $64
million less than in the first
quarter.

At J.P. Morgan, KeyCorp, Sun-
Trust, Capital One Financial Corp.
and American Express Co., provi-
sions, the money banks set aside
each quarter to cover loan losses
and what they add to the reserve,
declined from the first quarter.

Delinquent loans have hurt earn-
ings badly and will continue to do
so for some time. But banks’ loan
books have been shrinking; that is
one argument that less reserving
will be required for potential
losses.

Moreover, early-stage con-
sumer delinquencies—where loans
are less than 60 days overdue—are
declining, say bankers such as Tom
Freeman, chief risk officer of Sun-
Trust. Mr. Freeman said the slower
increase in reserves “is largely
due” to that trend.

Some bankers and analysts
warn that seasonal improvements
and the impact of President
Obama’s economic stimulus might
be behind the improvement in

early-stage delinquencies, rather
than a turn for the better in the
economy.

Barclays analyst Jason Gold-
berg noted that some banks, includ-
ing SunTrust and Fifth Third Ban-
corp, “highlighted improvement in
early stage delinquencies” in the
first quarter of 2008, “which
turned out to be misleading.

“No one appeared ready to
declare victory” just yet, he wrote.

As unemployment continues to
climb and businesses struggle, the
slowdown in reserves runs the risk
of being premature. The percent-
age decline in loan-loss reserves,
FBR Capital Markets analysts
wrote in a research report, is “in-
creasing our concerns” about bank
profits in the second half.

For some banks, like KeyCorp,
loan-loss reserves and capital are
strong, giving analysts such as Ger-
ard Cassidy of RBC Capital Markets
little concern even when loan
losses are higher than expected.
The loan-loss reserve ratio at the
Cleveland bank was 3.5% of total
loans, compared with 4.3% at J.P.
Morgan and 5.6% at Citigroup Inc.
“North of 3% is strong,” Mr.
Cassidy said.

In the last banking crisis in the
1990s, the reserve climbed to 2.7%
of loans for banks overall, and Pe-
ter Winter of BMO Capital Markets
expects banks to exceed that ratio
by the end of this year. “We expect
banks to build loan-loss reserves
as long as charge-offs rise,” he
said. But the reserve ratio might
also continue to improve simply be-
cause banks make fewer loans.

As Fifth Third Chief Financial Of-
ficer Ross Kari told investors re-
cently, “It’s too early to say we’re
ahead of the game, but we’re cer-
tainly on top of it.”

Banks slow pace of adding
to loan-loss reserves

Traders ‘tweet’ way to gains
In farm commodities,
Twitter offers a way
to collect vital news
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Wells Fargo added $700 million to its
loan-loss reserves in the second quarter.
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By Serena Ng

Ailing business lender CIT Group
Inc., which recently signed a $3 bil-
lion financing deal with its largest
bondholders, will provide $1 billion
of that money to a unit that gives
cash advances and credit to manufac-
turers and retailers.

In a memo addressed to “clients
and industry associates,” CIT Trade
Finance said the funding reflects CIT
Group’s “commitment to support”
the unit and its clients.

CIT is a major lender to small and

midsize businesses. Its liquidity
woes have raised concerns that fi-
nancing for some of its borrowers
could be disrupted. The company is
trying to stay out of bankruptcy court
and preserve its lending franchise.

CIT Trade Finance is involved in
an activity known as factoring, which
involves giving manufacturers cash
for their receivables and collecting
on their invoices from retailers and
other buyers of their products.

Two weeks ago, worries about a
CIT collapse caused disruptions in
some industries where many busi-

nesses are CIT customers. Some ap-
parel manufacturers halted product
shipments because they were wor-
ried they wouldn’t get paid for goods
if CIT didn’t pass cash it collected
from retailers back to vendors.

CIT’s memo Friday said its factor-
ing unit “remains open for business.”
The $1 billion in funds would help en-
sure that the unit meets its obliga-
tions, CIT said.

According to CIT documents, the
company’s factoring business serves
about 300,000 retailers and 1,900
manufacturers and importers.

CIT to provide trade-finance unit with $1 billion
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By Ian Berry

And Lauren Rees

When Thomas Grisafi read a
“tweet” the afternoon of July 22
complaining that the U.S. Depart-
ment of Agriculture had “goofed
again,” the president and chief ex-
ecutive of Indiana Grain Co. won-
dered what prompted the mes-
sage.

Curiosity aroused, Mr. Grisafi
was soon reading about the USDA’s
announcement that it would resur-
vey planted corn acreage in sev-
eral states, a move with poten-
tially big implications for Chicago
Board of Trade corn futures. Mr.
Grisafi stayed at his desk, made
some phone calls and prepared for
a rally in overnight electronic trad-
ing.

“I ended up having one of my
best days in months that night,”
Mr. Grisafi said. “It really affected
me, to the sum of a large amount of
money.”

For Mr. Grisafi and a number of
people in the agricultural-com-
modity sector, social networking,
particularly Twitter, is playing a
role in assessing the markets.

Traders, analysts and farmers
are using the 140-character online
Twitter messages, called “tweets,”
to share information about funda-
mentals, offer instant reaction to
market moves and to publicize
their businesses. Twitter users col-
lect “followers” who receive their
updates each time they tweet.

Farmers have long used the In-
ternet to share information, start-
ing years ago with bulletin boards
and chat rooms. But current tools
are more direct and customizable.

Jason Britt, president of Cen-
tral State Commodities in Kansas

City, Mo., said while older farmers
have only in recent years become
comfortable with text-messaging,
younger farmers have taken to
Twitter.

Instead of relying just on gov-
ernment crop surveys, or even
phone calls with producers in vary-
ing parts of the country, Twitter
can provide real-time feedback, he
said. “What I’m finding is it’s a new
source out there,” Mr. Britt said. “I
have guys on there from Iowa, I
have guys on there from Nebraska,
Missouri, Illinois.”

Analysts said the service seems
well-suited for a sector that de-
vours new bits of information about
the condition of crops or livestock,
as well as political or regulatory de-
velopments and market moves.

The information flows both
ways. Arlan Suderman, analyst for
Farm Futures, said he initially
thought Twitter “looked kind of
worthless,” but that as he thought
about how farmers crave real-time
market information while out on
their tractors, Twitter seemed like
an excellent vehicle. He has 760 fol-
lowers and follows 179 other Twit-
ter users himself.

“I want to communicate to the
farmer who hears on the radio that
soybeans are up 30 cents why that
is, and what the driving factor is be-
hind it, in language they can under-
stand that’s not trade talk,” Mr. Su-
derman said.

Mr. Suderman doesn’t just offer
up 140-character takes on the mar-
ket. Many analysts’ tweets are
links to articles or information on
their Web sites.

Mr. Britt said farmers often will
post photos of their fields. Seeing
pictures of a corn crop “that’s as
dark green as it can be, it doesn’t
make you bullish in the corn mar-
ket at that moment,” he said.

On the downside, analysts said
there are a lot of superfluous
tweets to weed through, such as
sales pitches or farmers’ updates
about their child’s baseball game.

Also, analysts said they have to
be skeptical of the reliability and
consistency of all the different
sources on Twitter.

Traditional sources of market
news, such as wire services,
shouldn’t be threatened by Twit-
ter’s growth as long as they pro-
vide fast, accurate news, analysts
said. “Twitter’s hit or miss,” Mr.
Grisafi said. “If you’re going to be a
professional trader, you’re going
to pay for information.”

The spread of Twitter as a trad-
ing tool extends beyond the agri-
cultural sector. StreamBase Sys-
tems, which makes algorithmic
trading platforms used by hedge
funds and brokers, drew wide-
spread attention late last month
when it announced it had devel-
oped software that allowed users
to analyze Twitter messages in
real time.

John Lothian, president of John
J. Lothian & Co., a money manager,
publisher and consulting firm, uses
Twitter to pass along stories and tid-
bits of interest. Mr. Lothian focuses
on “nonprice risk-oriented news.”
His newsletters don’t focus on “buy
or sell decisions” and neither does
his Twitter feed.

Mr. Lothian is unsure of Twit-
ter’s role in guiding specific trading
decisions.

“I don’t think you can do that, be-
cause it’s not as robust and real-
time as you would like, sometimes it
takes a second to post,” Mr. Lothian
said. “It’s a way to stay connected
like any other social media; it’s an-
other distribution channel to get
out there and have a conversation.
And it’s interesting too.” Mr. Grisafi
said if Twitter continues its growth,
it will play a substantial role in the
agricultural-commodities markets,
but the traditional channels of infor-
mation will still remain crucial.

“I don’t think anyone is going to
get the unemployment number five
minutes early on Twitter,” he said.
“It gets released when it gets re-
leased.”

T H E WA L L ST R E ET JO U R NA L . TUESDAY, AUGUST 4, 2009 23




