
VO L . X X V I I I N O. 1 3 3 Tuesday, August 10, 2010
EUROPE

DJIA 10698.75 À 0.42% Nasdaq 2305.69 À 0.75% Stoxx Eur 600 262.26 À 1.37% FTSE 100 5410.52 À 1.47% DAX 6351.60 À 1.47% CAC 40 3777.37 À 1.65% Euro 1.3245 g 0.35% Pound 1.5957 g 0.11%

europe.WSJ.com

Angola’s love affair with China
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starts the healing process
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Rogue tailor needles Savile
Row and gets himself a
(law) suit. Page 29

Editorial
& Opinion

The international focus on
blood diamonds is a self-
serving charade. Page 12

Germany’s exports
continue to ramp up

Germany’s exports con-
tinue to pull the country out
of the economic doldrums, ac-
cording to data from the fed-
eral statistics office, Destatis.

The June data show Ger-
man exports are almost back
to pre-recession levels. A
steep drop in global trade at
the end of 2008 and in early
2009 hammered its export-de-
pendent economy during the
recession, with gross domes-
tic product falling nearly 7%
from its peak in early 2008.
Destatis is expected to an-

nounce a 1.4% expansion in
GDP for the second quarter
when it releases its prelimi-
nary estimate Friday, accord-
ing to a poll of analysts.

Germany rebounded last
quarter despite the most se-
vere fiscal crisis since the
euro’s creation in 1999, as in-
vestors questioned whether
highly indebted countries
such as Greece would be able
to pay back their debts.

Hannah Miley strikes out for the U.K.’s first gold medal of the European Swimming Championships in
Budapest on Monday. It was Miss Miley’s 21st birthday and she celebrated by beating world
champion Katinka Hosszu in a European 400 meters medley record time. Report WSJ.com/sport

Birthday gold for the U.K.’s Miley Rights groups
join criticism
of WikiLeaks

A group of human-rights
organizations is pressing
WikiLeaks to do a better job
of redacting names from
thousands of war documents
it is publishing, joining the
list of critics that claim the
Web site’s actions could jeop-
ardize the safety of Afghans
who aided the U.S. military.

The letter from five hu-
man-rights groups sparked a
tense exchange in which
WikiLeaks founder Julian As-
sange issued a tart challenge
for the organizations to help
with the massive task of re-
moving names from thou-
sands of documents, accord-
ing to several of the
organizations that signed the
letter. The exchange shows
how WikiLeaks and Mr. As-
sange risk being isolated from

some of their most natural al-
lies in the wake of the docu-
ments’ publication.

The human-rights groups
involved are Amnesty Interna-
tional; Campaign for Innocent
Victims in Conflict, or CIVIC;
Open Society Institute, or OSI,
the charitable organization
funded by George Soros; Af-
ghanistan Independent Hu-
man Rights Commission; and
the Kabul office of Interna-
tional Crisis Group, or ICG.

Several groups said they
emailed WikiLeaks to say they
were concerned for the safety
of Afghans identified as help-
ing the U.S. military in docu-
ments obtained by WikiLeaks.
WikiLeaks has already pub-
lished 76,000 of the docu-
ments and plans to publish up
to 15,000 more.

Some of the already pub-
lished documents included

names that critics including
the Pentagon claim could lead
to harm for Afghans seen as
helping the U.S. war effort.
The Pentagon last week de-
manded that WikiLeaks hand
over all the classified Afghan
war documents it has.

“We have seen the nega-
tive, sometimes deadly ramifi-
cations for those Afghans
identified as working for or
sympathizing with interna-
tional forces,” the human-
rights groups wrote in their
letter, according to a person
familiar with it. “We strongly
urge your volunteers and staff
to analyze all documents to
ensure that those containing
identifying information are
taken down or redacted.”

In his response to the let-
ter signed by the human-
rights organizations, Mr. As-

Please turn to page 7

BY JEANNE WHALEN

Reuters

� Export data point to strong
growth in German GDP ......... 4
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H-P needs to hit reset button
Where does Hewlett-Packard go

from here?
That question faced the IT behe-

moth even before Mark Hurd’s sud-
den departure amid expense-account
shenanigans.

The ex-CEO’s reputation for run-
ning a lean machine was well-de-
served, given his successful tenure at
NCR. But predecessor Carly Fiorina
left him ripe fruit to pick. H-P’s op-
erating margins were just 6% when
Hurd took the reins. With heavy
cost-cutting, he doubled them to 12%
as of last quarter.

Mr. Hurd leaves behind a tight
ship, without big leaking holes for
his successor to plug. So juicing mar-
gins doesn’t look like an option to
create shareholder value from here,
which means Mr. Hurd’s successor
will have to look for growth. That is
a tough proposition for a firm al-
ready generating $125 billion in an-
nual sales.

Caris & Co. analyst Robert Cihra
estimates that H-P’s PC business has
effectively driven all revenue growth
since Mr. Hurd took over. But operat-
ing margins in that business are just
5%. And in the last two quarters, H-P
has been losing share to Asian rivals
Lenovo Group, Acer, Toshiba and
Asustek Computer at a faster clip.

H-P’s printing business generates
solid 17% margins, but growth is a
sluggish 3%, estimates Mr. Cihra. The
same is true of its services business,
which became a big part of H-P’s
business with the acquisition of
Electronic Data Systems: 16% mar-
gins but just 2% growth.

Mr. Hurd took other steps to in-
vest in growth, including expanding
H-P’s sales force while acquiring net-
work-equipment company 3Com and
mobile-device company Palm. On pa-
per, the two look like decent acquisi-

tions. The problem is both are small
relative to H-P’s giant revenue base.
While 3Com expands H-P’s offering
for data centers, an attractive area,
its sales add just 1% to H-P’s total.
And Palm faces intense competition
in the smartphone market.

After Friday’s unexpected news
dropped the shares 8%, to $42.60 at
Monday’s close, H-P trades at nine
times analysts’ consensus estimate
for next year’s earnings, according to
Thomson Reuters. That is cheaper
than mature megacap technology
peers like Intel (10 times), Microsoft
(11 times), and nearest rival Interna-
tional Business Machines (11 times).
The discount may be deserved: H-P’s
agglomeration of businesses argu-
ably makes it harder to manage than
these companies. To close the gap,
H-P probably needs to replace Mr.
Hurd with another operations guru.

But moving the shares higher re-
quires a compelling growth story.
The biggest risk could be that Mr.
Hurd’s successor tries to make a
splash on the acquisition front, over-
paying for a fashionable software
business, for instance.

Unfortunately for investors, H-P
looks to be in a strategic cul-de-sac
from which there may be no exit.

—Rolfe Winkler

Don’t count on a fresh
boom in M�A deals

For the first time in three years,
investment bankers can bask by
their holiday poolsides and dare to
hope.

A clutch of recent deals, including
Sanofi-Aventis’s approach to U.S.
biotech firm Genzyme and GDF
Suez’s offer for International
Power, has raised expectations that
the mergers-and-acquisitions game
is back on. But underworked deal
makers shouldn’t get too excited; a
new M&A boom seems unlikely.

Deal activity picked up in July,
with companies agreeing to $240
billion in transactions, according to
data provider Dealogic. But this still
was less than December 2009 levels.
Global volumes this year are $1.54
trillion, only marginally ahead of
volumes at the same stage last year,
which was the worst year for M&A
since 2004.

True, M&A conditions look strong.
Valuations are compelling. In the
U.S., corporate free-cash-flow yields
are higher than investment-grade
corporate-bond yields for the first
time since at least 1960, note Credit
Suisse analysts. In Europe, 25% of
the market trades below a 1.1 times
replacement value, implying it is as
cheap to buy as to build.

Surplus cash also is increasing.
Nearly one-third of U.S. companies
and a fifth of continental Europeans
have net cash, suggesting they could
finance deals internally. For those in
need of a helping hand, bank financ-
ing and capital markets are open.
Meanwhile, private-equity firms
have $400 billion in committed but
uncalled capital raised in the boom
times that needs to be invested in
the next three years or returned to

investors.
But the trickle of deals is unlikely

to become a flood. While surveys
suggest chief executives are keen to
spend surplus cash on acquisitions
rather than pay down debt or pay
dividends, boards are blocking deals
amid concerns over the macroeco-
nomic outlook, according to a senior
M&A banker. Those fears are under-
standable with the VIX index, a mea-
sure of market volatility, still trading
stubbornly above precrisis levels.

Nor can private equity be counted
on to pick up the slack. Investors
want to see buyout groups exit from
investments at reasonable valuations
before supporting new deals.

The fundamentals might favor
M&A, but without an improvement
in market psychology, bankers
should resign themselves to yet an-
other uninterrupted summer.

—Renee Schultes

Source: WSJ Market Data Group
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China’s yen for Japan’s currency
creates a challenge for Tokyo

A strong yen is giving Tokyo an
awful headache. Beijing is adding to
the problem. If things get worse,
these old rivals could end up facing
off in global currency markets.

China has ramped up its stockpil-
ing of yen this year, snapping up
$5.3 billion of the currency in June,
Japan’s Ministry of Finance reported
Monday. China already has bought
$20 billion of yen financial assets
this year, almost five times as much
as it did in the previous five years
combined.

China’s currency managers have
long stated their desire to diversify
the nation’s foreign-exchange hoard
away from dollars. More recently,
Beijing signaled it will use a basket
of its biggest trade partners’ curren-
cies to manage the yuan’s levels,
rather than only the dollar. That bas-
ket undoubtedly includes yen.

Fundamental factors also under-
pin the yen’s strength, including con-
verging interest rates in the U.S. and
Japan which take away an incentive
for Japanese investors to send yen
abroad and for global hedge funds to
favor the yen for carry trades.

But it doesn’t take much for China
to move the Japanese currency. A
one-percentage-point shift of China’s

reserves into yen equals a month’s
worth of Japan’s current-account
surplus. And news that China has a
newfound love for the Japanese cur-
rency has hedge funds piling onto
the brawny yen story.

Beijing’s yen buying will benefit
Chinese exporters that compete with
Japan, and pressure Japanese com-
panies to move even more fabrica-
tion facilities to lower-cost China,
whether or not that is Beijing’s in-
tention. Conversely, the stronger yen
is threatening Japan’s export-led
profit recovery: Already the yen is
well above levels at which major
Japanese manufacturers have based
their earnings and sales forecasts.

It is up to Japan to respond. If the
dollar drops to below 83 yen, the
Bank of Japan could inject more cash
into the banking system, a yen weak-
ener, Nomura’s currency strategist
Taisuke Tanaka notes. Such levels
also could move Japan’s finance min-
istry to direct official yen selling in
currency markets, something it
hasn’t done since 2004.

If it does intervene, though, the
ministry might find the People’s
Bank of China a willing buyer, gladly
vacuuming up enough yen to stifle
its efforts. —Alex Frangos

While Sanofi may crave Genzyme, the
trickle of deals is unlikely to increase.

Sources: Euromoney, 2009.Investment banking services in the United States are provided by Credit Suisse Securities (USA) LLC, an affiliate of Credit Suisse Group AG.
This advertisement has been approved solely for the purposes of Section 21 of the Financial Services and Markets Act 2000 by Credit Suisse Securities (Europe) Limited
of One Cabot Square, London E14 4QJ. ©2010 CREDIT SUISSE GROUP AG and/or its affiliates. All rights reserved
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Where’s the evidence about lending?

Bank-bashing
remains good
sport, even now.
For politicians, the
banking industry is
the gift that keeps

giving: easy to attack when their
reckless lending nearly brought
down the financial system; still
easy to attack now that they stand
accused of not lending enough
even as they return to healthy
profits. Even so, it’s an important
principle of public policy that
those in power should base their
public pronouncements on
evidence rather than hearsay. That
courtesy should be extended to
the banks.

The latest row over bank
lending to small businesses was
kicked off by Bank of England
Governor Mervyn King in an
appearance before the House of
Commons Treasury Select
Committee two weeks ago, when
he talked of the U.K. banks’
treatment of their customers as
“heartbreaking.” When the head
of the central bank uses such
emotive language to describe such
a politically sensitive subject, the
rest of us are entitled to believe it
must be based on deep analysis.
After Mr. King’s comments,
Chancellor of the Exchequer
George Osborne was virtually
obliged to step in with his own
attack on the banks’ lending
practices, which inevitably
overshadowed the sector’s
encouraging results last week.

So what evidence does Mr.
King have to back up his highly-
charged assault? Senior bankers
say they have pleaded with the
BOE for specific examples of
creditworthy companies that have
been refused finance but have so
far heard nothing. The BOE itself
has conducted no detailed analysis
of small-company lending
conditions. Pushed on the subject,
its staff can point only to a
Department for Business,
Innovation and Skills chart which

actually shows lending to smaller
companies is rising and its own
credit conditions survey, whose
data series on small company
lending only goes back to the
fourth quarter of last year but
also shows lending conditions
picking up. The governor’s
comments appear to be based on
little more than tittle-tattle. No
wonder bank executives are
furious.

Set against this is the evidence
provided by the banks themselves
last week. All the major high-
street lenders provided data that
showed net lending to small and
medium-sized companies had
risen over the past half year,
albeit only marginally in some
cases. All the banks insist the
biggest obstacle to increasing
their lending to this market is lack
of demand from creditworthy
customers—an excuse Dr. King
pre-emptively dismissed as “not
good enough.” Yet Barclays
insists that business customers
are currently using only 40% of
their agreed borrowing facilities,
with profitable businesses
preferring to pay down debt in

the current uncertain economic
climate. Applications for new
credit facilities had halved over
the previous three years, while
approvals had increased to 80%.
All the banks insist that they have
no shortage of lending capacity
for healthy businesses.

Of course, the banks could be
fudging their numbers. There’s a
suggestion that one bank has been
repackaging old, distressed
commercial property loans and
counting them as new business
lending. Another bank is said to
be complying with political
pressure to lend to borrowers but
refusing to take on new small
business customers. But if Mr.
King suspects that banks are
pulling the wool over people’s
eyes, he should have done his
analysis before speaking out.

Similarly, the BOE could tell us
why exactly it believes it is so
important that banks should be
lending more to businesses. After
all, most of the evidence from
previous recessions around the
world suggests it’s quite normal
for bank lending to fall during the
early stages of a recovery as
companies fund their growth from
their own cash resources. Why
does the BOE think this recession
should be different?

But let’s assume Mr. King is
right, with the implication that
banks are indeed turning down
profitable lending opportunities
and refusing to finance projects
that might deliver a positive net

present value to the detriment of
the U.K.’s economic prospects.
That could only mean that banks
lack the liquidity to provide the
funding—in which case what are
the BOE and U.K. government
going to do about it?

The government last month
launched a Green Paper to look at
the options, and the six biggest
U.K. lenders have launched a task
force that will include the
government and the BOE to
analyze the issues and come up
with solutions. But if the BOE
really felt there was a serious
problem, there are already steps it
could take. After all, it has just
spent £200 billion ($318 billion)
buying up highly liquid U.K.
government bonds. If it had used
some of that money to buy
portfolios of small company loans,
as the U.S. Federal Reserve did
during the financial crisis, it could
have materially improved access
to, and the price of, bank finance.
Lloyds Banking Group recently
securitized a portfolio of SME
loans. The BOE’s participation
could help jump start a potentially
promising new market.

The real problem, however, is
most likely not so much a
shortage of credit as a lack of
equity—and an understandable
reluctance by small company
owners to raise equity. That isn’t
an easy message to deliver to
businesses that became used
during the boom to easy access to
credit on very lax terms.

But it is hardly the fault of the
banks that equity capital for
SME’s is so scarce: successive
governments have grappled for
years with tax-based incentive
programs to encourage greater
investment in smaller companies.
Yet the current U.K. government
has just made angel investing
even less attractive by raising the
rate of capital gains tax for higher
earners from 18% to 28%.

If viable companies now go to
the wall because of a lack of
equity funding, that really would
be “heartbreaking.”

Bank of England Governor Mervyn King in Downing Street last week.
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The BOE itself has
conducted no detailed
analysis of small-company
lending conditions.
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Arts

n Artworks from the European
offices of Lehman Brothers are be-
ing auctioned to help pay credi-
tors of the failed investment bank.
Auctioneer Christie’s said the
Sept. 29 sale in London will fea-
ture works by modern artists in-
cluding Gary Hume and Lucian
Freud, as well as tea caddies, ci-
gar boxes and Chinese ceramics.
Buyers can also bid on the sign
that adorned the bank’s British
headquarters in Canary Wharf.

i i i

Autos

n Ford, the only U.S. car maker
that didn’t receive a bailout last
year, is now getting help from the
U.S. and other governments
around the world as it races to
slash its debt and boost its credit
rating.

n BMW said global car sales rose
9.1% in July from a year ear-
lier—the 11th consecutive in-
crease—with strong growth in
China continuing to lead deliver-
ies higher.

n Auto sales in China grew 14%
in July from a year earlier, mark-
ing a slowdown from growth rates
earlier in the year. By comparison,
China’s January-July vehicle sales
rose 43%, the China Association of
Automobile Manufacturers said.
n In India, car sales rose 38% in
July from a year earlier.

i i i

Aviation

n U.S. air-safety regulators, con-
cerned about potentially hazard-
ous takeoff problems affecting
many of the largest Boeing 747
airliners, have proposed manda-
tory fixes to ensure the jumbo jets
will climb properly.

i i i

Banking

n Wells Fargo said financial regu-
lations approved by the U.S. Con-

gress will cost about $530 million
this year in lost revenue. The
costs are due to changes in rules
governing electronic fund trans-
fers, the bank said.

n Units of J.P. Morgan Chase and
Citigroup have been subpoenaed
as part of a probe into alleged
predatory lending practices in-
volving healthcare credit cards,
New York Attorney General An-
drew Cuomo said.

n Six U.K. bank CEOs have asked
for two months to study the busi-
ness-lending market and come up
with ways to meet any unmet de-
mand. In a letter to Chancellor of
the Exchequer George Osborne,
HSBC Chairman Stephen Green,
acting in his role as chairman of
the British Bankers’ Association,
said banks “recognize the collec-
tive role we have to play” in sup-
porting the economic recovery,
and that a task force set up by the
banks will look at additional steps
it could take to lend more.

n UniCredit, an Italian banking
group, received preliminary ap-
proval to open a banking subsid-
iary in Libya.

i i i

Conglomerates

n Sara Lee said Brenda Barnes,
who led a vast restructuring of
the company as chief executive for
the past five years, resigned from
the company and the board of di-
rectors, where she was chair-
woman. Sara Lee’s board members
will consider internal and external
candidates to succeed Barnes, 56,
who had a stroke in May.

n Eric Spiegel, the chief executive
of Siemens Corp., the U.S. division
of Siemens, aims to double the
amount of business his unit gets
from the U.S. government by 2015.

i i i

Energy

n BP said the cost of compensat-
ing and cleaning up its massive
spill in the Gulf of Mexico has now

risen to $6.1 billion. The news
comes a day after the U.K. com-
pany said that a test on the ce-
menting operation needed to com-
pletely plug its troubled well was
successful. The well was tempo-
rarily sealed on July 15 after the
explosion of a deepwater platform
on April 20 caused a giant leak.

i i i

Financial services

n Goldman Sachs had 10 days of
trading losses in the second quar-
ter, while Morgan Stanley re-
ported 11 such days, according to
separate company filings with the
U.S. Securities and Exchange Com-
mission. The filings reflect the
completion of a tough quarter for
trading profits on Wall Street,
given volatile equity mar-
kets—most notably the May 6
“flash crash”—and concerns about
the European debt markets.

n National Australia Bank re-
vived its $12.2 billion bid for
AXA’s Asia-Pacific arm with a pro-
posal to sell the business’s retail-
investment platform if the deal
goes through, prompting a new
look at its offer by Australia’s
competition regulator.

n Bill Winters, the former co-CEO
of J.P. Morgan Chase’s investment
bank who was abruptly dismissed
in September last year, has
teamed up with insurance entre-
preneur Clive Cowdery to help
identify and acquire asset-man-
agement companies.

n CVC Capital Partners said it
has agreed to buy Autobar Group
from buyout firm Charterhouse
Capital Partners, the latest of a
string of “pass-the-parcel” deals
where private-equity firms sell as-
sets to each other.

n GLG Partners, the New York-
listed, London-based hedge-fund
group that is being acquired by ri-
val Man Group, reported a 10% fall
in second-quarter revenue to $77.2
million as fund performance suf-
fered in the period. Most hedge
funds across the industry were

sharply down in May and June as
stock markets sank.

i i i

Food

n McDonald’s global same-store
sales rose 7% in July, the com-
pany’s highest monthly gain since
January 2009. The world’s largest
hamburger chain reported same-
store sales gains of 5.7% in the
U.S., 5.3% in Europe and 10.1% in
its Asia/Pacific, Middle East and
Africa division.

n Tyson Foods said fiscal third-
quarter earnings surged 89% to
$248 million as the meat-process-
ing giant saw improved revenue
and margins. Tyson has seen a
sharp rebound on improving de-
mand amid broader economic sta-
bilization as well as cost cuts it
made during the economic down-
turn. It has also benefited from
higher meat and poultry prices.

i i i

Law

n A closely watched lawsuit by
the U.S. Securities & Exchange
Commission against Goldman
Sachs bond trader Fabrice Tourre
appears headed to trial. Lorin Re-
isner, a SEC lawyer, said the secu-
rities regulator has only had pre-
liminary discussions about
potentially settling the case with
Tourre’s counsel.

i i i

Media

n News Corp. said it will sell a
controlling stake in three Chinese
television channels and a library
of Chinese films to China Media
Capital, a private-equity fund
backed by Shanghai Media Group.

i i i

Pharmaceuticals

n AstraZeneca said it has reached
a $198 million settlement over
claims in the U.S. regarding its
best-selling antipsychotic drug Se-
roquel. The U.K. pharmaceutical
company has faced thousands of

product-liability lawsuits alleging
that the use of Seroquel caused
diabetes and other injuries.

i i i

Property

n Credit Suisse said it is in talks
to spin off part of its property
business, DLJ Real Estate Capital
Partners, to management. Credit
Suisse’s overall real-estate invest-
ment arm, part of an-asset man-
agement unit, manages roughly
$33.5 billion in property assets.
The spinoff comes as investment
banks weigh the future of some of
their real estate activities.

n Pershing Square Capital Man-
agement, New York hedge fund,
and Winthrop Realty Trust, a real-
estate investment trust, have
teamed up to acquire the mezza-
nine debt for Peter Cooper Village
and Stuyvesant Town, the latest
entrants from the investment
world to make a play for the
sprawling Manhattan apartment
complex that faces foreclosure.

n Freddie Mac swung to a sec-
ond-quarter loss of $4.71 billion as
prior-year derivative gains were
losses in the latest period for the
mortgage financier, which said it
would request another $1.8 billion
in government aid. The company’s
continuing bottom-line woes come
as delinquencies industrywide
have stopped getting worse.

i i i

Technology

n Google and Verizon Communi-
cations jointly agreed that wire-
line broadband providers
shouldn’t be able to discriminate
against lawful Internet content
providers and that the regulators
should have authority to stop of-
fenders.

n Skype filed plans to sell up to
an estimated $100 million of
American depositary shares in an
initial public offering as the Inter-
net-phone company parent firm
plans to convert into a Luxem-
bourg-based stock company. EBay
sold its majority stake in Skype
last fall to Skype Global, an in-
vestment group led by private-eq-
uity firm Silver Lake Partners, for
about $1.9 billion in cash plus a
$125 million note.

n The woman at the center of the
ethics scandal that cost Mark
Hurd the top job at Hewlett-Pack-
ard identified herself as Jodie
Fisher, a 50-year-old sometime ac-
tress whose film credits include
“Intimate Obsession” and “Body of
Influence 2.” Fisher, whose June
29 letter accusing Hurd of sexual
harassment triggered a board in-
vestigation, said through her law-
yer that she was “surprised and
saddened that Mark Hurd lost his
job over this. That was never my
intention.”

i i i

Transportation

n At least three groups are pre-
paring to bid for Britain’s only
high-speed rail link ahead of a
mid-August deadline, according to
people familiar with the matter,
although other companies remain
on the sidelines and could bid.

BUSINESS WATCH

WSJ.com
To read more about these items,
and for all the latest breaking
news, go to WSJ.com/Business

Chrysler workers assemble a 2011 Jeep Grand Cherokee at a Detroit plant. The company reported a net loss of $172 million for the second quarter amid sluggish
sales, the latest sign that the smallest of the three Detroit auto makers continues to struggle a year after emerging from bankruptcy reorganization. In contrast,
Ford recently reported a second-quarter profit of $2.6 billion, and General Motors is expected to report a profit when it discloses its results later this week.

Reuters

Chrysler reports $172 million loss as sales remain sluggish
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Gitmo sentence to be secret
Former al Qaeda bodyguard reaches plea deal; second case involves actions of 15-year-old

GUANTANAMO BAY, Cuba—The
public will never learn the sentence
imposed on a former al Qaeda cook
and bodyguard for supporting ter-
rorism under a plea bargain that
military prosecutors reached with
defense attorneys, a prosecution
spokesman said.

In a second case resuming here
Monday, the Defense Department
planned to begin a nearly unprece-
dented trial of a juvenile for war
crimes. The military accuses Omar
Khadr, who was 15 years old when
captured in Afghanistan, of throw-
ing a grenade during a firefight that
killed a Delta Force medic. On Mon-
day, Mr. Khadr pleaded not guilty to
all charges.

The Obama administration hopes
to show that the latest version of
military commissions, which have
been marred by internal disarray
and mired in legal challenges since
former President George W. Bush
tried to create them in 2001, can be
run effectively and withstand judi-
cial scrutiny.

But the cases being heard this
week underscore both the troubled
history and future challenges facing
the military-commissions experi-
ment, which was designed to bring
about convictions more easily than
in courts-martial or federal or state
courts.

Ibrahim al-Qosi, who reached the
plea bargain with prosecutors, is the
last case remaining from the initial
four defendants the Bush adminis-
tration charged six years ago in its
first version of military commis-
sions.

The Pentagon would not disclose
what sentence the secret agreement
provides. But the Arabic-language
news channel al Arabiya, citing two
sources who have seen the secret
agreement, said the term was two
years, after which Mr. Qosi would be
repatriated to Sudan.

In 2004, prosecutors alleged that
Mr. Qosi was one of Osama bin
Laden’s money managers, helping
run the al Qaeda front company
Taba Investments in Sudan. Mr.
Qosi was “in charge of managing
donated money from nongovern-
mental and charitable organiza-
tions,” the 2004 charges said.

The 2004 proceedings against
Mr. Qosi were halted after a federal
judge found Mr. Bush’s commission
structure unlawful. After the Su-
preme Court threw out the Bush
commissions in 2006, Congress en-
acted measures intended to bring
commissions into line with basic
fair trial standards, such as exclud-
ing statements obtained under tor-
ture or cruel, inhuman or degrading
treatment.

New charges filed against Mr.
Qosi in 2008 dropped all references
to terrorist financing, instead accus-
ing him of “serving as a bodyguard,
driver, fighter and supplier for al
Qaeda.”

In a six-page stipulation that the
government accepted as true, Mr.
Qosi, about age 50, said, “I was in
charge of the kitchen at the [Star of
Jihad] compound” near Jalalabad,
Afghanistan, and, at various times,
worked as a driver, a bodyguard and
on a mortar crew. He wrote that he
“had no foreknowledge” of the Sept.

11, 2001, terrorist attacks or al
Qaeda’s earlier attacks on U.S. em-
bassies in Kenya and Tanzania, and
the USS Cole.

While the Qosi case seems likely
to be settled quietly, the trial of To-
ronto-born Mr. Khadr may raise
some of the most difficult issues
surrounding military commissions.

Mr. Khadr’s father, Ahmed Said
Khadr, an Egyptian-born Canadian
citizen, was closely identified with
extremist Islamic causes. He became
a bin Laden confidant in the 1980s,
and in 1993 moved his family to Af-
ghanistan, where U.S. authorities
say he funneled money to al Qaeda
under cover of charity work. After
the U.S. invaded Afghanistan to top-
ple the Taliban regime in October
2001, the Khadrs scattered. Ahmed
Khadr was killed by Pakistani forces
in an October 2003 battle that also
left his youngest son paralyzed.

Omar Khadr was captured after a
July 27, 2002, firefight in the Af-
ghan village of Ab Khail. Among

other charges, the Pentagon alleges
that Mr. Khadr threw a grenade that
killed the medic.

Aside from denying the allega-
tions, Mr. Khadr’s lawyers have
challenged the entire premise of the
prosecution. They contend that Mr.
Khadr should be considered a “child
soldier” who is himself a war victim,
rather than a war criminal.

U.S. officials respond that after
World War II, several juveniles were
tried for war crimes by American or
Allied tribunals.

Last week, Mr. Khadr’s military
defense lawyer, Lt. Col. Jon Jackson,
asked the Supreme Court to stay
proceedings while he pursued an-
other challenge to the commissions
structure. Col. Jackson contends the
commissions are unconstitutional
because they subject foreign citi-
zens to a lower standard of justice
than U.S. citizens would receive if
charged with identical offenses.

The justices declined to stay pro-
ceedings.

BY JESS BRAVIN

Farrow testifies in Taylor trial
LEIDSCHENDAM, Nether-

lands—Actress Mia Farrow testified
at the war crimes trial of former
Liberian ruler Charles Taylor that
fashion model Naomi Campbell told
her she was sent a “huge diamond”
by the then-president in 1997, con-
tradicting Ms. Campbell’s evidence
last week.

The prosecution called Ms. Far-
row and Ms. Campbell’s former
agent Carole White to testify about
a gift of uncut diamonds that Mr.
Taylor allegedly gave the model at a
September 1997 party hosted by
Nelson Mandela.

Ms. Campbell told the court Fri-
day that she was given several small
stones by unknown men during the
night, but she didn’t know they
were diamonds or who sent them.

If Ms. Farrow’s account is true, it
would dent Mr. Taylor’s denials of

any involvement with trade in illicit
diamonds. The prosecution claims
Mr. Taylor traded guns to rebels in
neighboring Sierra Leone in ex-
change for uncut diamonds—known
as “blood diamonds” for their role
in financing conflicts—during the
country’s 1992-2002 civil war, which
left more than 100,000 dead.

Mr. Taylor faces 11 charges at the
Special Tribunal for Sierra Leone,
including murder, rape, sexual en-
slavement and recruiting child sol-
diers. He denies all charges.

Ms. Farrow testified that Ms.
Campbell told guests over breakfast
she had received a diamond from
Charles Taylor. “She said that in the
night she had been awakened, some
men were knocking at the door, and
they had been sent by Charles Tay-
lor, and they had given her a huge
diamond,” Ms. Farrow said.

Mr. Taylor’s chief counsel, Cour-
tenay Griffiths, said Ms. Farrow was

unlikely to accurately recall what
happened at a breakfast 13 years
ago. The defense also suggested Ms.
Farrow’s credibility was tainted by
her activism, particularly her cam-
paigns for victims of Africa’s wars.

Ms. Farrow conceded she never
saw the diamond or diamonds, and
that Ms. Campbell might not have
used the word “huge.”

Ms. White, the agent, told the
court that Mr. Taylor and her then-
client enjoyed each other’s company
at the dinner table. During the meal,
Ms. White said, Ms. Campbell spoke
to her. She “was very excited and
she told me he was going to give
her some diamonds,’’ she said.

Under cross-examination, Mr.
Griffiths challenged Ms. White’s tes-
timony. “You have a very powerful
motive for lying,’’ he said, noting
that Ms. White is suing Ms. Camp-
bell for millions of dollars over an
alleged breach of contract.

Associated Press

American actress Mia Farrow testifies at the trial of the former Liberian ruler.
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Defendant Omar Khadr, left, at his hearing Monday in the courthouse at Guantanamo Bay U.S. Naval Base in Cuba.
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Ex-soldier
completes
an Amazon
expedition

MARAPANIM, Brazil—After 859
days, thousands of kilometers and
“50,000 mosquito bites,” Ed Stafford
became the first man known to have
walked the entire length of the Ama-
zon River when the waves of the At-
lantic Ocean lapped at his feet in
northern Brazil on Monday.

“It’s unbelievable to be here!” Mr.
Stafford told the Associated Press
the moment he entered the sea. “It
proves you can do anything—even if
people say you cannot. I’ve proved
that if you want something enough,
you can do anything!”

A few hours earlier, Mr. Stafford
had collapsed at the side of the road,
just short of his destination. But
upon arrival at the Crispim
beach—and his journey’s end—Mr.
Stafford jumped into the ocean and
hugged anyone in sight.

While he says he is “no eco-war-
rior,” Mr. Stafford told the AP near
the end of his journey that he hoped
his feat would raise awareness of
destruction to the Amazon rain for-
est—but that at its heart, it was sim-
ply a grand expedition of endurance.

“The crux of it is, if this wasn’t a
selfish, boy’s-own adventure, I don’t
think it would have worked,” the 34-
year-old former British army captain
told the AP as he sat under the Bra-
zilian sun near the jungle city of
Belem. “I am simply doing it because
no one has done it before.”

There are at least six known ex-
peditions along the course of the
Amazon river, from its source high
in the Peruvian Andes across Colom-
bia and into Brazil before its waters
are dumped into the ocean 6,760 ki-
lometers away.

But those used boats to advance
their travel.

Mr. Stafford said his jour-
ney—which has cost $100,000 and is
paid for by sponsoring companies
and donations—has deepened his
understanding of the Amazon, its
role in protecting the globe against
climate change and the complex
forces that are leading to its de-
struction.

Associated Press
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Europe

n Russia reported progress in
battling wildfires that have cov-
ered a large part of the country
with smoke, even as poor air qual-
ity continued to drive residents
out of Moscow and the outlook for
the grain harvest further dimmed.
The fires covered 174,000 hectares
Monday, down by 9% from Sun-
day, the Emergency Situations
Ministry said, adding that the
number of blazes also diminished.
n Russian President Dmitry Med-
vedev, Prime Minister Vladimir
Putin and Moscow Mayor Yuri Lu-
zhkov have all come under wither-
ing criticism over their handling
of the environmental disaster.

n Poles, Czechs and Germans
struggled to clean up homes and
towns badly damaged as the wa-
ters of deadly weekend flooding
began to recede. But the swollen
rivers pushed northward, and
other towns and villages braced
for possible high waters. The
floods have killed at least 11 peo-
ple. One of the worst-hit places
was the southwestern Polish town
of Bogatynia, on the border with
the Czech Republic.
n In Germany, the situation was
most critical in the state of Sax-
ony. Hundreds of residents had to
be evacuated.

n In Germany, authorities shut
down and searched a small Ham-
burg mosque once frequented by
some of the Sept. 11 attackers.
German authorities believe the
prayer house was again being
used as a meeting point for Is-
lamic radicals. The Taiba mosque
was closed and the cultural asso-
ciation that runs it was banned,
Hamburg officials said.

n Germany’s export sector contin-
ued to pull the country out of the
economic doldrums in June, offi-
cial data showed. Exports rose
3.8% in calendar- and seasonally
adjusted terms to a preliminary
estimate of €86.5 billion ($114 bil-
lion), only €2.2 billion behind the
record high level registered in Oc-
tober 2008, during the most acute
phase of the financial crisis.

n U.K. house prices fell in July
for the first time in a year as the
number of new properties for sale
outpaced demand from more cau-
tious buyers and further price de-
clines look likely over the coming
three months, the Royal Institu-
tion of Chartered Surveyors said.

n In The Hague, Mia Farrow tes-
tified that model Naomi Campbell
told her she had been sent a
“huge diamond” by former
Liberian President Charles Taylor,
directly contradicting Campbell’s
testimony last week at Taylor’s
war crimes trial. Campbell had
said that she got some “dirty-
looking stones” from an unknown
party. Farrow’s account would
dent Taylor’s denials of any in-
volvement with the trade in illicit
gems known as blood dia-
monds—stones used to fuel wars.

i i i

U.S.

n Personal income took a hit in
most of the U.S. last year with the
only gains coming from govern-
ment support, according to new
data from the Commerce Depart-
ment. Even though prices declined
last year—down 0.2% from a year
earlier—incomes fell even more.
On average, personal income

dropped 1.8% in 2009, following a
2.7% increase in 2007.

n The White House is pushing a
plan aimed at helping an addi-
tional eight million young adults
earn college degrees in the next
decade.

n A U.S. military judge ordered
that a plea agreement capping the
sentence of Ibrahim Ahmed Mah-
moud al-Qosi—an Osama bin
Laden aide—be sealed, shrouding
in secrecy the first Guantanamo
conviction under President Barack
Obama.

n The Defense Department plans
to shed one of its 10 major mili-
tary commands as Defense Secre-
tary Robert Gates tries to pare bil-
lions from the Pentagon budget.

n The House ethics committee
announced three counts of alleged
ethics violations against Democrat
Maxine Waters, further damaging
the Democrats’ prospects and em-
boldening Republicans as the two
parties head into congressional
elections in November.

n West Virginia’s mine-safety
program chief Ron Wooten said
tests of methane monitors taken
from the scene of the worst U.S.
coal-mining disaster in decades
show the safety devices hadn’t
been tampered with prior to the
explosion.

i i i

Americas

n Ed Stafford became the first
man known to have walked the
entire length of the Amazon river
when he reached the Crispim
beach in northern Brazil. Stafford
began his walk on April 2, 2008,
on the southern coast of Peru.

i i i

Asia

n A group of human rights orga-
nizations is pressing WikiLeaks to
do a better job of redacting names
from thousands of war documents
it is publishing, the latest sign of
mounting criticism that the Web
site’s actions could jeopardize the
safety of Afghans who aided the
U.S. military. A letter from human-
rights groups sparked a tense ex-
change in which WikiLeaks
founder Julian Assange issued a
tart challenge for the groups to
help with the task of removing
names from the documents.

n In Afghanistan, more than 20
Afghan soldiers have been taken
hostage by the Taliban, who
wanted to exchange the troops for
militants held in government pris-
ons, a Western official and insur-
gents said.

n China’s exports grew unexpect-
edly fast in June—but trade data
for July, due out Tuesday, are ex-
pected to show a significant slow-
down. The weaker export growth
will likely further discourage Bei-
jing from allowing the yuan to
rise quickly due to exporters’ con-
cerns that fast yuan appreciation
will further add to their burdens.

n China has ordered 2,087 compa-
nies in industries that are highly
pollutive and energy intensive, in-
cluding steel, coal, cement and
glass, to shut obsolete capacity.

n In China, rescuers dug through
mud and wreckage searching for
more than 1,100 people missing
after flash floods and landslides
struck the country’s northwest
and killed 337, one of a series of
floods across Asia that have killed
hundreds.

n In Pakistan, victims railed
against the government’s anemic
relief effort for the estimated 13
million affected by the country’s
worst-ever floods, while rescuers
in mountainous Indian-controlled
Kashmir raced to rescue dozens of
stranded foreign trekkers and find
500 people still missing in flash
floods that have killed 140.

n Japan’s current account surplus
unexpectedly fell in June as for-
eign bond yields dropped and div-
idends from domestic companies’
overseas subsidiaries slid, sug-
gesting that slower growth over-
seas is already starting to weigh
on the country’s economy.

n North Korea fired about 110
rounds of artillery near its dis-
puted sea border with South Ko-
rea, the South’s military said,
amid high tension over the deadly
sinking of a South Korean warship
blamed on North Korea. The firing
came shortly after South Korea
ended a five-day naval drill off the
west coast that the North called a
rehearsal for an invasion.

n Indonesian police arrested 71-
year-old Abu Bakar Bashir, the
country’s best-known radical Is-
lamic cleric, marking the latest ef-
fort by authorities to halt the
spread of new terrorist networks
in Southeast Asia.

n A Malaysian judge rejected op-
position leader Anwar Ibrahim’s
bid to force the man who accused
him of sodomy to testify whether
he had an affair with a female
prosecutor in the continuing trial.

n The Philippines is considering
taking private the commercial op-
erations of state-owned Pagcor,
which also regulates casinos in
the country.

i i i

Middle East

n Israel’s Prime Minister Benja-
min Netanyahu defended the
deadly raid of a Gaza aid flotilla in
testimony before an Israeli com-
mission investigating the incident,
saying Turkey had rebuffed Is-
rael’s high-level diplomatic ap-
peals to call off the flotilla.

n Rafael Rafram Chaddad, an Is-
raeli photographer jailed by Libya
for five months returned home af-
ter an Austrian tycoon brokered a
deal for his freedom that involved
the delivery of 20 prefabricated
homes from a Libyan charity to
the Gaza Strip.

i i i

Africa

n Rwanda’s President Paul Kag-
ame was sailing to re-election in a
vote that would secure his second
seven-year term and allow him to
stamp his identity on a country
with grand economic ambitions,
but one that is still struggling to
turn the chapter on the 1994
genocide.

n The Sudanese government said
it is suspending its broadcasting
license for the BBC Arabic radio
service because of alleged agree-
ment violations by the British me-
dia giant. The government said
that a BBC crew smuggled satel-
lite equipment for live transmis-
sion into Sudan and began work-
ing in south Sudan without
government approval.

WORLD WATCH

WSJ.com
To read more about these items,
and for all the latest breaking
news, go to WSJ.com/World

Shipping around two of India’s biggest ports has been blocked after an accident in the busy Mumbai sea lane left a cargo ship listing dangerously, dumping
containers into the Arabian Sea. The M.S.C. Chitra and M.V. Khalijia III collided off the Mumbai coast Saturday, causing the fully loaded Chitra to run aground and
start tilting at a 75 degree angle. Authorities have started trying to round up the floating containers and have told fishermen to stop fishing in the area.

Reuters

Collision blocks lanes at two of India’s biggest ports



4 THE WALL STREET JOURNAL. Tuesday, August 10, 2010

EUROPE NEWS

German exports show surge
FRANKFURT—German exports

surged in June, confirming a revival
in Europe’s largest economy after a
severe recession and, until recently,
a sluggish recovery.

Germany posted strong growth
last quarter but the extent of the re-
bound wasn’t clear until the release
of the latest trade data, which
showed a 3.8% rise in exports from
May and a €14.1 billion ($18.78 bil-
lion) trade surplus.

Monday’s numbers—which come
on the heels of steady declines in
unemployment and surging indus-
trial orders—point to second-quar-
ter growth in Germany of at least
5%, at an annualized rate. Growth
could even approach 7%, some fore-
casters say, which would be among
the fastest paces since German re-
unification.

German exports are almost back
to prerecession levels. A steep drop
in global trade at the end of 2008
and early 2009 hammered its ex-
port-dependent economy during the
recession, with GDP falling nearly
7% from its peak in early 2008. The
recovery has been quite mild so far
due in part to the end of a car-
scrapping program last summer and
a harsh winter that delayed con-
struction projects. In the fourth
quarter of 2009 and this year’s first
quarter, Germany grew at rates be-
low 1%.

The second-quarter surge “is a
combination of catching up after the
winter, then there’s the strong de-

mand for German manufacturing
and a stabilization of private con-
sumption,” says Carsten Brzeski,
economist at ING Bank.

The EU releases second-quarter
euro zone GDP figures on Friday.
The 16-nation region grew around
3%, at an annualized rate, according
to private-sector forecasts, thanks
largely to Germany, which likely
contributed more than one-third of
the region’s growth. If the forecasts
prove accurate, EU growth will have
exceeded that of the U.S. for this
first time since the global recovery
began last year. The U.S. economy
advanced 2.4% last quarter.

“I think that after having been
extremely negative about Europe
and extremely positive about the

United States, we are now observing
some kind of swing in the other di-
rection,” European Central Bank
President Jean-Claude Trichet said
last week.

The euro zone, and Germany in
particular, rebounded last quarter
despite the most severe fiscal crisis
since the euro’s creation in 1999. In-
vestors questioned whether in-
debted countries such as Greece
would be able to pay back debts,
threatening the monetary union.

Euro-zone governments and the
IMF in May committed nearly $1
trillion toward a loan facility to pro-
tect Greece, Portugal and Ireland,
while the ECB for the first time
bought the government debt of
those countries. The purchases,
which amounted to €16.5 billion
during the program’s first week at
the height of the crisis, have slowed
amid Europe’s recovery, and totaled
just €9 million last week, the ECB
said Monday.

The German data highlight the
positive offsets of that crisis. The
falling euro, which dipped below
$1.20 before recovering recently,
made exports cheaper in global
markets. Lower interest rates in ha-
vens such as Germany reduced bor-
rowing costs for businesses.

But many other nations in Eu-
rope continue to struggle. Italy only
grew 0.4% on a quarterly basis in
the second quarter, according to fig-
ures released last week, or about
1.6% annualized. Spain grew at a
less than 1% annualized rate, accord-
ing to estimates from Spain’s cen-

tral bank. The Bank of France said
Monday it expects the euro zone’s
second-largest economy to grow at
slightly more than a 1% annual rate
in the third quarter.

“Germany’s economy is growing
far above potential, while the rest of
the euro zone is still growing far be-
low potential,” says Simon Juncker,
economist at Commerzbank.

Even though Germany has re-
gained most of the exports, and
jobs, lost during the recession, it
will take another two years before it
recoups all of the output lost during
the worst economic crisis since the
Great Depression, economists warn.

The export side of German in-
dustry has recovered rapidly, but
Germany’s frugal consumers con-
tinue to save heavily and spend
sparingly despite rising confidence.
Investment is under pressure, in
part from Germany’s successful
drive to limit the loss in employ-
ment, which saved jobs at the ex-
pense of new business spending,
economists say. German industries
“made a decision to hoard labor, so
they did that at the expense of capi-
tal spending,” says Greg Fuzesi,
economist at JPMorgan Chase.

Despite the export revival, win-
ning back bragging rights as the
world’s biggest exporter, which Ger-
many lost to China last year, ap-
pears out of reach. Chinese exports
should swell 18% this year, Ger-
many’s Industry and Trade Associa-
tion said, outpacing Germany’s 11%.

—Andrea Thomas
contributed to this article.

BY BRIAN BLACKSTONE

A container ship in Hamburg’s port. German exports are almost back to prerecession levels, partly thanks to strong demand for German-manufactured goods.

House prices in Britain slipped in July
LONDON—U.K. house prices fell

in July for the first time in a year as
the number of new properties for
sale outpaced demand from cautious
buyers, and further price declines
look likely over the coming three
months, the Royal Institution of
Chartered Surveyors said Tuesday.

A separate survey of retail sales
by the British Retail Consortium
added another pessimistic note:
Sales volumes grew at a slower pace
in July than in June. The BRC at-
tributed the slowdown to uncer-
tainty over job security in the wake
of the recently announced govern-
ment spending cuts, which weighed
on sales of larger-ticket items.

The RICS survey showed that, in

seasonally adjusted terms, the pro-
portion of surveyors reporting a fall
in house prices exceeded the pro-
portion reporting a rise, resulting in
a balance of minus 8 percentage
points in July. That was the first
negative balance since July 2009
and compared with a revised bal-
ance of plus 8 in June. The RICS
originally reported the June balance
was plus 9.

“The fall in the RICS house-price
measure is broadly consistent with
most other recent data that has
been released,” said RICS spokes-
man Jeremy Leaf. While surveyors
predict the softer pricing trend will
continue, he said, “agents are still
generally optimistic about sales ac-
tivity which should benefit from
more realistic pricing of properties.”

The survey is in line with other
measures showing a slowdown in
price growth and activity. The more
forward-looking aspects of the sur-
vey suggest the unexpected prop-
erty-price recovery that began in
the second half of 2009 is running
out of steam, in part because of
fears over job security.

Those fears played out in the re-
tail sector, too, BRC said Tuesday.
Total sales in all stores rose 2.6% on
the year in July, down from a 3.4%
increase in June. Like-for-like sales
were weaker still, rising just 0.5% in
July after June’s 1.2% gain.

“Talk of public spending cuts is
unsettling customers and they are
concentrating on essentials,” said
Stephen Robertson, director general
of the BRC.

BY ILONA BILLINGTON

Growth engine
German exports, year-to-year
percentage change

Source: Germany’s Federal Statistics Office
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Official
floats idea
of pushing
pan-EU tax

The European Union executive is
preparing proposals for an EU-wide
tax that could fall on bank transac-
tions or air travel, a senior official
said Monday, prompting immediate
opposition from Berlin.

With European governments un-
der financial pressure, officials in
Brussels are looking for alternatives
to finance a growing EU budget, the
vast majority of which goes to sub-
sidize farming and fund structural
projects such as road building, while
4% pays for the EU’s civil service in
Brussels.

Janusz Lewandowski, the Euro-
pean Union’s commissioner in
charge of the €140 billion ($186 bil-
lion) budget, said Monday that he
would outline in September how a
new EU tax might look.

“There are various options that
would not affect the finance minis-
tries and have a link to European
policy like a financial transaction
tax, CO2-emission auctions and an
aviation scheme,” Mr. Lewandowski
told Financial Times Deutschland.

“A transaction tax can bring in a
big amount of money,” he said. “The
others will only contribute a smaller
part to the €140 billion a year we
are spending.”

Within hours of Mr. Lewan-
dowski’s remarks being published,
the German government had criti-
cized the idea.

“The demand to introduce an EU
tax contravenes the position under-
lined by the [German] government
in its coalition agreement,” a
spokesman for the German finance
ministry said. “The government’s
reservations are about the instru-
ment of an EU tax as such,” he said.

A spokesman for Mr. Lewan-
dowski said the commissioner was
about to embark on a tour of Eu-
rope’s capitals to talk to leaders in
Rome, Paris and London about the
plans, adding that he would be “sur-
prised” if anyone objected.

Asked what specific revenue-
raising measures could be included
in the European Commission’s pro-
posals, which are to be presented on
Sept. 21 or 28, the spokesman was
noncommittal.

“Anything that relates to the
budget in terms of income, and also
spending, will have to be in there,”
spokesman Patrizio Fiorilli told a
news conference on Monday, ex-
plaining Mr. Lewandowski’s re-
marks. “The Commission must pres-
ent a proposal that is as concrete as
possible and the climate now is to
try and reduce member states’ con-
tributions, that is it.”

Karel Lannoo of the Centre for
European Policy Studies, a Brussels
think tank, said now wasn’t a good
time to introduce a new tax. “Many
member states are going through
drastic spending cuts,” Mr. Lannoo
said. “For any EU tax to be intro-
duced you would need to address all
the different ways European coun-
tries raise revenue. This is a can of
worms and this is not an opportune
moment to open it.”

Repeated past attempts to craft
a tax for all the bloc’s 27 countries
have failed because many politicians
believe it would surrender too much
power to Brussels.

Reuters

Agence France-Presse/Getty Images
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Rogue tailor gets Savile Row (law)suit

I N THE buttoned-down world of
Savile Row, Matthew Farnes is
an awkward fit. The 35-year-

old Mr. Farnes calls himself a
Savile Row tailor even though his
workshop is in his house outside
London, far from the city’s famous
district of custom suitmakers that
has grown up around the street.
Traditional Savile Row tailors re-
quire precise customer fittings in
their shops; Mr. Farnes makes
house calls. In a world governed
by discretion, Mr. Farnes courts
attention with a blog, “The Savile
Row Artisan,” where he touts his
creations and offers fashion tips,
like which jackets go well with
jeans.

But what really riles Savile
Row about Mr. Farnes is that he
was once one of them—but now
has gone rogue. A star fabric cut-
ter at the 321-year-old tailor Ede
& Ravenscroft, Mr. Farnes quit his
job nine months ago and set up
his own business aiming to mod-
ernize the tradition-bound world
of “bespoke” suits with younger
clients, new styles and lower
prices. Today, his suits start at
about £2,000 ($3,180) for a basic,
hand-made suit—about £1,000 less
than his former employers.

“I want to break down the bar-
riers around Savile Row,” said Mr.
Farnes, a third-generation fabric
cutter. That puts him at the heart
of a cultural battle.

Ede & Ravenscroft, whose cli-
ents include Queen Elizabeth II
and Prince Charles, sued Mr.
Farnes for breach of employment
contract, including allegedly mak-
ing suits for a rugby team behind
his employer’s back, taking client
data and soliciting its customers
to his new business. Mr. Farnes
declined to comment on the com-
plaint.

Both the old and new schools
have sharpened their scissors for
the fight. Mr. Farnes and other
new competitors call the estab-
lished houses “stilted” and “old-
fashioned.” The old-guard tailors
say Mr. Farnes and other “so-
called Savile Row tailor-types” are
simply riding the coattails of the
Row’s hard-won prestige.

“People are now beginning to
muscle in on our reputation, and
they don’t contribute anything to
Savile Row, or the future of our
trade,” said Angus Cundey, chair-
man of Henry Poole & Co., which
was established in 1806, and
whose clients have included Win-
ston Churchill and Charles de
Gaulle. “It’s a tragedy, really.”

Through its lawyer, Ede & Ra-
venscroft said it “supports the
growing diversity and vitality of
Savile Row tailoring and the open-
ing of new businesses” but that it
was advised not to comment on
the “unfortunate” proceedings
against Mr. Farnes.

To combat the threat posed by
newcomers, the traditional deni-
zens of Savile Row have banded
together. Their association, called
Savile Row Bespoke, is the first of
its kind in the local industry’s sev-
eral-hundred-year history. They
trade-marked the words “Savile
Row Bespoke,” and are in the pro-
cess of creating labels for suits
that meet certain standards—not
unlike labels for Florida oranges
or Swiss-made watches.

Suits made by hand on Savile
Row can take eight to 10 weeks to

make and involve multiple work-
ers: a cutter; an undercutter; a
coatmaker; a trousermaker; a
vestmaker; a coat finisher; a trou-
ser finisher; a presser; “and
someone to sew buttons on,” said
Patrick Grant, director of Savile
Row tailoring house Norton &
Sons. The finished suits start
around £3,000 to £5,000 but can
go much higher, depending on fab-
ric and details.

“The results are beyond any-
thing you can achieve with any
other method,” he said.

One goal of the association:
protect use of the word “bespoke.”
That issue came to the fore about
two years ago when London-based
Sartoriani Ltd. opened an office on
Savile Row and began hawking
suits that were cut from one of
several standard patterns, made in
Germany, and can have just one
fitting. Its advertising used the
word “bespoke.”

That galled the Savile Row
group, which fired off a complaint
to the U.K.’s Advertising Standards
Authority. It alleged that the suits
Sartoriani was producing weren’t
“bespoke” but “ready-to-wear.”
Tailors say the word “bespoke”
originates from a piece of cloth in
a shop being “spoken for” by a
customer.

“Bespoke is a fully handmade
suit with the pattern cut from
scratch,” said Mark Henderson,
chairman of the Savile Row Be-
spoke association.

“All modern dictionaries define
[bespoke] as made to order and
only old-fashioned Savile Row tai-
lors could possibly interpret it in
any other way,” Sartoriani shot
back in the adjudication. The
agency sided with Sartoriani. Mr.
Cundey, of tailor Henry Poole,
called the outcome “grossly un-
fair.”

After the ruling, Savile Row
suffered further incursions. Moss
Brothers Ltd., launched a bespoke
line this year (with the ad “Go for
Bespoke!”) that allows clients to
choose details like lining color and
buttons. The suits are made in
China from three cuts, and cost as
little as £250.

“It’s a very accessible product.
You can even book your appoint-
ment online, and you can’t do that
on Savile Row,” said a Moss Broth-
ers spokesman.

But the established tailors say
“bespoke” used for even semi-cus-
tom suits corrupts the word. They
say such products don’t allow for
a hallmark of the bespoke tradi-
tion: the relationship between cli-
ent and tailor, which can some-
times last decades.

“There’s a certain level of inti-
macy, inevitably,” said James
Sherwood, a long-time customer
of Ede & Ravenscroft and author

of the forthcoming book “Savile
Row: The Master Tailors of British
Bespoke.” “I mean, a tailor is the
one person other than the man’s
wife or mistress who will regu-
larly see him in his boxers,” he
said.

The Savile Row association has
formalized a tailor apprenticeship
program, creating an official di-
ploma that takes anywhere from
three to 10 years to earn and re-
quires mastery of areas like lapel-
padding and buttonhole-making.
In July, the first class of 15 ap-
prentices—including seven
women—graduated at a ceremony

in a 12th-century guild hall on
Threadneedle Street.

“It was a very relaxed
evening,” said Mr. Henderson. Al-
though, he added, “most everyone
was in a suit.”

Mr. Farnes, meanwhile, says he
makes “a true bespoke product.”
He tried to base himself in the
Savile Row district, but says his
landlord asked him to leave when
Savile Row became abuzz with
news of Ede & Ravenscroft’s com-
plaint against him. His landlord
said Mr. Farnes left of his own vo-
lition.

While he declines to comment
on the complaint, Mr. Farnes
draws the line at reports in the
British media that he made off
with personal data on some of
Britain’s royals.

Says Mr. Farnes: “Those com-
ments about the Queen’s inside
leg measurements...I’ve never even
met her.”

BY SARA SCHAEFER MUÑOZ
London

G
ar

et
h

Ph
ill

ip
s

fo
r

Th
e

W
al

lS
tr

ee
t

Jo
ur

na
l(

2)

Matthew Farnes, left, has upset
traditional Savile Row tailors like
Simon Cundey and Philip Parker of
Henry Poole, above, who say Mr.
Farnes’s work isn’t truly ‘bespoke.’
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Russia sees an end to fires in a week
MOSCOW—Russia reported prog-

ress in battling wildfires that have
covered a large part of the country
with smoke, even as poor air quality
continued to drive residents out of
Moscow and the outlook for the
grain harvest further dimmed.

The fires covered 174,000 hect-
ares Monday, down by 9% from Sun-
day, the Emergency Situations Min-
istry said, adding that the number
of blazes also diminished. Fires
were extinguished or contained in
five regions of European Russia, it
said.

In this Russian summer of ex-
treme heat and drought, firefighters
have reported such gains before but
have been unable to sustain them.
The area on fire has fluctuated since
late July, with as many as 400 new
fires erupting on some days.

Nonetheless, Emergency Situa-
tions Minister Sergei Shoigu said
the Moscow region could be free of
fires within a week.

A thick, malodorous smoke blan-
keted Moscow much of Monday, and
temperatures hit 35 degrees Celsius
in the city. Road traffic, usually
rated among the world’s worst, was
extremely light after many residents
fled the city and others worked
from home.

The U.S. Embassy in Moscow
halted visa operations, although
other functions continued, it said in
a statement.

Most residents of Moscow lack
air conditioning at home, and those
who also lack comfortable work
places or ways to escape the city
have suffered most from the heat
and smog.

On Sunday, Moscow authorities
announced that residents seeking
relief could cool off and breathe

easy at any of the city’s 123 commu-
nity social-services centers— at
least during the day.

The air-conditioned centers tra-
ditionally offer free lunch and recre-
ational activities for the poor, the
elderly and the ailing who drop by
during daytime hours. The televised
announcement said they would be-
come “antismog centers” for other
Muscovites as well.

“Some people are feeling trapped
and claustrophobic at home,” said
Tatyana Smirnova, deputy director
of the center in the city’s Basmanny
district. “Here they can get their
breath back and be among neigh-
bors who are suffering as they are.”

At one center near downtown
Moscow, the 30 or so new visitors
felt little relief. One of its two air
conditioners wasn’t working; the

new visitors had left by early after-
noon.

Many of those drawn to the cen-
ters by the announcement, like Na-
dezhda Tikhovna, were retired and
living alone in hot, polluted apart-
ments.

Ms. Tikhovna, a 55-year-old for-
mer office worker, said she has felt
headaches and nausea for more than
a week and has spent much of that

time visiting doctors, without any
improvement. On Monday she de-
cided instead to check in at the Bas-
manny center. She sat in a cool con-
ference room, where the staff
served water, tea and snacks until
closing time at 8 p.m.

The death rate in the capital has
risen to about twice as high as nor-
mal in recent days, officials said
Monday. Last month, nearly 50%
more Muscovites died than a year
earlier, city officials said. It wasn’t
immediately clear whether authori-
ties could conclusively link the heat
and smoke to the higher death rate.

Fires near a nuclear research fa-
cility in the city of Sarov were
slowly contained, battled by 3,717
people, the Emergency Situations
Ministry said. Blazes in the Tatar-
stan, Vladimir, Mordovia, Lipetsk
and Belgorod regions were fully un-
der control, the officials said.

Mr. Shoigu, the minister, called
for the creation of an organized vol-
unteer firefighter corps similar to
those of the U.S. and European
countries.

Russian authorities have ac-
knowledged that the 10,000 profes-
sional firefighters battling the
blazes are not enough. But many of
the thousands of citizens who have
volunteered to help lack training
and say they have had difficulty get-
ting information on how to sign up.

The country’s abnormally high
temperatures and drought have also
wreaked havoc on grain crops, lead-
ing to an export ban that has
boosted world prices.

Prime Minister Vladimir Putin
said Monday Russia will likely har-
vest 60 million to 65 million metric
tons of grain, down from a prior es-
timate of 70 million to 75 million
tons.

—Jacob Gronholt-Pedersen
contributed to this report.

BY WILLIAM MAULDIN
AND RICHARD BOUDREAUX
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1 Kolomna
A naval aviation depot was destroyed by
fires in an incident that Russia’s Defense
Ministry initially denied. President
Dmitry Medvedev fired five navy
officials after the fire. Peat fires in the
Moscow region have blanketed the
capital with smoke, leading residents to
flee.

2 Sarov
Russian soldiers have dug an
8-kilometer-long canal in Sarov, a city
350 kilometers east of Moscow, to
protect a nuclear arms site from forest
fires. The Sarov plant produced the first
Soviet nuclear bomb in 1949 and is still
Russia’s main nuclear production facility.

3 Nizhny Novgorod and
surrounding region
Already suffering from extreme drought
affecting grain crops, the Nizhny
Novgorod region is battling 77 wildfires
that have killed 22 people, or nearly half
of Russia's total death toll from the
fires.

4 Mari El
As Mr. Medvedev traveled to the Volga
River republic on Monday to discuss the
drought and other topics, 1,200
firefighters battled stubborn blazes,
including one covering 8,040 hectares.

Inferno | Fires have hit a wide swath of Russia and neighboring countries

5 St. Petersburg
So many Muscovites traveled to the
‘northern capital’ to seek relief that
Russia's railways added an additional
train to St. Petersburg on Friday
because of problems at airports.

European space goals come back to earth
Shrinking budgets and national

rivalries increasingly are undermin-
ing European space programs, even
as the U.S. seeks expanded partner-
ships for future manned exploration
efforts.

Debates over financial commit-
ments for space projects by individ-
ual countries—and the number of
jobs they expect in return—have in-
tensified as a result of the region’s
economic woes. Some governments
are considering slashing next year’s
contributions to the European Space
Agency by 20% or more, while It-
aly’s top space official last month
stressed that economics and return
on investment are now primary fac-
tors in determining national funding
levels.

Jean-Jacques Dordain, ESA’s di-
rector-general, predicts it could take
the European Union until 2014 to
substantially reorient its space pri-
orities. “There are some economic
difficulties in all of our” participat-
ing countries, Mr. Dordain said in an
interview last month, so Europe
won’t be able to fully respond to
Washington’s invitation to step up
cooperative ventures until national
budgets stabilize.

The lack of momentum is a dra-
matic shift from the situation two
years ago, when politicians and se-
nior executives at major European
aerospace companies expressed con-

fidence that the region was on the
verge of establishing a strong, uni-
fied and ambitious space program.

Underscoring the importance of
scientific, military and possibly
manned European missions, the EU
for the first time explicitly linked
space efforts to broader diplomatic
and foreign-policy goals. Starting in
2008, the new aim was to launch
Europe on a trajectory to become an
equal partner with Washington and
Moscow across the full range of
space endeavors.

Since then, China, India and
other countries have ratcheted up

their own space ambitions.
But many European initiatives

appear to be faltering, according to
industry officials and analysts, due
to a lack of will by the region’s po-
litical leaders, and budget problems
squeezing a wide array of govern-
ment programs.

Europe is estimated to spend
less than $9 billion a year on civil-
ian space projects. Roughly half
goes to programs overseen by ESA,
while the rest is spent on space pro-
grams run by individual countries.
But the total is only a fraction of
U.S. civilian and military space ex-

penditures.
So far, critics contend Europe

has failed to come up with a consen-
sus around a coherent, long-term
exploration plan.

“I am sorry to say there is no
visible and clearly articulated strat-
egy,” Francois Auque, who runs
space businesses for European
Aeronautic Defence & Space Co.,
the region’s largest aerospace com-
pany, said in an interview last
month. “Space exploration is quite
low in the European priorities.”

In Britain, for example, where a
new space agency opened its doors
in April, industry officials had
hoped to parlay that into increased
government funding. “We can make
the cake much bigger, and everyone
gets a bigger slice,” according to
Keith Mason, chairman of a govern-
ment advisory board, who has advo-
cated job growth in the sector.

But David Willetts, U.K. minister
for universities and science, made it
clear that public spending isn’t go-
ing up. During a panel discussion at
the Farnborough International Air-
show in July, Mr. Willetts said he
couldn’t support such a move be-
cause the government’s “fiscal posi-
tion is very tight” and other parts of
his department are being asked for
25% cuts in spending.

Unlike in the U.S, European
space officials are trying to save
money by pushing the concept of
combined satellite fleets providing

various services—including moni-
toring orbiting debris—to both civil-
ian and military users.

Separately, Europe is pressing
ahead with construction of more
than two dozen civilian earth-obser-
vation and environmental-monitor-
ing satellites, the largest part of the
space agency’s budget.

Mr. Dordain also said there is
strong U.S.-European agreement in
at least one promising arena: poten-
tial robotic missions deep into the
solar system. “We have decided to
use any opportunity to go to Mars
together,” he said.

But work on a new, pan-Euro-
pean spacecraft able to carry cargo
and possibly crews to the interna-
tional space station is inching along.

In addition, Mr. Auque pointed to
what he described as a stalemate
over designing a next-generation
European heavy-lift rocket. The gov-
ernments of Italy, France and Ger-
many—which would bear the largest
cost—haven’t agreed on a “concrete
budget” despite years of debate and
don’t appear to have “the impetus
or the stamina” to finish the job, ac-
cording to Mr. Auque.

Mr. Dordain disagrees, counter-
ing that work on the proposed new
rocket is “a big development” that
needs more technical and political
debate. Yet officials at his agency
worry about spending increases
necessary to keep the international
space station going past 2020.

BY ANDY PASZTOR

European Space Agency astronaut Christer Fuglesang does construction and
maintenance work during a spacewalk outside the International Space Station
in September.
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It has been only a month
since the World Cup ended, yet
a number of international sides
are back in action this week.
England play Hungary at
Wembley on Wednesday, just a
few days before the English
Premier League gets underway.

Fabio Capello has publicly
apologized for his side’s abject
performances in South Africa
and has responded with
wholesale squad changes for
this friendly. Arsenal midfielder
Jack Wilshere has earned a call-
up alongside club colleague
Kieran Gibbs as the manager
looks to instill a youthful spine
to the side, while Paul Robinson
and Wes Brown have
announced their retirements
from the national team.

England is a best priced 1/3
with Boylesports and should be
backed to beat Hungary. Frank
Lampard will be keen to give
the England fans something to
cheer about and had a run-out
at Wembley in the Community
Shield last weekend—he looks
good value to score first at
13/2 with Bet365.

Spanish manager Vincente
del Bosque has named a
particularly strong squad,
featuring no less than seven
Barcelona players, as his team
prepares to take on Mexico.

In six previous meetings
between the sides Mexico has
been outscored eight goals to
two and is yet to record a
victory. The side has a sound
record at Mexico City’s Estadio
Azteca, the venue for
Wednesday’s match, but Spain
was deservedly crowned world
champion. Take the 11/10 with
Bet365, Boylesports and Bodog
for a Spanish victory.

Tip of the day

4

Source: Aston Villa FC
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London to host NBA double-header
LONDON—The National Basket-

ball Association (NBA) is set to
stage its first regular-season games
in Europe in an effort to globalize
the sport, the league’s Commis-
sioner, David Stern, said Monday.

The New Jersey Nets and To-
ronto Raptors will take part in back-
to-back games at the O2 Arena in
London on March 4 and 5 next year
as the NBA fulfils a commitment to
schedule regular-season games in
the U.K. ahead of the 2012 Olympics
in the English capital.

“This is the next step in the pro-

gression leading up to the London
Olympics,” said Mr. Stern, adding
that the games will provide the
league “an excellent opportunity for
its continued growth in London and
Europe.”

Tickets to see the Atlantic Divi-
sion rivals will be available on Sep-
tember 1. The games will see the To-
ronto Raptors first visit to the
U.K.—the New Jersey Nets played in
London in 2008 against the Miami
Heat.

Mr. Stern wouldn’t commit to
making regular-season games in
London an annual event, but said
Europe represented a great source

of revenue. “Europe is a particularly
fertile place,” he said.

The commissioner conceded the
NBA was facing tougher economic
conditions.

“Our revenues are robust [but]
it’s taking more expense and effort
to produce them than it has histori-
cally,” he said.

While this is the NBA’s first reg-
ular-season trip to Europe, it is not
the first time the league has sched-
uled competitive matches overseas.
In 1990 the Phoenix Suns and Utah
Jazz played the opening two games
of the season in Tokyo as part of
the NBA Japan Games.

BY JAVIER ESPINOZA

Blanc begins healing process
New France coach faces massive task to rebuild national team’s image after World Cup exit

PARIS—Challenged with reviving
the fortunes of France’s national
soccer team, new coach Laurent
Blanc has come up with a novel so-
lution: Ditch most of the country’s
best players.

France plays Norway on Wednes-
day in a friendly, or exhibition,
game—the first match in charge for
Mr. Blanc, and France’s first game
since its dismal campaign at the
World Cup in South Africa. There,
not only did France flop on the
field, getting knocked out in the
group stage; but the players embar-
rassed the nation by going on strike,
becoming a “caricature of France,”
according to the country’s foreign
minister.

Last week Mr. Blanc announced a
22-man squad for Wednesday ex-
cluding all the players that traveled
to South Africa for the World Cup.
His reasoning appeared to be that
an undisciplined team of star play-
ers would be worse than a disci-
plined team of lesser talents.

“It put down a marker,” said
Stephen Baines, a senior lecturer in
sports management at London Met-
ropolitan University. “He is now in
charge and he is not prepared to
tolerate the behavior and actions
that happened in South Africa.”

The recent problems of “Les
Bleus” follow a decade when they
have enjoyed elevated status in
France. Although France sometimes
struggles with its multi-cultural
identity, its soccer team showed a
bright, successful image of France’s
changing society. For years more
than half the team came from immi-
grant backgrounds—such as Zined-
ine Zidane, whose family came from
Algeria, and Thierry Henry whose
parents immigrated from the French
Antilles in the Caribbean. France
won the World Cup in 1998, became
European champion in 2000, and
reached the World Cup final in
2006.

But the mood surrounding the
team soured in South Africa. Striker
Nicolas Anelka was said to have in-
sulted the coach, and when he was
sent home as a punishment, the rest
of the squad refused to train.

Le Parisien, a newspaper, de-
scribed this strike as “The appalling
mutiny,” while France Soir called
the team “deserters.” Sponsors, in-
cluding French bank Crédit Agricole,
said they had decided immediately
to withdraw advertising in which
their names were associated with
Les Bleus. Even the politicians piled
on. Sports minister Roselyne Bache-
lot told the national assembly that

the players were “immature bullies”
or “frightened kids.”

Some players thought they saw
thinly-veiled racism in some of the
criticism. On the day Mr. Blanc an-
nounced his squad, an interview
with Mr. Anelka appeared in France
Soir, in which he said France had
enjoyed its multi-ethnic soccer play-
ers when the team was scoring
goals and winning the World Cup.
But, “when things go wrong, then
people come back to talking about
the black immigrants,” he said. “Ar-
abs, housing-project Muslims, even
if we aren’t.”

Mr. Blanc, 44, who speaks softly
and projects a calm authority, wants
to move beyond all this. A member
of the 1998 squad that won the
World Cup, he has had a distin-
guished playing career at top clubs
such as Manchester United, FC Bar-
celona and Inter Milan. He coached
FC Girondins de Bordeaux in the
French league from 2007 till 2010,
winning the championship in 2009.

His next big task is to make
France qualify for the 2012 Euro-
pean Championship: The first game
of this campaign kicks off on Sept. 3
against Belarus. He says that he will
not suspend the unruly World Cup
squad beyond his first game, mean-
ing that he is suspending them for
Wednesday’s game.

“We cannot erase what happened
in South Africa,” Mr. Blanc told a
press conference last Thursday. “It’s
a scar we have. I became head coach
to try to meet an objective, and I
hope I will have all the resources
available to accomplish it.”

However, the French Football
Federation, the governing body of
French soccer, still hasn’t gotten
over the troubles in South Africa.
The FFF announced last Friday that
five players from the World Cup
squad, including Mr. Anelka, will
face a disciplinary committee Aug.
17 for their part in the strike.

Mr. Blanc is already making
changes that he hopes will make the

team function better. Players and
coaching staff will have a 15-minute
debriefing after each game, in a
quiet place without distractions. He
will also ask players not to go out
partying.

“I would prefer that players re-
cuperate right after a game, because
it [partying] takes its toll,” Mr.
Blanc said.

He also said he would wait to get
to know the team before naming a
captain, and that he would choose
one based on leadership and person-
ality traits, not seniority. Above all,
the captain will need to have “a col-
lective mentality,” Mr. Blanc said.

The Norway game, while only a
friendly, will be a way to give
younger players a chance to prove
themselves and give Mr. Blanc a
larger pool to choose from in future.

“Several players are celebrating
their first international selection,”
he said. “I hope they will bring with
them a lot of joy, honor and motiva-
tion to play the best they can.”

BY KIMBERLY PETERSON

Laurent Blanc’s first French squad didn’t include any of the players who traveled to South Africa.
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Some firms still struggling to hire
Despite 15 million Americans looking for work, many companies are finding it difficult to fill their vacancies

In Bloomington, Ill., machine
shop Mechanical Devices can’t find
the workers it needs to handle a
sharp jump in business. Job fairs
run by airline Emirates attract
fewer applicants in the U.S. than in
other countries. Truck-stop operator
Pilot Flying J says job postings
don’t elicit many more applicants
than they did when the unemploy-
ment rate was below 5%.

With a 9.5% jobless rate and
some 15 million Americans looking
for work, many employers are inun-
dated with applicants. But a surpris-
ing number say they are getting an
underwhelming response, and many
are having trouble filling open posi-
tions.

“This is as bad now as at the
height of business back in the
1990s,” says Dan Cunningham, chief
executive of the Long-Stanton Man-
ufacturing Co., a maker of stamped-
metal parts in West Chester, Ohio,
that has been struggling to hire a
few toolmakers. “It’s bizarre. We are
just not getting applicants.”

Employers and economists point
to several explanations. Extending
jobless benefits to 99 weeks gives
the unemployed less incentive to
search out new work. Millions of
homeowners are unable to move for
a job because the real-estate col-
lapse leaves them owing more on
their homes than they are worth.

The job market also has changed.
During the crisis, companies slashed
millions of middle-skill, middle-
wage jobs. That has created a glut
of people who can’t qualify for
highly skilled jobs but have a hard
time adjusting to low-pay, unskilled
work like the food servers that Pilot
Flying J seeks for its truck stops.

The difficulty finding workers
limits the economy’s ability to grow.
It is particularly troubling at a time
when 4.3% of the labor force has
been out of work for more than six
months—a level much higher than
after any other recession since 1948.

Some economists fear the U.S.
could end up with a permanent
caste of long-term unemployed, like
those that weigh on government
budgets in some European coun-
tries. “It is a very worrisome devel-
opment,” says Steven Davis, an
economist at the University of Chi-
cago’s Booth School of Business. “It
leads over a long period of time to
social alienation as well as economic
hardship.”

Matching people with available
jobs is always difficult after a reces-
sion as the economy remakes itself.
But Labor Department data suggest
the disconnect is particularly acute
this time around. Since the economy

bottomed out in mid-2009, the num-
ber of job openings has risen more
than twice as fast as actual hires, a
gap that didn’t appear until much
later in the last recovery. The dis-
parity is most notable in manufac-
turing, which has had among the
biggest increases in openings. But it
is also appearing in other areas,
such as business services, education
and health care.

If the job market were working
normally—that is, if openings were
getting filled as they usually
do—the U.S. should have about five
million more gainfully employed
people than it does, estimates David
Altig, research director at the Fed-
eral Reserve Bank of Atlanta. That
would correspond to an unemploy-
ment rate of 6.8%, instead of 9.5%.

Of course, many jobs remain
easy to fill. Companies offering mid-
dle-skilled jobs can be flooded with
applicants. Laquita Stribling, a se-
nior area vice president in Nashville
for staffing firm Randstad, says she
received several hundred applica-
tions for a branch manager job that
might have attracted a few dozen
candidates before the recession.

“The talent pool has swollen to
the point where it’s almost over-
whelming,” says Ms. Stribling.

But other employers with lots of
applicants say the pool of qualified
workers is small for specialized
jobs. Carolyn Henn, head of hiring
at environmental consultancy Apex
Companies, says she recently re-
ceived about 150 applications for an
industrial hygienist job paying as
much as $47,000 a year, which re-
quires special certifications and ex-
pertise to oversee projects such as
asbestos cleanups. That is about
three times the amount she received
for similar jobs before the recession.
But she says the number of qualified
applicants—about five—is less than
she got before.

“We’ve always been looking for a
needle in a haystack,” she says.
“There’s still only one needle, but
the haystack has gotten a lot bigger
than it was before.”

Longer-term trends are at play.
For one, the U.S. education system
hasn’t been producing enough peo-
ple with the highly specialized skills
that many companies, particularly
in manufacturing, require to keep
driving productivity gains. “There
are a lot of people who are unem-
ployed, but those aren’t necessarily
the people employers are looking
for,” says David Autor, an economist
at the Massachusetts Institute of
Technology.

Manufacturers of high-precision
products such as automobile and

aircraft parts are in a particularly
tough spot. Global competition
keeps them from raising wages
much. But they need workers with
the combination of math skills, intu-
ition and stamina required to oper-
ate the computer-controlled metal-
working machines that now
dominate the factory floor.

At Mechanical Devices, which
supplies parts for earthmovers and
other heavy equipment to manufac-
turers such as Caterpillar Inc., part
owner Mark Sperry says he has
been looking for $13-an-hour ma-
chinists since early this year. The
lack of workers is “the key limita-
tion to the growth of our business

and to meeting our customers’ ex-
pectations,” says Mr. Sperry. He es-
timates the company could immedi-
ately boost sales by 20% if it could
find the 40 workers it needs.

Trips to several job fairs yielded
almost nothing, so the company set
up a 10-week training program to
create its own machinists. Out of
the first group of 24 trainees, 16
made it to graduation.

Mr. Sperry sees extended jobless
benefits as one of the main culprits
behind his company’s hiring difficul-
ties. Many of the applicants he saw
at job fairs, he says, were just going
through the motions so they could
collect their unemployment checks.

Some workers agree that unem-
ployment benefits make them less
likely to take whatever job comes
along, particularly when those jobs
don’t pay much. Michael Hatchell, a
52-year-old mechanic in Lumberton,
N.C., says he turned down more
than a dozen offers during the 59
weeks he was unemployed, because
they didn’t pay more than the $450
a week he was collecting in benefits.
One auto-parts store, he says, of-
fered him $7.75 an hour, which
amounts to only $310 a week for 40

hours. “I was not going to put my-
self in a situation where I was mak-
ing that small of a wage,” says Mr.
Hatchell. He has since found a bet-
ter-paying job.

Unemployment benefits, though,
can’t explain the whole problem.
Federal Reserve researchers have
estimated that the benefits could
account for between 0.4 and 1.7 per-
centage points of the unemployment
rate. That doesn’t cover the 2.7-per-
centage-point gap between the cur-
rent jobless rate and what Mr. Al-
tig’s analysis of job openings
suggests the rate should be.

Some of the people who dropped
out of the Mechanical Devices train-
ing program aren’t collecting unem-
ployment benefits and offer other
reasons why they couldn’t or
wouldn’t do the work. Former truck
driver Troy Arnett says the prospect
of standing in front of a machine all
day was just too restricting after a
career spent making about $60,000
a year on the open road.

“I figured in these economic
times you’ve just got to bite the bul-
let, and I couldn’t do it,” says the
42-year-old Mr. Arnett. He considers
himself among the lucky ones: He
has since found a job installing rail-
road crossings that he expects will
pay about $50,000 a year.

Employers say getting people to
move for work has been especially
difficult this time. Often, that is a
function of the mortgage and credit
problems many potential employees
face. In a recent study, Fernando
Ferreira and Joseph Gyourko of the
University of Pennsylvania, together
with Joseph Tracy of the Federal
Reserve Bank of New York, found
that people who owe more on their
mortgages than their homes are
worth are about a third less mobile.

At Emirates, four cabin-crew job
fairs the airline held in Miami,
Houston, San Francisco and Seattle
attracted an average of about 50
people each, compared to a global
average of about 150 and as many as
1,000 at some events in Europe and
Asia. “I would have liked to have
seen more and would have expected
to see more,” says Rick Helliwell,
vice president of recruitment.

The jobs require little more than
a high-school diploma and fluency
in English. They include free accom-
modation and medical care, and

starting pay of about $30,000 a
year. Mr. Helliwell speculates that
Americans might be hesitant to
move to Dubai, where the jobs are
based. “Maybe they have less of an
adventurous spirit” given the uncer-
tainties they face at home, he said.

The obstacles to moving are ag-
gravated because many employers
no longer provide the same job se-
curity as in the past. Temporary
jobs, for example, have increased
21% since September 2009 as more
employers—including Mechanical
Devices—hire through staffing agen-
cies to help control health-care
costs and maintain flexibility.

David Denton, a 63-year-old
quality-control expert, recently quit
a temporary job at Mechanical De-
vices. He says the terms of employ-
ment simply weren’t attractive
enough to make him pick up stakes
and move. The one-hour commute
from his hometown of Mt. Zion, Ill.,
proved to be too burdensome, he
says, as the cost of gasoline cut into
his $15-an-hour wage.

Like a number of older workers,
Mr. Denton has decided to leave the
work force rather than accept a
lower-paying job. He plans to live on
savings until he can collect full So-
cial Security benefits at age 66. “I’m
trying to hang on the best I can.”

The disconnect between workers
and jobs could constrain the econ-
omy for some time. It makes it hard
for even small firms, which as a
group typically account for an out-
size share of job growth in a re-
bound.

Paul McNarney, owner of The
Mower Shop in Fishers, Ind., says
he has been looking for a good
lawnmower mechanic so he can
guarantee a one-week turnaround
on repairs. He received only two re-
sponses to an Internet ad he placed
a couple of months ago, even though
the job can generate income of more
than $40,000 a year. Similar ads he
placed before the recession at-
tracted more than a dozen candi-
dates, he says.

“My thought was that in a cr—
economy I could probably find
somebody good because a lot of
people were looking,” says Mr. Mc-
Narney, who has been in business
for 13 years selling everything from
simple lawnmowers to big riding
models. “I didn’t find anybody.”

BY MARK WHITEHOUSE

Troy Arnett, at home in Colfax, Ill. The former truck driver quit the training program at Mechanical Devices.
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Stuck in the middle
The recession has accelerated a
longer-term decline in middle-
skilled, middle-wage jobs.
Cumulative change in employment
since 2000, by skill level
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The U.S. education system
hasn’t been producing
enough people with the
highly specialized skills that
many companies, particularly
in manufacturing, require.
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Grey Group balances Asia expectations
Advertising and marketing

budgets in Asia are beginning to
return to something like pre-fi-
nancial crisis levels.

But with spending on the rise,
in China and India in particular,
expectations are also reaching
lofty heights—and suddenly one
of the challenges for Nirvik Singh,
chief executive officer of ad
agency Grey Group Asia-Pacific,
is to keep a lid on others’ exuber-
ance.

“In Asia, you need to marry the
optimism with caution,” he says.

Mr. Singh could have his work
cut out. Sir Martin Sorrell, CEO of
Grey Group’s parent, global adver-
tising giant WPP PLC, told report-
ers last month that China alone
will drive a third of the growth in
the world’s media market this
year. “Everybody’s saying Asia’s
growing, and you could get car-
ried away with it,” says Mr. Singh.
“The big learning [from the finan-
cial downturn] is that things can
come and whack you on the head
if you’ve not tempered the opti-
mism.”

A 21-year Grey Group veteran,
Mr. Singh now oversees a unit
with 2,000 employees across 17
countries, and clients that include
Procter & Gamble, AXA and the
Hong Kong Tourism Board. He
talked with Duncan Mavin in Hong
Kong. The following interview has
been edited:

WSJ: How is digital affecting your
business?
Mr. Singh: The blogosphere is be-
coming more important to mar-
keters. Consumers are talking to
other consumers and making up
their minds on the Internet. I
think the big challenge in Asia is
going to be what really is digital.
Between India and China you are
going to have several hundred
million handphones which will
technically be digital. I think the
way consumers will consume en-
tertainment or advertising or in-

teract with their banks will be on
a smartphone.

WSJ: How do you manage your
global head office’s expectations
for Asia?
Mr. Singh: Given the sort of news
that is coming out of China con-
stantly about GDP growth num-
bers—and in India and Indonesia
and the Philippines and Viet-
nam—it is fair to say people
should look for growth in these
markets. But that growth is a
function of different companies
and industries. We’re seeing a lot
of growth in all our 17 markets in
Asia. Also there’s this strange
thing in Asia: When the world is
down, then we’re down and dead.
But when the world is up there’s
no bluer sky than the sky in Asia.
There’s no halfway. Either there’s
complete gloom and doom like last
year or there’s complete optimism.

WSJ: How much of your growth
will come from existing client re-
lationships and how much from
new clients?
Mr. Singh: A lot of existing clients
are looking at media in a com-
pletely new way. The retail land-
scape in Asia is changing dramati-
cally as we speak. People are
moving from mom-and-pop stores
to supermarkets. How a consumer
shops, how a consumer behaves,
the whole fragmentation of me-
dia—I think there is enough to be
done with our existing clients un-
derstanding where the consumer
is going. And of course, there are
constantly clients coming into
Asia, wanting to understand Asia
better. It’s a mix.

WSJ: So what’s the biggest chal-
lenge for you right now?
Mr. Singh: Talent management is
especially heightened when the
economy’s doing better, as there
are more job opportunities and
more companies hiring. Plus, I
find Asians are willing to relocate

far more than people in some
other parts of the world, so
there’s this constant churn. Chal-
lenge No. 2 is understanding this
new digital world. And then of
course there are all the cultural
nuances across Asia. It’s all very
different—languages, cultures,
eating habits.

WSJ: How do you think indepen-
dent agencies will shape up in this
changing environment compared
with the big networks?
Mr. Singh:: A lot of [creative bou-
tiques] come along, a few stay and
a few become big. But I think it
won’t be just creative boutiques,
there’ll be mobile boutiques and
Internet boutiques and retail bou-
tiques. As the media keep frag-
menting, you’ll find more and
more people put their hands up
and want a slice of that pie. We
need to make sure we have
enough skills to compete.

WSJ: How do you think you man-
aged the downturn?
Mr. Singh: I think the late ’90s
downturn in Asia taught people
some caution, and because of that
legacy we dealt with some of the
issues faster this time. We took
some hard calls, and I think we
got lucky with some calls too. In
1997, when I was running Grey In-
dia, we went through a near-death
experience as an organization.
That taught me to err on the side
of caution. Philosophically we’ve
also tried to be flexible too.

WSJ: And how are you doing dur-
ing the recovery?
Mr. Singh: In Asia you’ve just gone
suddenly into racing mode. It’s all
about growth and where’s the
next opportunity and how do you
get talent on board. We’ve done a
fairly good job. Maybe we’ve just
been lucky but we’ve been ahead
of the curve and spent the last six
months hiring 25 to 30 senior
people who are all in place. Nirvik Singh, CEO of Grey Group Asia-Pacific, aims to keep a lid on optimism.
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More prospective M.B.A.s opt to go abroad
When Scott Snyder decided to

get an M.B.A., he didn’t consider
U.S. business schools. The former
project manager at a defense com-
pany in Santa Barbara, Calif.,
wanted a career change—and he
wanted to build it abroad.

Over the past five years, more
prospective students have opted
to go abroad to earn their mas-
ter’s in business administration,
with most applying to top Euro-
pean schools. R

ecently, though, a small but
growing number are eschewing
Europe and are applying to new
programs in Asia.

For many, it is a way to gain
entry into countries that aren’t al-
ways friendly to outsiders and es-
tablish themselves ahead of U.S.
candidates for international jobs.

Mr. Snyder eventually decided
on and was accepted to Sin-
gapore’s Nanyang Technological
University’s M.B.A. program.

“I just know I want [my next
job] to be international,” and at-
tending school in Asia will make it
“so much easier to get an actual
job in Singapore,” says Mr. Sny-
der, who started the program in

July.
The Graduate Management Ad-

mission Council, which adminis-
ters the GMAT, the main business-
school entry exam, reported that
7,796 test scores from U.S. test-
takers were sent to schools out-
side the U.S. in 2009; just 5,032
were sent in 2005. For the first
time in 2009, China cracked the
list of the top 10 countries that
U.S. GMAT test-takers sent their
scores to.

The schools are trying to take
advantage of interest by reaching
out to prospective students. China
Europe International Business
School in Shanghai, Hong Kong
University of Science and Technol-
ogy, Nanyang and the Indian
School of Business recently
formed a coalition to promote
their programs in the U.S. The
schools have teamed up with

Western business publications to
tout their programs and will
travel together to Toronto, San
Francisco, Los Angeles and New
York City to meet interested appli-
cants.

Greg Whalen, who owns an in-
formation-processing consulting
company, already had a master’s
degree in computer science from
Columbia University when he de-
cided to get an M.B.A. from
CEIBS. Mr. Whalen says he wanted
to make connections in the Chi-
nese market while hammering out
an entrepreneurial enterprise in
either the medical technology or
marketing industries that he will
run in Asia.

“The opportunities in China
are simply more appealing,” says
Mr. Whalen.

He says the curriculum was a
secondary consideration in his
choice; his top priority was im-
mersing himself in the business
climate and soaking up the knowl-
edge of the professors skilled in
mergers and acquisitions in the
Asian market.

CEIBS has already begun to
build an international reputation
since launching in 1994 as a joint
venture with the Chinese govern-

ment and the European Commis-
sion.

Over the past five years, CEIBS
has seen a jump in American ap-
plicants, says Lydia Price, the
school’s dean. Almost 8% of the
class of 2009 was made up of
American students. Many are self-
selecting for an education in Asia,
taking Mandarin language courses
and studying up on Chinese mar-
kets and business well before ap-
plying.

“It’s not enough to want an
M.B.A., you need to want a China
M.B.A.,” Ms. Price says. “And
China isn’t necessarily a gold
mine, with hyper competition, un-
der-developed markets, high de-
mands for customer service and
quality.”

Caroline Diarte Edwards, direc-
tor of admissions for INSEAD, an
international business school
whose reputation is well-estab-
lished, says simply opening a cam-
pus in Singapore in 2000 in-
creased interest among North
American applicants.

This year, there are 89 U.S. cit-
izens in the class; there were 39
in 2000. She says applicants say
they are attracted to the exposure
to emerging markets and potential

jobs they get access to by study-
ing in Singapore.

Nearly 80% of INSEAD students
spend part of the program in Sin-
gapore, while 5% spend the entire
year there. Upward of 45% of stu-
dents spend the final half of the
program in Singapore. After grad-
uation, about 22% of INSEAD
graduates take jobs in Asia-Pacific
countries, she says.

Elizabeth Shivvers, an incom-
ing student at the Hong Kong Uni-
versity of Science and Technology,
or HKUST, says she chose the
school in part because she wants
to work in global sourcing for a
textile or home-goods company.
Getting the contacts in manufac-
turing—without having to learn
Mandarin Chinese—was her pri-
mary goal.

While U.S. schools often offer
week-long in-country programs or
facilitate internships abroad, none
offered the immersion Ms. Shiv-
vers was looking for.

“If I wanted to do something
domestically, I would have chosen
differently,” she says. “And if I
ever do decide to go back [to the
U.S.], though, I’ll have a degree
that carries the cachet of regional
knowledge.”

BY DIANA MIDDLETON

For many, it is a way to gain
entry into countries that
aren’t always friendly to
outsiders.
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U.S. military announces
streamlining to cut costs

WASHINGTON—U.S. Defense
Secretary Robert Gates on Monday
said tough economic times require
that he shutter a major command
that employs some 5,000 people in
Norfolk, Va., and eliminate other
jobs throughout the military.

Mr. Gates told reporters at a
news conference that getting rid of
the Joint Forces Command and
other job cuts were necessary so
that the military has enough money
to repair itself after several years of
war.

He said a 10% reduction in the
military’s use of contractors is one
of his top priorities.

The Virginia-based command,
which trains troops from different
services to fight together, pays an-
nual salaries of more than $200 mil-
lion and holds more than one mil-

lion square feet of real estate in
Suffolk, Va., and Norfolk. Savings
will be offset by the cost of shifting
some jobs elsewhere.

The Pentagon already has an-
nounced a target of cutting $100 bil-
lion over five years. Earlier this
year, Mr. Gates ordered a reduction
of the military bureaucracy in
search of at least $10 billion in an-
nual savings.

Mr. Gates took aim at what he
called wasteful business practices
and too many generals and admi-
rals, and noted that “overhead”
costs chew up as much as 40% of
the Pentagon’s budget.

Big cuts are essential, consider-
ing the recession and the likelihood
that Congress no longer will give
the Pentagon the sizable budget in-
creases it has enjoyed since the at-
tacks of Sept. 11, 2001, Mr. Gates
and other defense leaders have said.

“The gusher has been turned off
and will stay off for a good period
of time,” Mr. Gates said in May.

The current defense budget, not
counting the cost of fighting in Iraq
and Afghanistan, is $535 billion. The
administration is asking for $549
billion for 2011.

Joint Forces Command, or JF-
COM, is one of 10 full combatant
commands. Most correspond to re-
gions of the world, such as the Pa-
cific Command, but others are orga-
nized around a concept or mission
rather than geography.

JFCOM lists its mission as train-
ing troops from all services to work
together for specific missions. It
tries to make sure equipment used
by different services works together
and looks for gaps in capabilities
within military services that could
be filled by a specially trained joint
force.

Associated Press

U.S. Defense Secretary Robert Gates announced initiatives at the Pentagon on Monday to reduce expenses.

U.S. NEWS

European Pressphoto Agency

Back in the
1990s, when the
political world was
fascinated by Newt
Gingrich and his
band of

revolutionaries storming to power
in Congress, the bulwark of their
Republican party actually could be
found elsewhere, far from
Washington.

The GOP’s real strength in
those days was in the states of the
upper Midwest, where a group of
smart, energetic governors not
only held a crucial piece of
political turf for their party, but
also became the party’s fount of
policy ideas.

Now, Republicans hope history
is about to repeat itself.

While attention once again is
focused on the debilitating
political and policy fights in
Washington, the most important
political story of 2010 may lie in a
series of gubernatorial and state
legislative races in the same Great
Lakes region of the upper
Midwest.

There, Republicans have a good
shot in November’s elections of
taking back governors’ seats in
Ohio, Michigan, Wisconsin, Illinois
and Iowa. They also have their
eyes on winning control of
legislative chambers; Republican
control of state houses of
representatives is within reach in
Wisconsin, Ohio and Indiana.

In their quest for these prizes,
Republicans are bringing significant
resources to the table. Ed Gillespie,
a former national party chairman,
this year is running the Republican
State Leadership Committee, an
organization devoted to electing
state officials. He says the
committee has assembled 85,000
individual donors and will bring $18
million to state-level battles,
including many in the upper
Midwest.

If Republicans succeed in
taking most of those targets, they
will be re-establishing a
beachhead that was crucial to the
party and its national policy
thinking in the 1990s. So, yes,
there are sexy governor and
Senate races under way in
California, and Tuesday’s
primaries in Colorado have big
national significance. But ground
zero in 2010 may well lie in the
decidedly less sexy Rust Belt.

The significance of this battle is
partly political. State leaders will
redraw congressional districts after
the 2010 elections, and, obviously,
Republican leaders would make
that process more favorable to
their party. In addition, the states
of the upper Midwest, though their
populations have declined, remain
crucial in presidential politics, and
Republican governors might help
deliver those states for a GOP
nominee in 2012 (though, as
Republicans found when President
Bill Clinton won re-election easily
in 1996, their ability to do so is
limited).

The ranks of governors also
tend to produce presidents. In
fact, four of the last six occupants
of the White House once were

governors. So a new crop of
governors also becomes, by
definition, a new crop of eventual
presidential contenders.

But the battle for control of the
upper Midwest may be most
important because of the region’s
proven capacity to serve as an
incubator for innovative
Republican policy ideas, at a time
when the party’s leaders in
Washington aren’t exactly
overflowing with them.

That’s what happened in the
1990s. Five Republican governors
from the region—John Engler in
Michigan, Tommy Thompson in
Wisconsin, George Voinovich in
Ohio, Terry Branstad in Iowa and
Jim Edgar in Illinois—defined a
kind of practical yet innovative
Midwestern conservatism that had
national ripple effects.

They reduced spending and
changed tax codes, as one might
expect of Republican chief
executives, but also paved the way
for national welfare reform by
remaking the welfare programs in
their own states to emphasize
leading recipients back into the
work force.

They were social engineers in
other areas. They crafted crime
bills that led to policy changes at
the national level, and introduced
school-choice programs that
challenged ossified public-
education systems. They were
conservative but not reflexively
anti-government: Most increased
spending on education, and Mr.
Branstad led a government
program that wired the state’s
schools to a fiber-optic network.
They were practical more than
ideological.

Now Mr. Branstad actually is
running to reclaim his job in Iowa.
But the real policy prophet for
Republicans in the Midwest now is
a governor who isn’t up for re-
election this year, Indiana’s Mitch
Daniels. He’s made a mark by
bringing his state budget into
surplus while cutting property
taxes (and by earning the enmity
of his party’s social conservatives
by calling for a “truce” on divisive
social issues).

Some of Mr. Daniels’s moves
have been controversial. But now
that the Midwest industrial states
are staggering from the hit of a
deep national recession, the
market is open for new policy
ideas to bring them back. “These
are states that clearly are feeling
the burden of high unemployment
and the loss of a manufacturing
base,” says Mr. Gillespie. “There’s
an opportunity to turn that
around here.”

Republican ideas—or for that
matter, Democratic ideas—on how
to bring that about are as likely to
emerge in the states and flow to
Washington as the other way
around.

[ Capital Journal ]

BY GERALD F. SEIB

In rust belt, a chance for
GOP to regain policy shine

The battle for control of the
upper Midwest may be most
important because of the
region’s proven capacity to
serve as an incubator for
innovative Republican ideas.

Rights groups, WikiLeaks in spat
sange asked what the groups were
doing to analyze the documents al-
ready published, and asked whether
Amnesty in particular would pro-
vide staff to help redact the names
of Afghan civilians, a person that
saw the letter said.

An Amnesty official replied to say
that while the group has limited re-
sources, it wouldn’t rule out the
idea of helping, according to a per-
son who has seen the reply. The of-
ficial suggested that Mr. Assange
and the human-rights groups hold a
conference call to discuss the mat-
ter.

Mr. Assange then replied: “I’m
very busy and have no time to deal
with people who prefer to do noth-
ing but cover their asses. If Amnesty
does nothing I shall issue a press re-
lease highlighting its refusal,” ac-
cording to people familiar with the
exchange.

In an email Monday, WikiLeaks

Continued from first page declined to comment on the ex-
change with the human rights
groups.

Later, WikiLeaks posted on its
Twitter account: “Pentagon wants
to bankrupt us by refusing to assist
review. Media won’t take responsi-
bility. Amnesty won’t. What to do?”

Taliban representatives have said
publicly that they are searching the
documents and plan to punish peo-
ple who have helped U.S. forces.

Human-rights groups say they
are increasingly worried about the
execution of Afghan civilians by the
Taliban and other insurgent groups.
The Afghan Independent Human
Rights Commission, or AIHRC, pub-
lished figures this week showing
that such executions have soared in
the first seven months of this year,
to 197, from a total of 225 in all of
2009.

In a phone interview, Nader Nad-
ery, senior commissioner of the
AIHRC, said the civilians executed

are often people who support the
Afghan government, or their family
members. Some of these people
“may have come into contact with
the U.S. or other international
forces,” he said.

He said the AIHRC signed the let-
ter to WikiLeaks. He said he and his
colleagues “appreciate the efforts by
WikiLeaks” to highlight some previ-
ously unreported aspects of the war,
but worry that “having the names of
the individuals with the location of
their village and specific info about
them...will enable the Taliban to de-
velop another hit list.”

CIVIC, OSI and ICG also con-
firmed that they signed the letter.
Erica Gaston, program officer for
OSI’s Afghanistan-Pakistan regional
policy initiative said: “Our concern
was that the Taliban had announced
it was going through the data look-
ing for names and that it would be-
gin targeting that. It’s a very real
threat that they’re making.”
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Follow the markets throughout the day with updated stock quotes, news and commentary at WSJ.com.
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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 418.00 -2.00 -0.48% 705.00 343.25
Soybeans (cents/bu.) CBOT 1035.00 1.50 0.15% 1,555.00 809.75
Wheat (cents/bu.) CBOT 743.75 -11.50 -1.52 1,038.25 472.75
Live cattle (cents/lb.) CME 95.475 -0.025 -0.03 97.000 86.700
Cocoa ($/ton) ICE-US 3,039 4 0.13 3,497 2,280
Coffee (cents/lb.) ICE-US 169.60 2.20 1.31 181.50 121.75
Sugar (cents/lb.) ICE-US 17.73 -0.51 -2.80 22.78 11.79
Cotton (cents/lb.) ICE-US 80.39 0.16 0.20 100.50 53.87
Crude palm oil (ringgit/ton) MDEX 2,730.00 69 2.59 2,736 2,250
Cocoa (pounds/ton) LIFFE 2,185 -8 -0.36 2,470 1,579
Robusta coffee ($/ton) LIFFE 1,724 6 0.35 1,827 1,282

Copper (cents/lb.) COMEX 335.40 1.10 0.33 366.70 166.00
Gold ($/troy oz.) COMEX 1202.60 -2.70 -0.22 1,270.60 675.00
Silver (cents/troy oz.) COMEX 1824.20 -23.00 -1.25 1,986.50 1,338.00
Aluminum ($/ton) LME 2,205.00 -12.00 -0.54 2,481.50 1,791.00
Tin ($/ton) LME 21,495.00 695.00 3.34 21,495.00 13,550.00
Copper ($/ton) LME 7,455.00 25.00 0.34 7,970.00 5,885.00
Lead ($/ton) LME 2,203.00 13.00 0.59 2,615.00 1,580.00
Zinc ($/ton) LME 2,168.00 35.00 1.64 2,659.00 1,617.00
Nickel ($/ton) LME 22,600 440 1.99 27,590 15,910

Crude oil ($/bbl.) NYMEX 81.48 0.78 0.97 132.65 54.11
Heating oil ($/gal.) NYMEX 2.1538 0.0066 0.31 3.4065 1.4750
RBOB gasoline ($/gal.) NYMEX 2.1187 0.0060 0.28 2.4345 1.4265
Natural gas ($/mmBtu) NYMEX 4.309 -0.158 -3.54 10.810 4.140
Brent crude ($/bbl.) ICE-EU 81.42 0.83 1.03 92.46 70.41
Gas oil ($/ton) ICE-EU 687.75 1.75 0.25 764.75 580.00

Source: Thomson Reuters; WSJ Market Data Group
WSJ.com

Currencies London close on Aug. 9
Per In

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

Argentina peso-a 5.2069 0.1921 3.9313 0.2544
Brazil real 2.3242 0.4303 1.7548 0.5699
Canada dollar 1.3601 0.7353 1.0269 0.9739

1-mo. forward 1.3606 0.7350 1.0272 0.9735
3-mos. forward 1.3622 0.7341 1.0284 0.9724
6-mos. forward 1.3651 0.7325 1.0307 0.9702

Chile peso 678.74 0.001473 512.45 0.001951
Colombia peso 2397.87 0.0004170 1810.40 0.0005524
Ecuador US dollar-f 1.3245 0.7550 1 1
Mexico peso-a 16.7474 0.0597 12.6444 0.0791
Peru sol 3.7093 0.2696 2.8005 0.3571
Uruguay peso-e 27.550 0.0363 20.800 0.0481
U.S. dollar 1.3245 0.7550 1 1
Venezuela bolivar 5.69 0.175801 4.29 0.232848

ASIA-PACIFIC
Australia dollar 1.4468 0.6912 1.0924 0.9155
China yuan 8.9634 0.1116 6.7674 0.1478
Hong Kong dollar 10.2818 0.0973 7.7628 0.1288
India rupee 61.0396 0.0164 46.0850 0.0217
Indonesia rupiah 11832 0.0000845 8934 0.0001119
Japan yen 113.62 0.008801 85.79 0.011657

1-mo. forward 113.59 0.008803 85.76 0.011660
3-mos. forward 113.53 0.008809 85.71 0.011667
6-mos. forward 113.40 0.008818 85.62 0.011680

Malaysia ringgit-c 4.1622 0.2403 3.1425 0.3182
New Zealand dollar 1.8190 0.5498 1.3733 0.7282
Pakistan rupee 113.576 0.0088 85.750 0.0117
Philippines peso 59.470 0.0168 44.900 0.0223
Singapore dollar 1.7854 0.5601 1.3480 0.7419
South Korea won 1537.08 0.0006506 1160.50 0.0008617
Taiwan dollar 41.940 0.02384 31.665 0.03158
Thailand baht 42.324 0.02363 31.955 0.03129

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

Euro zone euro 1 1 0.7550 1.3245
1-mo. forward 1.0001 0.9999 0.7551 1.3244
3-mos. forward 1.0004 0.9996 0.7553 1.3239
6-mos. forward 1.0011 0.9989 0.7558 1.3230

Czech Rep. koruna-b 24.746 0.0404 18.683 0.0535
Denmark krone 7.4505 0.1342 5.6252 0.1778
Hungary forint 278.78 0.003587 210.48 0.004751
Norway krone 7.8937 0.1267 5.9598 0.1678
Poland zloty 3.9762 0.2515 3.0021 0.3331
Russia ruble-d 39.634 0.02523 29.924 0.03342
Sweden krona 9.3959 0.1064 7.0940 0.1410
Switzerland franc 1.3842 0.7225 1.0451 0.9569

1-mo. forward 1.3837 0.7227 1.0447 0.9572
3-mos. forward 1.3828 0.7232 1.0440 0.9579
6-mos. forward 1.3813 0.7239 1.0429 0.9589

Turkey lira 1.9741 0.5066 1.4905 0.6709
U.K. pound 0.8301 1.2047 0.6267 1.5957

1-mo. forward 0.8302 1.2045 0.6268 1.5954
3-mos. forward 0.8305 1.2041 0.6270 1.5948
6-mos. forward 0.8310 1.2033 0.6274 1.5938

MIDDLE EAST/AFRICA
Bahrain dinar 0.4993 2.0027 0.3770 2.6526
Egypt pound-a 7.5119 0.1331 5.6715 0.1763
Israel shekel 4.9814 0.2007 3.7610 0.2659
Jordan dinar 0.9415 1.0622 0.7108 1.4069
Kuwait dinar 0.3791 2.6379 0.2862 3.4939
Lebanon pound 1987.41 0.0005032 1500.50 0.0006665
Saudi Arabia riyal 4.9670 0.2013 3.7501 0.2667
South Africa rand 9.5321 0.1049 7.1968 0.1390
United Arab dirham 4.8650 0.2056 3.6731 0.2723

SDR -f 0.8630 1.1588 0.6515 1.5348

a-floating rate b-commercial rate c-government rate c-commercial rate d-Russian Central Bank rate f-Special Drawing Rights
from the International 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.

23 EUROPE Stoxx Europe 600 262.26 3.55 1.37% 3.6% 14.2%

14 Stoxx Europe 50 2551.09 39.11 1.56 -1.1 8.9

27 Euro Zone Euro Stoxx 268.87 3.81 1.44 -2.2 8.0

14 Euro Stoxx 50 2827.27 47.93 1.72 -4.7 5.0

16 Austria ATX 2527.76 29.66 1.19 1.3 7.6

8 Belgium Bel-20 2571.02 21.20 0.83 2.4 12.1

12 Czech Republic PX 1199.5 0.4 0.03 7.4 4.0

22 Denmark OMX Copenhagen 396.15 5.54 1.42 25.5 30.4

15 Finland OMX Helsinki 6872.48 79.36 1.17 6.4 16.8

13 France CAC-40 3777.37 61.32 1.65 -4.0 7.8

13 Germany DAX 6351.60 91.97 1.47 6.6 17.2

... Hungary BUX 23019.81 120.36 0.53 8.4 24.6

19 Ireland ISEQ 2983.97 50.04 1.71 0.3 4.1

16 Italy FTSE MIB 21341.62 257.15 1.22 -8.2 -1.1

16 Netherlands AEX 335.89 4.70 1.42 0.2 16.4

9 Norway All-Shares 419.77 -0.73 -0.17% -0.1 19.9

17 Poland WIG 43185.33 -235.97 -0.54 8.0 20.6

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

12 Portugal PSI 20 7509.04 93.68 1.26 -11.3 0.2

... Russia RTSI 1520.56 10.71 0.71% 6.6 42.8

10 Spain IBEX 35 10812.6 161.5 1.52 -9.4 -1.0

15 Sweden OMX Stockholm 335.17 2.46 0.74 11.9 23.2

14 Switzerland SMI 6391.74 70.38 1.11 -2.4 6.4

... Turkey ISE National 100 59885.66 132.64 0.22 13.4 34.0

12 U.K. FTSE 100 5410.52 78.13 1.47 ... 14.6

22 ASIA-PACIFIC DJ Asia-Pacific 126.02 -0.12 -0.10% 2.4 10.3

... Australia SPX/ASX 200 4594.90 28.84 0.63 -5.7 6.8

... China CBN 600 24634.55 206.25 0.84 -15.2 -12.6

14 Hong Kong Hang Seng 21801.59 122.79 0.57 -0.3 4.2

19 India Sensex 18287.50 143.51 0.79 4.7 21.8

... Japan Nikkei Stock Average 9572.49 -69.63 -0.72 -9.2 -9.0

... Singapore Straits Times 2995.06 Closed 3.4 17.5

11 South Korea Kospi 1790.17 6.34 0.36 6.4 13.6

18 AMERICAS DJ Americas 301.13 1.32 0.44 1.6 14.0

... Brazil Bovespa 67906.49 -188.27 -0.28 -1.0 20.2

17 Mexico IPC 32853.95 -63.97 -0.19 2.3 15.9

*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

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 1.0924 1.7430 1.0453 0.1540 0.0365 0.1833 0.0127 0.2904 1.4468 0.1942 1.0638 ...

Canada 1.0269 1.6385 0.9826 0.1448 0.0343 0.1723 0.0120 0.2730 1.3601 0.1825 ... 0.9400

Denmark 5.6252 8.9758 5.3827 0.7930 0.1880 0.9439 0.0656 1.4957 7.4505 ... 5.4781 5.1495

Euro 0.7550 1.2047 0.7225 0.1064 0.0252 0.1267 0.0088 0.2007 ... 0.1342 0.7353 0.6912

Israel 3.7610 6.0012 3.5989 0.5302 0.1257 0.6311 0.0438 ... 4.9814 0.6686 3.6627 3.4430

Japan 85.7850 136.8828 82.0870 12.0927 2.8668 14.3941 ... 22.8091 113.6222 15.2503 83.5419 78.5319

Norway 5.9598 9.5097 5.7028 0.8401 0.1992 ... 0.0695 1.5846 7.8937 1.0595 5.8039 5.4559

Russia 29.9240 47.7482 28.6340 4.2182 ... 5.0210 0.3488 7.9564 39.6343 5.3197 29.1415 27.3939

Sweden 7.0940 11.3195 6.7881 ... 0.2371 1.1903 0.0827 1.8862 9.3959 1.2611 6.9085 6.4942

Switzerland 1.0451 1.6675 ... 0.1473 0.0349 0.1754 0.0122 0.2779 1.3842 0.1858 1.0177 0.9567

U.K. 0.6267 ... 0.5997 0.0883 0.0209 0.1052 0.0073 0.1666 0.8301 0.1114 0.6103 0.5737

U.S. ... 1.5957 0.9569 0.1410 0.0334 0.1678 0.0117 0.2659 1.3245 0.1778 0.9739 0.9154

Source: Thomson Reuters via WSJ Market Data Group

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of August 09, 2010

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

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

2.50% 16 ALL COUNTRY (AC) WORLD* 296.64 0.07% -0.9% 11.5%

2.60 16 World (Developed Markets) 1,152.25 0.07 -1.4 10.3

2.40 17 World ex-EMU 137.14 0.02 0.4 11.9

2.40 17 World ex-UK 1,148.78 0.10 -1.2 10.2

3.10 17 EAFE 1,522.43 -0.32 -3.7 6.8

2.20 15 Emerging Markets (EM) 1,010.95 0.07 2.2 19.8

3.40 15 EUROPE 89.67 -1.06 1.6 14.4

3.60 15 EMU 161.17 0.35 -10.7 1.6

3.30 16 Europe ex-UK 96.63 -1.20 -0.0 12.4

4.50 12 Europe Value 98.02 -1.12 -1.4 11.4

2.30 18 Europe Growth 79.56 -1.00 4.5 17.3

2.30 21 Europe Small Cap 172.99 -0.68 10.1 27.9

2.10 9 EM Europe 309.15 -0.94 11.0 36.6

3.60 13 UK 1,580.73 -0.62 -1.7 15.4

2.80 19 Nordic Countries 157.69 -0.98 15.7 28.1

1.80 8 Russia 747.30 -0.80 0.1 25.9

2.30 20 South Africa 734.21 -0.68 3.8 14.8

2.70 17 AC ASIA PACIFIC EX-JAPAN 418.87 -0.27 0.6 15.5

1.90 26 Japan 535.94 0.42 -5.7 -9.1

2.30 17 China 63.83 0.02 -1.5 4.5

1.00 21 India 730.89 -0.15 3.4 18.1

1.20 10 Korea 504.33 -0.12 4.9 15.4

3.40 24 Taiwan 282.41 0.17 -4.6 9.3

1.90 18 US BROAD MARKET 1,253.20 0.36 1.3 14.9

1.30 51 US Small Cap 1,761.59 0.51 5.4 21.2

2.40 15 EM LATIN AMERICA 4,115.10 0.62 -0.0 27.3

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

Thomson Reuters 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.

Dow Jones Indexes
Price-to-

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

2.25% 19 Global TSM 2331.18 0.46% 11.7%

1.95 16 Global Dow 1362.40 0.78% 13.8% 1916.47 0.43 6.4

2.27 14 Global Titans 50 165.40 0.86 12.1 163.65 0.50 4.8

2.71 19 Europe TSM 2562.74 0.98 7.4

2.30 20 Developed Markets TSM 2251.16 0.46 10.5

2.16 15 Emerging Markets TSM 4261.35 0.47 22.7

2.88 25 Africa 50 868.60 0.64 19.0 730.16 0.29 11.3

2.55 13 BRIC 50 476.10 0.93 27.1 601.26 0.58 18.9

3.21 18 GCC 40 539.90 1.29 -0.8 453.85 0.94 -7.2

1.91 20 U.S. TSM 11617.07 0.47 12.9

3.25 28 Kuwait Titans 30 -c 201.69 1.67 -12.2

1.63 RusIndex Titans 10 -c 3426.10 0.70 40.0 5625.95 0.80 23.1

Price-to-
Dividend earnings PERFORMANCE (euros) PERFORMANCE (U.S.dollars)

yield* ratio* Dows Jones Index Last Daily 52-wk. Last Daily 52-wk.

2.01% 10 Turkey Titans 20 -c 639.10 0.70% 45.3% 724.55 0.24% 37.1%

4.66 15 Global Select Div -d 175.30 0.93 23.1 198.67 0.58 15.2

5.24 11 Asia/Pacific Select Div -d 269.55 0.34 8.2

4.12 15 U.S. Select Dividend -d 331.43 0.52 17.0

1.64 17 Islamic Market 1950.50 0.41 11.9

2.00 14 Islamic Market 100 1781.50 0.83 14.3 2019.35 0.48 6.9

3.28 13 Islamic Turkey -c 1636.50 0.48 34.7 3185.22 0.03 27.0

2.46 16 Sustainability 875.00 0.91 15.3 978.44 0.56 7.8

3.45 20 Brookfield Infrastructure 1663.90 0.42 29.5 2101.07 0.07 21.1

1.14 23 Luxury 1042.10 1.36 31.9 1170.10 1.01 23.3

2.96 8 UAE Select Index 221.97 -0.26 -15.2

DJ-UBS Commodity 140.90 0.53 11.7 135.55 0.18 4.4

*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: DowJones Indexes

GLOBAL MARKETS LINEUP
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Scientists fight for funds to study oil spill
Scientists studying one of the big-

gest oil spills 31 years ago watched
with alarm as funds to research the
environmental damage evaporated
shortly after the well was plugged.

As BP PLC appears to have sealed
its own troubled well, some of the
same people who researched the ef-
fect of oil and chemical dispersants
on wildlife after the Ixtoc I well ex-
ploded in 1979 off the Mexican Gulf
Coast are mobilizing to make sure

the situation is different this time.
Scientists at research institutions

along the U.S. Gulf Coast are lobby-
ing Congress and other federal agen-
cies for money as they rush to com-
pile a list of must-do projects to
determine the long-term impact of
the spill from BP’s Macondo well.

In Mexico, a group of researchers
have secured government funds to
investigate their side of the Gulf for
the next five years. “We’re getting
involved right now, so that we don’t
see a repeat of what happened in

1979,” said Luis Soto, an oceanogra-
pher who studied the Mexican spill
and is now tracking Macondo’s oil in
Mexican waters.

In June of that year, Ixtoc I, an
exploratory well owned by Mexico’s
national oil company, blew out,
erupting in flames and causing the
drilling platform above it to sink.
Over the next nine months, it
spewed out more than three million
barrels of oil.

In the early days of that spill, U.S.
and Mexican scientists armed with

government funds fanned out to
track its effects, but when the oil dis-
appeared so did much of the money,
they said.

Wes Tunnell, now the associate
director at the Harte Research Insti-
tute, said he had been studying the
oil’s effect on the Texas shore with a
grant from the National Oceanic and
Atmospheric Administration, but
“once the word got back to Washing-
ton that a tropical storm had cleaned
the beaches, the funding kind of
dried up.”

Mr. Tunnell got a graduate stu-
dent to do some follow-up work a
few years later at no cost to the
government. Mr. Soto, the Mexican
oceanographer who is now at the
National Autonomous University of
Mexico, said he experienced the
same, although he doesn’t recall
how much money he got back then.
For this spill, the Mexican govern-
ment granted his group a little less
than $3 million over five years. “The
money is never enough,” Mr. Soto
said.

BY ANA CAMPOY

Offshore drillers face labor dilemma
The oil industry is wrestling with

how to address the pervasive prob-
lem of undertrained and over-
stretched workers on deepwater rigs
as federal investigators probe those
issues in the Deepwater Horizon ca-
tastrophe.

As the number of huge, high-tech
drilling rigs has soared in recent
years, finding and keeping experi-
enced staff has become a growing
challenge for the offshore industry,
experts say.

The world’s largest drilling con-
tractor, Transocean Ltd., faced staff-
ing problems long before its Deepwa-
ter Horizon rig exploded in the Gulf
of Mexico in April, according to docu-
ments reviewed by The Wall Street
Journal. The blast killed 11 of the 126
workers aboard.

In recent years, customers in sur-
veys and safety consultants in a re-
port have criticized the company for
rising worker turnover and falling
competence. In testimony before a
federal panel investigating the Deep-
water Horizon disaster, Transocean
workers have complained that per-
sonnel cutbacks have left them short-
handed.

Transocean defended its safety
record and said it had programs in
place to ensure its workers were suf-
ficiently trained. The company said
many of the workers in key decision-
making positions aboard the Deepwa-
ter Horizon had decades of drilling
experience.

While the explosion and sinking
of the Deepwater Horizon was un-
precedented in the U.S., the stresses
on its workers appear to be common-
place at Transocean and at many
companies operating in the Gulf of
Mexico, according to reports from
federal investigations, industry and
regulator studies, and interviews
with experts.

The role that worker inexperi-
ence may have played in the disaster
has yet to be determined. In hear-
ings in Kenner, La., investigators re-
peatedly raised questions about man-
power and training. In particular,
investigators have probed whether
the rig had enough workers to con-
duct necessary maintenance, and
whether inexperience could have al-
lowed workers to miss crucial signals
that the well was in trouble in the
hours before the explosion.

Transocean said in a statement
Sunday: “The crew aboard the Deep-
water Horizon set numerous safety
and performance records and was
generally regarded as one of the best
in the business. That’s not a distinc-
tion that comes without ample train-
ing, on-the-job experience, and

strong leadership aboard the rig.”
Some industry experts believe un-

derstaffing and inexperience were
likely important contributing factors
in workers’ failure to prevent or stop
the blowout on the rig, which had
been hired by BP PLC. And they say
such problems have become common
in the industry as companies drill
more challenging wells using ever-
advancing technology.

“While our technology gets more
and more complex every day, the
number of people with meaningful
service is less and less,” said Tadeusz
W. Patzek, chairman of the petroleum
engineering department at the Uni-
versity of Texas in Austin.

The American Petroleum Institute
and other industry groups say com-
panies require extensive training for
workers and that improving technol-
ogy has made the industry much
safer. They point to industry statis-
tics that show the rate of injuries on
offshore rigs in the U.S. has fallen
40% since 2005.

Federal rules require oil compa-
nies to ensure that their workers are
competent. Last year, regulators pro-
posed toughening the requirement,
but the new rules were never final-
ized.After the Deepwater Horizon di-
saster, experts have called on the
government to increase training re-
quirements. But they also said both
the industry and the government
have to do more to attract talented
workers to the oil field.

“There’s been a general shortage

of properly educated people, in this
country in particular,” said James
Pappas, vice president for technical
programs for the Research Partner-
ship to Secure Energy for America, a
nonprofit research group. That, he
said, has forced companies “to rush a
lot of our employees into positions
where they’re going to have to learn
on the job.”

One reason for the shortage of ex-
perienced workers is the boom-and-
bust cycles of the energy industry,
which laid off workers and largely
stopped hiring when oil prices
plunged in the 1980s. When drilling

picked up in the 2000s, companies
scrambled to find workers.

Federal regulators have long
known that personnel shortages are
a major problem for the industry. A
report on Gulf of Mexico operations
published by the federal Minerals
Management Service in 2003 identi-
fied shortages of staff ranging from
petroleum engineers to laborers.
These shortages “may limit the fu-
ture growth of the industry,” the re-
port warned, adding that inexperi-
enced engineers and drillers were
impeding rig operations.

Since 2006, the number of rigs

that can drill in more than 3,000 feet
of water has jumped by 43%, to 146,
according to research firm ODS-
Petrodata. The firm says 65 more
such rigs are under construction;
many will be able to drill in water a
mile or more deep.

These rigs function like floating
cities, requiring hundreds of workers
just to keep them functioning. The
drilling process is also increasingly
complicated, relying heavily on com-
plex software.

Since 2008 Transocean has had at
least two serious accidents, including
a major fire, attributed to inexperi-
enced workers, federal records show.
Other companies have also had simi-
lar problems

In recent surveys of Transocean’s
customers conducted by EnergyPoint
Research, an independent research
firm, Transocean ranked last among
deepwater drillers in “Quality and
Reliability of Field Personnel.”

In the surveys, some customers
pointed to Transocean’s 2007 acqui-
sition of rival GlobalSantaFe as a pos-
sible source of trouble. Workers have
sometimes echoed those criticisms.
An April survey of workers aboard
the Deepwater Horizon found that a
third of workers felt the merger had
“negatively impacted on safety.”
Transocean said the merger didn’t
hurt safety and that in 2009 it had its
lowest rate of industries ever.

In a study begun before the April
20 explosion aboard the Deepwater
Horizon, consultants at Lloyd’s Regis-
try found that almost 20% of the
company’s workers “felt that there
were not always enough people to
carry work out safely.”

The report, which was completed
July 2 and was based on surveys of
workers aboard four Transocean rigs,
said that as a result of increased de-
mand for workers in the drilling and
exploration businesses, “average ex-
perience levels on rigs have been af-
fected, due to individuals either leav-
ing or getting early promotions and
an influx of new starters brought in
to fill gaps.”

Transocean said its decision to
conduct the study shows its commit-
ment to worker safety and noted that
other sections of the report that
praised its record. “A clear belief and
commitment to safety was evident in
all crews and, collectively, there was
a strong culture of responsibility for
safety,” the Lloyd’s study found.

The report found that the situa-
tion aboard the Deepwater Horizon
was by some measures better than
aboard other rigs the consultants ex-
amined. But BP, which hired the rig,
complained in an audit last Septem-
ber that turnover there had been
high and experience levels had been
declining, adding, “Any further dilu-
tion of experienced personnel may
be detrimental.”

By Leslie Eaton,
Ben Casselman and

Stephen Power

Engineers at BP’s Houston operations
last week working on the Gulf of
Mexico spill. Transocean, which owned
the doomed Deepwater Horizon rig
that BP leased, faced staffing
problems long before the blast in
April, according to documents
reviewed by The Wall Street Journal.
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Source: Lloyd's Register survey of 232 Transocean workers on four rigs and at Houston office

Survey says...
Transocean employees were surveyed about job conditions in March, before
the Deepwater Horizon disaster. While most answers were positive, a large
minority expressed concern about reprisals and mergers.
Positive answers are in bold.

Management feels operational performance (e.g. drilling) is more
important than my safety.

91.5%
8.5%AGREE

DISAGREE

I must demonstrate that I can do my job safely before I am
considered to be competent.

91.0
9.0

AGREE

DISAGREE

If my actions led to a potentially risky situation (e.g. forgetting to do
something, damaging equipment, dropping an object from height), I
feel I could report this without any fear of reprisal.

43.6
56.5AGREE

DISAGREE

All the changes in the company, i.e. mergers, have negatively
impacted our safety performance.

66.6
33.4AGREE

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

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: 13/1 1.04 99.83% 0.01% 1.42 0.75 1.08

Eur. High Volatility: 13/1 1.50 97.72 0.01 2.16 1.11 1.58

Europe Crossover: 13/2 4.72 101.10 0.05 5.88 4.48 5.21

Asia ex-Japan IG: 13/1 1.15 99.29 0.01 1.72 0.87 1.20

Japan: 13/1 1.10 99.53 0.01 1.76 0.85 1.22

Note: Data as of August 6

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

In percentage points
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Source: Markit Group

Behind Europe's deals: Bank revenue rankings, Global
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

JPMorgan $2,874 8.0% 30% 30% 25% 15%

Bank of America Merrill Lynch 2,647 7.4 24 33 18 25

Goldman Sachs 2,154 6.0 33 23 38 6

Morgan Stanley 1,932 5.4 32 29 33 6

Deutsche Bank 1,845 5.1 25 34 28 13

Credit Suisse 1,697 4.7 26 37 26 11

Citi 1,525 4.2 25 37 26 12

UBS 1,377 3.8 31 33 30 6

Barclays Capital 1,357 3.8 19 43 22 15

Source: Dealogic

Tracking
credit
markets �
dealmakers

Dow Jones Industrial Average P/E: 14
LAST: 10698.75 s 45.19, or 0.42%

YEAR TO DATE: s 270.70, or 2.6%

OVER 52 WEEKS s 1,360.80, or 14.6%

Note: Price-to-earnings ratios are for trailing 12 months
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Stoxx Europe 50: Monday's best and worst...

Previous
close, in STOCK PERFORMANCE

Company Country Industry Volume local currency Previous session YTD 52-week

Barclays U.K. Banks 32,839,247 335.00 3.20% 21.4% -6.6%

Siemens Germany Diversified Industrials 2,418,282 78.45 2.76 22.2 33.6

Daimler AG Germany Automobiles 3,293,590 41.97 2.45 12.7 29.8

Diageo U.K. Distillers & Vintners 2,918,709 1,105 2.41 1.9 18.8

GDF Suez France Multiutilities 3,249,737 26.79 2.29 -11.5 -1.9

Anglo American U.K. General Mining 2,099,942 2,534 0.12% -6.5 33.5

ABB Ltd. Switzerland Industrial Machinery 4,558,113 21.46 0.42 10.5 10.7

Rio Tinto U.K. General Mining 4,112,020 3,456 0.71 1.9 47.5

ArcelorMittal France Iron & Steel 4,622,123 25.36 0.71 -21.2 -1.6

Bayer AG Germany Specialty Chemicals 2,722,043 49.27 0.79 -12.0 11.2

...And the rest of Europe's blue chips
Latest,
in local STOCK PERFORMANCE

Company/Country (Industry) Volume currency Latest YTD 52-week

Intesa Sanpaolo 47,694,661 2.57 2.29% -18.4% -12.0%
Italy (Banks)
BASFn.DE 3,229,132 45.76 2.26 5.3 29.7
BASFn.DE (BASFn.DE)
BNP Paribas 3,241,744 56.96 2.24 1.9 7.8
France (Banks)
L.M. Ericsson Telephone Series B 5,225,747 80.10 2.23 21.5 15.6
Sweden (Communications Technology)
ING Groep 15,670,967 7.75 2.22 12.3 8.2
Netherlands (Life Insurance)
UBS 8,623,251 18.32 2.06 14.1 12.4
Switzerland (Banks)
Total S.A. 4,294,476 40.81 2.00 -9.3 7.3
France (Integrated Oil & Gas)
Novartis 3,292,858 52.75 1.93 -6.6 9.3
Switzerland (Pharmaceuticals)
Iberdrola 14,474,445 5.63 1.92 -15.6 -6.3
Spain (Conventional Electricity)
Societe Generale 2,756,968 46.36 1.85 -5.3 -6.8
France (Banks)
British American Tobacco 2,002,653 2,253 1.83 11.7 21.4
U.K. (Tobacco)
Vodafone Group 67,289,496 154.90 1.74 7.8 20.5
U.K. (Mobile Telecommunications)
BP PLC 34,109,966 432.75 1.74 -27.9 -16.0
U.K. (Integrated Oil & Gas)
GlaxoSmithKline 5,201,565 1,152 1.72 -12.7 -2.4
U.K. (Pharmaceuticals)
Royal Dutch Shell A 4,059,481 21.96 1.69 4.1 20.6
U.K. (Integrated Oil & Gas)
AXA 5,955,024 14.48 1.65 -12.5 -7.8
France (Full Line Insurance)
SAP AG 2,719,632 35.61 1.64 7.9 6.5
Germany (Software)
Sanofi-Aventis 3,101,489 46.01 1.63 -16.4 -0.7
France (Pharmaceuticals)
Banco Santander 26,865,318 10.27 1.63 -11.1 0.9
Spain (Banks)
Deutsche Telekom 11,290,371 10.32 1.58 0.2 13.1
Germany (Mobile Telecommunications)

Latest,
in local STOCK PERFORMANCE

Company/Country (Industry) Volume currency Latest YTD 52-week

Nokia 9,545,102 7.26 1.54% -18.7% -22.3%
Finland (Telecommunications Equipment)
Astrazeneca 1,765,525 3,305 1.54 13.6 18.5
U.K. (Pharmaceuticals)
ENI 8,912,803 16.59 1.53 -6.8 2.3
Italy (Integrated Oil & Gas)
UniCredit 148,585,975 2.10 1.45 -6.0 -7.5
Italy (Banks)
BG Group 8,545,491 1,020 1.44 -9.1 1.1
U.K. (Integrated Oil & Gas)
Telefonica 12,139,819 17.84 1.42 -8.6 2.6
Spain (Fixed Line Telecommunications)
HSBC Holdings 17,710,304 670.70 1.41 -5.4 0.3
U.K. (Banks)
RWE AG 1,402,646 55.99 1.32 -17.6 -4.6
Germany (Multiutilities)
E.ON AG 7,651,281 23.36 1.30 -20.1 -11.1
Germany (Multiutilities)
Allianz SE 1,474,311 91.35 1.26 4.8 18.7
Germany (Full Line Insurance)
Unilever 5,568,593 21.33 1.23 -6.2 11.1
Netherlands (Food Products)
France Telecom 6,838,993 16.38 1.21 -6.1 -8.1
France (Fixed Line Telecommunications)
Banco Bilbao Vizcaya Argentaria 16,214,525 10.63 1.19 -16.5 -8.9
Spain (Banks)
Tesco 16,161,949 404.50 1.14 -5.5 10.5
U.K. (Food Retailers & Wholesalers)
Deutsche Bank 3,656,592 56.15 0.99 13.6 18.1
Germany (Banks)
Roche Holding 1,487,350 143.00 0.92 -18.7 -14.0
Switzerland (Pharmaceuticals)
Assicurazioni Generali 3,446,548 15.69 0.90 -16.6 -3.9
Italy (Full Line Insurance)
Nestle S.A. 5,152,806 51.00 0.89 1.6 16.2
Switzerland (Food Products)
Credit Suisse Group 2,775,892 49.97 0.85 -2.4 -5.4
Switzerland (Banks)
BHP Billiton 4,643,724 2,039 0.82 2.2 31.5
U.K. (General Mining)

Sources: Thomson Reuters

DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 21.4 $26.85 0.31 1.17%
Alcoa AA 14.1 11.67 0.08 0.69
AmExpress AXP 4.8 43.74 0.24 0.55
BankAm BAC 107.7 13.89 –0.07 –0.50
Boeing BA 2.8 68.97 0.27 0.39
Caterpillar CAT 3.5 72.03 0.47 0.66
Chevron CVX 5.8 79.24 0.51 0.65
CiscoSys CSCO 56.5 24.77 0.70 2.91
CocaCola KO 8.9 57.12 0.37 0.65
Disney DIS 7.5 35.16 0.16 0.46
DuPont DD 4.6 42.43 0.30 0.71
ExxonMobil XOM 13.9 62.44 0.47 0.76
GenElec GE 37.9 16.38 –0.07 –0.43
HewlettPk HPQ 198.2 42.60 –3.70 –8.00
HomeDpt HD 7.7 28.69 0.01 0.03
Intel INTC 45.2 20.65 ... ...
IBM IBM 5.8 132.01 1.87 1.44
JPMorgChas JPM 36.3 39.82 –0.62 –1.53
JohnsJohns JNJ 6.2 60.09 0.13 0.22
KftFoods KFT 7.0 30.39 0.03 0.10
McDonalds MCD 8.6 72.93 1.19 1.66
Merck MRK 9.8 35.37 0.39 1.11
Microsoft MSFT 55.5 25.61 0.06 0.23
Pfizer PFE 43.1 16.44 0.20 1.23
ProctGamb PG 10.6 60.39 0.37 0.62
3M MMM 3.1 88.04 0.75 0.86
TravelersCos TRV 2.1 50.57 0.30 0.60
UnitedTech UTX 2.5 73.37 0.64 0.88
Verizon VZ 14.9 29.85 0.30 1.02

WalMart WMT 7.6 52.05 0.26 0.50

Source: WSJ Market Data Group

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...
CHANGE, in basis points

Yesterday Yesterday Five-day 28-day

BP 223 –15 –104 –145

Rio Tinto 98 –8 –16 –21

Dexia Cr Loc 262 –8 –20 –52

Intl Pwr 221 –4 –4 –134

Old Mut 150 –4 1 –38

Alcatel Lucent 697 –4 –29 –30

Hellenic Telecom Org 339 –4 12 –46

C de Aho Vlncia Castlln
Alicnte Bcaja 347 –4 –31 –106

Wind Acquisition Fin 649 –3 –9 –29

Bay Landbk Giroz 111 –2 –4 –22

And the most deterioration
CHANGE, in basis points

Yesterday Yesterday Five-day 28-day

Aegon NV 172 8 9 –35

Scor Se 98 8 8 3

Rep Irlnd 220 8 10 –11

Angel Lux Com 253 8 –5 –19

Holcim 155 9 1 ...

Kabel Deutschland 405 9 –13 –97

Alpha Bk Ae 785 14 –12 –160

TNT NV 137 19 47 56

Hellenic Rep 766 19 14 –80

NXP BV 869 24 31 –207

Source: Markit Group

BLUE CHIPS � BONDS

WSJ.com
Follow the markets throughout the day, with updated stock
quotes, news and commentary at WSJ.com.

Also, receive emails that summarize the day’s trading in Eu-
rope and Asia. To sign up, go to WSJ.com/Email.
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Polls in Rwanda
set to extend
Kagame’s reign

Rwanda’s President Paul Kagame
was sailing to re-election in a vote
Monday that would allow him to
stamp his identity on a country that
has grand economic ambitions but
is still struggling to turn the page
on the 1994 genocide.

Voters turned out early and in
high numbers to cast ballots, ac-
cording to Manoah Esipisu, a deputy
spokesman for the secretariat of the
Commonwealth, a coalition of gov-
ernments, most of which were once
British colonies. The group sent an
election-monitoring mission to
Rwanda, its newest member. On
Monday afternoon, Mr. Esipisu said
the team hadn’t reported any major
problems with the vote.

Provisional results could be re-
leased as early as Tuesday, but the
final tally could take days more.

Mr. Kagame, who has been in
power effectively for the past 16
years, appeared at the top of Mon-
day’s ballot. Running against him
were three candidates from minor

parties that usually align with the
platform of his ruling party. In the
2003 general election, Mr. Kagame
won 95% of the vote.

There was no immediate polling
data Monday, but because Mr. Kag-
ame has strong support and faced
no significant opposition, he was ex-
pected to win by a large margin.

Under Mr. Kagame, Rwanda’s
economy has made impressive
gains, expanding 11% in 2008 from a
year earlier before slowing last year
during the global downturn. Growth
is expected to reach at least 5% this
year.

Mr. Kagame is trying to turn the
tiny east African nation into an in-
formation-technology hub, boost in-
vestment and cut the country’s de-
pendence on aid.

As a guerrilla commander, Mr.
Kagame played a leading role rescu-
ing Rwanda from the 1994 genocide,
which killed about 800,000 ethnic
Tutsi, as well as some Hutu.

Now, on the cusp of a second
seven-year term, Mr. Kagame is
touting the country’s economic po-

tential, saying that its recovery from
ethnic slaughter shows how much it
can achieve.

“If we started from scratch in
1994, what is to stop us from build-
ing on these accomplishments to
reach even greater heights?” he said
in a posting on his website Thurs-
day.

Critics say the election also has
highlighted simmering divisions in
Rwanda, with the government using

the ghosts of genocide to justify a
crackdown on political dissent.

Ahead of the presidential elec-
tion, three of Mr. Kagame’s oppo-
nents were disqualified, two be-
cause they have been charged with
genocide ideology, or what amounts
to ethnic hate speech. The third
candidate, Frank Habineza, was un-
able to register his party in time, he
says because of government harass-
ment.

The government says it hasn’t
harassed any political figures.

“Rwanda is still a country where
people can’t speak freely and where
there’s increasing resentment and
increasing dissolution,” said Carina
Tertsakian, a senior researcher for
Human Rights Watch, an indepen-
dent watchdog group based in New
York. “As long as that situation con-
tinues it’s difficult to talk about
long-term stability.”

BY SARAH CHILDRESS

Paul Kagame casts his vote in Kigali, the Rwandan capital, on Monday. He was expected to win by a wide margin.

Eu
ro

pe
an

Pr
es

sp
ho

to
A

ge
nc

y

Global woes weigh on Japanese economy
TOKYO—Japan’s current-account

surplus unexpectedly fell in June as
foreign bond yields dropped and div-
idends from domestic companies’
overseas subsidiaries slid, suggest-
ing that slower growth overseas is
already starting to weigh on the
country’s economy.

The recently strong yen could
compound such problems, as data
Monday showed China recently con-
tinued to buy Japanese bonds ag-
gressively, contributing to the cur-
rency’s appreciation.

In what some analysts say may be
a sign that China is shifting the com-
position of its foreign reserves, China
bought a net 508 billion yen ($5.94
billion) of short-term Japanese bonds
in June, after purchasing 694.8 bil-
lion yen in May, its largest monthly
net purchase yet, data from the Min-
istry of Finance showed Monday. The
vast majority of China’s $2.5 trillion
in foreign-exchange reserves is be-
lieved to be invested in U.S. Trea-
surys and other dollar assets.

Meanwhile, the broadest measure
of Japan’s trade fell 18.2% from a
year earlier to 1.047 trillion yen be-
fore seasonal adjustment, the minis-
try said. The reading marked the
second straight contraction in the
surplus after it fell 8.1% to 1.205 tril-
lion yen in May and was well off the
median forecast for a 1.5% increase

to 1.299 trillion yen in a survey of
economists by Dow Jones News-
wires and the Nikkei.

Analysts say that if interest rates
in the U.S. and other key Japanese
investment destinations remain low,
there is a distinct chance that the
current account could continue to
contract into the end of the year.
Yen strength may also hurt by eating
into overseas income sent back to
Japan.

“The fall in interest rates in the
U.S. and elsewhere, along with the
strong yen, are dealing a double
punch to the current-account sur-
plus,” said Hirokata Kusaba, an econ-
omist at Mizuho Research Institute.

In June, the trade balance logged
a 769 billion-yen surplus, up 26.6%
year-to-year. Exports were up 29.2%
at 5.563 trillion yen. But the rises
were more a reflection of how low
exports were last year, analysts said,
as the country’s economy continued
to struggle with the aftereffects of
the global finance crisis. Illustrating
that point, for the January-June pe-
riod, exports rose a record 39.6%
year-to-year, separate Finance Min-
istry data showed.

Such strong growth will be in-
creasingly difficult to maintain. One
obstacle is the persistently strong
yen, which makes Japanese products
more expensive overseas and eats
into income sent back to Japan. The
dollar fell to an eight-month low of
85.02 yen Friday, before rebounding
to around 85.75 Monday.

Monday’s data showing China
has continued to pile into short-term
yen bonds adds to recent signs the
foreign-currency superpower may be
looking to increase the proportion of
its yen-denominated holdings, ana-
lysts said.

“This has led to the view that
China is a culprit in the yen’s recent
strength,” said Kenichi Nishii, a se-
nior manager in the foreign-ex-

change sales department at Bank of
Tokyo-Mitsubishi UFJ.

Other foreign-exchange dealers
echoed the view that Chinese buying
could be a factor in the yen’s recent
gains. They said China must be care-
ful to make its yen purchases in
small sizes, to avoid moving the
market to its disadvantage. But if
such purchases continue, the net cu-
mulative effect will be yen-positive,
possibly reducing Japan’s current-
account surplus.

Lower global interest rates are
already keeping a lid on the surplus,
analysts say. Any announcement of
further easing measures at the end
of a regular meeting of the U.S. Fed-
eral Reserve’s policy-setting Open
Market Committee on Tuesday, as
some analysts are predicting, could
also weigh on foreign yields.

“That would certainly be another
negative factor for Japan’s current
account into the end of the year,”
Mr. Kusaba said.

Overseas investment income
dropped 46% year-to-year to 462.1
billion yen, Finance Ministry data
showed.

“How long low interest rates per-

sist” is a key concern going forward,
said Toshio Oya, director of the for-
eign-exchange markets division at
the ministry. While some countries
like Canada and Brazil have raised
rates, “low interest rates have con-
tinued in the U.S., and in Europe it’s
entirely mixed depending on the
country,” he said.

Any further slowdown in growth
in overseas markets could drag on
Japan’s current-account surplus, by
weighing on dividends sent back to
Japan by subsidiaries and on ex-
ports. For that reason, the perform-
ance of Japanese companies over-
seas “is also obviously [a concern],”
Mr. Oya added.

One key factor will be whether
China, Japan’s biggest export mar-
ket, can maintain its high rate of
growth, compensating for any falloff
in demand from the U.S. and Europe.
But as the Chinese government took
steps earlier in the year to keep its
economy from overheating, some
continued slowing is expected.

“As overseas demand flags, Japa-
nese exports will have difficulty
growing as much, so you could see a
lower trade balance,” Mr. Kusaba
said.

Elsewhere, in a sign that Japa-
nese companies remain hesitant to
increase investment strongly amid
the uncertain economic outlook,
bank lending continued to drop.
Lending by Japanese banks exclud-
ing credit unions fell 1.9% year-to-
year in July, down for the eighth
straight month, data released by the
Bank of Japan showed.

Although the decline was smaller
than the 2.1% fall in June, “there is
no change to weak funding demand
from the corporate sector,” a central
bank official said. “The need for op-
erating funds as well as capital ex-
penditure remains sluggish.”

—Megumi Fujikawa
contributed to this article.

BY ANDREW MONAHAN

WORLD NEWS

Source: Ministry of Finance, Japan

Slower growth
Japan’s current-account balance,
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2009 ’10
–1

0

1

2

¥3

North Korea
fires artillery
in border area

SEOUL—Hours after South Korea
ended a naval drill Monday, North
Korea fired artillery near a con-
tested maritime border, stepping up
its military posturing and diplo-
matic rhetoric, which has been hot-
ter than usual since the South in
late May accused the North of sink-
ing one of its warships.

North Korea fired 110 to 130
rounds from a base on its southwest
coast near the inter-Korean mari-
time border in the Yellow Sea.

It isn’t clear what the target was,
but the shells landed in North Ko-
rean waters and caused no damage,
a South Korean military spokesman
said. The artillery firing was the
first by North Korea in that region
since January.

The action came a few hours af-
ter South Korea finished the second
of two multiday antisubmarine drills
designed to boost naval training in
the aftermath of the March sinking
of its patrol ship Cheonan, which re-
sulted in the death of 46 sailors.

North Korea’s silence about its
detention over the weekend of a
South Korean fishing vessel added
another issue to strained inter-Ko-
rean relations. South Korea was
joined by China on Monday in ask-
ing North Korea for information
about the ship and its crew of four
South Koreans and three Chinese.

The artillery firing is one of the
few military actions North Korea
can take that spawns headlines in
South Korea, but doesn’t produce
much criticism from Seoul.

China’s expression of concern
over the detained ship complicates
the situation for North Korea, which
relies heavily on its bigger neighbor
for economic and political support.

BY EVAN RAMSTAD

Analysts say if interest rates
in the U.S. and other key
investment destinations stay
low, there is a distinct chance
Japan’s current account could
keep contracting.
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For information about listing your funds, please contact: Justin Jones tel: +44 0203 426 1167; email: justin.jones@dowjones.com

Andfs. Espanya EU EQ AND 08/06 EUR 12.32 -11.4 -0.9 -6.0
Andfs. Estats Units US EQ AND 08/06 USD 14.19 -5.5 5.6 -10.0
Andfs. Europa EU EQ AND 08/06 EUR 7.32 -6.7 4.1 -9.4
Andfs. Franca EU EQ AND 08/06 EUR 9.03 -7.3 4.5 -9.7
Andfs. Japo JP EQ AND 08/06 JPY 471.61 -7.7 -6.4 -14.8
Andfs. Plus Dollars US BA AND 08/06 USD 9.48 0.4 6.8 -2.9
Andfs. RF Dolars US BD AND 08/06 USD 11.86 3.7 8.6 2.5
Andfs. RF Euros EU BD AND 08/06 EUR 11.07 2.3 6.3 2.5
Andorfons EU BD AND 08/06 EUR 14.74 1.7 6.2 2.0
Andorfons Alternative Premium GL EQ AND 06/30 EUR 100.65 1.7 5.3 -6.3
Andorfons Mix 30 EU BA AND 08/06 EUR 9.60 0.4 7.0 -4.4
Andorfons Mix 60 EU BA AND 08/06 EUR 9.05 -2.4 5.8 -10.4

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 07/30 USD 334884.05 22.0 64.6 23.4

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 EQ LUX 08/09 EUR 8.92 0.7 1.1 -3.5
DJE-Absolut P GL EQ LUX 08/09 EUR 208.76 1.9 12.3 -1.7
DJE-Alpha Glbl P EU BA LUX 08/09 EUR 174.76 -1.9 7.5 -2.2
DJE-Div& Substanz P EU EQ LUX 08/09 EUR 221.84 3.1 14.3 2.4
DJE-Gold&Resourc P OT EQ LUX 08/09 EUR 193.16 13.4 28.6 11.2
DJE-Renten Glbl P EU BD LUX 08/09 EUR 136.50 4.5 7.5 6.3
LuxPro-Dragon I AS EQ LUX 07/20 EUR 144.57 -8.5 5.0 7.6
LuxPro-Dragon P AS EQ LUX 07/20 EUR 140.29 -8.8 4.4 7.0
LuxTopic-Aktien Europa EU EQ LUX 08/09 EUR 17.26 -2.5 9.3 2.0
LuxTopic-Pacific AS EQ LUX 08/09 EUR 19.13 16.8 35.3 6.0

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 12/31 USD 350.10 42.6 54.7 6.4
Sel Emerg Mkt Equity GL EQ GGY 12/31 USD 207.66 63.0 73.6 -11.3
Sel Euro Equity EUR OT OT GGY 12/31 EUR 96.29 32.6 27.0 -17.7
Sel European Equity EU EQ GGY 12/31 USD 181.94 42.7 49.9 -16.8
Sel Glob Equity GL EQ GGY 12/31 USD 189.25 35.2 42.1 -15.7
Sel Glob Fxd Inc GL BD GGY 12/31 USD 143.46 11.4 15.8 -1.4
Sel Pacific Equity AS EQ GGY 12/31 USD 143.75 68.5 80.5 -7.1
Sel US Equity US EQ GGY 12/31 USD 123.56 24.0 30.0 -14.2
Sel US Sm Cap Eq US EQ GGY 12/31 USD 168.82 30.1 42.6 -14.8

n HSBC Trinkaus Investment Managers SA
E-Mail: funds@hsbctrinkaus.lu
Telephone: 352 - 47 18471
Prosperity Return Fund A JP BD LUX 08/09 JPY 10327.88 4.1 NS NS
Prosperity Return Fund B EU BD LUX 08/09 JPY 9216.82 -6.8 NS NS
Prosperity Return Fund C EU BD LUX 08/09 USD 96.98 0.5 NS NS
Prosperity Return Fund D EU BD LUX 08/09 EUR 110.71 13.4 NS NS
Renaissance Hgh Grade Bd A JP BD LUX 08/09 JPY 10410.08 5.2 NS NS
Renaissance Hgh Grade Bd B EU BD LUX 08/09 JPY 9210.71 -6.5 NS NS
Renaissance Hgh Grade Bd C EU BD LUX 08/09 USD 96.28 0.8 NS NS
Renaissance Hgh Grade Bd D EU BD LUX 08/09 EUR 106.10 9.0 NS NS

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 08/06 EUR 21.10 -13.2 -11.8 -34.8
MP-TURKEY.SI OT OT SVN 08/06 EUR 42.91 23.6 42.9 4.8

n PAREX ASSET MANAGEMENT IPAS
Republikas square 2a, Riga, LV-1522, Latvia

www.parexgroup.com Tel: +371 67010810
Parex Eastern Europ Bal OT OT LVA 08/06 EUR 15.02 12.3 22.3 4.4
Parex Eastern Europ Bd EU BD LVA 08/06 USD 16.65 13.7 27.1 8.5
Parex Russian Eq EE EQ LVA 08/06 USD 21.88 12.1 35.8 -7.1

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
Pictet-Agriculture-P EUR GL EQ LUX 08/06 EUR 131.99 8.8 28.2 NS
Pictet-Asian Eq ExJpn-I USD AS EQ LUX 08/09 USD 175.93 0.3 15.6 -0.5
Pictet-Asian Eq ExJpn-P USD AS EQ LUX 08/09 USD 166.59 -0.2 14.7 -1.4
Pictet-Biotech-P USD OT EQ LUX 08/06 USD 270.00 -4.6 -3.9 -15.6
Pictet-CHF Liquidity-P CH MM LUX 08/06 CHF 124.12 -0.1 -0.1 0.2
Pictet-CHF Liquidity-P dy CH MM LUX 08/06 CHF 93.33 -0.1 -0.1 0.2
Pictet-Conv. Bonds-P EUR EU BD LUX 08/06 EUR 100.93 NS NS NS
Pictet-Digital Comm-P USD OT EQ LUX 08/06 USD 123.54 5.7 22.1 6.6
Pictet-Eastern Europe-P EUR EU EQ LUX 08/06 EUR 361.92 15.1 46.1 -0.9
Pictet-Emerging Markets-P USD GL EQ LUX 08/09 USD 533.87 0.1 18.8 -3.5
Pictet-Eu Equities Sel-P EUR EU EQ LUX 08/06 EUR 424.16 4.0 17.3 -4.4
Pictet-EUR Bonds-P EU BD LUX 08/06 EUR 406.27 5.7 7.3 6.3
Pictet-EUR Bonds-Pdy EU BD LUX 08/06 EUR 297.92 5.7 7.3 6.3
Pictet-EUR Corporate Bonds-P EU BD LUX 08/06 EUR 155.16 4.9 9.4 9.2
Pictet-EUR Corporate Bonds-Pdy EU BD LUX 08/06 EUR 105.18 4.9 9.4 9.2
Pictet-EUR High Yield-P EU BD LUX 08/06 EUR 163.88 12.1 26.7 11.8
Pictet-EUR High Yield-Pdy EU BD LUX 08/06 EUR 89.82 12.1 26.7 11.8
Pictet-EUR Liquidity-P EU MM LUX 08/06 EUR 136.13 0.1 0.3 1.2
Pictet-EUR Liquidity-Pdy EU MM LUX 08/06 EUR 96.78 0.1 0.3 1.2
Pictet-EUR Sovereign Liq-P EU MM LUX 08/06 EUR 102.41 0.0 0.0 0.9
Pictet-EUR Sovereign Liq-Pdy EU MM LUX 08/06 EUR 99.93 0.0 0.0 0.9
Pictet-Europe Index-P EUR EU EQ LUX 08/06 EUR 105.24 4.2 16.3 -2.4
Pictet-European Sust Eq-P EUR EU EQ LUX 08/06 EUR 138.51 4.1 16.9 -2.0
Pictet-Glo Emerging Debt-P USD GL BD LUX 08/06 USD 264.51 8.4 15.2 14.5
Pictet-Glo Emerging Debt-Pdy USD GL BD LUX 08/06 USD 171.79 8.4 15.2 14.5
Pictet-Greater China-P USD AS EQ LUX 08/09 USD 345.78 -2.3 8.4 3.1
Pictet-Indian Equities-P USD EA EQ LUX 08/09 USD 389.77 6.9 26.3 5.8
Pictet-Japan Index-P JPY JP EQ LUX 08/09 JPY 8392.28 -5.0 -8.5 -17.1
Pictet-Japanese Eq 130/30-P JPY JP EQ LUX 08/09 JPY 4225.18 -3.6 -6.0 -15.5
Pictet-Japanese Eq Sel-I JPY JP EQ LUX 08/09 JPY 7310.18 -5.1 -8.9 -20.0
Pictet-Japanese Eq Sel-P JPY JP EQ LUX 08/09 JPY 7063.00 -5.4 -9.4 -20.5
Pictet-MENA-P USD OT OT LUX 08/08 USD 47.38 5.4 0.4 NS
Pictet-Pac (ExJpn) Idx-P USD AS EQ LUX 08/06 USD 271.82 -0.5 17.2 2.2
Pictet-Piclife-P CHF CH BA LUX 08/06 CHF 794.76 0.8 5.8 0.7
Pictet-Premium Brands-P EUR OT EQ LUX 08/06 EUR 76.70 18.6 41.3 13.6
Pictet-Russian Equities-P USD EE EQ LUX 08/06 USD 68.68 7.1 46.2 -5.0
Pictet-Security-P USD GL EQ LUX 08/06 USD 106.49 7.4 22.7 5.7
Pictet-Small Cap Europe-P EUR EU EQ LUX 08/06 EUR 495.49 10.2 24.4 -1.0
Pictet-Timber-P USD GL EQ LUX 08/06 USD 108.06 1.9 17.6 NS
Pictet-USA Index-P USD US EQ LUX 08/06 USD 91.69 1.5 13.4 -5.1
Pictet-USD Government Bonds-P US BD LUX 08/06 USD 542.10 6.3 7.8 6.1
Pictet-USD Government Bonds-Pdy US BD LUX 08/06 USD 387.62 6.3 7.8 6.1
Pictet-USD Liquidity-P US MM LUX 08/06 USD 131.10 0.1 0.1 0.7
Pictet-USD Liquidity-Pdy US MM LUX 08/06 USD 84.89 0.0 0.1 0.7
Pictet-USD Sovereign Liq-P US MM LUX 08/06 USD 101.59 0.0 0.0 0.7
Pictet-USD Sovereign Liq-Pdy US MM LUX 08/06 USD 100.09 0.0 0.0 0.7
Pictet-Water-P EUR GL EQ LUX 08/06 EUR 135.31 10.3 21.7 1.7
Pictet-World Gvt Bonds-P USD EU BD LUX 08/09 USD 173.12 4.9 8.4 7.1
Pictet-World Gvt Bonds-Pdy USD EU BD LUX 08/09 USD 140.39 4.9 8.4 7.1

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 08/06 USD 14.20 5.6 27.5 6.5
Japan Fund USD JP EQ IRL 08/09 USD 16.65 4.8 2.7 5.7
Polar Healthcare Class I USD OT EQ IRL 08/06 USD 12.02 -7.0 3.9 NS
Polar Healthcare Class R USD OT EQ IRL 08/06 USD 11.96 -7.4 3.4 NS

n Hemisphere Management (Ireland) Limited

Discovery USD A OT OT CYM 06/30 USD 107.24 10.8 12.5 12.2
Elbrus USD A GL EQ CYM 06/25 USD 10.42 35.9 -24.7 -17.9
Europn Conviction USD B EU EQ CYM 06/30 USD 135.80 -1.1 2.4 9.7
Europn Forager USD B EU EQ CYM 06/30 USD 236.01 5.4 18.1 8.9
Latin America USD A GL EQ CYM 04/30 USD 14.21 2.2 -4.7 14.7
Paragon Limited USD A EU EQ CYM 11/28 USD 324.09 12.7 12.7 14.2
UK Fund USD A OT OT CYM 06/30 USD 171.09 -7.0 -0.4 2.6

n PT CIPTADANA ASSET MANAGEMENT
Tel: +6221 25574 883 Fax: +6221 25574 893 Website: www.ciptadana-asset.com
Indonesian Grth Fund GL EQ BMU 08/04 USD 151.66 19.1 47.8 13.8

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
ACTION FRANCE A EU EQ IRL 08/06 EUR 689.13 -2.6 10.0 -7.3
CORE EUROZONE EQ B EU EQ IRL 08/06 EUR 827.52 -0.5 11.1 -5.2
EURO FIXED INCOME A EU BD IRL 08/06 EUR 1338.06 7.5 12.3 5.3
EURO FIXED INCOME B EU BD IRL 08/06 EUR 1433.88 7.9 13.0 6.0
EUROPEAN SMALL CAP A EU EQ IRL 08/06 EUR 1309.50 9.1 22.0 -2.3
EUROPEAN SMALL CAP B EU EQ IRL 08/06 EUR 1407.73 9.4 22.7 -1.7
EUROZONE AGG A EUR EU EQ IRL 08/06 EUR 680.84 3.8 16.7 -4.3
EUROZONE AGG B EUR EU EQ IRL 08/06 EUR 981.94 4.2 17.4 -3.7
GLB REAL EST SEC A OT EQ IRL 08/06 USD 946.36 5.5 18.7 -8.3
GLB REAL EST SEC B OT EQ IRL 08/06 USD 979.16 5.9 19.4 -7.8
GLB REAL EST SEC EH A OT EQ IRL 08/06 EUR 838.37 4.2 15.7 -9.8
GLB REAL EST SEC SH B OT EQ IRL 08/06 GBP 79.22 4.6 16.8 -9.9
GLB STRAT YIELD A EU BD IRL 08/06 EUR 1740.39 8.3 21.8 9.6
GLB STRAT YIELD B EU BD IRL 08/06 EUR 1868.96 8.7 22.5 10.2
GLOBAL BOND A EU BD IRL 08/06 EUR 1274.78 15.4 21.5 15.4
GLOBAL BOND B EU BD IRL 08/06 EUR 1362.53 15.8 22.2 16.1
GLOBAL BOND EH A GL BD IRL 08/06 EUR 1490.42 8.4 13.2 8.5
GLOBAL BOND EH B GL BD IRL 08/06 EUR 1587.63 8.8 13.9 9.2
JAPAN EQUITY A JP EQ IRL 08/06 JPY 10919.09 -6.2 -11.1 -16.7
JAPAN EQUITY B JP EQ IRL 08/06 JPY 11679.86 -5.8 -10.6 -16.2
PAC BASIN (X JPN) A AS EQ IRL 08/06 USD 2326.46 1.8 16.9 5.5
PAC BASIN (X JPN) B AS EQ IRL 08/06 USD 2491.77 2.1 17.6 6.1
PAN EUROPEAN EQUITY A EU EQ IRL 08/06 EUR 1007.69 4.7 17.1 -3.3
PAN EUROPEAN EQUITY B EU EQ IRL 08/06 EUR 1077.92 5.1 17.8 -2.8
US EQUITY A US EQ IRL 08/06 USD 866.03 -0.8 11.1 -7.5
US EQUITY B US EQ IRL 08/06 USD 930.53 -0.4 11.8 -7.0
US SMALL CAP EQUITY A US EQ IRL 08/06 USD 1336.16 3.7 16.3 -6.2
US SMALL CAP EQUITY B US EQ IRL 08/06 USD 1436.60 4.0 17.0 -5.6

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
A company of Amundi Group
Bonds ConvEurope A EU BD LUX 08/06 EUR 31.96 7.8 10.2 1.5
Bonds Eur Corp A EU BD LUX 08/05 EUR 23.82 3.2 5.7 5.4
Bonds Eur Hi Yld A EU BD LUX 08/05 EUR 22.15 7.6 17.4 7.9
Bonds EURO A EU BD LUX 08/06 EUR 42.86 4.4 5.5 7.5
Bonds Europe A EU BD LUX 08/06 EUR 41.10 5.1 5.3 7.1
Bonds US MtgBkSec A US BD LUX 04/29 USD 24.41 -4.7 11.9 0.0
Bonds World A GL BD LUX 08/05 USD 43.41 3.4 4.8 5.6
Eq. AsiaPac Dual Strategies A AS EQ LUX 08/06 USD 10.18 -2.3 13.0 -0.7
Eq. China A AS EQ LUX 08/06 USD 22.47 -6.9 1.0 2.5
Eq. Concentrated Euroland A EU EQ LUX 08/06 EUR 87.42 -6.0 3.7 -10.6
Eq. ConcentratedEuropeA EU EQ LUX 08/06 EUR 27.68 2.5 13.3 -6.5
Eq. Emerging Europe A EU EQ LUX 08/05 EUR 27.00 14.6 41.9 -7.7
Eq. Equities Global Energy OT EQ LUX 08/06 USD 16.47 -9.2 2.7 -16.4
Eq. Euroland A EU EQ LUX 08/06 EUR 10.51 -2.9 9.5 -10.6
Eq. Euroland MidCapA EU EQ LUX 04/30 EUR 14.61 1.4 -45.7 -33.8
Eq. Euroland Small Cap A EU EQ LUX 08/06 EUR 148.69 5.3 19.5 -1.4
Eq. EurolandCyclclsA OT EQ LUX 08/06 EUR 18.23 2.4 13.8 -5.7
Eq. EurolandFinancialA OT EQ LUX 08/05 EUR 10.80 -4.6 2.3 -12.5
Eq. Glbl Emg Cty A GL EQ LUX 08/06 USD 9.00 -7.0 4.1 -7.9
Eq. Global A GL EQ LUX 08/06 USD 27.37 -1.7 10.6 -6.3

Eq. Global Resources A GL EQ LUX 08/06 USD 110.55 1.2 16.8 -4.5
Eq. Gold Mines A OT EQ LUX 08/05 USD 32.80 8.3 24.3 16.5
Eq. India A EA EQ LUX 08/06 USD 138.12 5.6 21.9 5.7
Eq. Japan CoreAlpha A JP EQ LUX 08/06 JPY 7237.23 -0.2 -9.7 -10.4
Eq. Japan Sm Cap A JP EQ LUX 08/06 JPY 1006.26 -5.9 -8.9 -10.5
Eq. Japan Target A JP EQ LUX 08/09 JPY 1589.11 -3.0 -11.4 -8.2
Eq. Latin America A GL EQ LUX 08/05 USD 116.18 -0.1 23.7 -4.4
Eq. US ConcenCore A US EQ LUX 08/06 USD 22.21 -1.8 13.6 -2.6
Eq. US Focused A US EQ LUX 08/06 USD 15.61 -1.6 6.2 -16.2
Eq. US Lg Cap Gr A US EQ LUX 08/05 USD 14.86 -2.6 8.6 -10.3
Eq. US Mid Cap A US EQ LUX 08/05 USD 32.25 7.9 25.1 -0.8
Eq. US Multi Strg A US EQ LUX 08/06 USD 21.26 -0.1 11.0 -9.5
Eq. US Rel Val A US EQ LUX 08/06 USD 20.50 -0.5 10.6 -9.2
Eq. US Sm Cap Val A US EQ LUX 08/06 USD 16.26 1.9 10.8 -14.3
Money Market EURO A EU MM LUX 08/05 EUR 27.45 0.2 0.4 1.5
Money Market USD A US MM LUX 08/05 USD 15.85 0.1 0.2 0.8

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
MENA Real Estate Fund OT OT ARE 07/29 USD 846.99 -11.9 -10.8 -30.2
MENA Special Sits Fund OT OT BMU 06/30 USD 1088.52 0.9 5.9 NS
UAE Blue Chip Fund OT OT ARE 07/29 AED 4.69 -11.9 -11.8 -38.6

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

n YMR-N Series
YMR-N Growth Fund JP EQ IRL 08/09 JPY 8579.00 -9.3 -7.9 -17.1
YMR-N Small Cap Fund JP EQ IRL 08/09 JPY 6250.00 -10.9 -13.0 -15.2

n Yuki 77 Series
Yuki 77 General JP EQ IRL 08/09 JPY 5359.00 -12.9 -17.0 -22.9

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 08/09 JPY 6173.00 -9.6 -8.7 -18.6
Yuki Chugoku JpnLowP JP EQ IRL 08/09 JPY 7448.00 -1.2 -12.3 -16.1

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 08/09 JPY 4067.00 -13.0 -14.9 -24.0
Yuki Hokuyo Jpn Inc JP EQ IRL 08/09 JPY 4858.00 -7.4 -11.5 -19.5
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 08/09 JPY 4533.00 -11.2 -14.0 -15.4

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III JP EQ IRL 08/09 JPY 3839.00 -13.1 -15.1 -25.9
Yuki Mizuho Jpn Dyn Gro JP EQ IRL 08/09 JPY 4130.00 -11.5 -15.2 -25.5
Yuki Mizuho Jpn Exc 100 JP EQ IRL 08/09 JPY 6003.00 -13.9 -13.2 -21.3
Yuki Mizuho Jpn Gen JP EQ IRL 08/09 JPY 7861.00 -8.8 -10.5 -18.6
Yuki Mizuho Jpn Gro JP EQ IRL 08/09 JPY 5766.00 -9.3 -13.3 -19.3
Yuki Mizuho Jpn Inc JP EQ IRL 08/09 JPY 7197.00 -5.7 -9.1 -20.4
Yuki Mizuho Jpn Lg Cap JP EQ IRL 08/09 JPY 4613.00 -11.1 -13.0 -20.9
Yuki Mizuho Jpn LowP JP EQ IRL 08/09 JPY 10869.00 -6.0 -11.4 -13.8
Yuki Mizuho Jpn PGth JP EQ IRL 08/09 JPY 6831.00 -14.2 -18.1 -24.1
Yuki Mizuho Jpn SmCp JP EQ IRL 08/09 JPY 6482.00 -9.2 -9.8 -13.4
Yuki Mizuho Jpn Val Sel AS EQ IRL 08/09 JPY 5203.00 -7.9 -12.8 -17.2
Yuki Mizuho Jpn YoungCo AS EQ IRL 08/09 JPY 2385.00 -12.5 -18.7 -20.5

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 08/09 JPY 4952.00 -8.7 -10.6 -19.4
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MARKETS

to determine whether the proposed
divestiture would be likely to allevi-
ate its competition concerns.

The commission said it expects to
make a decision on Sept. 9. Under
the complex original deal, NAB
would have kept the unit’s Austra-
lian wealth-management business
but sold its Asian assets back to par-
ent AXA.

The news raised hopes that NAB’s
stalled deal, which has the support
of both AXA Asia Pacific’s indepen-
dent directors and parent AXA SA,
might go ahead. AXA Asia Pacific
shares shot up 5.4% in Sydney to
A$5.49, and IOOF shares rose 4.1% to
A$6.85. NAB rose two cents, or 0.1%,
to A$25.05, after being down early
on fears it might overpay or give up
too much to make the deal work.

NAB said the sale of North to
IOOF and related steps, including
funding for planned software and
product enhancements and non-
compete clauses running for three
years, were designed to address the
regulator’s concerns.

“NAB has listened to the ACCC’s
concerns and taken them into ac-
count in developing the divestment
proposal,” Steve Tucker, NAB’s head
of wealth-management operations,
said in a statement.

Continued from page 17

The proposal includes an arrange-
ment to ensure IOOF access to soft-
ware from U.S. software developer
DST Systems Inc. that underpins the
platform. It also includes an ar-
rangement to fund planned enhance-
ments to the software to support an
expanded range of functions. These
functions include the provision of
model portfolios, term deposits and
a direct-equities capability.

IOOF will also exclusively provide
platform-administration services to
AXA Asia Pacific for the North prod-
ucts for at least three years after the
planned enhancements to the plat-
form, which currently holds around
A$1.4 billion in funds under adminis-
tration.

IOOF didn’t disclose the purchase
price for North.

Regulator will take
a new look as NAB
revises offer for AXA

Pound at a crossroad
Bank of England’s Inflation Report could bring a dive or a leap

LONDON—Sterling is looking
particularly sensitive right now.
This week’s Bank of England quar-
terly Inflation Report holds the po-
tential to push it hard, either higher
or lower.

The report, due Wednesday, is
always a key event for the pound
because it sets out the BOE’s views
on the outlook for inflation in the
U.K.—a solid clue about the likely
course of interest rates, which play
a big role in determining the ex-
change rate.

This time, though, the report
comes at a rare moment when trad-
ers are neither too positive nor ex-
cessively negative on the pound.
That gives the Inflation Report
added weight in setting the cur-
rency’s direction over the next few
weeks.

It is “the fundamental focus for
sterling,” said Daragh Maher, dep-
uty head of global foreign-exchange
strategy at Credit Agricole CIB.

Few market watchers have a
strong sense of what the report is
likely to contain. “Stronger-than-ex-
pected growth and inflation during
the second quarter of 2010 could
provide the grounds for a hawkish
report, but the tone of recent BOE
testimony suggests that the report
will actually be quite dovish,” Mr.
Maher said.

The pound has had a rough ride
so far this year, It fell heavily as the
May general election approached
and remained under pressure as the
vote’s outcome was uncertain.

Since then, however, many con-
cerns over the U.K. economy have
eased. Worries about the outlook
for the U.S. economy have taken
root in the currency markets as a
whole.

Sterling has climbed by some
10% against the dollar since June,
coming close to $1.60 against the
dollar for the first time in six
months. Against other key curren-

cies, sterling’s rally has been more
modest, but it has still risen by
more than 2% against a basket of
currencies from the U.K.’s biggest
trading partners since June.

Now, data released by the Com-
modity Futures Trading Commission
show that for the first time since
December, traders are roughly
equally balanced between those

with negative and positive bets on
the currency.

The biggest danger to sterling
would probably come if the BOE ex-
plicitly retains the option for fur-
ther quantitative easing—buying
U.K. government bonds with freshly
created central-bank money. Down-
grades to the BOE’s growth fore-
casts in the light of the U.K. govern-
ment’s plans for fiscal consolidation
could also sting.

These concerns make a setback
in the currency seem likely, even for
those who have a positive long-term
view of its prospects.

“We judge that the Inflation Re-
port could cause the currency to
pull back slightly before advancing
further,” said Michael Sneyd, a for-
eign-exchange economist at Barclays
Wealth.

Only one thing could potentially
overshadow the report in terms of
sterling’s prospects: the dollar.

The market as a whole is being
driven by a widespread decline in
the U.S. currency—a trend that has
accelerated since Friday’s disap-
pointing report on employment in
the U.S. Tuesday’s Federal Reserve
meeting could hit the dollar hard
and send sterling soaring, whatever
the Inflation Report contains.

“The market’s psyche is very
negative on the dollar at the mo-
ment,” said Steven Barrow, a senior
currency strategist at Standard
Bank.

BY CLARE CONNAGHAN
AND KATIE MARTIN

NAB’s first offer didn’t pass muster

Reuters

The pound has had a rough
ride this year. It fell heavily as
the May election approached,
but has rebounded some 10%
against the dollar since June.
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Indonesia arrests Bashir,
prominent Islamic cleric

Indonesian police arrested the
country’s best-known radical Islamic
cleric, marking the latest effort by
authorities to halt the spread of new
terrorist networks in Southeast
Asia.

The arrest was also a reminder
that for all of Indonesia’s antiterror-
ism success in recent years, authori-
ties still haven’t delivered a mortal
blow to alleged militant groups that
analysts fear could continue to
threaten the region.

Police arrested 71-year-old Abu
Bakar Bashir in West Java Monday
morning on suspicions that he as-
sisted in developing a new jihadi cell
in Indonesia’s Aceh province.

Authorities disrupted the group
in a series of raids earlier this year
in which more than 20 suspected
leaders were arrested or killed, but
some of its members remain at large
and authorities continue to warn of
possible attacks. Police said Mr.
Bashir was actively involved in es-
tablishing the network and provided
financial support.

Five other suspects were
rounded up Sunday, the Associated
Press reported, and police said they
have seized large caches of assault
weapons, ammunition and explo-
sives. Police also said they had dis-
covered a bomb-making laboratory
in Cibiru, a village 180 kilometers
southeast of the capital.

Mr. Bashir has repeatedly denied
involvement in terrorist activities

and maintained he is being singled
out for his efforts to promote Is-
lamic law in Indonesia. He repeated
those denials as he was taken into
national police headquarters on
Monday.

“The United States is behind
this!” he shouted, the AP reported.
“This arrest is a blessing.…I will be
rewarded by Allah!”

A spokesman for the U.S. Em-
bassy in Jakarta said it had no com-
ment on the arrest. Efforts to reach
Mr. Bashir’s lawyer were unsuccess-
ful. Police have one week to file
charges.

The arrest was interpreted by
some intelligence analysts as a sign
that authorities are growing more
ambitious in their multiyear cam-
paign to stamp out Islamic radical-
ism in the country, the world’s
fourth-largest, with 240 million peo-
ple.

Mr. Bashir has long been re-
garded as a spiritual leader of Je-
maah Islamiyah, a terrorist group
with links to al Qaeda that aims to
create an Islamic state across much
of Southeast Asia. Jemaah Islamiyah
has carried out attacks at night-
clubs, embassies and hotels in Indo-
nesia in the past decade, killing
more than 200 people.

Mr. Bashir was cofounder of an
influential Islamic boarding school
in Indonesia in the 1970s that edu-
cated several Indonesians later con-
victed of terrorist acts.

Authorities arrested Mr. Bashir
twice before over the past decade,
but have failed to prove their most
serious charges against him. He
served several years in prison for
lesser convictions, including con-
spiracy in relation to a 2002 attack
on the resort island of Bali that
killed 202 mostly Western tourists,
but he was released in 2006. Indo-
nesia’s Supreme Court overturned
his conviction in the Bali case.

Mr. Bashir maintained a rela-
tively low profile after his release
and resumed work at his school in
Central Java. But he continued to
lecture across the country and re-
mained critical of the U.S., which he
described as a “state terrorist.”
More recently, he formed a new
above-ground Islamic group, Jemaah
Ansharut Tauhid, which publicly re-
nounced violence and focused on
promoting religious education and
the imposition of Shariah law in In-
donesia.

Intelligence experts suspected
the group had ties to violent ex-
tremists, however. In May, authori-
ties arrested three of the group’s
members for allegedly raising
money for Aceh-based activities,
which included an Islamic-militant
training camp.

The cell is accused of planning to
attack Jakarta hotels and embassies
along the lines of a brazen siege in
Mumbai in 2008 that killed 166 peo-
ple. It is also linked to unsuccessful
plans to assassinate Indonesian
President Susilo Bambang Yud-
hoyono. Mr. Bashir “played an active
role” in preparing the group’s plans,
said police spokesman Maj. Gen. Ed-
ward Aritonang.

“They would not have picked him
up this time unless they really had
the goods,” said Sidney Jones, an In-
donesia expert for the International
Crisis Group, a Brussels-based think
tank. “You do not take on something
this high-profile” after twice failing
to score a major conviction before,
she added.

An Asia-based intelligence offi-
cial said Indonesian investigators
are confident they have identified a
money trail linking Mr. Bashir and
his group to the alleged terrorists
arrested in Aceh earlier this year.
“They think they can make this
stick,” he said.

Terrorism experts were divided

on how important Mr. Bashir’s ar-
rest would be in the long run. Indo-
nesian authorities have arrested or
killed scores of alleged terrorists in
recent years, and the frequency of
attacks has declined, leading many
analysts to conclude the government
is succeeding in its war against radi-
calism.

“Terrorism won’t end with
Bashir, but if he is charged and tried
and sentenced, it will be very diffi-
cult to replace” him, said Rohan Gu-
naratna, head of the International
Center for Political Violence at Sin-
gapore’s Nanyang Technological Uni-
versity. He described Mr. Bashir as
“the most important terrorist in
Southeast Asia.”

But Ms. Jones said elements of

the Aceh cell remain at large. Even if
Mr. Bashir was helping fund the
group, she said, his influence was
waning as other radicals emerged.

Mr. Bashir “is just one individual,
and taking one person out of the
network, even if that person has a
big name, it doesn’t have a defini-
tive impact on the security situa-
tion,” she said.

Indonesia’s security situation “is
probably getting a little better, but
it remains unpredictable in the
sense that we’re no longer dealing
with large organizations but small,
dispersed groups” that have the po-
tential to plan attacks, she said.

—Yayu Yuniar
and James Hookway

contributed to this article.

BY PATRICK BARTA

Special police escort cleric Abu Bakar Bashir, arrested on suspicion of aiding a
new radical-Islamist cell, to headquarters in Jakarta on Monday.
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Netanyahu criticizes Turkey in testimony
JERUSALEM—Prime Minister

Benjamin Netanyahu defended the
deadly raid of a Gaza aid flotilla in
testimony before an Israeli commis-
sion investigating the incident on
Monday, saying Turkey had rebuffed
Israel’s high-level diplomatic appeals
to call off the flotilla.

“As we got closer to the date, it
became clear our diplomatic efforts
would not stop it,” Mr. Netanyahu
said. “It appears that the Turkish
government did not see the prospect
of a clash between Turkish activists
and Israel as something that clashed
with its interests.”

Turkey’s foreign ministry didn’t
comment.

Mr. Netanyahu also appeared to
lay some of the blame for the May 31
operation, in which Israeli comman-
dos shot and killed nine Turkish pas-
sengers, on Defense Minister Ehud
Barak and the Israeli military leader-
ship who planned the operation.

Mr. Netanyahu said he had as-
signed Mr. Barak to oversee the raid,
as Mr. Netanyahu was abroad at the
time preparing for a meeting with
President Barack Obama in Washing-
ton. He said the Israeli military was
responsible for planning the opera-
tional details of the raid.

The remarks stirred up a storm
in the press, and Mr. Netanyahu
called a news conference a few
hours later to clarify that he ac-
cepted overall responsibility for the
raid.

The opposition centrist Kadima
Party said Mr. Netanyahu had tried
to “put the blame on others and
made the Israeli military into a
punching-bag.”

Mr. Barak’s office had no com-
ment about Mr. Netanyahu’s testi-
mony. Mr. Netanyahu was the first
person to testify before the govern-
ment-appointed commission led by
a retired Israeli Supreme Court jus-
tice. Mr. Barak is due to testify on
Tuesday to the group, which in-
cludes three Israelis and two foreign
observers.

With Mr. Barak under pressure
from some members of his left-of-
center Labor Party to quit Mr. Ne-
tanyahu’s coalition because of the
slow pace of progress toward peace
with the Palestinians, any rift be-
tween the two leaders could destabi-
lize Mr. Netanyahu’s government.

The findings of the Jerusalem-
based inquiry could also affect an
increasingly bitter fight among the
military’s top brass to succeed Lt.
Gen. Gabi Ashkenazi as Chief of Staff
of the Israeli military as the end of

his term early next year approaches.
Gen. Ashkenazi will testify on
Wednesday.

Mr. Netanyahu’s account of the
behind-the-scenes diplomacy with
Turkey in the days before the raid
was the first such detailed account
from the prime minister’s office. He
said that his office “held contacts

with the highest levels of the Turk-
ish government” beginning on May
14, over two weeks before the raid,
and continuing until the eve of the
operation.

The six-ship flotilla trying to de-
liver aid to Gaza was intercepted by
Israeli naval commandos enforcing
the blockade of the strip, which Is-
rael says is aimed at weakening
Hamas’s hold on the territory and
preventing the smuggling of weap-
ons. When troops met resistance,
they opened fire and killed nine
Turkish activists, one of them a dual
American citizen.

The bloody raid triggered a
storm of international criticism,
nearly ruptured Israel’s ties with
Turkey, and led to Israel’s relenting
to international pressure to ease the
blockade.

A separate Israeli military com-
mission found that Israeli comman-
dos’ use of force in response to at-
tacks from passengers on board the
ship was justified but faulted the
military for faulty intelligence and
planning in the run-up to the opera-
tion.

A United Nations investigatory
commission, announced last week, is
due to begin work on Tuesday. Both
Israel and Turkey are cooperating
with the U.N. panel.

Benjamin Netanyahu arrives to testify.
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WORLD NEWS

Police arrested 71-year-old
Abu Bakar Bashir on
suspicions that he assisted
a new jihadi cell.

Taliban claim
they hold 21
Afghan troops

KABUL—The Taliban took 21 Af-
ghan soldiers hostage and want to
exchange the men for militants held
in government prisons, a Western
official and insurgents said.

Also Monday, the U.S.-led coali-
tion said two Marines were killed
Saturday by a detainee, and the
head of operations for an Afghan se-
curity contractor quit under pres-
sure from President Hamid Karzai.

The Taliban ambushed the sol-
diers Wednesday in Laghman prov-
ince, east of Kabul, engaging in a
daylong gun battle that killed sev-
eral soldiers and insurgents, accord-
ing to the Taliban and Afghan gov-
ernment officials.

A Taliban spokesman, Zabihullah
Mujahid, said the insurgent group
was holding 21 Afghan soldiers. A
Western official in Kabul and a se-
nior Afghan defense official con-
firmed the claim.

“We will exchange these soldiers
with the government,” said Mr. Mu-
jahid, the Taliban spokesman. The
Afghan Defense Ministry said the
Taliban had taken no hostages.

BY MARIA ABI-HABIB

BY CHARLES LEVINSON

Tuesday, August 10, 2010 THE WALL STREET JOURNAL. 23

For information about listing your funds, please contact: Justin Jones tel: +44 0203 426 1167; email: justin.jones@dowjones.com

Data as shown is for information purposes only. No offer is being made by
Morningstar, Ltd. or this publication. Funds shown aren’t registered with the
U.S. Securities and Exchange Commission and aren’t available for sale to United
States citizens and/or residents except as noted. Prices are in local currencies.
All performance figures are calculated using the most recent prices available.

NAV —%RETURN—
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV —%RETURN—
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV —%RETURN—
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV —%RETURN—
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

n ALLIANCE BERNSTEIN
www.alliancebernstein.com/investments Tel. +800 2263 8637
Am Blend Portfolio A US EQ LUX 08/06 USD 10.09 -2.7 8.5 -8.5
Am Blend Portfolio I US EQ LUX 08/06 USD 11.92 -2.5 9.1 -7.8
Am Growth A US EQ LUX 08/06 USD 29.41 -5.9 8.5 -2.3
Am Growth B US EQ LUX 08/06 USD 24.58 -6.4 7.4 -3.2
Am Growth I US EQ LUX 08/06 USD 32.75 -5.4 9.4 -1.5
Am Income A US BD LUX 08/06 USD 8.87 8.8 16.5 10.9
Am Income A2 US BD LUX 08/06 USD 20.74 8.9 16.6 10.9
Am Income B US BD LUX 08/06 USD 8.87 8.3 15.6 10.0
Am Income B2 US BD LUX 08/06 USD 17.80 8.5 15.7 10.1
Am Income I US BD LUX 08/06 USD 8.87 9.1 17.1 11.5
Emg Mkts Debt A GL BD LUX 08/06 USD 16.62 10.8 21.6 13.7
Emg Mkts Debt A2 GL BD LUX 08/06 USD 22.32 11.0 21.6 13.8

Emg Mkts Debt B GL BD LUX 08/06 USD 16.62 10.2 20.4 12.6
Emg Mkts Debt B2 GL BD LUX 08/06 USD 21.37 10.4 20.5 12.7
Emg Mkts Debt I GL BD LUX 08/06 USD 16.62 11.2 22.2 14.3
Emg Mkts Growth A GL EQ LUX 08/06 USD 34.98 1.0 20.4 -4.1
Emg Mkts Growth B GL EQ LUX 08/06 USD 29.47 0.3 19.2 -5.0
Emg Mkts Growth I GL EQ LUX 08/06 USD 38.97 1.5 21.4 -3.3
Eur Growth A EU EQ LUX 08/06 EUR 7.40 5.3 15.3 -5.3
Eur Growth B EU EQ LUX 08/06 EUR 6.62 4.7 14.3 -6.2
Eur Growth I EU EQ LUX 08/06 EUR 8.11 5.7 16.4 -4.5
Eur Income A EU BD LUX 08/06 EUR 6.92 8.4 16.9 10.3
Eur Income A2 EU BD LUX 08/06 EUR 13.99 8.7 17.1 10.4
Eur Income B EU BD LUX 08/06 EUR 6.92 8.0 16.2 9.5
Eur Income B2 EU BD LUX 08/06 EUR 12.96 8.3 16.2 9.6
Eur Income I EU BD LUX 08/06 EUR 6.92 8.7 17.5 10.9
Eur Strat Value A EU EQ LUX 08/06 EUR 8.60 0.8 10.8 -11.6
Eur Strat Value I EU EQ LUX 08/06 EUR 8.84 1.1 11.6 -10.9
Eur Value A EU EQ LUX 08/06 EUR 9.23 0.3 10.9 -8.5
Eur Value B EU EQ LUX 08/06 EUR 8.44 -0.2 9.9 -9.4
Eur Value I EU EQ LUX 08/06 EUR 10.71 0.8 11.9 -7.8
Gl Balanced (Euro) A EU BA LUX 08/06 USD 15.50 NS NS NS
Gl Balanced (Euro) B EU BA LUX 08/06 USD 15.02 NS NS NS
Gl Balanced (Euro) C EU BA LUX 08/06 USD 15.35 NS NS NS
Gl Balanced (Euro) I EU BA LUX 08/06 USD 15.85 NS NS NS
Gl Balanced A US BA LUX 08/06 USD 16.47 -0.1 8.7 -5.0
Gl Balanced B US BA LUX 08/06 USD 15.57 -0.6 7.6 -5.9
Gl Balanced I US BA LUX 08/06 USD 17.16 0.4 9.5 -4.3
Gl Bond A US BD LUX 08/06 USD 9.66 7.0 11.1 8.5
Gl Bond A2 US BD LUX 08/06 USD 17.14 7.1 11.1 8.5
Gl Bond B US BD LUX 08/06 USD 9.66 6.4 10.0 7.5
Gl Bond B2 US BD LUX 08/06 USD 14.92 6.4 9.9 7.4
Gl Bond I US BD LUX 08/06 USD 9.66 7.3 11.7 9.1
Gl Conservative A US BA LUX 08/06 USD 15.00 2.1 7.9 0.4

Gl Conservative A2 US BA LUX 08/06 USD 17.28 2.1 7.9 0.4
Gl Conservative B US BA LUX 08/06 USD 14.97 1.5 6.8 -0.6
Gl Conservative B2 US BA LUX 08/06 USD 16.32 1.4 6.8 -0.6
Gl Conservative I US BA LUX 08/06 USD 15.09 2.5 8.7 1.2
Gl Eq Blend A GL EQ LUX 08/06 USD 11.09 -4.9 6.4 -14.7
Gl Eq Blend B GL EQ LUX 08/06 USD 10.35 -5.5 5.4 -15.5
Gl Eq Blend I GL EQ LUX 08/06 USD 11.76 -4.4 7.3 -13.9
Gl Growth A GL EQ LUX 08/06 USD 40.13 -4.2 8.1 -14.7
Gl Growth B GL EQ LUX 08/06 USD 33.30 -4.8 7.0 -15.6
Gl Growth I GL EQ LUX 08/06 USD 44.78 -3.8 9.0 -14.0
Gl High Yield A US BD LUX 08/06 USD 4.54 9.8 25.6 11.4
Gl High Yield A2 US BD LUX 08/06 USD 10.18 9.9 25.8 11.3
Gl High Yield B US BD LUX 08/06 USD 4.54 9.1 24.2 10.0
Gl High Yield B2 US BD LUX 08/06 USD 16.27 9.3 24.5 10.1
Gl High Yield I US BD LUX 08/06 USD 4.54 10.2 26.3 12.1
Gl Thematic Res A GL EQ LUX 08/06 USD 14.83 0.7 14.7 3.1
Gl Thematic Res B GL EQ LUX 08/06 USD 12.90 0.1 13.6 2.1
Gl Thematic Res I GL EQ LUX 08/06 USD 16.62 1.2 15.7 3.9
Gl Value A GL EQ LUX 08/06 USD 10.57 -5.1 5.4 -14.4
Gl Value B GL EQ LUX 08/06 USD 9.65 -5.8 4.3 -15.3
Gl Value I GL EQ LUX 08/06 USD 11.29 -4.7 6.2 -13.7
India Growth A EA EQ LUX 08/06 USD 137.44 8.3 29.3 NS
India Growth AX EA EQ LUX 08/06 USD 120.35 8.5 29.6 13.4
India Growth B EA EQ LUX 08/06 USD 143.11 7.6 28.0 NS
India Growth BX EA EQ LUX 08/06 USD 102.25 7.8 28.3 12.3
India Growth I EA EQ LUX 08/06 USD 125.10 8.8 30.3 13.9
Int'l Health Care A OT EQ LUX 08/06 USD 128.32 -6.7 5.9 -8.0
Int'l Health Care B OT EQ LUX 08/06 USD 107.59 -7.2 4.9 -8.9
Int'l Health Care I OT EQ LUX 08/06 USD 140.88 -6.2 6.8 -7.3
Int'l Technology A OT EQ LUX 08/06 USD 110.61 0.2 18.8 -3.6
Int'l Technology B OT EQ LUX 08/06 USD 95.27 -0.4 17.7 -4.6
Int'l Technology I OT EQ LUX 08/06 USD 124.63 0.7 19.8 -2.8

Japan Blend A JP EQ LUX 08/06 JPY 5644.00 -6.3 -7.9 -18.3
Japan Growth A JP EQ LUX 08/06 JPY 5331.00 -9.2 -10.4 -19.9
Japan Growth I JP EQ LUX 08/06 JPY 5512.00 -8.8 -9.7 -19.2
Japan Strat Value A JP EQ LUX 08/06 JPY 5961.00 -2.6 -3.8 -16.8
Japan Strat Value I JP EQ LUX 08/06 JPY 6149.00 -2.1 -3.0 -16.2
Real Estate Sec. A OT EQ LUX 08/06 USD 15.07 5.0 16.6 -7.1
Real Estate Sec. B OT EQ LUX 08/06 USD 13.69 4.3 15.4 -8.0
Real Estate Sec. I OT EQ LUX 08/06 USD 16.27 5.5 17.6 -6.4
Short Mat Dollar A US BD LUX 08/06 USD 7.33 2.5 7.3 1.9
Short Mat Dollar A2 US BD LUX 08/06 USD 10.05 2.7 7.4 1.9
Short Mat Dollar B US BD LUX 08/06 USD 7.33 2.3 6.9 1.5
Short Mat Dollar B2 US BD LUX 08/06 USD 9.97 2.4 6.9 1.5
Short Mat Dollar I US BD LUX 08/06 USD 7.33 2.8 7.9 2.5
US Thematic Portfolio A EUR H US EQ LUX 08/06 EUR 15.57 NS NS NS
US Thematic Portfolio B EUR H US EQ LUX 08/06 EUR 15.56 NS NS NS
US Thematic Portfolio C EUR H US EQ LUX 08/06 EUR 15.56 NS NS NS
US Thematic Portfolio I EUR H US EQ LUX 08/06 EUR 15.57 NS NS NS
US Thematic Research A US EQ LUX 08/06 USD 8.66 1.5 10.7 -5.1
US Thematic Research B US EQ LUX 08/06 USD 7.92 0.9 9.5 -6.1
US Thematic Research I US EQ LUX 08/06 USD 9.37 2.1 11.7 -4.3

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 08/06 GBP 7.98 -3.2 11.7 -0.4
Andfs. Borsa Global GL EQ AND 08/06 EUR 6.20 -4.7 5.5 -12.0
Andfs. Emergents GL EQ AND 08/06 USD 16.85 -2.9 12.5 -2.6

FUND SCORECARD
Euro Money Mkt, Dynamic
These funds tend to have average maturity that exceeds 90 days, but take on more credit and liquidity risk
than stable money-market funds. Ranked on % total return (dividends reinvested) in U.S. dollars for one
year ending August 09, 2010

Leading 10 Performers
FUND FUND LEGAL % Return in $US **
RATING * NAME FUND MGM'T CO. CURR. BASE YTD 1-YR 2-YR 5-YR

1 KEPLER Asset KEPLER-FONDS KAG EURAUT 8.61 82.25 -19.83 -11.89
Backed Sec Fds A

1 ESPA Cash ERSTE-SPARINVEST EURAUT 39.59 80.40 -6.98 -3.81
Asset-Backed A KAG

1 ABS Dynamic Pioneer EURAUT 34.75 75.13 -4.60 -4.38
Cash A Investments Austria GmbH

1 Euro ABS Hypo-Kapitalanlage EURAUT 25.54 71.06 -10.44 -6.53
Income A GmbH

NS Cash ABS ERSTE-SPARINVEST EURAUT 20.55 66.54 -6.43 NS
Mezzanine A KAG

1 Deka-EuroFlex Deka International EURLUX 22.24 50.15 -4.81 -2.77
Plus TF S.A.

1 JB BF ABS Swiss Global EURLUX 6.88 37.88 -3.73 -2.81
EUR A Asset Management AG

1 HSBC Spread HSBC Global Asset EURFRA 7.98 29.53 -8.68 -3.94
ABS Management (France)

1 GIP Invest LRI Invest S.A. EURLUX 8.06 25.78 -10.57 -6.24
Rendite Plus

1 SGAM AI Lyxor EURFRA 13.60 25.29 0.93 -3.19
Crédit Plus International Asset Management

NOTE: Changes in currency rates will affect performance and rankings. Source: Morningstar, Ltd
KEY: ** 2YR and 5YR performance is annualized 1 Oliver’s Yard, 55-71 City Road
NA-not available due to incomplete data; London EC1Y 1HQ United Kingdom
NS-fund not in existence for entire period www.morningstar.co.uk; Email: mediaservice@morningstar.com

Phone: +44 (0)203 107 0038; Fax: +44 (0)203 107 0001
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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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n ALEXANDRA INVESTMENT MANAGEMENT
Alexandra Convertible Bond Fund I, Ltd. (Class A) OT OT VGB 06/30 USD 2068.22 22.3 59.1 NS

n D'AURIOL FUNDS WWW.DAURIOL.BIZ
2 FUNDS OF FUNDS OF HEDGE FUNDS
D'Auriol Alt Non-Lev A EU OT CYM 05/31 EUR 99.61 -2.2 -0.3 -12.2
D'Auriol Opp F3 EUR EU MM CYM 04/30 EUR 975.88 -1.3 0.6 -13.1

n HERMITAGE CAPITAL MANAGEMENT LTD.
Tel: +7501 258 3160 www.hermitagefund.com
The Hermitage Fund GL EQ JEY 03/12 USD 963.12 4.5 105.6 -23.2

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 USA 01/31 EUR 187.60 -23.2 -21.7 -7.7
Horseman EmMkt Opp USD GL EQ USA 01/31 USD 194.78 -24.5 -22.7 -9.1
Horseman EurSelLtd EUR EU EQ GBR 07/30 EUR 199.01 2.0 11.6 -3.2
Horseman EurSelLtd USD EU EQ GBR 07/30 USD 209.50 3.8 13.3 -2.8
Horseman Glbl Ltd EUR GL EQ CYM 07/30 USD 352.78 -4.8 -9.8 -8.0
Horseman Glbl Ltd USD GL EQ CYM 07/30 USD 352.78 -4.8 -9.8 -8.0

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 03/31 GBP 1.11 2.9 16.5 0.6
Global Absolute EUR OT OT GGY 05/13 EUR 1.56 2.8 14.2 NS

Global Absolute USD OT OT GGY 03/31 USD 2.05 2.8 15.2 0.3

n HSBC ALTERNATIVE STRATEGY FUND
Special Opp EUR OT OT CYM 07/09 EUR 89.29 -3.0 11.0 NS
Special Opp Inst EUR OT OT CYM 07/16 EUR 84.42 -2.7 11.7 NS
Special Opp Inst USD OT OT CYM 07/09 USD 96.34 -2.6 12.2 NS
Special Opp USD OT OT CYM 07/09 USD 94.02 -3.0 11.4 NS

n HSBC Portfolio Selection Fund
GH Fund AP OT OT GGY 04/30 EUR 120.82 3.5 -13.4 -3.8
GH Fund CHF Hdg OT OT GGY 06/30 CHF 109.40 -1.2 4.8 -6.3
GH Fund EUR Hdg (Non-V) OT OT GGY 04/30 EUR 109.43 2.9 -15.9 -5.9
GH Fund GBP Hdg OT OT GGY 06/30 GBP 130.82 -1.0 5.6 -5.9
GH Fund Inst USD OT OT GGY 06/30 USD 110.89 -0.8 6.0 -4.0
GH FUND S EUR OT OT CYM 06/30 EUR 127.33 -0.5 6.5 -4.9
GH FUND S GBP OT OT GGY 06/30 GBP 132.29 -0.3 6.8 -4.8
GH Fund S USD OT OT CYM 06/30 USD 149.47 -0.5 6.7 -3.5
GH Fund USD OT OT GGY 06/30 USD 270.53 -1.2 5.2 -4.8
Hedge Investments OT OT JEY 06/18 USD 140.42 NS 7.7 NS
Leverage GH USD OT OT GGY 06/30 USD 116.33 -3.4 8.4 -13.4
MultiAdv Arb CHF Hdg OT OT JEY 06/30 CHF 95.57 1.1 7.3 -7.8
MultiAdv Arb EUR Hdg OT OT JEY 06/30 EUR 104.32 1.3 8.3 -7.1
MultiAdv Arb GBP Hdg OT OT JEY 06/30 GBP 117.68 6.0 13.4 -5.4
MultiAdv Arb S EUR OT OT CYM 06/30 EUR 112.29 2.0 9.7 -6.1
MultiAdv Arb S GBP OT OT CYM 06/30 GBP 117.68 2.1 10.0 -10.2
MultiAdv Arb S USD OT OT CYM 06/30 USD 128.26 1.9 9.7 -4.6
MultiAdv Arb USD OT OT JEY 06/30 USD 196.46 1.2 8.3 -5.7

n HSBC Uni-folio
Asian AdbantEdge EUR OT OT JEY 06/30 EUR 95.77 -3.5 0.3 -6.2
Asian AdvantEdge OT OT JEY 06/30 USD 176.60 -3.3 1.1 -4.8
Emerg AdvantEdge OT OT JEY 06/30 USD 162.23 -3.1 3.7 -7.2
Emerg AdvantEdge EUR OT OT JEY 06/30 EUR 89.95 -3.5 3.1 -9.2
Europ AdvantEdge EUR OT OT JEY 06/30 EUR 129.55 -2.4 5.9 -4.2
Europ AdvantEdge USD OT OT JEY 06/30 USD 137.89 -2.2 6.4 -3.2
Real AdvantEdge EUR OT OT JEY 06/30 EUR 102.47 -5.3 -0.3 NS
Real AdvantEdge USD OT OT JEY 06/30 USD 102.98 -4.9 0.2 NS
Trading Adv JPY OT OT GGY 06/30 JPY 9500.69 3.0 -0.4 NS
Trading AdvantEdge OT OT GGY 06/30 USD 143.42 2.2 -1.0 -1.9
Trading AdvantEdge EUR OT OT GGY 06/30 EUR 129.86 1.9 -1.5 -2.0
Trading AdvantEdge GBP OT OT GGY 06/30 GBP 137.90 2.4 -0.8 -1.2

n MERIDEN GROUP
Tel: + 376 741 175 Fax: + 376 741 183 Email: meriden@meriden-ipm.com
Antanta Combined Fund EE EQ AND 07/30 USD 378.71 2.7 45.3 -25.0
Antanta MidCap Fund EE EQ AND 07/30 USD 741.78 4.5 74.1 -28.6
Meriden Opps Fund GL OT AND 07/28 EUR 45.84 -23.6 -38.4 -33.7
Meriden Protective Div GL EQ AND 09/01 EUR 79.14 NS 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 06/30 USD 1481.20 NS 1.3 -4.4

n WINTON CAPITAL MANAGEMENT LTD
Tel: +44 (0)20 7610 5350 Fax: +44 (0)20 7610 5301
Winton Evolution EUR Cls H GL OT CYM 06/30 EUR 1005.35 6.4 10.3 NS
Winton Evolution GBP Cls G GL OT CYM 06/30 GBP 1011.40 6.6 10.9 NS
Winton Evolution USD Cls F GL OT CYM 06/30 USD 1275.60 6.4 10.6 1.8
Winton Futures EUR Cls C GL OT VGB 06/30 EUR 210.02 3.7 7.7 3.3
Winton Futures GBP Cls D GL OT VGB 06/30 GBP 227.05 3.7 8.1 3.8
Winton Futures JPY Cls E GL OT VGB 06/30 JPY 14875.01 5.2 8.9 2.4
Winton Futures USD Cls B GL OT VGB 06/30 USD 747.03 3.8 8.1 3.1

INDICES
NAV ——————%RETURN ——————

FUND NAME GF DATE CR NAV 1-WK 1-MO 1-Q 1-YR 2-YR

n ARIX ABSOLUTE RETURN INVESTABLE INDEX
Feri Institutional Advisors, www.feri.de

ARIX Composite Gross USD OT OT GBR 07/31.00 USD1402.43 7.4 -12.7 -6.5

SEC lawsuit
against Tourre
looks headed
toward a trial

NEW YORK—A lawsuit by the Se-
curities and Exchange Commission
against Goldman Sachs Group Inc.
bond trader Fabrice Tourre appears
headed to trial.

At a hearing Monday in federal
court in Manhattan, Lorin Reisner,
an SEC lawyer, said the securities
regulator has had only preliminary
discussions about potentially set-
tling the case with Mr. Tourre’s
counsel. The SEC is preparing to
hand over about 900,000 documents
and expects to take up to 25 deposi-
tions in the matter, Mr. Reisner said.

Last month, Goldman agreed to
pay $550 million to settle the SEC’s
civil charges over its disclosures re-
garding a complex instrument tied
to subprime mortgages. Goldman
didn’t admit or deny wrongdoing,
but acknowledged that it made a
“mistake” by not disclosing to in-
vestors the role of hedge fund Paul-
son & Co. in the deal. The SEC had
alleged Goldman failed to tell inves-
tors about Paulson’s role. The SEC
has alleged Mr. Tourre helped mar-
ket the deal.

Mr. Tourre, who is on paid leave
from Goldman, is fighting the alle-
gations. On Monday, his lawyer Pa-
mela Chepiga said Mr. Tourre may
seek to depose as many as 50 wit-
nesses.

BY CHAD BRAY

European stocks climb
ahead of Fed meeting

Oil stocks led European stocks
higher Monday, amid expectations
that the Federal Reserve may pursue
further monetary easing measures
at its rate-setting meeting Tuesday.

Speculation about the Fed also
boosted U.S. stocks, although less
sharply. The Dow Jones Industrial
Average ended up 45.19 points, or
0.4%, to 10698.75, its highest close
since May 13.

The Stoxx Europe 600 index
closed up 1.4% at 262.26, its highest
close since April 26.

Among major national indexes,
the U.K.’s FTSE 100 index gained
1.5% to 5410.52, snapping a four-ses-
sion losing streak. France’s CAC-40
rose 1.7% to 3777.37, and Germany’s
DAX added 1.5% to 6351.60, its high-
est close since Sept. 3, 2008.

Economic data from Europe con-
tinue to show economic progress,
with Germany’s seasonally adjusted
exports up 3.8% in June.

European equity strategists at
J.P. Morgan Cazenove cited “little
evidence of a loss in the European
growth momentum,” and that is
partly why they expect European
stocks to continue to outperform
U.S. stocks.

The energy sector received a
boost from BP, whose shares rose
1.7% after the energy giant said it
had successfully cemented the Ma-
condo well in the Gulf of Mexico.
The Stoxx Europe 600 oil and gas
sector rose 1.6%.

Overall, the mood was under-
pinned by expectations that the Fed-
eral Reserve will inject more cash
into the economy through extraordi-
nary measures in order to maintain
the pace of the recovery, especially
in light of last week’s disappointing
nonfarm payrolls data for July. The
Federal Open Market Committee is
to announce its latest interest-rate
decision on Tuesday.

Treasury bonds fell modestly
ahead of the Fed meeting. The
benchmark 10-year bond was un-
changed to yield 2.825%.

The euro was at $1.3223 in late
New York trading, down from
$1.3293 late Friday, and sterling
weakened to $1.5901, down from
$1.5965. The dollar was at 85.88
yen, up from 85.39 yen and at 1.0481
Swiss francs, up from Friday’s
1.0376 francs.

Light, sweet crude for September
delivery gained 78 cents to $81.48
on the New York Mercantile Ex-
change. It was its first gain in four
sessions.

Gold for August delivery fell
$2.70, or 0.2%, to $1,200.70 per troy
ounce on the Comex division of
Nymex, snapping an eight-session
winning streak. It ended 4.5% off its
exchange record close of $1,257.20,
hit on June 18.

In major stock-market action:
AstraZeneca gained 1.5% after the
company said it has reached a $198
million settlement over claims re-
garding its best-selling antipsy-
chotic drug, Seroquel, in the U.S.

Analysts said the news removed a
degree of overhang from the stock.

International Power gained 3.7%
on speculation that the firm is close
to a tie-up with France’s GDF Suez,
which gained 2.3%. Both firms re-
port earnings Tuesday.

In the U.S., McDonald’s gained
1.6% after the fast-food giant posted
a 7% increase in global same-store

sales for July, its highest monthly
gain since January 2009.

Hewlett-Packard sank 7.9% in
reaction to the late-Friday resigna-
tion of Chief Executive Mark Hurd
following a probe into a sexual-ha-
rassment claim against him by for-
mer contractor Jodie Fisher.

—Sarah Turner
contributed to this article.
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