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The Quirk

Could John the Baptist be
the Bulgarian economy’s
savior? Page 29

World Watch
A comprehensive rundown
of news from around the
world. Pages 30-31

Editorial
& Opinion

The fat tax proposals are not
about public health concerns
but government revenue
demands. Page 13

China is set
to take No. 2
economy spot

China is getting closer to
surpassing Japan as the
world’s second-largest econ-
omy, an unprecedented posi-
tion for a still-developing
country and one that has
brought strains as well as tri-
umphs.

Japan was to report on
Monday morning its economic
output for the second quarter,
and analysts were expecting it
to fall short, in U.S. dollar
terms, of the $1.339 trillion
China has already reported
for the three months ended in
June. Though China’s econ-
omy has previously produced
more than Japan’s during in a
single quarter, many econo-
mists expect China to over-
take Japan as the world’s sec-
ond-largest national economy
in U.S. dollar terms once final
numbers for all of 2010 are
compiled.

The move would be “a
milestone for the global econ-
omy,” says Bruce Kasman,
chief economist at J.P. Morgan
Chase & Co. in New York.
“The impressive thing in
China is how well they’ve
gone through what has been a
really difficult time for most
countries and kept growing at
a strong pace.”

China’s exact global rank-
ing is a function of how econ-
omies are measured. For ex-
ample, in terms of
purchasing-power parity,
which takes into account the
goods and services a country’s
currency actually buys at
home, China has long since
surpassed Japan for second
place behind the U.S. By con-
trast, China’s output per per-
son, at about $4,000, is about
a tenth that of Japan.

The shift in position has
come as the Japanese econ-
omy has muddled through
two decades of sluggishness,
in stark contrast to China’s
sizzling growth. Japan has

seemed resigned over the past
few years to the inevitability
of its loss of economic pre-
eminence in Asia.

In an April survey of 2,392
people conducted by Asahi
Shimbun, one of Japan’s larg-
est newspapers, 50% of the
respondents said they consid-
ered Japan’s economy being
passed by China’s and falling
to the No. 3 spot a “major
problem”—but 46% didn’t
think it was.

The divergence in fortunes
between the two countries is
evident to Tokyo taxi driver
Koichi Yamata, who says he is
picking up more Chinese tour-
ists these days as increasingly
cost-conscious Japanese take
fewer cabs. However, he says,
it is a sad reminder of how far
Japan has fallen.

“It might not be right to
say, but I honestly find it a lit-
tle frustrating to see the Chi-
nese enjoying the type of eco-
nomic boom that we once
had,” says Mr. Yamata.

Please turn to page 8

By Andrew Batson,
Daisuke Wakabayashi
and Mark Whitehouse

The religious leader of the world’s Orthodox Christians, Ecumenical Patriarch Bartholomew I,
conducts a service at the Sumela Monastery in Trabzon, Turkey, on Sunday. It was the first official
service to take place at the monastery since the creation of modern Turkey. Related article, page 4

A
ss

oc
ia

te
d

Pr
es

s

Turkey allows historic Christian service

German workers’ wages
belie country’s rebound

BERLIN—Germany has sur-
prised the world with a sharp
acceleration in its economic
recovery, but perhaps the
least impressed by this feat
are Germans themselves.

The German economy ex-
panded a sharp 2.2% in the
second quarter from the
first—the fastest pace since
reunification in 1990. But, de-
spite the export-driven re-
bound, most German workers
aren’t getting any richer.

One in five is working in
the low-wage sector, defined
as earning less than €9 (about
$11.50) an hour. Nearly a third
of the job openings are tem-
porary and often badly paid.

Michael Wolff, a 45-year-
old sound engineer from Ber-
lin, earns €5 an hour produc-
ing radio plays when he has
assignments, but he says he
also needs social welfare to
survive. “There is no eco-
nomic upswing for me; there’s
no work,” he said. Working
full time plus overtime could
bring him about €1,000 a
month, he said. “It’s an abso-
lute disgrace that we can’t
make a living with our work.”

Chancellor Angela Merkel’s
government has hailed Ger-
many’s “job miracle” after
whittling the jobless rate
down to 7.6% of the work
force, compared with unem-
ployment levels of about 10%
in the U.S. and France.

But the bulk of that reduc-
tion has come from the emer-
gence of part-time jobs, often
at low pay. That helps explain
why German domestic de-
mand has remained sluggish
even as German exporters
boast booming foreign orders.
The disparity has drawn accu-
sations from Germany’s
neighbors, notably France,
that it is exploiting the world
recovery without contributing
to global demand.

Average annual net income
per employee has fallen
steadily since 2004, reaching
€15,815 in 2009, down from
€16,471 in 2004. As part of
the so-called Hartz IV labor-
market overhaul program to

Please turn to page 3

BY ANDREA THOMAS

Oil, gas, coal, biofuels,
nuclear, wind, solar...
to fuel the future
we need them all.
Meeting future demand will take more than
just oil. We’ll need to tap every practical
source of energy: from natural gas and coal
to nuclear and renewables. But whatever the
source, we’ll need technology to help
us use it as efficiently and cleanly
as possible. The story continues at
exxonmobil.com
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Europe’s telecoms: be careful abroad
Revenue may be drying up at

home, but Europe’s telecommunica-
tions operators need to beware of
emerging-market mirages. France
Telecom said Tuesday it is in talks
to acquire a stake in Moroccan oper-
ator Méditel. In the last month,
Spanish giant Telefónica bought
Brazilian mobile group Vivo and
Telecom Italia cleared obstacles to
raising its stake in Argentina Tele-
com. The number of $1 billion-plus
telecoms deals signed this year is
the highest globally since 2000,
notes Dealogic, with European buy-
ers leading the way.

European firms can afford acqui-
sitions. Operating cash flows are
strong across the sector, with divi-
dend cover at 1.8 times this year,
Sanford Bernstein forecasts. Average
leverage levels of 2.1 times are al-
ready low, and forecast to fall to 1.8
times by 2012. Services revenue in
Africa could rise 7.9% next year, ac-
cording to Gartner. That is irresist-

ible when sales at home are falling.
But deals are becoming increas-

ingly pricey. Recent Brazilian acqui-
sitions by France’s Vivendi and
Spain’s Telefónica were struck above
nine times earnings before interest,
tax, depreciation and amortisation; a

pan-African deal by Indian group
Bharti Airtel was struck at around
10 times. That compares to multiples
of around seven for emerging-mar-
ket acquisitions in the last two
years. While Brazil is undeniably an
attractive market to raise mobile us-

age, penetration is approaching 90%
and mobile subscription growth has
been declining since 2008.

A dearth of available assets
largely explains the rise in multiples.
The Latin American market is largely
consolidated. In Africa, a strategic
priority for the U.K.’s Vodafone and
France Telecom, multinationals con-
trol many operators. South Africa
and Nigeria are competitive markets
where authorities are cutting inter-
connection rates.

Telefónica could point to syner-
gies from merging fixed and mobile
operations to justify paying a pre-
mium in Brazil. France Telecom has
yet to agree on any price for a Medi-
tel stake. But attractive-looking deals
can sour. Vodafone was forced to
write down its 2007 Indian invest-
ment by €2.3 billion ($2.95 billion)
last year, after competitors flooded
the market. Not everything that glis-
tens in the desert is what is seems.

—Hester Plumridge

Big mining and the capex gamble RSA would struggle for Aviva

How big is Europe’s corporate-
bond market? It sounds like a fairly
simple question.

Not so. Based on data from
the European Central Bank and
Bank of England, the answer is
€10.7 trillion ($13.6 trillion)—or a
surprising 30% bigger than the
much older U.S. corporate-bond
market. But based on the bond in-
dexes compiled by Markit iBoxx
and Bank of America Merrill Lynch,
the number is €2 trillion.

As Morgan Stanley points out,
the gap between these numbers is
“disconcerting,” to put it mildly. So
the bank’s strategists have had
their own bash at slicing and dicing
the numbers, stripping out securiti-
zations and covered bonds, and
come up with a figure of €5.2 tril-
lion—or about two-thirds the size
of the U.S., which sounds reason-
able. But the disparities are also a
measure of the opacity of Europe’s
bond markets, even now.

—overheard@wsj.com

Several major mining companies,
laden with acquisition-related debt,
flirted with disaster in the financial
crisis. Thanks to China, commodity
prices rebounded and share prices
recovered. The miners reduced debt
and have now stepped up spending
on big new projects. But growing
project risk is working against much
more of a sector rerating.

Anglo American’s yearly capital
spending is running at $4 billion and
Xstrata’s nearly $5 billion, around
10% of their market value. Rio Tinto
will spend $9 billion in 2011. Yet in-
vestors appear to be attributing lit-
tle extra value to future output from
green field projects—at least until
they are completed.

Mining sector shares, despite the
rally in the past year, are still trad-
ing at seven times to eight times
forecast earnings compared with his-
toric double-digit multiples. And
most mining stocks have some
catching up to with commodity
prices. Although the FTSE mining in-

dex is up 32% in the past year, it is
still down 4.6% from August 2008.
The Economist’s metals index has
risen 18% since then.

To see why, look at Anglo Ameri-
can. The first of three phases at its
most important growth project—Mi-
nas Rio in Brazil, acquired for $6.7

billion in 2008—is at least a year
late. It will cost more than $4.5 bil-
lion; the initial budget was $2.7 bil-
lion. If things keep going wrong, An-
glo may destroy shareholder value.

Anglo’s challenge isn’t unique.
Many big undeveloped ore deposits
are in inaccessible parts of the
world, such as the Andes, Mongolia,
and West and Central Africa. As well
as mines, companies increasingly
have to develop infrastructure like
pipelines and ports. BP’s Gulf of
Mexico accident has heightened
awareness of the environmental im-
pact of resource extraction.

True, there are exceptions, such
as BHP Billiton, armed with the big-
gest lowest-risk projects, and Antof-
agasta, exposed to copper’s strong
supply-demand outlook. But the min-
ers’ profits are also tempting targets
for cash-strapped governments.

Until the economic outlook
brightens, investors may resist the
capital-spending bait.

—Matthew Curtin

RSA Insurance Chief Executive
Andy Haste is ambitious, but his £5
billion ($7.79 billion) offer for most
of rival Aviva’s general insurance
business was always a long shot. Mr.
Haste’s desire to expand the U.K.
general insurer through acquisitions
large and small is no secret. Aviva
Chairman Lord Sharman’s swift re-
jection of the bid has ended discus-
sions between the groups for now. It
would be difficult for RSA to get a
deal off the ground.

Aviva’s general insurance busi-
ness would be highly complementary
for RSA. They are both big in the
U.K.,Canada and Ireland. Aviva is the
U.K.’s largest insurer by premiums
written; RSA claims second position
in commercial, property and motor
insurance. An acquisition would give
RSA huge benefits of scale, and a
boost to its brokerage business.

But Aviva isn’t looking to sell.
The composite life and general in-
surance model is central to its strat-
egy; the businesses are being closer
aligned to extract cost synergies.

The capital benefits of diversifying
across insurance lines will be more
important under Solvency II regula-
tions. And with a £3.8 billion capital
surplus, Aviva doesn’t need the cash.

Even so, RSA is offering 1.77
times book value for a collection of
Aviva’s general insurance businesses,
excluding health-care insurance, ac-
cording to someone familiar with
the offer. That is an attractive valua-
tion, even for a market leader. U.K.-
based general insurers trade in a
range of 0.8-1.3 times. Mr. Haste will
be hoping Aviva’s shareholders push
management to consider its options.
A 5% share price rise Friday sug-
gests some at least might be open to
persuasion. But the odds are long.

And at £5 billion, a deal would be
a huge financial stretch for RSA,
with a market capitalization of £4.4
billion. Mr. Haste has signed 30
deals since taking the reins in 2003,
but the largest to date was £600
million. Cracking Aviva would be a
tricky proposition.

—Hester Plumridge
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Trichet must decide whether he wants
to drive in the fast or the slow lane

A two-speed
Europe has always
been unacceptable
to advocates of the
European project.
Insistence on a

one-speed Europe might, only
might, prove to be a feasible
political policy. But when it comes
to economics, a two-speed Europe
is here, and is here to stay for a
long while.

Germany is in the midst of an
export-led boom that saw its
economy grow at an annual rate
of over 8% in the second quarter,
the fastest pace since
reunification in 1990. Profits are
good and employers are hiring or
adding hours to those working
part time. All this to the delight of
anti-Keynesian fiscal
conservatives. Opponents of
further fiscal and monetary
stimulus are saying that
Germany’s rather spectacular
performance is due at least in
part to the budget-balancing
policies initiated by Chancellor
Angela Merkel—no Obama-style
borrow-and-spend for Europe’s
new Iron Lady.

But Germany is not euroland. It
is easy to dismiss what we have
come to call the periphery
countries (Greece, Spain, Ireland,
Portugal), but their combined GDP
almost equals that of Germany.
And they are in trouble. Greece is
in recession: Its economy
contracted at a rate of 6% in the
second quarter, while both Spain
and Portugal grew at annual rates
of less than 1%.

Unfortunately, unlike history, in
economics the past is not
necessarily prologue. The euro-
zone economy is unlikely to
repeat its recent performance.
Jean-Claude Trichet, president of
the European Central Bank,
expects performance during the

rest of the year to be
“significantly less dynamic,” his
forecasters attribute second-
quarter performance to
“temporary effects,” and
Standard & Poor’s says, “Europe’s
growth most likely peaked at
midyear.”

For one thing, German exports
are unlikely to continue their red-

hot growth, especially if the euro
remains at approximately current
levels. Growth in China, an
important market, is slowing, in
part because of efforts by the
regime to avoid overheating.
America, another important
export market, is experiencing a
slowdown that has some
economists talking “double-dip”
and some Federal Reserve Board
officials whispering about
Japanese-style deflation. Britain
has been growing at a decent rate,
but reality in the form of the
austerity measures the new

government is promising to
impose has yet to bite.

With export growth slowing,
an increased burden will be placed
on the unwilling shoulders of
euro-zone consumers, who are not
in a particularly buoyant mood.
Kenneth Weinstein, CEO of the
Hudson Institute and a colleague
who follows French affairs (the
economic ones, that is) closely,
says that growth in euroland’s
second-largest economy, which
did pick up, remains “too anemic”
to create many private-sector
jobs. Jacques Dupre of
international consultants
Symphony IRI, says that “frugal
fatigue” might have prompted
French shoppers to loosen their
purse strings recently, but retail
sales will increase only a bit more
than 1% in the second half of this
year. Indeed, French spending on
manufactured goods declined by
1.4% in June, reversing a 0.6% gain
in May, according to the National
Institute of Statistics and
Economic Studies, France’s keeper
of national statistics.

Nor can the periphery
countries be expected to snap up
many German exports. Greek
consumers aren’t in the market
for many Mercedes these days,
Spain’s recent slight growth is

likely to come to an end with the
summer tourist season, and the
Irish are still digging out of a
huge deficit hole. Meanwhile,
German consumers must be
counted as consumption-shy.

Equally important, the
financial problems of the
periphery countries and of the
euro-zone banks are far from
solved. The spread between Greek,
Irish and Portuguese IOUs and
those of Germany are rising again,
and confidence in the ability of
euro-zone banks to raise needed
capital, temporarily buoyed by
initial cursory examinations of the
stress tests, is rapidly dissipating.
Ireland’s government has had to
add €10 billion ($12.7 billion) to
the €14.3 billion it has already
pumped into Anglo Irish Bank
Corp., which S&P has placed on
credit watch. As for Spain, its
banking system remains troubled,
unable to obtain financing in the
market, and therefore forced to
borrow a record €130.2 billion
from the European Central Bank
in July, the highest amount since
the Bank of Spain began keeping
records in 1999. Greek, Portuguese
and Italian banks also are relying
on the ECB to meet their capital
needs.

Which leaves Mr. Trichet
undecided whether to drive in the
fast or slow lanes. Germany, ever
fearful of inflation, is encouraging
him to continue the exit strategy
that has seen excess liquidity drop
from €300 billion to €100 billion,
and the three-month interbank
rate rise by over 20 basis points,
according to AllianceBernstein
estimates. But Germany’s euroland
partners have no desire to see Mr.
Trichet step on the brakes. They
prefer him to keep his foot on the
accelerator, and continue
supporting troubled banks, even if
he must face down a tirade from
that ever-present speed cop,
Angela Merkel.

—Irwin Stelzer is a director
of economic-policy studies

at the Hudson Institute.

Germany wants Jean-Claude Trichet to step on the brakes.
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An increased burden
will be placed on the
unwilling shoulders of
euro-zone consumers.
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Banking

n Bank of America has concluded
its 34% share of BlackRock isn’t a
core asset and is weighing a pos-
sible reduction of its holdings in
the influential New York asset
manager, said people familiar with
the situation. No talks have been
held about when or how this
might happen, and the bank still
could decide to keep the 64.7 mil-
lion common and preferred shares
of BlackRock that it owns. But
BlackRock executives expect BofA
to sell down its stake, said people
close to the company.

n Agricultural Bank of China can
finally claim the title of world’s
biggest initial public offering, hav-
ing fully exercised the overallot-
ment option for the Shanghai por-
tion of its IPO, which brought the
total amount raised from its dual
listing in Hong Kong and Shanghai
to a record $22.1 billion.

n Hypo Real Estate, the only Ger-
man bank to fail European bank
stress tests last month, said it
narrowed its net loss to €700 mil-
lion ($893 million) in the first
half. The lender said it would pro-
vide guidance for 2011 and onward
later this year after it offloads so-
called “toxic” assets into a gov-
ernment-run bad bank.

n Spanish banks took €130.21 bil-
lion ($166 billion) in funding from
the European Central Bank in
July—over 29% of what the ECB
lent out that month. For the
fourth consecutive month, Spanish
banks increased their net borrow-
ing from the ECB. By comparison,
overall ECB net lending to all
euro-zone banks fell to €447.50
billion from €496.62 billion in
June, when Spanish banks had
taken up 25% of the funding that
ECB doled out.

i i i

Energy

n Blackstone agreed to pay $542
million for Dynegy and assume
billions in debt, acquiring the
struggling power generator during
a long slump in electricity prices.
As part of the deal, the private-
equity firm would pocket $1.36
billion from NRG Energy, selling
nearly one-third of Dynegy’s gen-
erating capacity.
n NRG announced it would ac-
quire a natural-gas fueled generat-
ing plant in Texas from Kelson
Limited Partnership, a privately
held generator, for $525 million.

n Transocean said a Swiss com-
mercial-registry office has denied
the oil-services company’s effort
to proceed with the first of four
portions of its planned $1 billion
of dividend payments, citing legal
exposure to the sinking of its
Deepwater Horizon rig, which
caused the biggest offshore oil
spill in U.S. history.

n Shell said its Nigeria unit shut
down its Cawthorne Channel-
Bonny pipeline after a spill due to
sabotage, as disruptions continue
despite a militant amnesty last
year. The incident shows the prob-
lem remains a fixture in Nigeria.

i i i

Financial services

n Aviva has rejected an offer for
its general-insurance operations
from smaller rival RSA Insurance
Group in a deal worth at least £5
billion ($7.8 billion), according to
people familiar with the matter.
Shares of Aviva soared Friday on
speculation that the firm might
eventually accept the bid for its
U.K., Irish and Canadian general-
insurance assets, which account
for roughly 20% of its overall
profits.

n Goldman Sachs CEO Lloyd
Blankfein has reaped a $6.1 mil-
lion gain by cashing in more than
90,000 stock options before they
expired in November. Goldman
shares closed Friday at $148.08—a
79% increase from the stock’s
price in November 2000 when
Blankfein received the options.

n Fannie Mae told U.S. mortgage
lenders that they don’t need to
pull a second credit report before
a loan closes, clarifying new lend-
ing policies that were designed to
cut down on sloppy underwriting
and to reduce the chances that
lenders might be required to buy
back a defaulted loan, but were
seen by lenders as likely to result
in loan approvals being delayed or
cancelled.

i i i

Law

n A U.S. judge has ordered a
hearing over whether federal
prosecutors acted recklessly in
seeking permission to conduct
wiretap surveillance of Galleon
Group founder Raj Rajaratnam in
a criminal insider-trading probe.
Rajaratnam is seeking to prohibit
prosecutors from using wiretaps
of his cellular phone or evidence
obtained as a result of those wire-
taps in his criminal case, saying
they were improperly obtained.

i i i

Markets

n BATS Global Markets received
regulatory approval to operate a
second U.S. stock exchange, a
move that will enable the com-
pany to offer more pricing options
as it tries to take more market
share from key rivals. BATS ex-
pects to launch the new U.S. stock
exchange, called BATS Y-Exchange,
or BYX, in October as part of its
expansion efforts.

i i i

Metals and mining

n Vedanta Resources is closing in
on a majority stake in Cairn India,
people familiar with the situation
said, in a move that would diver-
sify the mining company’s posi-
tion in India’s rapidly growing re-
sources market.

i i i

Pharmaceuticals

n The FDA approved ella, a new
drug that is supposed to block
pregnancy up to five days after
sex, two days longer than the cur-
rently available emergency contra-
ceptive Plan B. The new medica-
tion, a tablet to be available by
prescription, will be sold in the
U.S. by Watson Pharmaceuticals,
starting in the fourth quarter.

i i i

Retail

n Delhaize downgraded its full-
year outlook as difficult trading
conditions in the U.S. led to an
8.8% drop in second-quarter net
profit to €114 million ($145 mil-
lion). The Belgian supermarket
operator makes two-thirds of its
revenue in the U.S., where it has
recently cut prices in an attempt
to accelerate its growth in a com-
petitive market.

n J.C. Penney swung to the black
in the second quarter, posting a
$14 million profit after booking
prior-year pension expenses, but
the department-store chain con-
tinues to trail some main rivals as
it digests changes in its clearance
strategy and catalog offering.

n Ronald Burkle fired the first
shot in a proxy battle for the fu-
ture of Barnes & Noble, the U.S.’s
largest bookstore chain. Burkle
put forward three nominees for

directors, including himself, after
peace-pact negotiations with the
retailer collapsed. Burkle is also
asking that shareholders amend
the company’s “poison pill” anti-
takeover provision, which has
thwarted his efforts to build his
stake.

i i i

Technology

n Oracle sued Google for patent
and copyright infringement, a sur-
prise move that could cast a legal
cloud over the growing number of
cellphones that use the Android
operating system. The suit ac-
cuses Google of infringing seven
Java patents and related copy-
rights. It seeks unspecific dam-
ages and an injunction against
“continued acts of infringement”
by Google.
n The suit follows Oracle’s Janu-
ary purchase of computer maker
Sun Microsystems, inventor of the
Java programming software that
is incorporated into Android cell-
phones and hundreds of other de-
vices. The move also creates a
confrontation between Oracle CEO
Larry Ellison, whose company
dominates in business software,
and Google’s Eric Schmidt, a for-
mer Sun chief technology officer
who spread Sun’s open software
message at Google.

n An Apple employee was ar-
rested for allegedly receiving
more than $1 million in kickbacks
from six companies in Asia that
serve as suppliers to the Silicon
Valley company. Paul Shin Devine,
a global supply manager at Apple,
was charged in a federal grand
jury indictment of offenses that
include wire fraud, money laun-
dering and unlawful monetary
transactions. The indictment also
names Andrew Ang, an employee
of one of Apple’s suppliers.

n Research In Motion has offered
information and tools to help In-
dia conduct surveillance of wire-
less email and messaging services
on RIM’s popular BlackBerry, said
people familiar with the negotia-
tions, illuminating RIM’s dealings
as it seeks to balance sovereign
security concerns with its custom-
ers’ privacy.

n IBM agreed to acquire market-
ing software maker Unica for
about $480 million, a move aimed
to help the technology giant offer
customers tools to create better-
targeted marketing campaigns.

n Toshiba said it will reduce the
cost of procuring components by
a total of one trillion yen ($11.6
billion) over three years by rely-
ing more on overseas suppliers.
Many Japanese technology firms
have been pursuing cost efficiency
to stay competitive against South
Korean and Chinese rivals.

n Rambus has reached a patent-
licensing agreement with Nvidia
regarding certain memory control-
lers, but litigation between the
companies remains outstanding.
Nvidia, a maker of graphics chips,
and Rambus, a maker of memory
chips, have been fighting over the
importation and sale of products
using Nvidia memory controllers
that Rambus has alleged infringe
on nine of its patents.

BUSINESS WATCH

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

Brazil’s TAM Airlines and LAN of Chile announced plans for a merger that would create Latin America’s biggest airline. The two companies said their memorandum
of understanding was nonbinding, with approval needed from shareholders and regulators. Their combined sales in 2009 were $8.5 billion, which would put the
merged entity among the world’s top 15 airlines by revenue. The two hope to cash in on a travel boom spurred by a rapidly growing Latin American middle class.

Reuters

Latin America’s two largest airlines seek to create regional giant



Monday, August 16, 2010 THE WALL STREET JOURNAL. 3

NEWS

Russia’s grain export ban begins
NOVOROSSIYSK, Russia—The

port of Novorossiysk on Russia’s
Black Sea coast should be frantic
with activity as Russia’s wheat har-
vest is sent to markets world-wide.
Sunday, however, the grain terminal
here with its giant silo towers fell
silent as Russia’s export ban came
into effect.

The last rail wagon was off-
loaded at 3 p.m. Saturday, in time for
the last shipment to be sent off by
midnight. Less than a handful of the
more than 200 workers employed by
the company were in sight.

The grain from these terminals,
part of the fourth-largest port in
Europe measured by cargo turnover,
could have gone to Egypt, Turkey,
Pakistan, Azerbaijan, or any of the
many countries that last year were
major importers from Russia. Now,
they’re looking for alternative
sources, a job made more difficult
by the aftershocks Russia’s ban
could have on grain markets.

The record temperatures and dry
weather, that has blanketed many
regions in Russia in wildfires and
smoke, has caused the government
to lower its forecast for 2010 grain
harvest by a third.

Russia was the world’s third big-
gest wheat exporter last year—
sending 18.3 million tons abroad, ac-
cording to the International Grains
Council—and it shocked markets
this month by placing a ban on
grain exports starting Aug. 15. The
news sent global wheat prices soar-
ing and underscored the risk of a
broad shock to the global food sup-
ply.

The problem for countries that
planned to rely on wheat from Rus-
sia is that other producers in the re-
gion, notably Kazakhstan and
Ukraine, are seen as unreliable re-
placements. Kazakhstan last year
exported 5.8 million tons. However,
agricultural analyst UkrAgroConsult
said last week that it was expecting
Kazakhstan, which is in a customs
union with Russia, to also ban ex-
ports and divert its high-quality
wheat to Russia.

Kazakhstan has said it isn’t plan-
ning any such ban.

Another cheap source would be
Ukraine, the fifth-largest wheat ex-
porter, which last year exported 12.9
million tons. However, Ukraine’s
government last week discussed
bringing in quotas on grain exports
after adverse weather affected the
harvest.

The result: Egypt, which has be-
come increasingly reliant on cheap
Russian wheat imports in the past
five years, has said that it wants
supplies from outside the region de-
spite higher costs.

U.S. Department of Agriculture
Secretary Tom Vilsack said Wednes-
day that the Egyptian government
has “reached out” to the USDA for
information on the availability of
U.S. wheat supplies. The U.S. is the
world’s largest wheat exporter, ship-
ping 26.8 million tons last year.

Australia is expecting a bonanza,
while licenses to export soft wheat
from Europe rose 35% within days
of the export ban being announced.

One key question is how long
Russia’s production shortfall will

last. The dry weather is adding to
concerns about next year’s crop.
Global wheat production in the
2010-11 season is expected to fall 3%
from 2009-10 to 656 million tons,
due to shortfalls in the Black Sea re-
gion, according to Germany-based
analytical firm F.O. Licht. The small
window to plant winter crops is ap-
proaching without any rains in
sight. If the crops are planted in the
spring yields are much lower.

At Novorossiysk, Mikhail Pe-
trenko, chief executive of Novorossi-

ysk Grain Terminal, says the next
few months will be taken up with
maintenance. Watching one of the
final cargoes being loaded, 30,000
tons bound for Egypt, he says he’s
planning on taking his family out on
the Black Sea in a 10-meter motor
boat that he bought last year.

The hot weather may have with-
ered Russia’s grain harvest, but he
notes that for pleasure cruising it
good news. “The water is 30 de-
grees. It’s never been so warm be-
fore,” he said.

BY JACOB GRONHOLT-PEDERSEN

Egypt
The world's largest wheat importer
has changed shipping specifications
to allow French imports and has
already bought 330,000 tons from
the U.S., previously its largest
supplier. Despite high demand
ahead of Ramadan, Egypt says it
doesn't expect a repeat of the food
riots in 2008 and has at least four
months' supplies in stock.

Pakistan
One of Asia's largest wheat
producers, Pakistan has been
devastated by floods that have
wiped out an estimated 500,000
tons of stocks and caused
widespread damage to farmland.
Current stocks are less than a fifth
of the Pakistan's annual demand of
23 million tons.

Azerbaijan
The Central Asian country has said
it should be relatively unscathed by
Russia's ban as it has already
imported 520,000 tons of wheat,
largely from Kazakhstan.
Nonetheless, the government has
said it expects Russia to honor its
existing contracts, despite the ban.

Syria
Facing a severe wheat shortfall
after drought halved its crop this
year, Syria has turned to U.S.
supplies for the first time in two
decades, according to local media.
Nonetheless, the government says
it has enough supplies to last two
years.

Turkey
The country is largely
self-sufficient in domestic wheat
production and has 2.2 million tons
of stocks. However, it relies on
Black Sea imports to supply its
prolific wheat-flour milling industry
and has canceled 40,000 tons of
shipments so far.

Sources: International Grains Council; Dow Jones Newswires

Wheat imports from Russia in 2008-09 crop season
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Wheat woes | Countries that rely on Russia for wheat imports are being hit by the country's drought
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support low-income groups, the
government has spent €50 billion in
welfare subsidies since 2005 for
people who earn too little to make a
living.

Lobby groups for low-paid and
unemployed workers worry that an
increasing number of jobs have to
be subsidized. “Hartz IV has made it
possible for companies to get their
profit subsidies from the general
public, with companies paying star-
vation wages while those affected
need Hartz IV to survive,” said Mar-
tin Behrsing, spokesman for the Un-
employed Forum Germany.

Another measure for low-income
workers is looking at people who
earn two-thirds or less of the aver-
age income. By that measure, the
number of low-paid workers in-
creased by almost 2.3 million people
to 6.55 million between 1998 and
2008, according to a recent study by
the Institute for Employment and
Qualification at the University Duis-
burg-Essen.

The Organization for Economic

Continued from first page Cooperation and Development’s em-
ployment outlook report 2010 shows
that 21.5% of Germans worked in the
low-pay sector in 2008, up from 16%
in 1998. In an international compari-
son, the share of low-paid workers
remained unchanged at 24.5% in the
U.S. and increased only slightly in
the U.K. to 21.2% from 20.8%. The
average among OECD countries is
16%.

“I think we have seen in Germany
for quite a while now an expansion
of the low-wage sector, since the
mid, late 1990s,” said Herwig Im-
mervoll, an economist with the
OECD, which is based in Paris.
“There is an increase in the inequal-
ity in Germany. We see this in other
countries too, but maybe not as
much as in Germany.”

Duisburg-Essen University’s em-
ployment institute puts it even more
starkly: “No other country has expe-
rienced a similar increase in the
low-income sector over the past
years and a differentiating of wages
to the downside as Germany has,” it
says in its study.

Klaus-Dieter Friedrich, a 51-year-
old master butcher from Wetzlar, in
central Germany, ran his own busi-
ness before he started working for a
big company, which requires him
sometimes to work as much as 70
hours a week without any extra pay
or compensation time.

“The upswing hasn’t reached me.
What I am witnessing is exploita-
tion. There is more and more low-
paid work. People don’t find work,
and if so only as temporary work,
which is a great mistake because it’s
destroying the wage system,” Mr.
Friedrich said. “It might well be that
the upswing has reached the big
companies and that they are making
more money, but it’s the opposite
for the ordinary guy,” he said.

Such sentiments are weighing on
Ms. Merkel’s center-right govern-
ment, whose popularity has been
tumbling in opinion polls that in-
creasingly favor the center-left op-
position. One recent poll showed
that four out of five Germans say
they aren’t personally benefiting
from the rebound.

German workers say rebound not trickling down
Continental divide
Growth in the euro zone’s largest economy, Germany, surged in the second
quarter along with many of the economies of its northern neighbors. Change
from a year earlier at an annualized rate in GDP:

Source: J.P. Morgan Chase
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Europe

n The euro zone grew 3.9% in the
second quarter at an annualized
rate, its fastest pace in four years,
thanks to a 9% jump in German
growth—but the surge is expected
to fade fast, adding to concerns
about the global recovery.
n Germany’s robust performance,
driven by demand for its exports,
stood in contrast to continued
malaise in Southern Europe,
where countries such as Greece
are struggling to repair public fi-
nances.

n GDP data showed a sharp diver-
gence in growth in Central and
Eastern Europe, with the Baltics
bouncing back, but Hungary and
Bulgaria still lagging badly. Hun-
gary’s gross domestic product was
unchanged from the previous
quarter and up 1% on a yearly ba-
sis, while Bulgaria’s economy
shrank 1.5% from a year earlier.

n Britain’s defense secretary said
senior military posts could be
axed as he prepares major spend-
ing cuts and a sweeping overhaul
of the country’s armed forces.
Liam Fox must decide within
weeks how to slash his depart-
ment’s budget, as the country’s
coalition government seeks to
quickly reduce national debt.

n WikiLeaks will soon publish its
remaining 15,000 Afghan war doc-
uments, despite warnings from
the U.S. government, said Julian
Assange, the organization’s
founder. The Pentagon has said
that secret information will be
even more damaging to security
and risk more lives than
WikiLeaks’ initial release of some
76,000 war documents.

n Turkey allowed Christians to
pray at a spectacular and politi-
cally sensitive Greek Orthodox
monastery for the first time since
the country’s creation, seeking to
improve the country’s record on
religious tolerance.

n In Spain and Portugal, emer-
gency services were combating 19
sizable wildfires, as cooler
weather was easing firefighting.

i i i

U.S.

n BP must continue work on a re-
lief well to permanently seal the
Gulf of Mexico oil leak, said Coast
Guard Adm. Thad Allen, the top
federal official overseeing oil-spill
recovery. But the particulars on
how to finish the effort still need
to be ironed out, and federal offi-
cials concluded engineers should
have more time to decide how
best to proceed, he said.

n The Obama administration
plans to include attack helicopters
in an expanded arms package for
Saudi Arabia, swelling the size of
the proposed deal to about $60
billion over 10 years, according to
officials familiar with the matter.
The deal, which has yet to be fi-
nalized, would be the largest over-
seas U.S. arms sale ever.

n President Obama defended the
plan to build a mosque near
Ground Zero, telling Muslim
guests at a Ramadan dinner at the
White House that the nation’s
commitment to freedom of reli-
gion “must be unshakable.’’

n Sen. Charles Grassley asked
the Obama administration for an

analysis of the planned stock of-
fering by General Motors and how
much money is likely to come
back to the federal government.

n The U.S. wants to send Trea-
sury employees to observe board
meetings at banks that have con-
sistently missed dividend or inter-
est payments related to the gov-
ernment’s financial-sector bailout.

n U.S. shoppers showed caution
about everyday purchases in July,
underscoring the U.S. economy’s
weak trajectory for the second
half of the year. Overall retail
sales rose 0.4% in July, their first
gain in three months, the Com-
merce Department said. But when
increases in gasoline and automo-
bile sales are excluded, sales were
down 0.1%. Grocery, clothing and
electronics stores all posted de-
clines.

n Federal crash investigators re-
leased new details suggesting the
small plane that slammed into a
remote Alaska hillside last week,
killing former Sen. Ted Stevens
and four others aboard, doesn’t
appear to have suffered any obvi-
ous engine or control problems
prior to the crash.

n In Southern California, an off-
road truck plowed into a crowd
just after the start of a race, kill-
ing eight people and leaving 12 in-
jured, authorities said.

i i i

Asia

n China is getting closer to sur-
passing Japan as the world’s sec-
ond-largest economy. Japan is to
report on Monday morning its
economic output for the second
quarter, and analysts are expect-

ing it to fall short, in U.S. dollar
terms, of the $1.339 trillion China
has already reported for the three
months ended in June.

n China’s Health Ministry ruled
out milk powder as a cause in the
apparent early onset of puberty in
three infant girls, saying the prod-
uct they ingested is safe.

n China declared a national day
of mourning for victims of a mas-
sive landslide in the remote north-
west, as authorities stressed the
importance of hygiene and safety
for the thousands now living in
temporary shelters.

n Myanmar’s ruling military re-
gime said it will hold the coun-
try’s first national elections in 20
years on Nov. 7, in a move that
will force foreign governments to
grapple more seriously with the

diplomatic challenges posed by
the vote.

n South Korean President Lee
Myung-bak proposed that the
country start preparing to unify
with North Korea by collecting a
tax for the expected enormous
costs of lifting the impoverished
North into modernity. With the
proposal, Lee put the spotlight on
a topic that South Korean politi-
cians have long refused to speak
about publicly: how the South will
cope with—and pay for—reunify-
ing with North Korea.

n Japanese Prime Minister Naoto
Kan said he will “carefully moni-
tor” the yen’s exchange rates and
cooperate closely with the Bank of
Japan to deal with the stronger
currency.
n Kan shunned a visit to a shrine
that has outraged Asian neighbors
for honoring war criminals, break-
ing from past governments’ tradi-
tion and instead apologizing for
the suffering World War II caused.
n The Yasukuni shrine, mean-
while, was visited by representa-
tives from far-right European po-
litical parties, led by French
nationalist Jean-Marie Le Pen and
Adam Walker of the British Na-
tional Party. They said they were
making the visit, which came a
day ahead of the 65th anniversary
of the end of World War II, to pay
respect to those who died in war.

n In Pakistan, U.N. Secretary-Gen-
eral Ban Ki-moon said he has
never seen anything like the flood
disaster after surveying the devas-
tation and urged foreign donors to
speed up assistance to the 20 mil-
lion people affected.

n Russia said it would begin load-
ing nuclear fuel into Iran’s
Bushehr nuclear-power plant on
Aug. 21, marking a crucial final
step towards making Tehran a nu-
clear power. The Obama adminis-
tration, which has previously been
critical of Moscow’s role in
Bushehr, largely voiced support
for the Russian position.

i i i

Middle East

n U.S. and Israeli military com-
manders have dramatically
stepped up their cooperation be-
hind the scenes, part of a broader
administration policy of boosting
military support for American al-
lies in the Mideast amid height-
ened tensions with Iran, according
to U.S. officials.

n In Iraq, gunmen robbed four
commercial ships anchored near
the southern oil hub of Basra in a
rare attack off the Iraqi coast, the
U.S. Navy said.
n Drive-by shootings and a spate
of bombings killed 11 people and
wounded dozens more in fresh re-
minders of persistent violence
across Iraq despite an overall drop
in attacks nationwide.

i i i

Africa

n Nigeria’s ruling party said Pres-
ident Goodluck Jonathan can run
in next year’s election, despite an
informal agreement calling for a
candidate from the country’s Mus-
lim north.

WORLD WATCH

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

In a ceremony in Warsaw, Poland’s new president, Bronislaw Komorowski, knelt at a military banner and kissed it as he
formally took control of the nation’s military on Army Day, a holiday that marks a 1920 Polish victory against Russian
Bolsheviks. He also unveiled a plaque to the victims of the plane crash that killed his predecessor and 95 other people.

Associated Press

Poland’s new president formally takes control of military
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Turkey allows service in monastery
SUMELA, Turkey—The Turkish

government allowed Christians to
pray Sunday at a spectacular and
politically sensitive Greek Orthodox
monastery for the first time since
the country’s creation, seeking to
improve the country’s record on re-
ligious tolerance and boost tourism.

The emotional, three-hour ser-
vice at Sumela monastery in Tur-
key’s Black Sea region was the first
of two special church openings the
government recently has permitted.
The second is due Sept. 19 at the
Armenian Aghtamar Church on Lake
Van in eastern Turkey.

Security was tight Sunday, with
helicopters buzzing overhead and a
large police presence. Most of the
hundreds of people packed into Su-
mela’s tiny cliff-hanging monastery
were descendants of Pontic Greeks,
forced from the coastal areas of the
Black Sea in a huge population ex-
change between Turkey and Greece
in 1923. Others fled to Russia.

“This is our fathers’ land and the
land of our grandfathers,” said Fa-
ther Athenagoras, from Thessalon-
iki, Greece, explaining the event’s
importance as he returned from
wading into the crowd with a chal-
ice of wine for communion. Other
priests passed huge baskets of bread
over the heads of jostling worship-
pers.

“We came because we think this
is our native town,” said Violetta
Popova, a 20-year-old language stu-
dent and Pontic Greek descendant
who lives in Piatagorsk, Russia. Two
Russian Cossacks in uniform held up
an icon throughout the service. “We
came to support our Greek broth-
ers,” said Ataman Oleg Gobelinski.

Ecumenical Patriarch Bartho-
lomew thanked Turkey’s govern-
ment—and the medieval Ottoman
Emperors who helped the monas-
tery—in his sermon. He led the ser-
vice with top prelates from Greece
and Russia. But Turkey’s govern-
ment kept a low profile, represented
by the mayor of the local town,
Macka.

The political atmosphere in Tur-
key has transformed since the Is-
lamic-leaning government agreed to
the two church openings, more than
a year ago. At the time the govern-

ment was focused on a Democratic
Opening policy, aimed at finding
nonmilitary means of ending the
country’s decadeslong conflict with
militants claiming to represent the
country’s ethnic Kurds by improving
minority and religious rights. Those
have been key demands of the Euro-
pean Union, which Turkey is negoti-
ating to join.

But last fall, the Democratic
Opening went sour. Attacks by the
Kurdish Workers Party, or PKK, have
renewed, triggering a nationalist
backlash that dominates the politi-

cal agenda ahead of elections due by
next July. At the same time, negoti-
ations to open the border between
Turkey and Armenia are in deep
freeze, with neither side ratifying a
deal outlined last year.

That failure has fueled skepti-
cism among some Armenians over
September’s service at the 10th cen-
tury Aghtamar, which served at one
time as a seat of Armenia’s national
church. “This ceremony is pure pro-
paganda to cover for the crimes of
modern Turkey—the destruction of
3,000 Christian monuments,” said

Hayk Demoyan, director of the Ar-
menian Genocide Museum in Yere-
van, Armenia’s capital. The museum
honors the hundreds of thousands
of Armenians killed around 1915.
Turkey denies a genocide took place
and says the dead were victims of
civil war.

Turkey’s culture ministry said in
emailed responses to questions that
the decision to open the two
churches was a result of the minis-
try’s “evaluation that visitor activity
brought by religious tourism would
contribute in solving economic, po-
litical and social problems in these
regions and would have a positive
impact on relations with neighbor-
ing countries.”

While analysts say the Pontic
Greeks and Armenians, and the
church services, pose no threat to
Turkey’s territorial integrity, their
talk of a lost homeland risks fueling
Turkish nationalists. Trabzon, the
major city near Sumela, is a hotbed
of nationalism and there were scuf-
fles last year when Christian wor-
shippers sought to pray at the mon-
astery. A gunman who shot
Armenian journalist Hrant Dink in
2007 was from Trabzon.

Until now, worshippers have
been barred from conducting ser-
vices at the monastery, which was
founded in the 4th century.

“No one should fear believers,
whether Christians or Muslims. The
most dangerous people are nonbe-
lievers,” said Ivan Savvidi, a legisla-
tor from the Russian Duma and a
diaspora leader of Pontic Greeks,
said in response to questions from
reporters at Sumela on Sunday.

BY MARC CHAMPION

Greek Orthodox Patriarch Bartholomew I, top left, leads a Mass at the ancient Sumela Monastery in Turkey on Sunday.
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Russia will provide Iran with nuclear fuel
WASHINGTON—Russia said it

would begin loading nuclear fuel
into Iran’s Bushehr nuclear-power
plant on Aug. 21, marking a crucial
final step towards making Tehran a
nuclear power.

The Obama administration,
which has previously been critical of
Moscow’s role in Bushehr, largely
voiced support for the Russian posi-
tion Friday. It’s part of Washington’s
broader campaign to prevent Tehran
from obtaining atomic weapons.

Senior U.S. officials said the
White House consented in recent
months to Russia pushing forward
with Bushehr in order to gain Mos-
cow’s support for a fourth round of
United Nations sanctions against
Iran, which passed in June.

These officials acknowledge the
Bushehr project undercuts the U.S.’s
efforts to present Tehran as isolated
internationally. But they stressed
that Bushehr doesn’t pose a prolif-
eration risk and challenges Iran’s ar-
gument that it needs to produce nu-
clear fuel indigenously in order to
power its civilian power plants.

Moscow will supply all the low-
enriched uranium needed to fuel
Bushehr. Russia will also be charged
with removing the spent fuel from
the reactor and transferring it off
Iranian soil. These safeguards, said
U.S. officials, coupled with the over-
sight role to be played by the United
Nations nuclear watchdog, the In-
ternational Atomic Energy Agency,
assures that Bushehr’s nuclear fuel

won’t be diverted for military
purposes.

Bushehr “quite clearly, I think,
underscores that Iran does not need
its own enrichment capability if its
intentions, as it states, are for a
peaceful nuclear program,” White
House spokesman Robert Gibbs said.

Despite the Obama administra-
tion’s positive spin on Bushehr, a
number of counter-proliferation ex-
perts say the development could
mark a dangerous expansion of Teh-
ran’s nuclear capabilities. They said
it would be difficult for monitors to
track the large amounts of fissile
material set to be produced by the
reactor. And they said Washington
was relying on a Russian govern-
ment that often hasn’t protected
Washington’s interests.

“We have forgotten very quickly
that just a few years ago this was
seen as a very dangerous project,”
said Henry Sokolski, executive direc-
tor of Washington’s Nonprolifera-
tion Policy Education Center. “It’s
very difficult to ferret out what’s il-
licit from what’s okay.”

The same technologies countries
need to produce nuclear fuel can
also be utilized to make atomic
weapons. The U.S. has placed a fo-
cus in its diplomacy on making sure
that Iran doesn’t continue enriching
uranium domestically. U.S. and U.N.
officials say Iran already has enough
material to produce two atomic
weapons if it decides to produce
weapons-grade fuel.

If Moscow follows though with
its pledge to start Bushehr, Iran will

complete a more than 40-year cam-
paign to produce nuclear power.
Iran’s former monarch, Shah Reza
Pahlavi, first moved to develop the
site in Bushehr in the 1970s in coop-
eration with U.S. and European com-
panies. When he was overthrown in
1979, Iran’s new Islamist govern-
ment then contracted with Russian
nuclear firms for $1 billion in 1995
to finish developing the reactor in
the coastal city of Bushehr.

Moscow has repeatedly pledged
in recent years to commission the
Bushehr reactor, but repeatedly
backed off. U.S. officials in both the
Bush and Obama administrations
believed Moscow was using the
power plant to maintain its leverage
over Tehran in its nuclear talks with

the international community. Russia
was also seen as fixated on main-
taining its economic interests in
Iran.

In its negotiations with Russia
over Bushehr, U.S. officials said they
have sought out the least harmful
position from a nonproliferation
standpoint. They decided, ulti-
mately, that gaining Moscow’s sup-
port on sanctions was more impor-
tant than preventing Bushehr from
moving ahead.

Both Russian and Iranian offi-
cials hailed the announcement on
Bushehr as a milestone. And the
head of Iran’s Atomic Energy
Agency, Ali Akbar Salehi, pledged to
allow the IAEA full monitoring au-
thority of the facility.

“We consider the opening of the
plant when electricity is produced,
and that will probably take about
two months,” Mr. Salehi said, ac-
cording to Iranian news agencies.

U.S. officials in recent weeks
have voiced confidence that new
sanctions imposed upon Iran in re-
cent months are beginning to affect
President Mahmoud Ahmadinejad’s
government.

In addition to the U.N. sanctions,
the European Union approved ex-
pansive new penalties in July that
forbid any new European invest-
ment in Iran’s oil-and-gas sector.
U.S. President Barack Obama, mean-
while, signed into law last month
new sanctions that will target any
international firms doing business
with blacklisted Iranian banks and
Tehran’s elite military unit, the Is-
lamic Revolutionary Guard Corps.

The U.S. Treasury Department
last week began implementing this
new legislation by releasing new
guidelines to international financial
firms. The notice outlines that the
U.S. will ban from the American fi-
nancial system any firms seen doing
“significant” transactions with Ira-
nian entities banned by the U.N. or
U.S. or believed to be supporting
Tehran’s ballistic-missile or nuclear
programs.

“This is new in that it places at
risk something that’s very impor-
tant to every financial institution,”
which is access to the U.S. banking
system, said Stuart Levey, the Trea-
sury’s undersecretary for terrorism
and financial intelligence.

BY JAY SOLOMON

Russia will supply Iran’s Bushehr nuclear-power plant starting later this month.
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Bulgaria looks to John the Baptist
to resurrect its flagging economy

A RCHAEOLOGISTS and clerics here
say they have unearthed
bones belonging to John the

Baptist, an itinerant preacher re-
vered by many Christians as the last
of the Old Testament prophets.

Bulgaria’s government is looking
to the discovery for salvation—of a
financial sort. The remains, includ-
ing a skull fragment and a tooth,
were uncovered last month during
the excavation of a fourth-century
monastery on St. Ivan Island, off
Bulgaria’s Black Sea coast. They
were in a sealed reliquary buried
next to a tiny urn inscribed with St.
John’s name and his birth date.

Officials of this recession-scarred
country think the purported relics
will give a big boost to tourism,
drawing believers from neighboring
Orthodox Christian countries to this
nearby resort town,

Tens of millions of dollars have
already been earmarked to prepare
for an anticipated surge in visitors.
Construction crews are enlarging
the port and building a big new
parking lot. Tour guides are being
rewritten and new signs are going
up to direct people to the relics.

“I’m not religious but these rel-
ics are in the premier league,” says
Simeon Djankov, Bulgaria’s finance
minister and an avowed atheist.
“The revenue potential for Bulgaria
is clear.”

Bulgaria’s Orthodox church hier-
archy has declared that the bones
are authentic. “This is a holy find. It
doesn’t matter about the science,”
says Metropolitan Bishop Joanikii of
Sliven, who oversees church affairs
in Sozopol. “The holy
relics of St. John radi-
ate miraculous force. I
cannot explain it by
using words.”

Kazimir Popkon-
stantinov, the archae-
ologist responsible for
the finding in Sozopol
and now hailed as a
national hero, insists
his discovery is in the
same league as the
Shroud of Turin. “This
kind of discovery hap-
pens perhaps once every
two hundred years,” he says. “We
have very strong proof that this is
genuine. I know this is very impor-
tant for the whole Christian world.”

Some experts, however, are skep-
tical about the origin of the
bones—as well as their earnings po-
tential. Michael Hesemann, a reli-
gious historian who helps the Vati-
can date relics, says the bone
fragments “appear to be authentic.”
But he thinks they lack the “box-of-
fice draw” of better-known religious
attractions such as the Shroud,
which believers say is Christ’s burial
cloth.

For its part, the Roman Catholic
church says the matter requires
more study. The Vatican’s Pontifical
Commission of Sacred Archaeology
said tests to gauge the age of the
bones and other factors would have
to be weighed before it could judge
their provenance.

News of the find, meanwhile, is
already drawing visitors. At the lo-
cal church of St. George, where the
presumed relics are now on tempo-

rary display in a silver chest do-
nated by Bulgaria’s prime minister,
hundreds of faithful line up for a
chance to view the bones, mouthing
prayers and making the sign of the
cross. The church says attendance at
daily mass has jumped from about
100 to more than 3,000. Church offi-
cials say they are selling more vo-
tive candles in a day now than they
used to sell in a year, and have just

ordered another two
tons of them to meet
projected demand.

Bulgaria, the Euro-
pean Union’s poorest
nation, could use an
economic miracle. The
country’s gross do-
mestic product shrank
5% last year and con-
tracted another 3.6%
in the first three
months of this year.
Manufacturing has

languished, and unem-
ployment has climbed.

To help pull Bulgaria out of its
worst recession since the collapse of
communism here 20 years ago, the
government is looking to promote
tourism. Touting the relics is part of
that plan. Mr. Djankov, the finance
minister, says he wants to double
government spending on the devel-
opment of religious tourism so “we
can make this history profitable.”

Religious pilgrimages are big
business globally, according to the
World Tourism Organization, which
estimates that up to 330 million
faithful visit the world’s key reli-
gious sites every year. Lourdes, the
French town where worshippers be-
lieve the Virgin Mary appeared in
1858, draws about 5 million visitors
annually.

The bones, though, make Bul-
garia a member of a not-so-exclu-
sive club of nations that say they
are home to pieces of John the Bap-
tist, who was beheaded on the or-
ders of King Herod. Ancient tradi-
tion has held that his severed head
was entombed in Herod’s Jerusalem

palace. Over time, body parts be-
lieved to be St. John’s have spread
across Europe, the Middle East and
South Asia. A church in Calcutta, In-
dia, claims to house part of a saintly
hand. The cathedral in Aachen, Ger-
many, says it has the cloth used to
wrap St. John’s head after his de-
capitation. The Topkapi Palace in
Istanbul, former seat of the Ottoman
emperors, also claims to hold parts
of one of St. John’s arms and his

head.
The presence of the relics of St.

John hasn’t translated into a tourist
bonanza in any of these other rest-
ing places. Still, authorities in Bul-
garia remain optimistic. Orthodox
Christians hold John the Baptist,
who according to some accounts
baptized Jesus, in especially high
esteem. Services every Tuesday are
dedicated to his memory in Ortho-
dox churches.

There are encouraging signs.
Milenna Dimitrova, who has been
selling fresh berries, figs and jams
for 20 years from a stall here, says
business has been so brisk that she
doesn’t have time to go to church.

BY JOE PARKINSON
Sozopol, Bulgaria

Archaeologist Kazimir Popkonstantinov shows a Greek inscription of John the Baptist’s name and birthdate found with the alleged relics on St. Ivan Island.
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ONLINE TODAY: See photos from
Bulgaria at WSJ.com/World.
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“HUBLOT Lunch & Seminar”

A tour of the Hublot Factory and a
conversation with

Jean-Claude Biver, CEO

Program
• 1100 hours (CET) - Arrival at Geneva International Airport
• 1200 hours (CET) - Lunch at Golf de Bonmont Restaurant

• 1330 hours (CET) - Transfer to Hublot Factory
• 1400 hours (CET) - Factory Tour

• 1500 hours (CET) - Discussion with
Jean-Claude Biver, CEO, Hublot

• 1630 hours (CET) - Depart Hublot SA
Jean-Claude Biver, CEO, Hublot.
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SPORT

Manchester United hosts
Newcastle United Monday night
in the final fixture of the
opening round of the new
English Premier League season.

The home side, which has
won the title 11 times in the
Premier League era, is 5/2
second-favorite to win the
league behind Chelsea and is
looking to put three points on
the board as it searches for a
record 19th championship.

The game marks a return to
the top flight for the visitor,
which won England’s second
tier last term with 102 points.

In the previous meeting
between these two sides at Old
Trafford two years ago,
Newcastle earned a point, but
the club hasn’t beaten Sir Alex
Ferguson’s side in the league in
15 matches, since September
2001.

Newcastle’s defenders Sol
Campbell and Steven Taylor are
also selection doubts, so it’s not
hard to see why the team is as
long as 14/1 for victory, while
the draw is available at 5/1.

Manchester United has won
84% of its home games in the
past four seasons. At 1/4 for a
home victory, it might prove
better to back the draw
halftime/Manchester United
fulltime at 4/1 with Betfred
since the home team has been
level at the break in two of its
past three opening games of
the season.

The previous five meetings
have averaged 4.2 goals, which
might interest buyers of
Sporting Index’s total goals at
3.1. Wayne Rooney has struck
three times in the last three
league encounters. He is 3/1 to
open the scoring.

Tip of the Day

11

Source: Opta Sports

Wayne Rooney
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Wealth managers target stars
More banks are ensuring top athletes don’t lose their fortunes as quickly as they make them

The amount of money in profes-
sional sport has come a long way
since the early 1970s when foot-
baller and playboy George Best fa-
mously quipped that he spent most
of his money on booze, birds and
fast cars—the rest he squandered.

Although Mr. Best was one of the
most talented and highest-paid
players of his generation, earning
£150 ($230) a week in the early
1970s—roughly equivalent to
£60,000 a year today—that amount
is dwarfed by the earnings of to-
day’s top footballers and other pro-
fessional athletes.

The huge influx of money into
professional sport has created a
niche but growing market for pri-
vate banks and wealth managers,
keen to provide advice to athletes
on how to preserve the wealth they
create in often short careers. These
specialist sports divisions of wealth
managers aim to help their clients
avoid the pitfalls of having too much
money at too young an age—but
they face tough competition in a
crowded market.

Kirsty MacArthur, head of the
sports and media division at Heart-
wood Wealth, a boutique wealth-
management firm in London and
Kent, said, “Nowhere is compensa-
tion growing as quickly as it is in
the sports world.”

Jason Traub, head of the sports
division at Investec Private Bank, a
part of the South African bank,
agrees. “At the very top, earnings in
sport have grown faster than any
other sector over the last five
years,” he said.

Other banks, including Barclays
Wealth, Coutts & Co, Investec Pri-
vate Bank, and London & Capital,
all have expanded their specialist
sports divisions in recent months.
Collins Stewart, a U.K. brokerage
firm, has launched a new sports
wealth management division with
the appointment of Clive Richardson
to recruit sports clients, while Bar-
clays Wealth hired a former profes-
sional cricketer, Douglas Lockhart,
as an investment adviser in the
sports sector.

These private banks are at-
tracted by the high concentration of
high earners in professional sport
and the unique circumstances in
which young stars can earn as much
money as quickly as in hedge funds
or investment banking—without the
financial experience to know how to
deal with it.

For example, there are more than
500 footballers in England’s Premier
League earning an average of
£1.2 million a year, according to a
study of football finance by accoun-
tancy firm Deloitte.

Yet the very best players make
considerably more: Lionel Messi, the
Barcelona player and reigning FIFA
World Player of the Year, earns
roughly £30 million a year in salary,
sponsorship and endorsements, ac-
cording to France Football maga-
zine’s annual survey of the sport’s
highest-paid players.

And it isn’t just football where
potential earnings from sport match
or exceed the potential in financial
markets. Roger Federer has earned
$56.2 million in prize money alone
from playing tennis, according to
the Association of Tennis Profes-
sionals, while, in golf, Padraig Har-
rington, who won the British and
U.S. Open championships in 2008,
has made $28 million—again before

sponsorship and endorsements—ac-
cording to the European PGA Tour.

In addition, sponsorship deals
for household names, such as David
Beckham and Tiger Woods, can
dwarf salaries, said Mr. Traub. “A
handful have reinvented themselves
as a brand following their sports ca-
reer, potentially guaranteeing them
endorsements for the rest of their
lives,” he said.

Yet one of the biggest challenges
for sport stars is how to preserve
the wealth they create over a work-
ing career of perhaps just 10 to 20
years—roughly a third as long as
many other professions.

“Sports players are unique cli-
ents, thrust into a world of wealth
at a young age and retiring after a
decade or two,” Ms. MacArthur said.

While golfers can compete well
into old age, like septuagenarian
U.S. golf legend Jack Nicklaus, it
isn’t unusual for a footballer or
rugby player to retire before 30 be-
cause of injury.

Yet a lack of trust relating to bad
experiences has given some sports
players a skewed perception of
wealth managers, said Ms. Mac-
Arthur. Horror stories of players re-
ceiving disastrous wealth-manage-
ment advice are exchanged in
dressing rooms. She pointed to an
example of one footballer who went
bankrupt after being persuaded to
buy an Eastern European property
portfolio at a testimonial dinner,
adding that some sports profession-
als are “easily misled.”

“We have seen high-risk and of-
ten obscure investments being rec-

ommended on the basis that this
particular target market is looking
for something ‘exciting’ to do with
their wealth,” said Adam Osper, who
last month joined wealth manager
London & Capital from Conforto Fi-
nancial Management to relaunch its
sports division. “In the vast major-
ity of cases, these suggestions are
highly inappropriate.”

Not all sports stars have had bad
wealth-management advice. Former
premier league footballer Robbie
Fowler is known for becoming one
of the U.K.’s wealthiest players,
growing an estimated fortune of
£30 million, “largely as a result of
shrewdly putting his money from

football into property years ago,”
said Philip Beresford, the author of
the Sunday Times “Rich List.”
Mr. Fowler has increased his wealth
by £2 million over the past four
years, according to Mr. Beresford.

David Whelan, a former profes-
sional footballer of the same vintage
as Mr. Best, set up U.K. sport re-
tailer JJB Sports in 1971 after his ca-
reer was cut short by injury, and has
since made more than £200 million.

In the U.S., sports leagues have
attempted to educate their players
in wealth management. The National

Football League holds four-day
rookie symposiums to drill players
on everything from financial advice
to sex education, while the National
Football League Players Association
has a financial-advisor registration
program to add another layer of
protection—by vetting advisers. The
idea is also used by the National
Basketball Association.

But outside the U.S. and the U.K.,
specialist sports divisions are rare.
Even though Switzerland is home to
some of the wealthiest sports stars,
like Mr. Federer and former Formula
One world champion Lewis Hamil-
ton, Switzerland’s largest private
banks don’t have sports divisions.

Merrill Lynch teamed up with
IMG Investment Advisers in 2000,
launching McCormack Advisers as a
joint venture to target athletes. But
the U.S. bank exited from the busi-
ness two years later when it proved
unsuccessful. Since then, IMG has
emerged as the world’s biggest
sports-wealth manager, managing
the money of Mr. Woods and foot-
baller David Beckham, according to
one wealth manager.

Bill Yelverton, executive director
at wealth-management consulting
firm Scorpio Partnership, warns
that the sports wealth management
sector can be as competitive as the
sports it services.

“Sports wealth management is a
competitive, niche business,”
Mr. Yelverton said. “You need spe-
cific contacts through the agents or
the clubs. Firms revisit this target
every few years but with varying
degrees of success.”

BY TARA LOADER WILKINSON

Lionel Messi, the Barcelona player, earns roughly £30 million a year in salary and sponsorship.
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Bad experiences have
given some players a
skewed perception of
wealth managers.
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New U.S. fees
on visas irk
outsourcers

New U.S. legislation that sharply
boosts visa fees to pay for tighter
border security may play well in
some parts of the country, but the
applause is faint in Silicon Valley.

The measure, signed into law by
President Barack Obama on Friday,
is expected to raise operating costs
for outsourcing firms that use large
numbers of foreign-born employees
to serve their U.S. customers. But
the biggest impact, critics say, is to
increase the perception that Amer-
ica is becoming more protectionist
and hostile toward foreigners.

“It’s adding to the negativity
about America,” said Vivek Wadhwa,
a visiting scholar at the University
of California and research associate
at Duke University who studies im-
migration issues. “The money raised
is insignificant, and the damage is
huge.”

Backers of the bill predict the
visa fee increase will raise about
$200 million a year to help pay for
a $600 million appropriation to beef
up security on America’s border
with Mexico. The money is expected
to pay for improvements that in-
clude hiring more border guards,
boosting the number of federal
agents and drone aircraft used for
surveillance.

The fee increase applies only to
companies with at least 50 employ-

ees in the U.S. and 50% or more of
their work force holding one of two
widely used types of visas. The fee
for them to apply for an additional
H-1b visa—which covers temporary
skilled workers—rises under the leg-
islation from $320 to $2,320. The
fee for additional L visas, which
cover transfers within a company,
increases from $320 $2,570.

Big U.S. companies that augment
their work forces with small per-
centages of foreign workers
wouldn’t be affected by the mea-
sure, nor would small start-ups led
by a handful of entrepreneurs from
abroad. But the carefully crafted cri-
teria strike some observers as dis-
criminatory, because most of the
outsourcing firms targeted by the
measure are based in India.

“It is just like a tax, but why are
you only taxing one group of peo-
ple?” asks Vish Mishra, president of
the Silicon Valley chapter of the In-
dus Entrepreneurs, a forum for ex-
ecutives from South Asia.

Sen. Charles Schumer, a New
York Democrat, the chief sponsor of
the measure, on Thursday said it is
“simply untrue” that the purpose of
the legislation is to target Indian in-
formation-technology companies.
Rather, he said, the measure targets
firms—regardless of where they are
based—that use the H-1b program in
ways that are contrary to its intent.

The program, Mr. Schumer said,

was principally designed to help
companies such as Microsoft Corp.
and Apple Inc. to hire foreign-born
students who would help develop
innovative products and ultimately
become U.S. residents. Outsourcing
firms, by contrast, are essentially
creating “multinational temp agen-
cies” that pay less than prevailing
U.S. wages and drive down the pay
of American workers, he said.

Sen. Schumer’s statements were
challenged Friday by the National
Association of Software and Service
Companies, which represents Indian
tech companies. The group argued
that India outsourcing firms have
added significantly to the U.S. econ-
omy, hired American workers and
used the H-1b program properly.

The broader issue for Silicon Val-
ley is that the flow of technology
talent has now reversed. Most stu-
dents who get advanced degrees at

U.S. universities no longer hope to
stay in the country, said Mr. Wad-
hwa, partly because of stiffened im-
migration policies but also because
job opportunities in places such as
Bangalore and Shanghai are so at-
tractive. The visa increase is just
“another shot across the bow” that
sends another signal to foreign en-
gineers that they aren’t welcome, he
added.

At the same time, many U.S.-
based start-ups are locating the bulk
of their workers in countries where
wages are lower and talent is plenti-
ful. One is Zoho Corp., a company
based in Pleasanton, Calif., that has
about 20 employees there—most of
them American-born—and about
1,000 in India. “I don’t remember
the last time we applied for a visa,”
said Sridhar Vembu, Zoho’s chief ex-
ecutive.

There has indeed been evidence

that some outsourcing firms pay
less than prevailing U.S. wages and
that is a problem, said Rob Atkin-
son, president of the Information
Technology and Innovation Founda-
tion, a Washington policy think
tank. But he argued that the way to
combat that issue is to analyze out-
sourcers’ payroll records and penal-
ize those that don’t play by the
rules, not a fee increase that affects
companies that do.

Sen. Schumer acknowledged
broader problems that would be
tackled only by comprehensive im-
migration reform. But he said the
visa-fee increase would make it
more expensive to bring in foreign
tech workers to compete with Amer-
icans for tech jobs in America—and
cited comments by some Indian
companies that the fee increase
would push them to hire more
American workers.

BY DON CLARK

President Barack Obama signed the measure into law on Friday. Sen. Charles Schumer, right, said the program was
principally designed to help companies hire foreign-born students who would help develop innovative products.
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Housing ills cloud fate of Fannie, Freddie
All year long, the Obama admin-

istration has defended its decision
to postpone the debate over the fate
of Fannie Mae and Freddie Mac by
arguing that it first needed to put
the housing market back on track.

Now, as mortgage industry exec-
utives and government officials pre-
pare to meet for a summit on Tues-
day to begin those discussions in
earnest, policy makers are facing an
unexpected problem: The housing
market appears to be stalling.

That will make officials more
cautious in considering any dramatic
overhaul, because a shaky outlook
further underscores the market’s

heavy dependence on Fannie and
Freddie, which together with the
Federal Housing Administration are
backstopping nine out of every 10
new loans.

“It pulls the debate in the oppo-
site direction,” said Howard Glaser,
an industry consultant. “If we’re
stuck in the midst of this semi-per-
manent housing crisis, the question
of the federal role becomes almost
intractable.”

Over the past year, housing
prices across much of the U.S. began
to stabilize as the government
spurred sales by providing federal
tax credits for home buyers and by
holding down mortgage rates. The
removal of those supports has ex-

posed lingering weakness, putting
renewed pressure on prices.

Still, Tuesday’s sessions could
help build support for the road map
the White House has promised to
deliver by early next year. They may
also help shield the administration
against accusations of foot-dragging
as the two-year anniversary of the
government takeover of Fannie and
Freddie approaches.

Panelists include capital markets
veterans Lewis Ranieri, the co-in-
ventor of the mortgage-backed secu-
rity, and Pacific Investment Man-
agement Co.’s Bill Gross; the heads
of the mortgage banking divisions at
Wells Fargo & Co. and Bank of
America Corp.; and academics.

Already, administration officials
have said the previous ownership
model for Fannie and Freddie should
be discarded. For decades, a fuzzy
“implied” guarantee allowed the
companies, owned by private share-
holders, to borrow cheaply because
investors assumed that the govern-
ment would rescue the firms at the
first whiff of trouble.

At the same time, a consensus of
academics, industry officials and in-
vestors has coalesced around the
idea of using the government to pro-
vide explicit guarantees for securi-
ties backed by mortgages that meet
certain standards.

Tough questions loom over how
those guarantees would be struc-

tured and priced and what entities
would provide them.

Some conservatives, including
congressional Republicans, have
come out against returning to any
mortgage market that relies on gov-
ernment subsidies or guarantees.
That could lead to higher costs, but
they say it is the only way to pre-
vent taxpayers from being on the
hook again for massive losses.

While the administration has
promised to deliver “fundamental
change,” officials are likely to pro-
ceed slowly—focusing as much at-
tention on any transition as they do
on the final destination—to avoid
rattling the $5 trillion bond market
for government-backed mortgages.

BY NICK TIMIRAOS

Truck in California race kills eight and injures 12
LUCERNE VALLEY, Calif.—An off-

road truck plowed into a crowd mo-
ments after sailing off a jump at a
race in Southern California Saturday
night, killing eight people and leav-
ing 12 injured, authorities and wit-
nesses said.

The accident happened shortly
before 8 p.m., just after the start of
the California 200 race, said San
Bernardino County sheriff’s spokes-
woman Cindy Bachman.

Ms. Bachman said eight people

died and 12 were injured, several of
them seriously. Seven ambulances
and 10 emergency aircraft re-
sponded to the scene. Most of the
injured were airlifted to hospitals.

Officials said the driver wasn’t
hurt but had to flee the scene to es-
cape angry spectators.

The 200-mile race is part of a se-
ries held in Soggy Dry Lake Bed
near the city of Lucerne Valley in
the Mojave Desert, 100 miles north-
east of Los Angeles.

David Conklin, a photographer
covering the event for off-road mag-

azines, said the Prerunner truck was
among the first 20 off the line in
the race, and had just gone over a
jump known as “the rockpile” about
two miles into the race.

Tens of thousands of people at-
tend the California 200, in which a
variety of off-road vehicles take
jumps and other obstacles and reach
speeds up to 100 miles an hour on
the 50-mile off-road course.

The crowd was standing within
10 feet of the track with no guard
rails separating them from the
speeding vehicles.

“There were no barriers at all,”
Jeff Talbott, inland division chief for
the California Highway Patrol, told
the Riverside Press-Enterprise. He
said that the driver, who wasn’t
named, was forced to run from the
scene when the crowd grew unruly
and some began throwing rocks. It
wasn’t clear why he lost control.

The event was sponsored by the
South El Monte-based Mojave Des-
ert Racing. No one picked up the
phone at a number listed on the
group’s website, and its message
mailbox was full.
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A tiny tablet that takes calls, too
In just a few months, Apple’s

iPad has established that there is
indeed a consumer market for a
multitouch tablet computer.

The 1.5-pound slate with a 10-
inch screen has already sold more

than 3 million
units world-wide,
even though it
costs £429 or

€499 for the cheapest model, sur-
prising many analysts. And Apple
says over 20,000 third-party apps
have been written especially for
the iPad’s large screen and fea-
tures, in addition to the more
than 200,000 iPhone apps it can
also run.

As a result, other companies,
big and small, are racing to pro-
duce multitouch tablets that go
beyond the narrow functions of e-
readers such as Amazon’s Kindle.
Like the iPad, they are meant for
a wide variety of uses, including
Web surfing, social networking,
email, games, productivity, naviga-
tion, book reading, and playing
music and videos. And, like the
iPad, they will pose a threat to the
primacy of the laptop for portable
computing, and especially to the
smallest laptops, the netbooks.

A second big computer com-
pany, Dell, has recently joined the
new tablet war. But Dell’s first of-
fering in the category, called the
Streak, is very different from the
iPad, and somewhat peculiar. It’s
much smaller—with just a 5-inch
screen—and makes cellular voice
calls, something the iPad can’t do.

It is really a tweener device, a
design compromise. Depending on
how you use it, the Streak can be
considered a giant smartphone or
a minitablet. Dell is positioning it
as a tablet, but, to me, it’s more of
a very large smartphone, but one
that, for many, will be too large to
carry around comfortably.

The Streak, which is available
for £449 or €599, runs on
Google’s Android operating sys-
tem, and has access to the 70,000
or so third-party apps available in
the Android Market app store. But
I couldn’t find, and Dell couldn’t
identify, any apps written espe-
cially for its larger screen. In fact,
a few Android apps I tested
seemed to crowd all their icons

BY WALTER S. MOSSBERG ing notifications, adjusting wire-
less settings, managing screens
and accessing apps that aren’t on
the main screens.

The Streak also has generous
memory for an Android phone. It
comes with 19 gigabytes of total
memory, including a removable 16
gigabyte memory card. Two giga-
bytes of the internal memory can
be used to store apps—excellent
for an Android phone, but much
less than on the iPad.

Its 5-megapixel rear camera
took sharp photos and fair videos,
and phone calls sounded clear.
The large screen was a big plus
for Google’s free voice-prompted
navigation app. Battery life was
very good, easily lasting a full day,
and the battery is removable.

But the Streak also crashed on
me several times. On one occa-
sion, it started vibrating endlessly,
only stopping when I removed and
replaced the battery.

The device has a front-facing
camera—unlike the iPad, which
has no camera at all. But video
calling isn’t integrated, unlike on
the new iPhone, and requires you
to sign up for a third-party ser-
vice.

Twice the device proclaimed it
couldn’t find the memory card
and had to be restarted before it
could. Twice, the YouTube app
failed to load any content.

Also, the buttons on the top
edge for turning the Streak on and
off and for taking pictures are
very close together and easily
confused for each other. And the
camera button eventually stopped
working for me altogether. The
speaker, located on the back,
sounded tinny when playing mu-
sic. And it was too easy to block
the rear camera with a thumb or
finger when holding the Streak
naturally.

Dell sees the Streak as a tablet
first, with phone calling as a sec-
ondary function. It may well ap-
peal to people for whom the iPad
is too large to carry around, yet
want some of the tablet experi-
ence coupled with a phone. But
tweener devices can be hard to
love and Streak buyers will have
to overlook some of the shortcom-
ings I encountered.

Email mossberg@wsj.com.

Also, the Streak comes with
the outdated 1.6 version of An-
droid, though Dell says it will
eventually be upgradeable to the
latest edition.

In my tests, the Streak deliv-
ered both moments of pleasure
and moments of frustration. When
held horizontally, the screen felt
luxurious, with lots of room, and
good sharpness and color, for
playing video or viewing photos.
Even in portrait mode, reading
books using the Amazon Kindle
app was a much better experience
than on any smartphone I’ve
tested, though not nearly as good
as on the iPad or Kindle e-reader.

The screen also holds plenty of
app icons and more large widgets
than other Android phones I’ve
tested. And there are convenient
bars at the top for quickly check-

under half a pound, but heavier
than many smartphones.

In my tests, I found I could
carry the Streak comfortably in
the pocket of loose jeans, or in a
suit jacket’s inner pocket, but not
in a shirt pocket or the pocket of
more fitted pants. It would take
up a lot of room in a small or me-
dium-size woman’s handbag. And
it looks somewhat ridiculous when
held up to the ear to make a
phone call.

And, despite the larger physi-
cal size of the Streak’s display, its
screen resolution, which governs
sharpness and how much content
can fit on a screen, is lower than
even the iPhone 4’s much smaller
screen, and is too low to display
high-resolution video (though an
optional dock can output hi-res
video to a TV.)

into just a portion of the Streak’s
screen, especially when the device
was held vertically, leaving lots of
white space.

The Streak’s 5-inch screen is
much larger than the iPhone’s 3.5-
inch display, or the 3.2-inch
screen on the new BlackBerry
Torch. But it didn’t feel radically
larger to me than the 4.3-inch dis-
play on some of the newer An-
droid smartphones, such as the
HTC EVO, which, while bulky for a
phone, is still much easier to fit in
a pocket than the Streak is.

The Streak is a long, skinny de-
vice. It’s 6 inches long and 3.11
inches wide, about a fourth the
footprint of the iPad, which isn’t
meant to go in a pocket, but con-
siderably longer and somewhat
wider than the EVO, which is. It’s
much lighter than the iPad, at just

Dell’s first offering in the
tablet category is a tweener: It

has a 5-inch screen and the
ability to make cellular voice
calls, which is something the

iPad can’t do.
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Virtual keyboard makes smudges a requirement
Do you love your smartphone

but hate its on-screen keyboard?
From an efficiency perspec-

tive, virtual keyboards offer lots
of advantages like
shortcut buttons
that appear when
you need them
(think of a “.com”

button that shows up while typ-
ing an email address). They ro-
tate depending on whether the
phone is held vertically or hori-
zontally. And they disappear
when not in use, doubling the
screen size for better viewing
and touch gestures.

But for some people, the tac-
tile feedback of a physical key-
board is more comfortable and
reassuring. I’m familiar enough
with my BlackBerry keys that I
can often type using my thumbs
without looking down, much like

touch typing at a computer. With
a virtual keyboard, you have to
keep your eyes on the screen.
And for some people, walking and
typing with an on-screen keys
produces a lot of typos because
of jerky movements.

What if your on-screen typing
was faster and more enjoyable?
Thanks to a smart keyboard
called Swype, your virtual key-
board can do something your
smartphone number pad can’t do:
Let you type without lifting a fin-
ger. Swype (swypeinc.com) allows
you to trace a word out on the
keyboard in one continuous swip-
ing motion, from one letter to the
next. Raising a finger off the
screen after the last letter of
each word starts a new word.
Predictive technology guesses
what word you’re trying to spell
according to what would make
the most sense. Special swiping
gestures capitalize words and add

punctuation. Though using Swype
requires an adjustment period,
typing with it feels more fun and
game-like than tapping out indi-
vidual letters on a glass screen.
For people who don’t like typing
with an on-screen keyboard, it’s a
viable solution.

Some shortcuts on Swype
aren’t obvious, so the tutorial
video that highlights these func-
tions can be launched by holding
down the keyboard’s Swype key.

For example, capitalizing a
word like “Katie” could be done
the old-fashioned way by tapping
“Shift” and “k” (all Swype keys
also work with taps, like regular
on-screen keyboards). But it was
more fun to use the Swype swip-
ing method to type “Katie.” I
placed my finger on the “k” then
swiped up above the keyboard
(Swype’s gesture for a single-let-
ter capitalization) before moving
my finger back down to the key-

board and continuing the rest of
the word by tracing my finger
from “a” to “t” to “i” and then to
“e.” My finger was on the screen
the whole time and lines ap-
peared on the keyboard where
my finger had gone, like finger
trails of dust. A Swype engineer
calls these trace paths.

Certain words make sense to
the keyboard according to the de-
sign that was traced and what
letters logically followed one an-
other. One such example is
“49ers”: I dragged my finger
from one key to the next and was
surprised to see this rarely used
word appear. And texting lexicon
like “l8er” (later) and “4ever”
(forever) showed up the same
way.

You can teach Swype to learn
your most-used words by tracing
the word once and hitting the
space key, as long as this combi-
nation is all letters or all num-

bers. If the word has an alphanu-
meric combination, like
myname@gmail.com, it must be
manually added to the Swype dic-
tionary. I did this by highlighting
it, then hitting the Swype key.

Punctuation was a little tricky
since I’m used to double tapping
on the iPhone or BlackBerry
space bar key to insert a period
at the end of a sentence. To add a
period with Swype, you drag a
finger from the period key to the
space bar key. The same is true
for other punctuation, like
comma and space; exclamation
point and space; or a question
mark and space.

Like all on-screen keyboards,
Swype takes some adjustment,
but typing can be more accurate,
feels faster—and more entertain-
ing—the more you use it.

Edited by Walter S. Mossberg.
Email mossbergsolution@wsj.com

BY KATHERINE BOEHRET
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Obama to test golden touch on tour
WASHINGTON—President Barack

Obama embarks Monday on his most
extensive political trip of the mid-
term election season, touching all
four corners of the continental U.S.
in a test of whether his political
problems have dented his fund-rais-
ing prowess.

On top of the economic woes and
political fights that have battered
his popularity, the president’s press
secretary this week angered liberals
when he suggested critics from “the
professional left” ought to be drug-
tested.

Attacks from the right are grow-
ing more vitriolic. Ben Quayle, the
son of former Vice President Dan
Quayle and a candidate for Con-
gress, called Mr. Obama “the worst
president in history.”

And Republicans on Sunday
seized on Mr. Obama’s weekend
comments on the controversy over
building a mosque near the site of
the World Trade Center, folding it
into their election-year narrative
that Washington is out of touch with
the rest of the country.

“The administration, and the
president himself, seems to be dis-
connected from the mainstream of
America,” Sen. John Cornyn (R.,
Texas), who heads the Republicans’
campaign committee in the Senate,
said on Fox News Sunday.

A debate in New York City has
heated up in recent days over
whether an Islamic mosque and
community center should be built as
planned two blocks from where the
World Trade Center towers fell in

the 9/11 terrorist attacks.
At a dinner Friday celebrating

the start of the Islamic holy month
of Ramadan, Mr. Obama said Mus-
lims have a right, as a matter of reli-
gious freedom, to build a religious
center near Ground Zero in accor-
dance with local laws. On Saturday,
the president said he wasn’t weigh-
ing in on where the mosque project
should be built but on the principle
of religious freedom.

But Mr. Obama has proved his
popularity among a segment that
could help his party mitigate losses
this November. “Obama is clearly
popular among Democrats who

write checks,” said Martin Frost, a
former congressman and chairman
of the Democratic Congressional
Campaign Committee, the party’s
vehicle to elect House members.

Mr. Obama will travel to Milwau-
kee Monday to raise money for
Mayor Tom Barrett’s Wisconsin gu-
bernatorial bid. That night, he will
attend a dinner for the Democratic
Congressional Campaign Committee
at the Los Angeles home of “West
Wing” television producer John
Wells, co-hosted by the likes of
Steven Spielberg, Jeffrey Katzenberg
and Barbra Streisand, among others.
The entrance fee for the cocktail re-

ception: $2,500 a person. Add a
presidential photo and the title of
co-host and the figure jumps to
$30,400 a couple.

On Tuesday, the president will
headline a fund-raiser in Seattle for
Sen. Patty Murray (D., Wash.), a
newcomer among the ranks of em-
battled Democrats. On Wednesday,
he will attend a lunch event in Co-
lumbus, Ohio, for the re-election
campaign of Gov. Ted Strickland, be-
fore flying to Miami Beach for a
glitzy Florida Democratic Party
fund-raiser at the Fontainebleau Ho-
tel, featuring gubernatorial candi-
date Alex Sink and Senate candidate

Kendrick Meek.
On Thursday, the Obamas begin

their summer holiday on Martha’s
Vineyard, Mass.

“The president takes that [politi-
cal] role seriously, and we are obvi-
ously getting closer and closer to
some important elections,” said
White House press secretary Robert
Gibbs.

Democratic candidates around
the country are calculating the bene-
fit of a presidential visit against the
potential political cost. Some con-
gressmen have shown reluctance to
have the president campaign along-
side them as his approval ratings
have fallen. It is no accident that Mr.
Obama will be in the Democratic re-
doubts of Milwaukee and Seattle,
rather than the more conservative
towns of Green Bay and Walla Walla,
said Stuart Rothenberg, editor of the
non-partisan Cook Political Report.

Republicans will likely try to turn
the presidential appearances into a
liability. “We think it will do Patty
Murray more negative in the long
run then positive, because it is going
to remind people that she is a loyal
soldier for every part of the Obama
agenda,” said Luke Esser, chairman
of the Washington State Republican
Party.

Aaron Pickrell, campaign man-
ager with Mr. Strickland, made it
clear the governor and president
have their disagreements, over cap-
ping carbon emissions in a coal
state, for instance. But, he said, “the
president will be politically helpful
to the governor.”

—Eliza Gray and Siobhan Gorman
contributed to this article.

BY JONATHAN WEISMAN

Cash dash
Fund-raisers that President Obama is scheduled to appear at this week:

MONDAY
Where:Milwaukee
For:Mayor and
gubernatorial candidate Tom
Barrett and the Wisconsin
Democratic Party
Where: Los Angeles,
home of television producer
John Wells
and his wife, Marilyn
For: Democratic
Congressional Campaign
Committee

TUESDAY
Where: Seattle
For: U.S. Sen. Patty Murray

WEDNESDAY
Where: Columbus, Ohio
For: Gov. Ted Strickland

Where:Miami
For: Florida Democratic
Party

THURSDAY
Vacation begins at Martha’s
Vineyard, Mass.

U.S. NEWS

America’s baby
boomers—those born between
1946 and 1964—face a problem
that could weigh on the economy
for years to come: The longer it
takes for the economy to recover,
the less money they’ll have to
spend in retirement.

Policy makers have long
worried that Americans aren’t
saving enough for old age. And
lately, current and prospective
retirees have been hit on many
fronts at once: They have less
money, they earn less on what
they have, their houses aren’t
rising in value and the prospect of
working longer to make up the
shortfall has dimmed significantly
in a lousy job market.

“We will have to learn to make
do with a lot less in material
things,” says Gary Snodgrass, a
63-year-old health-care consultant
in Placerville, Calif. The financial
crisis, he says, slashed his
retirement savings 40% and the
value of his house by about half.

Banks, home buyers and bond
issuers are all benefiting as the
U.S. Federal Reserve holds short-
term interest rates near zero to
support a recovery. But for many
of the 36 million Americans who
will turn 65 over the next decade
the resulting low bond yields,
combined with a volatile stock
market, are making a dire

retirement picture look worse.
Low yields present retirees

with a difficult choice: Accept the
lower income offered by safer
bonds, or take the risk of staying
in the stock market. Either way,
their predicament could put a
long-term damper on the
consumer spending that typically
drives U.S. growth.

“If these rates stay as low as
they are, then a lot more people
are going to be hurting,” says Jack
Van Derhei, research director at
the Employee Benefit Research
Institute. The nonpartisan outfit
estimates that if current
conditions persist, nearly three in
five baby boomers will be at risk
of running short of money in
retirement.

Despite the market’s rebound
from the lows of 2009, nest eggs
remain severely impaired. As of
the first quarter of 2010, net
household assets—homes, 401(k)
plans, pension assets and other
investments minus debts—stood
at $54.6 trillion, down 18% from
the end of 2007. That’s an average
of about $171,000 per person,
much of which is concentrated in
the hands of the wealthiest.

At the same time, the return
people can hope to earn on their
assets has fallen, particularly for
those who switch into bonds or
annuities to guarantee a fixed
income. The average yield on U.S.
government, corporate and
mortgage bonds stands at about
2.4%, while stock-market
valuations suggest a long-term

return of about 6%. At those
levels of return, some 59% of
people aged 56 to 62 will be at
risk of not having enough money
to cover basic living and health-
care costs in retirement, estimates
Mr. Van Derhei.

Before the recession hit, many
economists assumed people would
solve their retirement problems
by staying in the work force
longer. Now, “the recession has
blown that idea out of the water,”
says Alicia Munnell, director of
the Center for Retirement
Research at Boston College.

Older workers, who typically

fared better than their younger
counterparts in recessions, have
been hit just as hard by layoffs
this time around. As a result, the
fraction of people 65 or older who
are working has leveled off after a
long period of growth. As of July,
it stood at 15.9%, down from 16.3%
in mid-2008.

With overall unemployment
hovering at 9.5%, many older
workers have found themselves at
the back of the line to return to
the work force. “Many employers
seem to think it is not worth their
time or effort to train me,” says
Kathleen McCabe, 59, a former

apartment manager in Tulsa,
Okla., who has been out of work
since April 2009. “They assume I
will leave for retirement soon.”

The diminishing work
prospects will require many older
folks to make do with less—a
discouraging outlook for firms
hoping to sell them everything
from restaurant meals to cars.

As of 2008, the latest data
available, people aged 65 to 74
were spending 12.3% less than
they did 10 years earlier, in
inflation-adjusted terms.

The impact isn’t limited to
people on the verge of retiring.
Younger people, too, will have to
reduce consumption now to save
enough money to get by in
retirement. That’s one reason
Richard Berner, chief U.S.
economist at Morgan Stanley in
New York, estimates that even
after the economy recovers,
consumer spending will grow at
an annual, inflation-adjusted rate
of about 2% to 2.5% in the long
term, compared to an average of
3.6% in the ten years leading up to
the last recession.

Policy makers have more
immediate concerns, such as how
to create jobs for the nearly 15
million unemployed. The
predicament of retirees, though,
demonstrates how policy
decisions—for example, on
whether to stimulate the economy
through interest rates or
government spending—can have
repercussions for many years to
come.

[ The Outlook ]

BY MARK WHITEHOUSE

Another weight on economy: boomers cut back
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Getting older, spending less
More people are reaching retirement age, and they'll likely cut
spending sharply when they do. Average annual spending by people
aged 65 to 74, compared to ten years earlier:

Source: U.S. Census Bureau
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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 427.25 5.50 1.30% 705.00 343.25
Soybeans (cents/bu.) CBOT 1044.00 15.50 1.51 1,555.00 809.75
Wheat (cents/bu.) CBOT 734.25 -9.50 -1.28% 1,038.25 472.75
Live cattle (cents/lb.) CME 95.075 -0.225 -0.24 97.000 86.700
Cocoa ($/ton) ICE-US 2,885 -19 -0.65 3,497 2,280
Coffee (cents/lb.) ICE-US 177.60 0.05 0.03 184.55 123.95
Sugar (cents/lb.) ICE-US 19.42 0.45 2.37 22.78 11.79
Cotton (cents/lb.) ICE-US 84.18 0.63 0.75 100.50 53.87
Crude palm oil (ringgit/ton) MDEX 2,690.00 50 1.89 2,724 1,797
Cocoa (pounds/ton) LIFFE 2,109 -18 -0.85 2,470 1,579
Robusta coffee ($/ton) LIFFE 1,768 2 0.11 1,843 1,311

Copper (cents/lb.) COMEX 327.25 -3.30 -1.00 366.90 189.50
Gold ($/troy oz.) COMEX 1216.60 -0.10 -0.01 1,270.60 675.00
Silver (cents/troy oz.) COMEX 1816.50 4.40 0.24 2,205.50 895.50
Aluminum ($/ton) LME 2,148.00 11.00 0.51 2,481.50 1,791.00
Tin ($/ton) LME 20,595.00 595.00 2.98 21,495.00 13,550.00
Copper ($/ton) LME 7,215.00 17.00 0.24 7,970.00 5,885.00
Lead ($/ton) LME 2,090.50 30.50 1.48 2,615.00 1,580.00
Zinc ($/ton) LME 2,058.00 19.00 0.93 2,659.00 1,617.00
Nickel ($/ton) LME 21,500 400 1.90 27,590 15,910

Crude oil ($/bbl.) NYMEX 75.77 -0.38 -0.50 116.50 55.77
Heating oil ($/gal.) NYMEX 1.9956 -0.0059 -0.29 3.4065 1.4750
RBOB gasoline ($/gal.) NYMEX 1.8847 -0.0128 -0.67 2.3285 1.5200
Natural gas ($/mmBtu) NYMEX 4.350 0.035 0.81 10.800 4.115
Brent crude ($/bbl.) ICE-EU 75.52 -0.38 -0.50 92.46 70.41
Gas oil ($/ton) ICE-EU 642.25 -11.50 -1.76 764.75 580.00

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

Currencies London close on Aug. 13
Per In

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

Argentina peso-a 5.0165 0.1993 3.9313 0.2544
Brazil real 2.2599 0.4425 1.7710 0.5647
Canada dollar 1.3250 0.7547 1.0384 0.9631

1-mo. forward 1.3256 0.7544 1.0388 0.9626
3-mos. forward 1.3271 0.7535 1.0400 0.9616
6-mos. forward 1.3298 0.7520 1.0421 0.9596

Chile peso 652.76 0.001532 511.55 0.001955
Colombia peso 2343.02 0.0004268 1836.15 0.0005446
Ecuador US dollar-f 1.2761 0.7837 1 1
Mexico peso-a 16.2324 0.0616 12.7209 0.0786
Peru sol 3.5800 0.2793 2.8055 0.3564
Uruguay peso-e 26.478 0.0378 20.750 0.0482
U.S. dollar 1.2761 0.7837 1 1
Venezuela bolivar 5.48 0.182475 4.29 0.232848

ASIA-PACIFIC
Australia dollar 1.4239 0.7023 1.1159 0.8962
China yuan 8.6722 0.1153 6.7962 0.1471
Hong Kong dollar 9.9174 0.1008 7.7720 0.1287
India rupee 59.5022 0.0168 46.6300 0.0214
Indonesia rupiah 11446 0.0000874 8970 0.0001115
Japan yen 110.17 0.009077 86.34 0.011583

1-mo. forward 110.14 0.009079 86.31 0.011586
3-mos. forward 110.07 0.009085 86.26 0.011593
6-mos. forward 109.94 0.009096 86.16 0.011607

Malaysia ringgit-c 4.0432 0.2473 3.1685 0.3156
New Zealand dollar 1.7986 0.5560 1.4095 0.7095
Pakistan rupee 109.294 0.0091 85.650 0.0117
Philippines peso 57.818 0.0173 45.310 0.0221
Singapore dollar 1.7392 0.5750 1.3630 0.7337
South Korea won 1510.65 0.0006620 1183.85 0.0008447
Taiwan dollar 40.725 0.02455 31.915 0.03133
Thailand baht 40.700 0.02457 31.895 0.03135

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

Euro zone euro 1 1 0.7837 1.2761
1-mo. forward 1.0001 0.9999 0.7837 1.2760
3-mos. forward 1.0003 0.9997 0.7839 1.2757
6-mos. forward 1.0007 0.9993 0.7842 1.2752

Czech Rep. koruna-b 24.869 0.0402 19.489 0.0513
Denmark krone 7.4486 0.1343 5.8372 0.1713
Hungary forint 281.33 0.003555 220.47 0.004536
Norway krone 7.9297 0.1261 6.2143 0.1609
Poland zloty 4.0154 0.2490 3.1468 0.3178
Russia ruble-d 38.974 0.02566 30.543 0.03274
Sweden krona 9.5086 0.1052 7.4516 0.1342
Switzerland franc 1.3436 0.7443 1.0529 0.9498

1-mo. forward 1.3432 0.7445 1.0526 0.9500
3-mos. forward 1.3422 0.7450 1.0519 0.9507
6-mos. forward 1.3406 0.7459 1.0506 0.9518

Turkey lira 1.9350 0.5168 1.5164 0.6595
U.K. pound 0.8188 1.2213 0.6417 1.5585

1-mo. forward 0.8189 1.2211 0.6418 1.5582
3-mos. forward 0.8192 1.2207 0.6420 1.5576
6-mos. forward 0.8196 1.2201 0.6423 1.5569

MIDDLE EAST/AFRICA
Bahrain dinar 0.4811 2.0787 0.3770 2.6526
Egypt pound-a 7.2722 0.1375 5.6990 0.1755
Israel shekel 4.8569 0.2059 3.8062 0.2627
Jordan dinar 0.9041 1.1061 0.7085 1.4114
Kuwait dinar 0.3676 2.7205 0.2881 3.4714
Lebanon pound 1923.65 0.0005198 1507.50 0.0006634
Saudi Arabia riyal 4.7855 0.2090 3.7503 0.2666
South Africa rand 9.3423 0.1070 7.3213 0.1366
United Arab dirham 4.6868 0.2134 3.6729 0.2723

SDR -f 0.8439 1.1850 0.6613 1.5121

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 600 255.56 0.63 0.25% 0.9% 11.7%

14 Stoxx Europe 50 2502.43 8.64 0.35 -3.0 7.6

27 Euro Zone Euro Stoxx 257.90 -0.70 -0.27% -6.1 4.0

14 Euro Stoxx 50 2708.73 -12.12 -0.45 -8.7 1.5

15 Austria ATX 2416.74 15.31 0.64 -3.2 1.2

8 Belgium Bel-20 2485.70 -20.20 -0.81 -1.0 9.3

... Czech Republic PX 1173.5 6.5 0.56 5.0 0.2

... Denmark OMX Copenhagen 384.58 0.12 0.03 21.8 24.1

15 Finland OMX Helsinki 6679.94 55.21 0.83 3.5 12.3

13 France CAC-40 3610.91 -10.16 -0.28 -8.3 3.3

13 Germany DAX 6110.41 -24.76 -0.40 2.6 15.1

... Hungary BUX 22074.46 -189.48 -0.85 4.0 22.2

18 Ireland ISEQ 2824.64 -39.72 -1.39 -5.1 -4.3

15 Italy FTSE MIB 20473.15 -66.25 -0.32 -11.9 -5.0

15 Netherlands AEX 323.92 -0.20 -0.06 -3.4 12.5

9 Norway All-Shares 403.30 0.43 0.11 -4.0 15.2

17 Poland WIG 42167.93 -164.53 -0.39 5.5 17.8

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

12 Portugal PSI 20 7300.08 0.78 0.01 -13.7 -4.4

... Russia RTSI 1445.37 -2.31 -0.16% 1.3 36.4

10 Spain IBEX 35 10275.8 -66.6 -0.64 -13.9 -5.7

15 Sweden OMX Stockholm 323.55 1.80 0.56% 8.0 19.6

13 Switzerland SMI 6294.34 14.99 0.24 -3.8 5.2

... Turkey ISE National 100 58479.86 96.15 0.16 10.7 32.0

12 U.K. FTSE 100 5275.44 9.38 0.18 -2.5 11.9

22 ASIA-PACIFIC DJ Asia-Pacific 121.66 0.63 0.52 -1.1 3.8

... Australia SPX/ASX 200 4459.59 58.70 1.33 -8.4 ...

24 China CBN 600 24113.88 351.00 1.48 -17.0 -9.0

14 Hong Kong Hang Seng 21071.57 -34.14 -0.16 -3.7 0.9

19 India Sensex 18167.03 93.13 0.52 4.0 17.9

... Japan Nikkei Stock Average 9253.46 40.87 0.44 -12.3 -12.7

... Singapore Straits Times 2939.97 12.93 0.44 1.5 11.7

11 South Korea Kospi 1746.24 24.49 1.42 3.8 9.7

18 AMERICAS DJ Americas 288.36 -0.77 -0.27 -2.7 9.2

... Brazil Bovespa 66264.43 298.26 0.45 -3.4 17.0

17 Mexico IPC 32099.75 58.62 0.18 -0.1 15.2

*P/E ratios use trailing 12-months, as-reported earnings
Note: Americas index data are as of 5:00 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 1.1159 1.7391 1.0598 0.1498 0.0365 0.1796 0.0129 0.2932 1.4239 0.1912 1.0747 ...

Canada 1.0384 1.6182 0.9862 0.1393 0.0340 0.1671 0.0120 0.2728 1.3250 0.1779 ... 0.9305

Denmark 5.8372 9.0970 5.5439 0.7834 0.1911 0.9393 0.0676 1.5336 7.4486 ... 5.6216 5.2310

Euro 0.7837 1.2213 0.7443 0.1052 0.0257 0.1261 0.0091 0.2059 ... 0.1343 0.7547 0.7023

Israel 3.8062 5.9318 3.6150 0.5108 0.1246 0.6125 0.0441 ... 4.8569 0.6521 3.6656 3.4109

Japan 86.3350 134.5488 81.9973 11.5862 2.8267 13.8931 ... 22.6827 110.1678 14.7905 83.1463 77.3691

Norway 6.2143 9.6846 5.9020 0.8340 0.2035 ... 0.0720 1.6327 7.9297 1.0646 5.9847 5.5689

Russia 30.5430 47.5997 29.0085 4.0989 ... 4.9150 0.3538 8.0245 38.9744 5.2325 29.4149 27.3711

Sweden 7.4516 11.6129 7.0772 ... 0.2440 1.1991 0.0863 1.9577 9.5086 1.2766 7.1763 6.6777

Switzerland 1.0529 1.6409 ... 0.1413 0.0345 0.1694 0.0122 0.2766 1.3436 0.1804 1.0140 0.9436

U.K. 0.6417 ... 0.6094 0.0861 0.0210 0.1033 0.0074 0.1686 0.8188 0.1099 0.6180 0.5750

U.S. ... 1.5585 0.9498 0.1342 0.0327 0.1609 0.0116 0.2627 1.2761 0.1713 0.9631 0.8961

Source: Thomson Reuters via WSJ Market Data Group

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of August 13, 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* 284.97 0.61% -4.8% 7.1%

2.60 16 World (Developed Markets) 1,106.07 0.61 -5.3 5.9

2.40 17 World ex-EMU 132.01 0.61 -3.4 7.7

2.40 17 World ex-UK 1,102.27 0.67 -5.2 5.7

3.10 17 EAFE 1,452.10 0.69 -8.1 1.9

2.20 15 Emerging Markets (EM) 976.18 0.62 -1.3 15.7

3.40 15 EUROPE 88.46 0.16 0.2 12.9

3.60 15 EMU 152.08 0.62 -15.7 -4.1

3.30 16 Europe ex-UK 94.82 0.07 -1.9 10.3

4.50 12 Europe Value 96.10 -0.12 -3.4 9.2

2.30 18 Europe Growth 78.96 0.42 3.7 16.4

2.30 21 Europe Small Cap 168.03 -0.73 6.9 24.2

2.10 9 EM Europe 304.24 0.24 9.2 34.4

3.60 13 UK 1,561.14 0.39 -2.9 14.0

2.80 19 Nordic Countries 152.54 -0.05 11.9 23.9

1.80 8 Russia 729.81 0.07 -2.2 23.0

2.30 20 South Africa 719.45 -0.07 1.7 12.5

2.70 17 AC ASIA PACIFIC EX-JAPAN 403.05 1.26 -3.2 11.1

1.90 26 Japan 515.14 -0.77 -9.4 -12.6

2.30 17 China 61.69 -0.79 -4.8 1.0

1.00 21 India 726.56 -0.28 2.8 17.4

1.20 10 Korea 486.23 -2.21 1.1 11.2

3.40 24 Taiwan 276.86 -0.97 -6.4 7.1

1.90 18 US BROAD MARKET 1,208.02 0.53 -2.3 10.7

1.30 51 US Small Cap 1,676.80 0.56 0.3 15.4

2.40 15 EM LATIN AMERICA 3,984.59 -0.52 -3.2 23.3

*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 2224.89 -0.13% 6.2%

1.95 16 Global Dow 1348.60 0.43% 12.9% 1827.75 -0.22 1.2

2.27 14 Global Titans 50 164.70 0.37 12.3 156.94 -0.28 0.6

2.71 19 Europe TSM 2405.55 -0.40 0.6

2.30 20 Developed Markets TSM 2144.40 -0.19 4.8

2.16 15 Emerging Markets TSM 4131.41 0.28 19.4

2.88 25 Africa 50 867.60 0.71 21.3 702.67 0.06 8.7

2.55 13 BRIC 50 474.60 0.74 27.8 577.44 0.09 14.5

3.21 18 GCC 40 556.60 0.61 2.6 450.78 -0.04 -8.0

1.91 20 U.S. TSM 11093.23 -0.47 8.3

3.25 28 Kuwait Titans 30 -c 202.44 -12.0

1.63 RusIndex Titans 10 -c 3348.60 0.46 42.6 5408.86 -0.31 23.3

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 636.20 0.81% 46.8% 707.36 0.23% 33.8%

4.66 15 Global Select Div -d 173.90 0.99 20.3 189.94 0.34 7.8

5.24 11 Asia/Pacific Select Div -d 258.90 0.73 0.2

4.12 15 U.S. Select Dividend -d 319.35 -0.21 12.8

1.64 17 Islamic Market 1866.65 -0.14 6.9

2.00 14 Islamic Market 100 1772.00 0.38 14.3 1935.17 -0.28 2.4

3.28 13 Islamic Turkey -c 1634.40 0.99 37.5 3119.78 0.41 25.4

2.46 16 Sustainability 862.70 0.43 14.1 929.43 -0.22 2.3

3.45 20 Brookfield Infrastructure 1675.70 1.26 32.0 2038.71 0.60 18.3

1.14 23 Luxury 1013.40 -0.26 26.8 1096.35 -0.91 13.7

2.96 8 UAE Select Index 213.37 0.00 -19.1

DJ-UBS Commodity 143.30 0.64 16.1 132.76 -0.02 4.1

*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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WORLD NEWS

U.S. seeks boost
in Asia presence

The U.S. is seeking to strengthen
its presence in Asia in an effort to
boost U.S. exports and provide a
counterbalance to China’s increasing
dominance in the region.

High-level U.S. officials, after
years of focusing chiefly on the Mid-
dle East, have stepped up visits and
a range of commercial and security
activities in Asia. The U.S. is attend-
ing more regional forums and is in
talks with countries about new
trade pacts, joint military programs,
and other cooperation. And Wash-
ington is taking a tougher stand on
issues of regional concern, such as
territorial conflicts with China in
the South China Sea.

The shift is happening at a time
when countries in the region are in-
creasingly worried about a more ac-
tivist foreign policy in Beijing, and
when the U.S. is eager to expand its
exports to create jobs at home.

“Asia is the fastest-growing area
of the world,” said Robert Hormats,
the U.S. State Department’s under-
secretary for economics, energy and
agricultural affairs. “If the U.S. is
not actively engaged and other
countries like China become more
proactive, we’ll find that our posi-
tion will erode.”

While most Asian countries gen-
erally welcome more U.S. involve-
ment, for commercial or security
reasons, the outreach by the U.S.
could stir tensions with China.
China itself has made significant in-
roads into the rest of Asia in recent
years, investing billions of dollars in
business ventures and reaching bi-
lateral trade agreements across the
region. Security issues especially
are touchy.

China reacted angrily when U.S.
Secretary of State Hillary Clinton
suggested at a meeting in Hanoi last
month that countries should work
through the Association of South-
east Asian Nations, or Asean, to re-
solve territorial disputes in the
South China Sea, including those
with China. Beijing was particularly

irked by her offer to have Washing-
ton “facilitate” such initiatives.

“Superpowers often adopted the
strategy of ‘divide and rule,’ ”
China’s state-run Xinhua news
agency said recently, in a rhetorical
shot across the U.S. State Depart-
ment’s bow. “They stirred up ten-
sions, disputes and even conflicts,
then set foot in to pose as a ‘media-
tor’ or a ‘judge’ in a bid to maximize
their own interests.”

China and Southeast Asian coun-
tries such as Vietnam, Malaysia and
the Philippines have long tussled
over the region’s islands and water-
ways, some of which are believed to
hold deposits of oil and minerals.
China has stepped up exploration
and naval patrols in the area, a
move that has raised tensions.

While current and former U.S.
officials say Washington’s goal isn’t
to contain China, they argue that
the U.S. needs to strengthen its alli-
ances in the region to define its own
relationship with China and keep
U.S. influence in the region strong.

“If you want to engage China,
you need leverage,” said a senior
Obama administration official. “To
do that, we have to be actively en-
gaged, to strengthen alliances and
seek new friends.”

The U.S. has a long history of in-
volvement in Asia. But after the
country was attacked by terrorists
in 2001, attention largely shifted to
the Middle East, South Asia and the
fight against terror. Condoleezza
Rice, secretary of state in the
George W. Bush administration,
opted not to attend some Asean
meetings, an absence noticed by
member countries.

The Bush administration scored
notable achievements in Asia, in-
cluding negotiating a free-trade deal
with South Korea, though that has
yet to be approved by Congress. And
the administration strengthened re-
lations with major Asian powers in-
cluding China, Japan and India. But
diplomats in Asia say broader ef-
forts by the U.S. pale beside China’s.

—Yayu Yuniar in Jakarta,
Patrick Barta in Singapore and

Alex Frangos in Hong Kong
contributed to this article.

By Kathy Chen in
Washington and Brian

Spegele in Beijing
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China’s economy is set to be No. 2
In some ways, China is retracing

the path Japan blazed through Asia
during its boom years of the 1980s,
when Japan was the new economic
heavyweight and its companies were
putting money into building facto-
ries around Asia. To bolster its posi-
tion, China has focused on reassur-
ing neighbors about its plans for a
“peaceful rise,” spread aid and in-
vestment with fewer conditions
than Western countries, and worked
seriously in cultural outreach for
the first time.

There is increasing awareness in
foreign-policy circles that China’s
increasing economic weight can be
threatening as well as attractive,
and needs to be handled carefully.
“China has to consider its actions
and its tone of voice, so that the
world recognizes that we are a nice
country and a nice people,” says Liu
Jiangyong, a professor at the Insti-
tute of International Studies at Tsin-
ghua University in Beijing.

China’s collective wealth is start-
ing to translate into political clout,
but also making it a target of criti-
cism. Many Western officials, for ex-
ample, see China’s policy of export-
led growth as the main cause of glo-
bal trade imbalances. While China’s
economic strength may give it
power and influence, it doesn’t al-
ways win friends.

Continued from first page “There are very real limits to
China’s ability to translate its eco-
nomic strength into soft power,”
says Andrew Shearer, senior re-
search fellow at the Lowy Institute
of International Studies in Sydney.
“China always seems to overreach
or underdeliver,” he says, pointing
to a series of recent diplomatic tiffs
with once-eager partners such as
Vietnam, South Korea and Australia.

For South Korea, the March sink-
ing of its patrol boat Cheonan in
waters near North Korea has
emerged as a turning point in its re-
lations with China. The aftermath of
that event, in which 46 South Ko-
rean sailors died, has underscored
for South Koreans that while China
may be their biggest trading part-
ner, it is also the main ally of adver-
sary North Korea.

A May probe into the sinking, led
by South Korea and involving inves-
tigators from the U.S., U.K., Sweden
and Australia, blamed it on a tor-
pedo attack by North Korea. China
delayed for a month giving South
Korea condolences on the sailors’
deaths, and Beijing hasn’t acted on
South Korea’s invitation to review
the evidence of the investigation.
China has also criticized military ex-
ercises carried out by the U.S. and
South Korea since the incident.

“China’s behavior is quite the op-
posite of Korea’s expectations,” says

Han Suk-hee, a professor of Chinese
studies at Yonsei University in
Seoul. “It’s a disappointment,” be-
cause some South Koreans had
hoped strong economic ties would
translate into better diplomatic and
military relations. Earlier this year,
a poll by the Pew Global Attitudes
Project found 56% of South Koreans
have an unfavorable view of China
while 39% have a favorable one.

For Southeast Asian countries,
China is a central economic partner:
Last year, it became the largest
trading partner of the 10-member
Association of Southeast Asian Na-
tions, overtaking longtime leader
Japan. But China’s recent handling
of long-simmering tensions over
competing claims to islands and wa-
ters in the South China Sea has rung
alarm bells.

At a forum last month that in-
cluded Asean nations as well as
China and the U.S., Secretary of
State Hillary Clinton urged all the
countries with claims over the sea
to participate in a joint process to
resolve them. Diplomats said at
least 12 countries supported the U.S.
proposal to establish a dispute-set-
tlement mechanism, which went
against China’s expressed prefer-
ence for separate bilateral talks.

China reacted sharply to the co-
ordinated push, and Foreign Minis-
ter Yang Jiechi spoke out against
the U.S. proposal. China’s foreign
ministry, in a statement after the
meeting that summarized Mr. Yang’s
comments, said Mrs. Clinton’s
“seemingly impartial remarks were
in effect an attack on China” and
“exposed the scheme of some to in-
ternationalize the South China Sea
issue.”

That pushback from China lent
credence to fears among smaller
Southeast Asian nations that the in-
creasingly strong Chinese navy
could start to dominate important
international waterways while Chi-
nese diplomats played different
countries off against one another.

“The response was a little off-
script, and it unmasked what South-
east Asians all feared about China,”
says Ernest Bower, director of the
Southeast Asia program at the Cen-
ter for Strategic & International
Studies in Washington. “This has
cost [China] years of good work in
terms of kinder and gentler rela-
tions.”*Economy and military power Source: Pew Global Attitudes Project
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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 1.14 99.35% 0.01% 1.42 0.75 1.08

Eur. High Volatility: 13/1 1.66 97.04 0.01 2.16 1.11 1.58

Europe Crossover: 13/2 5.13 99.47 0.05 5.88 4.48 5.18

Asia ex-Japan IG: 13/1 1.25 98.86 0.01 1.72 0.87 1.20

Japan: 13/1 1.19 99.11 0.01 1.76 0.85 1.22

Note: Data as of August 12

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

In percentage points
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Stoxx Europe 50: Friday's best and worst...

Previous
close, in STOCK PERFORMANCE

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

Barclays U.K. Banks 47,036,789 317.00 2.41% 14.9% -11.7%

GlaxoSmithKline U.K. Pharmaceuticals 18,398,661 1,225 2.38 -7.2 5.7

L.M. Ericsson Telephone Series B Sweden Communications Technology 11,779,791 77.40 1.98 17.5 15.2

Societe Generale France Banks 3,905,189 43.37 1.69 -11.4 -13.8

BP PLC U.K. Integrated Oil & Gas 39,011,595 416.40 1.55 -30.6 -17.6

Banco Santander Spain Banks 51,022,223 9.50 -1.93% -17.7 -6.5

BASFn.DE BASFn.DE BASFn.DE 3,884,069 43.80 -1.72 0.8 26.0

E.ON AG Germany Multiutilities 9,237,241 22.70 -1.56 -22.4 -17.6

UniCredit Italy Banks 297,217,107 1.98 -1.30 -11.5 -12.9

HSBC Holdings U.K. Banks 23,874,643 652.90 -1.27 -7.9 0.4

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

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

BG Group 5,058,821 1,025 1.18% -8.6% 1.1%
U.K. (Integrated Oil & Gas)
France Telecom 11,657,077 16.50 1.16 -5.3 -5.0
France (Fixed Line Telecommunications)
ING Groep 24,595,299 7.30 1.08 5.8 -0.6
Netherlands (Life Insurance)
British American Tobacco 1,883,444 2,253 0.92 11.7 18.5
U.K. (Tobacco)
Deutsche Telekom 16,414,034 10.49 0.91 1.9 17.6
Germany (Mobile Telecommunications)
Vodafone Group 78,445,877 153.25 0.82 6.6 21.2
U.K. (Mobile Telecommunications)
UBS 10,260,034 17.41 0.64 8.5 1.7
Switzerland (Banks)
Novartis 3,754,732 53.00 0.47 -6.2 10.2
Switzerland (Pharmaceuticals)
Roche Holding 1,506,559 142.60 0.42 -18.9 -14.3
Switzerland (Pharmaceuticals)
Royal Dutch Shell A 3,210,386 21.70 0.42 2.8 17.6
U.K. (Integrated Oil & Gas)
Rio Tinto 5,654,976 3,277 0.35 -3.3 39.1
U.K. (General Mining)
Telefonica 28,266,629 17.55 0.26 -10.1 3.0
Spain (Fixed Line Telecommunications)
Daimler AG 4,631,268 39.15 0.19 5.1 22.3
Germany (Automobiles)
Nestle S.A. 5,088,161 52.50 0.19 4.6 24.4
Switzerland (Food Products)
BHP Billiton 8,745,046 1,943 0.15 -2.6 25.1
U.K. (General Mining)
ENI 9,888,181 16.05 0.06 -9.8 -0.8
Italy (Integrated Oil & Gas)
ABB Ltd. 5,487,145 20.04 0.05 3.2 4.7
Switzerland (Industrial Machinery)
Astrazeneca 2,675,924 3,295 -0.02 13.2 19.1
U.K. (Pharmaceuticals)
Credit Suisse Group 4,987,552 46.88 -0.04 -8.4 -11.9
Switzerland (Banks)
Tesco 13,852,249 401.05 -0.09 -6.3 10.0
U.K. (Food Retailers & Wholesalers)

Latest,
in local STOCK PERFORMANCE

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

Diageo 2,899,101 1,108 -0.09% 2.2% 18.6%
U.K. (Distillers & Vintners)
Total S.A. 4,299,320 39.03 -0.10 -13.3 2.3
France (Integrated Oil & Gas)
ArcelorMittal 7,105,746 23.73 -0.11 -26.3 -4.3
France (Iron & Steel)
Deutsche Bank 4,105,028 52.90 -0.21 7.0 15.3
Germany (Banks)
Siemens 2,418,752 75.00 -0.21 16.8 31.3
Germany (Diversified Industrials)
Anglo American 4,411,622 2,371 -0.25 -12.6 23.0
U.K. (General Mining)
Assicurazioni Generali 5,054,086 14.96 -0.27 -20.5 -6.7
Italy (Full Line Insurance)
SAP AG 3,063,715 34.86 -0.31 5.6 5.8
Germany (Software)
Allianz SE 1,915,271 86.42 -0.37 -0.8 13.5
Germany (Full Line Insurance)
AXA 11,074,569 13.15 -0.42 -20.5 -14.7
France (Full Line Insurance)
Iberdrola 14,844,711 5.44 -0.44 -18.5 -10.0
Spain (Conventional Electricity)
Nokia 11,863,799 7.01 -0.57 -21.4 -23.2
Finland (Telecommunications Equipment)
BNP Paribas 3,143,708 53.27 -0.58 -4.7 -1.7
France (Banks)
Unilever 4,566,736 21.17 -0.61 -6.9 7.4
Netherlands (Food Products)
Bayer AG 2,830,807 47.92 -0.76 -14.4 13.6
Germany (Specialty Chemicals)
RWE AG 2,361,856 53.22 -0.76 -21.7 -10.0
Germany (Multiutilities)
GDF Suez 2,811,110 25.75 -0.89 -15.0 -5.5
France (Multiutilities)
Sanofi-Aventis 3,441,209 44.76 -1.24 -18.7 -1.8
France (Pharmaceuticals)
Banco Bilbao Vizcaya Argentaria 23,531,290 9.89 -1.24 -22.3 -15.6
Spain (Banks)
Intesa Sanpaolo 85,562,497 2.36 -1.25 -25.0 -17.6
Italy (Banks)

Sources: Thomson Reuters

DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 23.7 $26.72 0.06 0.23%
Alcoa AA 15.4 10.64 –0.09 –0.83
AmExpress AXP 6.4 41.73 –0.42 –1.00
BankAm BAC 107.7 13.23 0.17 1.28
Boeing BA 3.7 64.84 0.14 0.22
Caterpillar CAT 6.7 68.01 0.51 0.76
Chevron CVX 7.1 77.40 0.33 0.43
CiscoSys CSCO 67.8 21.36 ... ...
CocaCola KO 7.5 55.73 0.04 0.07
Disney DIS 11.0 33.68 –0.31 –0.91
DuPont DD 4.7 40.32 –0.45 –1.10
ExxonMobil XOM 14.7 59.91 –0.32 –0.53
GenElec GE 41.6 15.38 –0.11 –0.74
HewlettPk HPQ 29.5 40.45 0.31 0.77
HomeDpt HD 9.3 27.31 –0.30 –1.09
Intel INTC 57.3 19.15 –0.30 –1.54
IBM IBM 4.7 127.87 –0.43 –0.34
JPMorgChas JPM 24.5 37.50 –0.31 –0.82
JohnsJohns JNJ 8.5 58.15 –0.37 –0.63
KftFoods KFT 4.8 29.50 ... ...
McDonalds MCD 5.9 71.89 –0.17 –0.24
Merck MRK 8.8 35.00 –0.04 –0.11
Microsoft MSFT 45.2 24.40 –0.09 –0.37
Pfizer PFE 32.4 16.08 –0.12 –0.74
ProctGamb PG 8.8 59.82 –0.17 –0.28
3M MMM 2.1 84.01 ... ...
TravelersCos TRV 5.0 50.14 0.51 1.03
UnitedTech UTX 2.5 70.70 0.12 0.17
Verizon VZ 14.6 30.03 –0.29 –0.96

WalMart WMT 10.1 50.40 –0.03 –0.06

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

Wind Acquisition Fin 647 –37 –6 –35

Utd Utils Wtr 96 –6 3 5

Evonik Degussa 82 –5 –4 –18

TNT NV 139 –5 21 57

Alliance Boots Hldgs 276 –3 24 11

Volkswagen 115 –2 8 –15

Telefonica 171 –2 9 –9

Lanxess 131 –2 7 –11

Gas Nat SDG 180 –2 20 –25

Valeo 231 –2 24 –1

And the most deterioration
CHANGE, in basis points

Yesterday Yesterday Five-day 28-day

Unitymedia 606 24 57 –8

Kabel Deutschland 445 24 49 –57

DSG Intl 534 25 47 –27

UPC Hldg 614 26 54 –4

ArcelorMittal 326 27 62 –4

NXP 952 28 107 19

Glencore Intl 379 30 75 –29

ThyssenKrupp 363 33 72 2

Brit Awys 531 35 71 8

Grohe Hldg 873 41 81 –16

Source: Markit Group
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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.

US: Bank revenues from equity capital markets

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

Source: Dealogic

75%12

508

254

00

2004 2005 2006 2007 2008 2009 2010

n Equity capital markets n Debt capital markets (both in billions, left axis)

ECM as a percentage of total
(right axis)

t



Monday, August 16, 2010 THE WALL STREET JOURNAL. 9

WORLD NEWS

Iraqis weigh new post in bid
to finally form a government

BAGHDAD—Senior Iraqi politi-
cians involved in forming a new gov-
ernment said they are weighing the
creation of a new federal position
that could break the nearly-six-
month logjam over which faction
gets the coveted premiership.

Since March elections, the two
top vote-getting blocs have failed to
secure the majority needed in Parlia-
ment to form a government. Politi-
cians from some of the biggest fac-
tions have warmed to the idea of
creating an executive post they hope
would better balance out power be-
tween the two sides, said people tak-
ing part in negotiations.

These people said the idea was
floated during negotiations months
ago, but that it went nowhere until
American officials put forth a con-
crete proposal during Vice President
Joseph Biden’s July visit to Baghdad.

Hoshyar Zebari, Iraq’s foreign
minister in the current government
led by Nouri al-Maliki, compared the
talks to a game of musical chairs.

“There are a limited number of
chairs,” he said. “So, [U.S. officials]
want to increase the number of
chairs.”

Mr. Zebari is one of the lead ne-
gotiators for the Kurds, seen as
American allies and kingmakers in
the current tussle. Mr. Zebari said
the creation of the new position was
high on a list of fresh Kurdish de-
mands sent last week to all contend-
ers to the premiership.

The proposal appears to have
gained broader traction in recent
weeks because more U.S. officials
are saying they believe the only way
to end the impasse is to push Mr.
Maliki, whose bloc won 89 seats in
Parliament, and his rival, former
Prime Minister Ayad Allawi, with 91,
to form the core of the next govern-
ment. Neither has been able on his
own to muster a coalition of the
minimum 163 seats required to form
the government.

A U.S. official said Washington
was helping the two sides reach an
agreement “on governing principles
and modalities,” adding that Wash-
ington isn’t “dictating terms.” Jef-
frey Feltman, the U.S. assistant sec-
retary for Near Eastern affairs,
arrived in Baghdad over the week-
end in a bid to push talks forward.

The new post would head a
“council on national strategy,”
whose members include the prime
minister and his two deputies, key
ministers, the president, the two

vice presidents, the speaker of Par-
liament and the president of the
northern semiautonomous Kurdish
region, among others, said people
involved in the negotiations.

Iraqi politicians said the new
body would issue binding decisions
and effectively provide another layer
of checks and balances on the prime
minister’s powers. Many Iraqi politi-
cians say they feel Mr. Maliki went
too far over the past four years in
using the premiership to consolidate
his grip on power. Iraqi politicians
said the new council would have to
be created by special legislation and
that it might be the first order of
business for Parliament, if a deal is
struck.

Since the 2003 U.S.-led ouster of
Saddam Hussein, Iraq’s political fac-
tions have been split largely on eth-
nic and sectarian lines. In the previ-
ous government, Mr. Maliki
inherited the plum job of prime min-
ister. At the time, he represented a
broad Shiite coalition that swept
previous polls.

Iraq’s Kurdish bloc won the
largely ceremonial post of president.
Sunnis, who largely boycotted the
polls, were handed the less-powerful
parliamentary speaker post.

In the March polls, a coalition in-
cluding powerful Sunni politicians

and led by Mr. Allawi won a narrow
victory over Mr. Maliki’s largely Shi-
ite slate. Mr. Allawi, a secular Shiite,
led the first post-2003 transitional
government.

The looming deadline for the
withdrawal of all U.S. combat troops,
on Aug. 31, and a recent surge in vi-
olence has complicated efforts to
form a government, with various
factions blaming the others for incit-
ing violence or doing too little to
quell it.

Two people were killed and five
wounded on Sunday when a minibus
hit a roadside bomb in Baghdad,
while a police officer was killed
when a bomb placed inside his vehi-
cle detonated, a security official
said. This came a day after two po-
licemen, asleep in their patrol vehi-
cle, were shot and killed and then
set on fire.

The weekend attacks were the
latest in a brazen campaign of vio-
lence targeting Iraqi security forces,
including traffic police.

Meanwhile, gunmen robbed four
commercial ships anchored near the
southern oil hub of Basra in a rare
attack off the Iraqi coast, the Associ-
ated Press quoted the U.S. Navy as
saying Sunday.

With the U.S. winding down its
combat mission here, insiders and

outside observers are increasingly
viewing sectarian- and ethnic-based
political clashes as an extension of
the interests of countries seeking to
maintain a strong influence here, in-
cluding Washington and Tehran.

Osama al-Nujaifi, a Sunni Arab
leader in Mr. Allawi’s bloc, known as
Iraqiya, said American officials have
been pressuring his group to relin-
quish the prime minister’s post to
Mr. Maliki, in favor of the new posi-
tion and key ministries in the next
government. U.S. officials declined
to address Mr. Nujaifi’s comment.

Mr. Nujaifi said Iraqiya would
continue to resist this scenario, in-
sisting the premiership was Mr. Al-
lawi’s electoral right. He warned
that Sunni insurgents in Baghdad
and northern and western Iraq,
where Mr. Allawi won the most
votes, would be emboldened if Iraq-
iya were to lose the premiership.

“The extremists will take the ini-
tiative if the politicians fail,” he said.

Meanwhile, Khalid al-Asadi, a
leader in Mr. Maliki’s State of Law
bloc, said the security situation
would deteriorate if the premiership
didn’t revert to Mr. Maliki.

Tehran is pushing for another
Shiite-led coalition headed by Mr.
Maliki, but the biggest obstacle to
that ambition is deepening fissures
among Shiite parties, said several
Iraqi politicians. Iran’s new ambas-
sador to Iraq denied any meddling in
Iraq’s domestic politics.

The Iraqi National Alliance, or
INA, a Shiite umbrella slate separate
from Mr. Maliki’s, controls a parlia-
mentary bloc of 71 seats and has
tentatively said it was willing to join
forces with Mr. Maliki to form a new
government. But it has also ada-
mantly refused to back him for an-
other term as prime minister.

The INA recently suspended gov-
ernment-formation talks with Mr.
Maliki and launched a separate track
with Mr. Allawi’s bloc. A powerful
faction headed by anti-U.S. cleric
Muqtada al-Sadr, which controls 40
of the INA seats, is also opposing
Mr. Maliki for a second term.

Amir al-Kenani, a leader in Mr.
Sadr’s faction, said the INA was still
committed to a Shiite-led coalition
that would include Mr. Maliki’s bloc
but exclude him from the prime min-
ister’s post. Mr. Kenani warned that
the U.S.-backed proposal to create a
new federal job was “unconstitu-
tional” and would only complicate
things further.

—Munaf Ammar
contributed to this article.

BY SAM DAGHER

Ayad Allawi. left, and Nouri al-Maliki at a July 20 meeting in Baghdad.
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Impasse fuels frustration in Baghdad
BAGHDAD—Everyday Baghdadis

have grown increasingly frustrated
amid seemingly endless political
wrangling over the formation of a
new government here.

That has been especially the case
since last week’s start of Ramadan,
a nearly one-month period of day-
time fasting and prayers for Mus-
lims that typically slows down most
pressing business.

Hoshyar Zebari, Iraq’s foreign
minister, said it would be a “mira-
cle” if the impasse was broken dur-

ing the traditional Ramadan lull.
That is exasperating a public

coping with frequent violence, which
politicians from rival factions have
blamed on each other, and chronic
disruptions of basic government ser-
vices, like electricity.

“Utter scandal!” said Haidar Zaid,
a 28-year-old resident of Baghdad’s
Khadimya district. “The people are
paying the price.”

Mr. Zaid, unemployed, said his
neighborhood receives only four
hours of intermittent electricity
each day amid worsening shortages
of fuel needed to power generators.

Many Iraqis have found an es-
cape in one of the many coffee shops
and cafeterias that have sprung up
all over Baghdad. Television dramas
and satirical shows, a staple of Ra-
madan, are also a balm—when there
is power.

One show, a “Chair for Owner-
ship,” on the popular Sharqiya tele-
vision station, pokes fun at a prime
minister called “Abu so and so,” who
refuses to leave power, a thinly
veiled jab at Prime Minister Nouri
al-Maliki.

On a recent evening at the Four
Seasons café in the middle-class

neighborhood of Al-Harthiya, cool-
ing fans blew mist on patrons smok-
ing hookahs and playing dominoes.

A group of physician friends be-
longing to opposing sects sat around
one of the tables. They all said they
were willing to live with a dysfunc-
tional government, no electricity
and even sporadic bombings.

But they said they feared a re-
turn to the sectarian conflict that
consumed Iraq in 2005 and 2006.

“Maybe the generation that
comes after us, in 50 years, will live
the democracy of Europe,” said Mo-
hammed Naser, 26.

BY SAM DAGHER

U.N. chief
seeks faster
support for
Pakistan

United Nations Secretary-General
Ban Ki-moon on Sunday urged the
international community to speed
assistance to Pakistan, as raging
floodwaters spread to western Bal-
ochistan province and forced hun-
dreds of thousands of more people
to flee their homes.

Mr. Ban flew into Pakistan on
Sunday to boost support for mil-
lions of victims of the worst natural
disaster in the country’s history.

“In the past I have witnessed
many natural disasters around the
world, but nothing like this,” the
secretary-general said. “I am here ...
to share my sympathy and solidarity
of the United Nations together with
the people and government of Paki-
stan. ... I am here also to urge the
world community to speed up their
assistance to the Pakistani people.”

At least 1,500 are dead and more
than 20 million are estimated to
have been affected by the natural
calamity. Some 875,000 homes were
either washed away or damaged.
Mr. Ban said some six million people
would need constant food aid for
next several months.

Aid agencies said many affected
areas, particularly in the northwest,
are facing acute food shortages. At
least five children were reported to
have died of starvation and several
thousand more children were said to
be at risk in the Kohistan region in
Kyber Pakhtunkhwa province, which
has been isolated because of the de-
struction of the area’s communica-
tions infrastructure.

Mr. Ban flew by helicopter to
some of the affected areas in south-
ern Punjab province soon after his
arrival in Islamabad.

“It’s evident that this is an enor-
mous disaster that will require a
huge international response,” said
Martin Nesirky, a spokesman for the
U.N. chief. He said Mr. Ban’s visit
highlighted the urgency or the situ-
ation.

“The speed with which the situa-
tion is deteriorating is frightening.
Huge swathes of the country remain
underwater, and we are extremely
concerned about the risk of diseases
such as malaria, cholera and dengue
fever,” said Neva Khan, Oxfam’s
country director in Pakistan. “We
hope that [Mr. Ban’s] visit to Paki-
stan will inspire the world’s wealthi-
est countries to respond more
quickly to this grave humanitarian
crisis.”

Raging waters have now entered
Jaffarabad district in Balochistan
province forcing hundreds of thou-
sands of people to abandon their
homes and seek safety under the
open skies. Millions more are still at
peril as the bloated Indus River has
expanded from its usual width of
about one mile, or 1.6 kilometers, to
12 miles in some areas, Pakistani au-
thorities said.

BY ZAHID HUSSAIN

At least 1,500 are dead and
more than 20 million are
estimated to have been
affected by the floods.
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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 08/12 EUR 12.00 -13.8 -4.8 -7.8
Andfs. Estats Units US EQ AND 08/12 USD 13.89 -7.5 2.7 -11.4
Andfs. Europa EU EQ AND 08/12 EUR 7.16 -8.7 0.9 -10.6
Andfs. Franca EU EQ AND 08/12 EUR 8.83 -9.4 1.0 -11.1
Andfs. Japo JP EQ AND 08/12 JPY 452.48 -11.5 -10.3 -16.3
Andfs. Plus Dollars US BA AND 08/12 USD 9.43 -0.2 5.8 -3.1
Andfs. RF Dolars US BD AND 08/12 USD 11.88 3.9 7.9 2.7
Andfs. RF Euros EU BD AND 08/12 EUR 11.08 2.4 5.6 2.3
Andorfons EU BD AND 08/12 EUR 14.77 1.9 5.5 1.9
Andorfons Alternative Premium GL EQ AND 06/30 EUR 100.65 1.7 5.3 -6.3
Andorfons Mix 30 EU BA AND 08/12 EUR 9.57 0.1 5.6 -4.7
Andorfons Mix 60 EU BA AND 08/12 EUR 8.96 -3.3 4.0 -11.2

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 08/06 USD 339129.69 23.5 63.7 23.5

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 08/13 EUR 8.94 1.0 1.6 -3.5
DJE-Absolut P GL EQ LUX 08/13 EUR 208.29 1.7 12.5 -2.2
DJE-Alpha Glbl P EU BA LUX 08/13 EUR 173.62 -2.6 7.4 -2.9
DJE-Div& Substanz P EU EQ LUX 08/13 EUR 220.11 2.3 13.9 1.7
DJE-Gold&Resourc P OT EQ LUX 08/13 EUR 193.95 13.9 33.6 13.2
DJE-Renten Glbl P EU BD LUX 08/13 EUR 136.77 4.7 7.7 6.2
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 08/13 EUR 17.12 -3.3 7.8 0.9
LuxTopic-Pacific AS EQ LUX 08/13 EUR 19.31 17.9 36.3 7.1

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
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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
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Renaissance Hgh Grade Bd B EU BD LUX 08/09 JPY 9210.71 -6.5 NS NS
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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 EU EQ SVN 08/12 EUR 21.06 -13.4 -13.2 -34.3
MP-TURKEY.SI OT OT SVN 08/12 EUR 42.60 22.7 42.9 4.6

n PAREX ASSET MANAGEMENT IPAS
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www.parexgroup.com Tel: +371 67010810
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Pictet-Water-P EUR GL EQ LUX 08/12 EUR 134.39 8.4 19.0 -0.8
Pictet-World Gvt Bonds-P USD EU BD LUX 08/13 USD 171.15 3.7 6.3 6.5
Pictet-World Gvt Bonds-Pdy USD EU BD LUX 08/13 USD 138.79 3.7 6.3 6.5

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 08/12 USD 13.54 0.7 20.9 3.0
Japan Fund USD JP EQ IRL 08/13 USD 15.97 0.5 -2.9 4.1
Polar Healthcare Class I USD OT EQ IRL 08/12 USD 11.77 -9.0 0.6 NS
Polar Healthcare Class R USD OT EQ IRL 08/12 USD 11.71 -9.3 0.1 NS

n Hemisphere Management (Ireland) Limited

Discovery USD A OT OT CYM 07/30 USD 105.78 10.8 12.5 12.2
Elbrus USD A GL EQ CYM 07/30 USD 10.65 35.9 -24.7 -17.9
Europn Conviction USD B EU EQ CYM 07/30 USD 134.92 -1.8 4.4 9.7
Europn Forager USD B EU EQ CYM 07/30 USD 227.24 1.5 12.8 8.5
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 07/30 USD 181.06 -1.6 3.3 4.8

n PT CIPTADANA ASSET MANAGEMENT
Tel: +6221 25574 883 Fax: +6221 25574 893 Website: www.ciptadana-asset.com
Indonesian Grth Fund GL EQ BMU 08/11 USD 153.15 20.3 40.5 17.7

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
ACTION FRANCE A EU EQ IRL 08/12 EUR 670.27 -5.3 6.1 -9.1
CORE EUROZONE EQ B EU EQ IRL 08/12 EUR 807.20 -2.9 7.3 -6.8
EURO FIXED INCOME A EU BD IRL 08/12 EUR 1341.64 7.8 12.8 5.2
EURO FIXED INCOME B EU BD IRL 08/12 EUR 1437.86 8.2 13.5 5.8
EUROPEAN SMALL CAP A EU EQ IRL 08/12 EUR 1272.61 6.0 18.3 -4.2
EUROPEAN SMALL CAP B EU EQ IRL 08/12 EUR 1368.20 6.4 19.0 -3.6
EUROZONE AGG A EUR EU EQ IRL 08/12 EUR 662.29 1.0 13.1 -6.1
EUROZONE AGG B EUR EU EQ IRL 08/12 EUR 955.29 1.3 13.8 -5.5
GLB REAL EST SEC A OT EQ IRL 08/12 USD 912.87 1.8 15.2 -10.0
GLB REAL EST SEC B OT EQ IRL 08/12 USD 944.60 2.2 15.9 -9.5
GLB REAL EST SEC EH A OT EQ IRL 08/12 EUR 816.17 1.4 12.7 -11.5
GLB REAL EST SEC SH B OT EQ IRL 08/12 GBP 77.12 1.8 13.7 -11.7
GLB STRAT YIELD A EU BD IRL 08/12 EUR 1738.91 8.2 21.1 9.3
GLB STRAT YIELD B EU BD IRL 08/12 EUR 1867.56 8.6 21.9 9.9
GLOBAL BOND A EU BD IRL 08/12 EUR 1303.43 18.0 23.2 15.2
GLOBAL BOND B EU BD IRL 08/12 EUR 1393.28 18.4 24.0 15.9
GLOBAL BOND EH A GL BD IRL 08/12 EUR 1496.58 8.8 13.3 8.4
GLOBAL BOND EH B GL BD IRL 08/12 EUR 1594.33 9.2 13.9 9.1
JAPAN EQUITY A JP EQ IRL 08/12 JPY 10475.60 -10.0 -15.5 -18.2
JAPAN EQUITY B JP EQ IRL 08/12 JPY 11206.63 -9.7 -14.9 -17.7
PAC BASIN (X JPN) A AS EQ IRL 08/12 USD 2240.42 -2.0 14.9 4.4
PAC BASIN (X JPN) B AS EQ IRL 08/12 USD 2399.85 -1.6 15.6 5.0
PAN EUROPEAN EQUITY A EU EQ IRL 08/12 EUR 989.09 2.8 14.7 -4.8
PAN EUROPEAN EQUITY B EU EQ IRL 08/12 EUR 1058.13 3.1 15.4 -4.3
US EQUITY A US EQ IRL 08/12 USD 835.07 -4.3 6.1 -9.2
US EQUITY B US EQ IRL 08/12 USD 897.35 -4.0 6.7 -8.6
US SMALL CAP EQUITY A US EQ IRL 08/12 USD 1270.36 -1.4 8.4 -9.4
US SMALL CAP EQUITY B US EQ IRL 08/12 USD 1366.02 -1.1 9.0 -8.9

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
A company of Amundi Group
Bonds ConvEurope A EU BD LUX 08/11 EUR 31.99 7.9 11.1 1.8
Bonds Eur Corp A EU BD LUX 08/11 EUR 23.90 3.5 6.3 5.2
Bonds Eur Hi Yld A EU BD LUX 08/11 EUR 22.10 7.4 16.2 7.7
Bonds EURO A EU BD LUX 08/12 EUR 42.95 4.6 5.8 7.2
Bonds Europe A EU BD LUX 08/12 EUR 41.32 5.7 5.8 6.9
Bonds US MtgBkSec A US BD LUX 04/29 USD 24.41 -4.7 11.9 0.0
Bonds World A GL BD LUX 08/11 USD 43.39 3.3 6.0 6.5
Eq. AsiaPac Dual Strategies A AS EQ LUX 08/12 USD 9.76 -6.3 10.8 -1.9
Eq. China A AS EQ LUX 08/12 USD 21.73 -10.0 1.2 3.2
Eq. Concentrated Euroland A EU EQ LUX 08/11 EUR 85.28 -8.3 1.7 -12.1
Eq. ConcentratedEuropeA EU EQ LUX 08/12 EUR 27.34 1.2 11.6 -6.9
Eq. Emerging Europe A EU EQ LUX 08/12 EUR 26.37 11.9 41.5 -9.6
Eq. Equities Global Energy OT EQ LUX 08/11 USD 15.86 -12.6 0.8 -16.5
Eq. Euroland A EU EQ LUX 08/12 EUR 10.22 -5.6 6.0 -11.9
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 08/11 EUR 144.10 2.1 15.9 -2.9
Eq. EurolandCyclclsA OT EQ LUX 08/12 EUR 17.91 0.7 12.3 -7.0
Eq. EurolandFinancialA OT EQ LUX 08/12 EUR 10.25 -9.4 -6.0 -15.6
Eq. Glbl Emg Cty A GL EQ LUX 08/12 USD 8.65 -10.6 2.4 -7.6
Eq. Global A GL EQ LUX 08/12 USD 26.19 -6.0 5.7 -7.7

Eq. Global Resources A GL EQ LUX 08/11 USD 106.60 -2.4 18.3 -2.6
Eq. Gold Mines A OT EQ LUX 08/11 USD 32.12 6.0 28.4 20.8
Eq. India A EA EQ LUX 08/12 USD 135.00 3.3 25.6 4.7
Eq. Japan CoreAlpha A JP EQ LUX 08/12 JPY 6982.57 -3.7 -14.0 -11.7
Eq. Japan Sm Cap A JP EQ LUX 08/12 JPY 967.68 -9.5 -13.3 -11.8
Eq. Japan Target A JP EQ LUX 08/13 JPY 1542.76 -5.8 -14.9 -8.4
Eq. Latin America A GL EQ LUX 08/12 USD 112.10 -3.6 20.3 -3.0
Eq. US ConcenCore A US EQ LUX 08/12 USD 21.61 -4.4 9.3 -4.6
Eq. US Focused A US EQ LUX 08/12 USD 14.96 -5.7 1.0 -17.5
Eq. US Lg Cap Gr A US EQ LUX 08/12 USD 14.27 -6.5 4.4 -11.9
Eq. US Mid Cap A US EQ LUX 08/12 USD 30.68 2.6 17.8 -3.8
Eq. US Multi Strg A US EQ LUX 08/12 USD 20.50 -3.6 5.7 -11.0
Eq. US Rel Val A US EQ LUX 08/11 USD 19.79 -3.9 6.3 -11.6
Eq. US Sm Cap Val A US EQ LUX 08/12 USD 15.26 -4.3 1.3 -17.8
Money Market EURO A EU MM LUX 08/12 EUR 27.45 0.2 0.4 1.4
Money Market USD A US MM LUX 08/12 USD 15.85 0.2 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 08/05 USD 851.14 -11.4 -12.8 -29.4
MENA Special Sits Fund OT OT BMU 07/29 USD 1082.33 0.3 1.5 NS
UAE Blue Chip Fund OT OT ARE 08/05 AED 4.67 -12.4 -17.1 -38.2

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

n YMR-N Series
YMR-N Growth Fund JP EQ IRL 08/13 JPY 8299.00 -12.3 -13.1 -17.8
YMR-N Small Cap Fund JP EQ IRL 08/13 JPY 5979.00 -14.7 -20.2 -16.3

n Yuki 77 Series
Yuki 77 General JP EQ IRL 08/13 JPY 5173.00 -15.9 -20.9 -23.9

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 08/13 JPY 5970.00 -12.6 -12.7 -19.7
Yuki Chugoku JpnLowP JP EQ IRL 08/13 JPY 7181.00 -4.8 -17.4 -17.2

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 08/13 JPY 3948.00 -15.5 -18.9 -24.7
Yuki Hokuyo Jpn Inc JP EQ IRL 08/13 JPY 4674.00 -10.9 -16.3 -21.0
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 08/13 JPY 4339.00 -15.0 -21.1 -16.5

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III JP EQ IRL 08/13 JPY 3725.00 -15.7 -19.9 -26.6
Yuki Mizuho Jpn Dyn Gro JP EQ IRL 08/13 JPY 3974.00 -14.8 -19.9 -26.4
Yuki Mizuho Jpn Exc 100 JP EQ IRL 08/13 JPY 5832.00 -16.3 -17.1 -22.0
Yuki Mizuho Jpn Gen JP EQ IRL 08/13 JPY 7617.00 -11.6 -14.6 -19.4
Yuki Mizuho Jpn Gro JP EQ IRL 08/13 JPY 5575.00 -12.3 -17.8 -20.0
Yuki Mizuho Jpn Inc JP EQ IRL 08/13 JPY 6945.00 -9.0 -13.8 -21.6
Yuki Mizuho Jpn Lg Cap JP EQ IRL 08/13 JPY 4476.00 -13.7 -16.6 -21.7
Yuki Mizuho Jpn LowP JP EQ IRL 08/13 JPY 10455.00 -9.6 -18.3 -15.1
Yuki Mizuho Jpn PGth JP EQ IRL 08/13 JPY 6561.00 -17.6 -23.6 -24.9
Yuki Mizuho Jpn SmCp JP EQ IRL 08/13 JPY 6194.00 -13.2 -18.1 -14.6
Yuki Mizuho Jpn Val Sel AS EQ IRL 08/13 JPY 5002.00 -11.4 -17.6 -18.2
Yuki Mizuho Jpn YoungCo AS EQ IRL 08/13 JPY 2324.00 -14.7 -25.1 -20.4

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 08/13 JPY 4796.00 -11.5 -14.8 -20.3
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MARKETS

Steering clear of
equity hedge funds

Dan Kemp, partner at invest-
ment manager Saltus Partners
LLP, tells The Wall Street Journal
Europe why he is steering clear of
equity hedge funds.

Equity investing over the past
decade has been dominated by
“stockpickers,” who seek to invest in
the right companies in the hope of
substantially beating the benchmark
index. This approach has its ulti-

mate expression
in equity hedge
funds, particu-
larly market-

neutral funds that attempt to gener-
ate absolute returns by exploiting
the return differential between indi-
vidual stocks and sectors.

Returns from this strategy have
been disappointing recently, with
market-neutral funds down 0.6%
from a year earlier, having fallen by
4.7% since the onset of the credit
crunch. This poor performance has
surprised many who had expected
these funds to benefit from the
anomalies that emerge during peri-
ods of turmoil.

While there are many factors be-
hind the performance of different
funds, the sector as a whole has suf-
fered from a sharp increase in the
correlation of returns within the eq-
uity market over the past decade.
This may be demonstrated by com-
paring the cross-correlation of indi-

vidual stocks and sectors over vari-
ous time periods. For example, the
average correlation of returns be-
tween sectors in the FTSE All Share
Index over the past 12 months was
0.57, more than double that of the
12 months to June 2001 and sub-
stantially higher than five years ago.

While it is impossible to predict
how long this period of high corre-
lation will last, equity hedge funds
will likely continue to struggle to
deliver strong diversified returns
while individual stocks perform in
lockstep with one another.

Although frustrating for inves-
tors in the short term, these epi-
sodes of high correlation provide an
ideal environment to sow good in-
vestment ideas, in the expectation
of a bumper harvest when correla-
tions break down.

BY TARA LOADER WILKINSON

Saltus Partners’ Dan Kemp
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AgBank sets
global record
with its IPO

BEIJING—Agricultural Bank of
China Ltd has raised more money in
an initial public offering than any
other company in history after fully
exercising an option to allot addi-
tional shares to investors on the
Shanghai Stock Exchange, despite
lackluster interest in the shares
from investors since they started
trading in mid-July.

In a statement on the Shanghai
Stock Exchange, the lender said it
raised an additional 9.11 billion yuan
($1.34 billion) from the Shanghai
portion of the IPO by selling an ad-
ditional 3.4 billion shares at the IPO
price of 2.68 yuan each. By exercis-
ing the overallotment option—also
known as a greenshoe—AgBank
brings the total amount raised from
its dual listing in Hong Kong and
Shanghai to $22.1 billion, eclipsing
the record held by Industrial &
Commercial Bank of China Ltd. for
its $21.93 billion IPO in 2006.

AgBank’s shares have struggled
to stir interest even as China’s A-
share market has rallied. One of the
worst-performing stock indexes glo-
bally in the first half of the year, the
benchmark Shanghai Composite In-
dex has risen more than 10% since
bottoming out in early July.

AgBank’s Shanghai traded shares
closed at 2.69 yuan Friday, up mar-
ginally from the listing price of 2.68
yuan. Shares hit a high of 2.88 yuan
on July 29.

BY DINNY MCMAHON was a double-whammy for investors
who owned both oil and stocks. A
4% selloff in stocks was compounded
by a 7% loss in oil prices.

At ConocoPhillips, senior energy
trader Dakin Christenson said he
now has a computer monitor set up
next to the oil charts to give him a
real-time reading of the stock mar-
ket. Even though he doesn’t trade
stocks, “they have become a key in-
gredient of oil prices,” he said.

The influence of stocks on oil be-
came markedly evident recently as
oil managed to rally despite its bear-
ish fundamentals. Stockpiles of
crude oil and petroleum products in
the U.S. swelled to an all-time high
in the week ending Aug. 6, while
China, the primary engine of de-
mand growth, cut back on its oil im-
ports. Nevertheless, oil prices have
gained 11% since late May.

In Houston, Andy Furman, man-
aging director of Risked Revenue
Energy Associates, has watched as
oil prices have risen amid falling de-
mand. “You scratch your head,” he
said, “Why would we still follow the
stock market?”A simple explanation
goes: Stocks are a proxy of economic
outlook. Rising stocks are a sign of
demand for energy; therefore, oil
should go up. And vice versa.

But the heightened linkage “runs
deeper than just the market psychol-
ogy,” said Kevin Harrington, manag-
ing director at Clarium Capital Man-
agement LLC, a San Francisco-based
hedge fund.

Continued from page 17 Oil and stocks are joined up by
actual money flows, as more fund
managers start to trade in both mar-
kets. Meanwhile, the growth of ex-
change-traded funds that are in-
vested in stocks and commodities
makes it just a click away for inves-
tors to move assets around.

Walter Zimmermann, chief tech-
nical analyst at United-ICAP, an en-
ergy advisory firm, noted that the
relationship has seeped not only into
intraday moves, but also spread to
other commodities such as gasoline,
heating oil and silver. “Whatever is
producing this phenomenon is grow-
ing in force, not waning in force,” he
said. Only a few commodities man-
aged to derail from the stock mar-
ket. For example, wheat prices
surged recently because of severe
drought and wildfires in Russia.

Some expect oil to respond to its
fundamentals as the economy em-
barks on a sustained recovery. In a
different scenario, a significant fall
in stocks might also separate the
two. As investors realize the recov-
ery isn’t as robust as they thought,
“everything resets and they start to
work independently,” Mr. Penello
said. Or, the connection could be dis-
rupted by the government, if the
Congress stepped in to limit com-
puter-based traders.

Some think the linkage is here to
stay. “Oil is a very macro commodity
at this point,” Mr. Harrington said.
“It’s not merely a question of tally-
ing the oil coming off the ships in
Louisiana.”

Stocks, oil prices moving
in unusual, extreme unison
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INTERVIEW

Italy’s numbers guy wants
statistics to add more value

ROME—Enrico Giovannini is a statisti-
cian with a mission—to make statistics so
relevant and accessible, ordinary people are
able to use them to assess and improve
their own living standards.

Since taking the helm of Italian national
statistics institute Istat a year ago, Mr. Gio-
vannini, 53, has spearheaded the agency’s
efforts to present its data in more meaning-
ful ways.

This push enters a new phase in Decem-
ber, when Istat launches an online, interac-
tive site that will allow users to obtain more
fine-grained pictures of the state of the Ital-
ian economy and society, and their own po-
sition within them.

For example, Mr. Giovannini says, a “40-
something couple with children in Milan”
would learn how their peers are faring in
terms of income and costs.

As a result, he says, he expects an inter-
esting psychological effect, in which Italian
residents will no longer insist that Istat’s
findings are wrong but rather that “they
themselves are wrong, as in they aren’t
placed where they want to be.”

Before joining Istat, Mr. Giovannini spent
eight years as chief statistician at the Orga-
nization for Economic Cooperation and De-
velopment in Paris, where he also served on
the high-profile Stiglitz Commission that
laid out the case for updating the concept of
gross domestic product.

And now, following the global banking
and credit crisis, he expects tangible
changes in the world of statistics, both in
the way data are scrutinized and in the way
in which they are presented.

The crisis raised concerns that policy
makers based their decisions on faulty in-
formation. The problem, he argues, wasn’t
with the accuracy of the data but with their
presentation and application. “The thing is,
since a lot of people predicted the crisis,
then arguably the data must have been
there,” says Mr. Giovannini.

“So, more than the data, it was an inter-
pretation issue,” he says, speaking in his
large, wood-paneled Rome office, amid piles
of statistical tomes in multiple languages.

In the future, “one big shift will be from
flows to stocks,” he says. “We may have
been giving too little emphasis on the
latter.”

In a statistician’s lexicon, flows are made
up of transactions or movements of assets;
the archetype of a “flow” concept is gross
domestic product. Stocks, on the other
hand, are absolute levels that can rise or
fall. The key measure of stocks is capital,
which can consist of anything from machin-
ery to education or social cohesion, to the
number of trees in a forest.

As an example, Mr. Giovannini points to
household balance sheets in some coun-
tries—for instance, the U.S. or Spain—as
having been harbingers of the global finan-
cial crisis.

Viewed in flow terms, the surge in house
prices didn’t seem so alarming, as GDP ap-
peared to be rising robustly and low inter-
est rates kept mortgage payments under
control. But considered in stock terms, or
by looking at absolute levels of household
debt as a share of disposable income, the
spike was extraordinary and should have
triggered alarms about the risk of a housing
bubble.

Any shift in post-crisis attention to

stocks from flows will probably lead to big
changes in the sort of information on which
policy makers will need to focus, Mr. Gio-
vannini says. For example, he says, there
will be a greater focus on household
wealth—using data on demographics,
household consumption and assets—rather
than purely income as a critical indicator.

And the spotlight will increasingly fall on
one of Mr. Giovannini’s most cherished
themes: sustainability.

“It [capital] is the only way to link the
well-being of the current generation to that
of future generations,” says Mr. Giovannini,
who is the father of two. “Capital is a stock
that I can build up or deplete and which can
be put to productive use,” he adds. “If my
generation leaves adequate capital to the
future generation to satisfy its needs, then
we are in a regime of sustainability.”

Mr. Giovannini notes that, along with the
U.S., Italy has seen the greatest growth in
inequality of any OECD member in the past
decade. Calculated by income—a flow
concept—Italy’s Gini coefficient, a measure
of inequality in which lower scores signal
greater equality, is 0.35. But using
wealth—a stock concept—as a measure, the
national Gini coefficient is 0.61. For
Mr. Giovannini, the gap—a function of
Italy’s high taxation on labor income and
low tax rates on capital—can serve as a
guide for policy makers to measure real
inequality trends.

A look at recent employment trends also
raises concerns, he says. While the Italian
model used to consist of young people being
unemployed and their parents working a lot

of overtime, reforms in the mid-1990s intro-
duced more flexibility in employment con-
tracts and ushered in a jobs boom for the
younger generation. This brought the unem-
ployment rate down to 6% by the spring of
2007, from 12.3% in April 1996.

But despite all the new jobs, nobody felt
flush. In fact, average annual disposable in-
come in Italy actually fell by €360 ($457) a
resident from 2000 through 2009 in real
terms—“a big, big number,” Mr. Giovannini
says. What’s more, “parents felt they were
earning less, while youth felt they were on
lousy salaries,” he adds.

“This is the kind of point where we stat-
isticians need to stop insisting their data
are right and start trying to understand the
views of households,” Mr. Giovannini says.

Citizens tend to be cynical, he notes,
adding that all Italians are sure they know
better than Istat when it comes to inflation
and the scale of the underground economy.

Istat—which measures more than 50,000
prices a month—and its sister organizations
were inevitably proven right, he says, when
they claimed that inflation wasn’t galloping
at a double-digit pace after the euro was in-
troduced in 2001.

But there is little solace in being right,
he says, as Istat missed the opportunity to
detect a shift in relative prices—for example
salaries compared with household
costs—that might have allowed for easier
recognition of the weak wage growth of the
past decade.

Many Italians—whose doctors, plumbers
and baby-sitters ask to be paid in cash—also
find official estimates of the underground
economy laughably low.

In a study published last month, Istat
figures put the black economy at 17.5% of
GDP. But as the public sector and large com-
panies are largely unable to do without tax
receipts, people are right that evasion levels
in the rest of the economy are roughly twice
as high as Istat’s headline figure, Mr. Gio-
vannini says.

One way for statisticians to up their
game, he says, is to push back against inter-
pretations that rely too much on the classic
averages that institutes such as Istat
publish.

Variation tells the story, not just aver-
ages, Mr. Giovannini says. He points to one
piece of Italian data—residential rental
costs—that mixes housing units on the real-
estate market and those in public housing
schemes, so the final average bears no rela-
tion to the two realities that the vast major-
ity of Italians experience.

Some argue that making statistics more
user-friendly may drive up salary demands.
Mr. Giovannini simply says, “If statistics are
to add value, it will be because people use
the information to know more about the
world they live in.”

BY CHRISTOPHER EMSDEN
AND CHIARA VASARRI

Enrico Giovannini, head of Italian statistics institute Istat, has spearheaded the agency’s efforts to present its data in more meaningful ways.

[ Enrico Giovannini ]
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‘If statistics are to add value,
it will be because people use the
information to know more about
the world they live in.’
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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.
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n ALLIANCE BERNSTEIN
www.alliancebernstein.com/investments Tel. +800 2263 8637
Am Blend Portfolio A US EQ LUX 08/12 USD 9.70 -6.5 3.3 -10.3
Am Blend Portfolio I US EQ LUX 08/12 USD 11.46 -6.2 3.9 -9.7
Am Growth A US EQ LUX 08/12 USD 28.15 -9.9 3.1 -4.6
Am Growth B US EQ LUX 08/12 USD 23.52 -10.4 2.0 -5.5
Am Growth I US EQ LUX 08/12 USD 31.35 -9.4 3.9 -3.8
Am Income A US BD LUX 08/12 USD 8.88 8.9 16.4 10.7
Am Income A2 US BD LUX 08/12 USD 20.78 9.1 16.5 10.7
Am Income B US BD LUX 08/12 USD 8.88 8.5 15.6 9.9
Am Income B2 US BD LUX 08/12 USD 17.83 8.7 15.7 9.9
Am Income I US BD LUX 08/12 USD 8.88 9.3 17.1 11.4
Emg Mkts Debt A GL BD LUX 08/12 USD 16.67 11.2 22.5 14.1
Emg Mkts Debt A2 GL BD LUX 08/12 USD 22.40 11.4 22.5 14.2

Emg Mkts Debt B GL BD LUX 08/12 USD 16.67 10.6 21.4 13.1
Emg Mkts Debt B2 GL BD LUX 08/12 USD 21.45 10.8 21.4 13.1
Emg Mkts Debt I GL BD LUX 08/12 USD 16.67 11.5 23.1 14.7
Emg Mkts Growth A GL EQ LUX 08/12 USD 33.59 -3.1 16.7 -3.6
Emg Mkts Growth B GL EQ LUX 08/12 USD 28.29 -3.7 15.5 -4.6
Emg Mkts Growth I GL EQ LUX 08/12 USD 37.42 -2.6 17.6 -2.8
Eur Growth A EU EQ LUX 08/12 EUR 7.32 4.1 13.5 -5.1
Eur Growth B EU EQ LUX 08/12 EUR 6.54 3.5 12.4 -6.0
Eur Growth I EU EQ LUX 08/12 EUR 8.02 4.6 14.4 -4.3
Eur Income A EU BD LUX 08/12 EUR 6.90 8.1 16.6 9.8
Eur Income A2 EU BD LUX 08/12 EUR 13.96 8.5 16.8 9.9
Eur Income B EU BD LUX 08/12 EUR 6.90 7.7 15.9 9.1
Eur Income B2 EU BD LUX 08/12 EUR 12.93 8.0 16.0 9.1
Eur Income I EU BD LUX 08/12 EUR 6.90 8.4 17.2 10.4
Eur Strat Value A EU EQ LUX 08/12 EUR 8.40 -1.5 6.9 -13.1
Eur Strat Value I EU EQ LUX 08/12 EUR 8.64 -1.1 7.6 -12.4
Eur Value A EU EQ LUX 08/12 EUR 9.04 -1.7 7.5 -9.8
Eur Value B EU EQ LUX 08/12 EUR 8.26 -2.4 6.3 -10.8
Eur Value I EU EQ LUX 08/12 EUR 10.48 -1.3 8.3 -9.1
Gl Balanced (Euro) A EU BA LUX 08/12 USD 14.77 NS NS NS
Gl Balanced (Euro) B EU BA LUX 08/12 USD 14.29 NS NS NS
Gl Balanced (Euro) C EU BA LUX 08/12 USD 14.63 NS NS NS
Gl Balanced (Euro) I EU BA LUX 08/12 USD 15.10 NS NS NS
Gl Balanced A US BA LUX 08/12 USD 16.03 -2.7 5.5 -5.6
Gl Balanced B US BA LUX 08/12 USD 15.15 -3.3 4.5 -6.5
Gl Balanced I US BA LUX 08/12 USD 16.70 -2.3 6.3 -4.9
Gl Bond A US BD LUX 08/12 USD 9.68 7.2 11.2 8.5
Gl Bond A2 US BD LUX 08/12 USD 17.18 7.3 11.1 8.5
Gl Bond B US BD LUX 08/12 USD 9.68 6.6 10.1 7.4
Gl Bond B2 US BD LUX 08/12 USD 14.96 6.7 10.1 7.4
Gl Bond I US BD LUX 08/12 USD 9.68 7.5 11.8 9.1
Gl Conservative A US BA LUX 08/12 USD 14.80 0.7 6.3 0.1

Gl Conservative A2 US BA LUX 08/12 USD 17.05 0.7 6.2 0.1
Gl Conservative B US BA LUX 08/12 USD 14.77 0.1 5.2 -0.9
Gl Conservative B2 US BA LUX 08/12 USD 16.10 0.1 5.2 -0.9
Gl Conservative I US BA LUX 08/12 USD 14.89 1.1 7.1 0.9
Gl Eq Blend A GL EQ LUX 08/12 USD 10.58 -9.3 1.2 -15.6
Gl Eq Blend B GL EQ LUX 08/12 USD 9.87 -9.9 0.2 -16.4
Gl Eq Blend I GL EQ LUX 08/12 USD 11.22 -8.8 2.1 -14.9
Gl Growth A GL EQ LUX 08/12 USD 38.37 -8.4 3.2 -15.5
Gl Growth B GL EQ LUX 08/12 USD 31.84 -9.0 2.2 -16.3
Gl Growth I GL EQ LUX 08/12 USD 42.82 -8.0 4.1 -14.8
Gl High Yield A US BD LUX 08/12 USD 4.52 9.3 25.0 11.4
Gl High Yield A2 US BD LUX 08/12 USD 10.14 9.5 25.0 11.3
Gl High Yield B US BD LUX 08/12 USD 4.52 8.7 23.7 10.0
Gl High Yield B2 US BD LUX 08/12 USD 16.20 8.9 23.7 10.1
Gl High Yield I US BD LUX 08/12 USD 4.52 9.7 25.8 12.1
Gl Thematic Res A GL EQ LUX 08/12 USD 14.12 -4.1 8.0 -0.3
Gl Thematic Res B GL EQ LUX 08/12 USD 12.28 -4.7 7.0 -1.2
Gl Thematic Res I GL EQ LUX 08/12 USD 15.83 -3.7 8.9 0.5
Gl Value A GL EQ LUX 08/12 USD 10.06 -9.7 -0.1 -15.4
Gl Value B GL EQ LUX 08/12 USD 9.18 -10.4 -1.2 -16.3
Gl Value I GL EQ LUX 08/12 USD 10.75 -9.3 0.7 -14.8
India Growth A EA EQ LUX 08/12 USD 134.51 6.0 32.0 NS
India Growth AX EA EQ LUX 08/12 USD 117.79 6.2 32.3 10.9
India Growth B EA EQ LUX 08/12 USD 140.04 5.3 30.6 NS
India Growth BX EA EQ LUX 08/12 USD 100.07 5.5 31.0 9.8
India Growth I EA EQ LUX 08/12 USD 122.44 6.5 33.0 11.3
Int'l Health Care A OT EQ LUX 08/12 USD 126.73 -7.8 3.7 -8.6
Int'l Health Care B OT EQ LUX 08/12 USD 106.24 -8.4 2.7 -9.5
Int'l Health Care I OT EQ LUX 08/12 USD 139.14 -7.4 4.5 -7.8
Int'l Technology A OT EQ LUX 08/12 USD 104.05 -5.7 10.9 -7.5
Int'l Technology B OT EQ LUX 08/12 USD 89.61 -6.3 9.8 -8.4
Int'l Technology I OT EQ LUX 08/12 USD 117.24 -5.3 11.8 -6.7

Japan Blend A JP EQ LUX 08/12 JPY 5407.00 -10.2 -13.1 -19.3
Japan Growth A JP EQ LUX 08/12 JPY 5112.00 -13.0 -15.0 -21.1
Japan Growth I JP EQ LUX 08/12 JPY 5287.00 -12.5 -14.3 -20.5
Japan Strat Value A JP EQ LUX 08/12 JPY 5721.00 -6.5 -9.5 -17.5
Japan Strat Value I JP EQ LUX 08/12 JPY 5901.00 -6.1 -8.8 -16.9
Real Estate Sec. A OT EQ LUX 08/12 USD 14.49 1.0 12.2 -8.6
Real Estate Sec. B OT EQ LUX 08/12 USD 13.16 0.3 11.1 -9.5
Real Estate Sec. I OT EQ LUX 08/12 USD 15.65 1.5 13.1 -7.8
Short Mat Dollar A US BD LUX 08/12 USD 7.32 2.4 7.0 2.1
Short Mat Dollar A2 US BD LUX 08/12 USD 10.03 2.5 6.9 1.9
Short Mat Dollar B US BD LUX 08/12 USD 7.32 2.1 6.6 1.6
Short Mat Dollar B2 US BD LUX 08/12 USD 9.96 2.3 6.5 1.5
Short Mat Dollar I US BD LUX 08/12 USD 7.32 2.7 7.6 2.6
US Thematic Portfolio A EUR H US EQ LUX 08/12 EUR 14.89 NS NS NS
US Thematic Portfolio B EUR H US EQ LUX 08/12 EUR 14.88 NS NS NS
US Thematic Portfolio C EUR H US EQ LUX 08/12 EUR 14.88 NS NS NS
US Thematic Portfolio I EUR H US EQ LUX 08/12 EUR 14.90 NS NS NS
US Thematic Research A US EQ LUX 08/12 USD 8.29 -2.8 5.1 -6.9
US Thematic Research B US EQ LUX 08/12 USD 7.58 -3.4 4.0 -7.9
US Thematic Research I US EQ LUX 08/12 USD 8.96 -2.4 5.9 -6.2

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 08/12 GBP 7.90 -4.2 9.6 -1.3
Andfs. Borsa Global GL EQ AND 08/12 EUR 6.10 -6.1 3.6 -13.1
Andfs. Emergents GL EQ AND 08/12 USD 16.26 -6.3 10.3 -3.1

FUND SCORECARD
U.S. Equity
These funds primarily take long/short positions in US equities. At least 60% of their assets are in UCDA
(US/Canada/Developed America) equities. Ranked on % total return (dividends reinvested) in U.S. dollars
for one year ending August 13, 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 Bomgaars Bomgaars USDUSA 34.65 134.26 10.12 NS
Investments Investments, LLC

2 Willowbrook Willowbrook USDUSA 89.05 96.50 29.42 NS
Fund, LP Capital Management, LLC

NS GJ GJ Investment USDUSA 0.72 82.53 NS NS
Investment Funds I LP Funds

NS Creststreet Creststreet Asset CADCAN 5.57 63.92 NS NS
Energy Opportunities Cl F Management

4 AlphaOne AlphaOne Capital USDUSA 18.49 53.19 18.02 18.47
Satori Fund, LP. Partners

4 AlphaOne AlphaOne Capital USDCYM 16.80 46.81 12.48 16.12
Satori Fund, Ltd Partners

1 Dynamic Dynamic Mutual CADCAN -11.76 41.08 -14.19 16.56
Power Hedge Ser FC Funds Ltd

1 Dynamic Dynamic Mutual CADCAN -12.29 38.34 -15.10 16.46
Power Hedge Ser C Funds Ltd

NS Latin MBA Asset USDCYM 3.93 36.43 11.26 NS
America Opportunity Fund Ltd Management

3 Kazazian Kazazian Asset USDUSA -7.26 20.38 17.54 NS
Capital Fund, LP Mangement

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

Advertisement [ INTERNATIONAL INVESTMENT FUNDS www.wsj.com/funddata ] Advertisement

MARKETS

Advertisement [ ALTERNATIVE INVESTMENT FUNDS www.wsj.com/funddata ] Advertisement

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 07/30 USD 142.06 2.2 -1.0 -1.9
Trading AdvantEdge EUR OT OT GGY 07/30 EUR 128.70 1.9 -1.5 -2.0
Trading AdvantEdge GBP OT OT GGY 07/30 GBP 136.65 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

The Omen’s criteria
All criteria must be met for a confirmed occurrence.

� The daily number of new NYSE 52-week highs and the daily number of
new 52-week lows must both be greater than 2.5% of the total issues traded
that day.

� The smaller of the 52-week highs and lows must be greater than or equal
to 79 (or 2.5% of 3,168 issues).

� The NYSE’s 10-week moving average must be rising.

� The McClellan Oscillator, a measure of market fluctuations, must be
negative

� New 52-week highs can’t be more than twice the new 52-week lows.
(However, it is acceptable for the new 52-week lows to be more than double
the 52-week highs.)

WSJ Research

‘Hindenburg Omen’: Is it real
or a bunch of coincidences?

Forget about Friday the 13th.
Many on Wall Street took to whis-
pering about an even scarier phe-
nomenon—the “Hindenburg Omen.”

The Omen, named after the Ger-
man airship in 1937 that crashed in
Lakehurst, N.J., is a technical indica-
tor that foreshadows not just a bear
market but a stock-market crash. Its
creator, a blind mathematician
named Jim Miekka, said his indica-
tor is predicting a market meltdown
in September.

Wall Street has been abuzz about
whether the Hindenburg Omen will
come to bear, with some traders cau-
tioning clients about the indicator and
blogs pondering all the doom and
gloom. But Andrew Brenner, manag-
ing director at Guggenheim Securities,
told his clients: “Personally, it sounds
like [people] are starting their week-
end drinking early.”

Technical indicators, with names
like “The Death Cross” and “The
Bearish Abandoned Baby” have been
attracting more attention amid an
increasingly volatile market.

“We always love good conspiracy
theories,” said Joseph Battipaglia,
chief market strategist of the pri-
vate-client group at Stifel Nicolaus.
But he noted that market watchers
sometimes make too much of what
could be mere coincidences.

Mr. Miekka devised the Omen in

1995 as a way to predict big market
downturns, developing a formula
that parses data like 52-week stock
levels and the moving averages of
the New York Stock Exchange.

The confluence of data used by
the Omen was officially tripped last
week. There were 92 companies that
hit new 52-week highs on Thursday,
or 2.9% of all companies traded on
the New York Stock Exchange. There
also were 81 new lows, or 2.6% of
the total. Each number must exceed
2.5% for the Omen to occur, accord-
ing to Mr. Miekka.

Other criteria include a rising 10-
week moving average for NYSE and

a negative McClellan Oscillator, a
technical indicator that measures
market fluctuations. Mr. Miekka said
the appearance of one signal usually
is an indication of a market top, but
the Omen becomes more accurate
when there are two or more close
together.

The Omen was behind every
market crash since 1987, but also
has occurred many other times
without an ensuing significant
downturn. Market analysts said only
about 25% of Omen appearances
have led to stock-market declines
that can be considered crashes.

“The Hindenburg Omen does show

some deteriorating internals, which
signals some major concerns,” said
Ryan Detrick, senior technical strate-
gist at Schaeffer’s Investment Re-
search. “But it isn’t a reason to move
to 100% in cash. We’re taking a wait-
and-see approach, but considering its
recent history, we’re considering it
more than other indicators.”

Mr. Miekka, who writes a Wall

Street newsletter called “Sudbury
Bull & Bear Report,” said he was
“taken by surprise” after he plugged
the data into his model.

He didn’t say whether it is time
to bail out of the market, but he
isn’t in a bullish mood. “I’ll be danc-
ing close to the door,” he said.

—Donna Kardos Yesalavich
contributed to this article.
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