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a taste of its own medicine
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The Quirk

The burglar who is so tough
that bullets simply bounce
off his head. Page 29

Editorial
& Opinion

Cameron beats even
Thatcher during his first 100
days. Page 13

Europe’s
debt fears
return

After a brief summer lull,
signs of stress are resurfacing
in Europe’s weaker economies
as investors fret that a slower
economic rebound across the
globe could exacerbate Eu-
rope’s financial problems.

The cost of protecting
against bond defaults by
countries in Southern Europe
and Ireland has soared this
month, a sign that investors
are again worried that these
countries may struggle with
their debts. Ireland’s credit in-
surance costs have leapt by
45%, as have Italy’s, while
Greece’s costs are up 10%.

On Tuesday, Ireland’s Trea-
sury will sell up to €1.5 billion
($1.91 billion) of new debt in
an auction that will be closely
watched for signs of trouble
given the euro-zone jitters
and concerns about Ireland’s
costly bailout of its banking
system.

Despite the recent nerves,
Europe’s bond markets remain
in better shape than in May,
when the European Central
Bank shocked investors by

Please turn to page 4

BY NEIL SHAH

EU told to lift high-tech tariffs
BRUSSELS—The World

Trade Organization ordered
the European Union to strike
down import tariffs on bil-
lions of dollars of high-tech
goods or risk retaliatory trade
sanctions.

In dollar terms, the deci-
sion could be one of the big-
gest wins yet for the U.S. at
the Geneva-based trade body.

The dispute concerns the
1996 Information Technology
Agreement, a trade treaty
signed by some 70 countries
that set 0% tariffs on a wide
category of electronic goods.

The ITA accounts for $5
billion a year in tariffs that
don’t have to be paid, accord-
ing to industry groups. “U.S.
high-tech companies and their
workers depend on the ITA to
reach foreign markets,” said
John Neuffer, vice president
of the Washington-based In-

formation Technology Indus-
try Council. Global trade in
products covered by the ITA
increased to $4 trillion in
2008 from $1.2 trillion in
1996.

The dispute among the
signatories was over the defi-
nition of “high-tech.”

The European Union de-
clined to designate as high-
tech three categories of
goods: television cable con-
verter boxes that also deliver
the Internet, flat-panel com-
puter screens, and printers
that also scan, fax or copy.

The EU argued that these
products were old-fashioned
consumer goods, not cutting-
edge high-tech products. Un-
der the EU’s tariff classifica-
tions, these goods were con-
sidered ordinary cable boxes,
TV screens and photocopiers,
subject to tariffs between 6%
and 14%. The EU’s total im-
ports of these products were

valued at $11 billion in 2007,
according to the ITIC.

The U.S., Japan and Tai-
wan for years lobbied the EU
to reduce these tariffs. The
three countries are home to
some of the world’s largest

makers of electronic goods.
Those with operations in the
U.S., such as Hewlett-Packard
Co., Dell Inc. and Japan-based
Canon Inc., have taken a front
position in lobbying the EU to
lower its tariffs and in lobby-
ing the U.S. government to
take the case to the WTO.

The EU, a U.S. trade offi-
cial said, was “manipulating
tariffs to discourage techno-
logical innovation.” The EU
declined to remove the tariffs.
In 2008, the three countries
filed a case against the EU at
the WTO.

The wording in Monday’s
ruling was clear: The WTO’s
arbitration panel requested
“the European Communities
to bring the relevant mea-
sures into conformity with its
obligations.”

U.S. Trade Representative
Ron Kirk hailed the decision
as “an important victory for
U.S. technology manufactur-

ers and workers.”
The EU has 60 days to ap-

peal. The bloc is divided on
high-tech tariff policy, so it
isn’t a given that it will ap-
peal. If it does, the WTO will
rule within three months.

“The report does not es-
tablish general principles that
would imply any form of gen-
eralized conclusions,” the Eu-
ropean Commission said. “No
decision on a possible appeal
to the WTO report is taken
yet.”

EU officials say, however,
that they would like to rene-
gotiate the entire ITA.

If the EU doesn’t respect
the WTO ruling and lift the
tariffs, the U.S., Japan and
Taiwan would have the right
to impose tariffs on goods
made in Europe—including
cars, pharmaceuticals and
cheese—valued at an amount
equal to the tariffs that the
WTO has now ruled illegal.

BY JOHN W. MILLER

A Boeing 737 lies shattered in three pieces after a crash landing on the Caribbean island of San Andres on Monday. Amazingly only one of the 131 passengers aboard the
Colombian jet died—of a suspected heart attack. The pilot reported the aircraft being hit by lightning 80 meters from touchdown. Article on page 9

Amazing survival story as Colombian plane breaks up in crash

Reuters

Tech trade

Note: Figures are for total global trade in
the international tariff code's main
category of electronic goods
Source: Global Trade Information Services
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Global trade in flat-screen
computer monitors and other
high-tech goods has surged
in the past decade, due in
part to a 1996 free-trade

� Agenda: Investors still fear
European explosion .................. 2

The future of computing.
Now, it’s an open book.
Beyond the PC: The Intel® Atom™ processor is bringing intelligence to unexpected
places—like the Intel Reader, with text-to-speech help for the learning disabled and
sight-impaired. Welcome to a new chapter in computing. Learn more at intel.com/inside.
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U.K. insurance
battle faces
twists to come

Aviva and RSA Insurance: just
the first chapter?

U.K. insurer Aviva on Monday
defended a board decision to decline
RSA’s £5 billion ($7.8 billion) offer
for its U.K., Irish and Canadian gen-
eral-insurance businesses. RSA re-
sponded by saying the offer remains
open. It could yet return with a
higher bid. If that happens, Aviva
should let shareholders decide.

Aviva’s management says its
composite-life and general-insur-
ance model is central to strategy, al-
lowing capital benefits and cost syn-
ergies. It argues RSA’s offer, at 1.6
times tangible book value and 9.8
times earnings, undervalues the
businesses. That is broadly in line
with RSA’s own valuation. But in the
U.K. and Ireland, Aviva is market
leader; in Canada it is No. 2. Earn-
ings are recovering from cyclical
lows. At their peak, U.K. general in-
surers changed hands for 17 times
earnings.

Some Aviva shareholders are an-
gry they weren’t consulted before
the offer was declined. They argue
Aviva’s composite model also under-
values the general-insurance divi-
sion. RSA’s offer is equivalent to
roughly half Aviva’s market capital-
ization; its entire general-insurance
division accounts for less than 40%
of revenue.

For RSA, with its £4.4 billion
market capitalization, a £5 billion
rights issue was already a huge task.
Yet the three banks fully underwrit-
ing the deal would be prepared to
support a higher bid, according to
someone familiar with their think-
ing. RSA argues it could better man-
age Aviva’s existing book and im-
prove underwriting discipline. Taxed
and capitalized, annual synergies of
£300 million could allow RSA to pay
a premium of up to £2.1 billion. That
could mean it returns to the table.

For Aviva, accepting an offer
would mean a reversal of current
strategy; potentially undermining
management. But if RSA raises the
stakes, it should let investors write
the next chapter.—Hester Plumridge

Vedanta’s risky new India adventure
Vedanta Resources is in danger

of giving opportunism a bad name.
Loading up with extra debt to buy
into the politically sensitive oil-and-
gas sector, where the group has no
experience, is bound to give inves-
tors indigestion. The London-listed
miner aims to buy a 51% to 60%
stake in Cairn India, a unit of U.K.
explorer Cairn Energy, for $8.5 bil-
lion to $9.6 billion in cash. The deal
underlines Vedanta’s strengths and
weakness.

To justify a 21% or roughly $2 bil-
lion takeover premium with no im-
mediate merger synergies, investors
have to believe Vedanta’s manage-
ment can accelerate exploration and
boost production at Cairn India as it
has at other big Indian acquisitions,
Hindustan Zinc and Sesa Goa. At
Sesa Goa, iron-ore production dou-
bled between 2007 and 2010, with
reserves and resources rising 74%.

Vedanta says it will use Cairn In-
dia cash flow for accelerated Indian

exploration rather than have Cairn
Energy recycle it for exploration and
development off Greenland. But
there is no certainty Vedanta can su-
percharge growth at Cairn India, al-
ready priced for strong expansion
before Vedanta offered a premium.

Cairn already expects output to rise
40% by end-2011 and for it poten-
tially to double in the medium term.
Vedanta’s investment may just end
up as a play on oil-and-gas prices. At
least, Vedanta expects to get New

Delhi’s backing considering India’s
large and growing energy deficit.
Cairn India’s production is equiva-
lent to 8% of imports.

Meantime, the extra $6.5 billion
in bank borrowing Vedanta is taking
on is substantial, even though aggre-
gate cash flow growth in 2011 should
keep net debt below two times earn-
ings before interest, taxes, deprecia-
tion and amortization. The deal com-
plicates an already complex
corporate structure because much of
the cash in the Vedanta group is held
by operating subsidiaries. As part of
the deal, 57%-owned Sesa Goa takes
a 20% stake in Cairn India; Vedanta
itself has 31% to 40%. Cairn Energy
will have 11% to 22%, Malaysia’s Pet-
ronas retains a 15% stake, with the
remainder held by minorities.

Vedanta’s share price has outper-
formed the FTSE-100 mining index
by 70% since its 2003 debut and re-
bounded 5% Monday after last
week’s 30% fall. So some investors

are giving the group the benefit of
the doubt given its previous acquisi-
tion record. But with such a large,
complex move into an area where
the group lacks expertise, investors
should brace for disappointment.

—Matthew Curtin

A very rare opportunity for China
China loves its rare earth. But its

jealous guarding of these minerals
could disrupt the market in ways
that even Beijing won’t appreciate.

Rare earth is the collective name
for 17 elements that produce power-
ful magnets, or improve a metal’s
ability to withstand high tempera-
tures. The elements are critical to
high technologies such as hybrid-car
batteries and wind turbines, but
lately demand-and-supply fundamen-
tals have drawn wider interest.
China controls nearly all of the
world’s supply.

The minerals were once exported
by Chinese miners at bargain prices,
but with rare earth’s rising economic
importance has come increasing
state control. Most notably, the gov-
ernment has merged rare-earth min-
ing companies and limited exports.
The latter may be intended to en-
courage rare-earth users to move
manufacturing facilities to China,
but it nevertheless means pricing of
the minerals is distorted—and Bei-

jing could lose more than it gains.
For one thing, rather than rare,

the minerals were actually just too
costly for most companies to pro-
duce. But China’s export caps, the
latest of which came in July, are
ratcheting global rare-earth prices

higher and causing competition for
Chinese miners. Australian and U.S.
sources, slowed in the past by the
higher development costs in these
countries, will be online soon.

It may not stop with the quotas.
State-run newspaper China Daily re-
ported this month that two of the
country’s designated state-owned
rare-earth developers are consider-
ing a plan to “unify prices.” Even of-
ficials at the state-backed Chinese
Society of Rare Earths said they are
uncertain where the plan might lead,
but the fear is this means Beijing is
thinking of using its high degree of
output leverage to set prices.

To be sure, China has every rea-
son to seek the most bang for its
buck from native resources. But it is
making the market less transparent.
Instead, by setting prices in a com-
petitive, transparent way, Beijing
could attract investment and become
a long-term leader in this indus-
try—a rare opportunity. China risks
missing it. —Chuin-Wei Yap

Wild ride
Share performance, since Vedanta’s
debut in 2003

Source: Thomson Reuters
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Anticlimax? Given the yawning
gap between Irish and German
bond yields, investors were watch-
ing closely Monday for the latest
word from the European Central
Bank on its purchases of euro-zone
government debt.

In the end, the ECB said its pur-
chases had surged 11%. But that
only meant they rose to a paltry
€10 million ($12.8 million) as
against its last report, when it
bought a munificent €9 million.

Investors hoping for more inter-
vention shouldn’t give up yet. Due
to the mechanics of the bond mar-
ket and the length of time it takes
to settle trades, any intervention in
the Irish bond market along the
lines of that reported last week
won’t show up in the numbers un-
til next Monday. The market knows
the ECB’s pockets are deep. It will
have to wait a little longer to see
just how far the central bank has
delved into them.

—overheard@wsj.com

OVERHEARD

Loading up with extra debt to
buy into the politically
sensitive oil-and-gas sector,
where the group has no
experience, is bound to give
investors indigestion.

Rare-earth production, Jiangsu, China.
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That volcano may well have gone quiet
but investors still fear Europe explosion

When the
Icelandic volcano
Eyjafjallajokull
erupted in April, it
brought air traffic
to a halt and

dominated the news headlines.
But as the ash cloud dissipated,
the story faded almost as quickly
as it arrived.

Something similar seems to
have happened with the euro-zone
sovereign-debt crisis that erupted
around the same time, freezing
government bond markets. From
hitting fever pitch in May and
June, it moved out of the
limelight. But the past couple of
weeks have brought some
disconcerting rumblings.

Why did the crisis subside?
First, it was necessary to shelter
Greece from markets while it
attempts to rebalance its budget
and economy. This, after a few
false starts, was achieved via the
€110 billion ($140 billion) joint
euro-zone and International
Monetary Fund package.

Second, contagion to other
euro-zone states with weak
budget positions had to be
avoided. In particular, Spain
became the critical link in the
chain due to its size and concerns
over how much it might cost to
support the country’s banks.

Again, after some false starts,
Europe swung into action. A €750
billion rescue package was
announced, the European Central
Bank started buying bonds, the
European Financial Stability
Facility was established and the
IMF again lent its imprimatur to
the whole process.

The turning point was the
success of Spain’s June bond
auctions, removing any risk of a
funding shortfall before the EFSF
was up and running.

With the near-term pressure

point removed, Spanish,
Portuguese, Irish and Italian
bonds rallied, the euro rose and
the cost of insuring government
debt against default fell. The
European bank stress tests were
the icing on the cake given that
the problem they had been
designed to address—a euro-zone
debt crisis—was receding.

The euro zone can’t take all the
credit. It got a helping hand from
the emergence of data showing

that the U.S. recovery wasn’t
going as planned. Most investors
and analysts admit that the
market can really focus on only
one big idea at a time: fears of a
double dip in the U.S. and the
clamor for action from the Federal
Reserve simply took top billing in
investors’ minds. Europe suddenly

seemed like a relatively safer
place, especially given some of the
positive economic data that were
emerging, in particular from
Germany.

But many of the problems
facing Europe haven’t gone away.
In recent weeks, Irish bonds have
come under pressure, mainly
because of the government’s
exposure to its outsized banking
system—a similar worry to that
which dogged Spain in May and
June. As a result, the market is
unusually focused on an Irish
bond auction that takes place
Tuesday.

Again, it is possible that this
auction will go well—the spread
widening means that 10-year Irish
debt now yields around three
percentage points more than
German bonds, pricing in a lot of
bad news.

Some of the move may be
down to summer trading
conditions that have reduced
liquidity. A successful auction
could lead concerns to subside
swiftly.

But other flashpoints remain.
Governments will spend this

autumn fleshing out budget plans
for 2011; political risk could rear
its head.

There is still a significant
amount of bond supply to be
digested this year. There is no let-
up ahead: Citigroup estimates that
gross issuance will in fact peak
next year, at €865 billion, and
both Spain and Ireland have
relatively high net issuance needs.

After an initial period of
euphoria after the bank stress
tests, worries about bank funding
have re-emerged. The way the
statistics agency Eurostat
accounts for banking-sector
support may yet lead to startling
revisions to headline deficit and
debt-to-GDP numbers, even if they
don’t imply changes to funding
requirements.

Set against this, Europe is in a
far better position to head a crisis
off at the pass. The ECB’s
willingness to buy bonds should
act as a backstop, even if the bank
seems keen to wind down its
purchases.

Recent budget data have
largely confirmed that deficits are
being reduced, and the euro zone
is growing faster than expected.
The EFSF became fully
operational at the start of August.
True, it remains to be seen how
the facility would work in
practice—and some suspect it
would cause a bigger crisis than it
solves. But it is no longer a race
against time to set it up before it
is needed.

The situation remains finely
balanced, however. The tipping
point may not be far away.

Even after Germany announced
growth of roughly 9% on an
annualized basis—on a par with
China—10-year Bund yields
plumbed new depths, hitting
2.33% Monday, more than one
percentage point lower since the
start of the year.

That investors are so in love
with bonds, a safe haven, means
they still fear an explosion may
take place.

Smoke and ash from Iceland’s Eyjafjallajokull volcano halted air traffic.
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Most read in Europe

1. Is Crash Coming? Ten Reasons
to Be Cautious
2. How Power Affects Us
3. Ordinary Germans Feel Left
Behind
4. Boomers Threaten Economy
5. Europe’s Two-Speed Dilemma
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‘Cairn has decided to
do the oil-industry
equivalent of selling
the Volvo and buying
a Harley.’
James Herron on the oil producer’s
$8.5 billion midlife crisis

Continuing coverage

Markets coverage brings
you the latest movements
from Asia, Europe and the
U.S., at europe.wsj.com

Question of the day

Should ‘birthright
citizenship’ be denied to
children born in the U.S.
to illegal immigrants?
Vote online today at europe.wsj.com

Yesterday’s results

Q: Relapse or recovery:
Which way is the U.S.
economy headed?

Suspended animation

Recovery

Relapse
56.4%

33.9%

9.7%
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H-P scandal prompts
interest in expense-
check firms. 27

Novel approach to
football-shirt
sponsorship. 28

n Barclays reached a $298
million agreement with U.S.
and New York authorities to
settle charges that it facili-
tated financial payments for
parties and countries facing
U.S. sanctions. 19

n Vedanta Resources said it
plans to spend $8.5 billion to
$9.6 billion to acquire as
much as 60% of Cairn India
from U.K.-listed oil company
Cairn Energy. 21, 32

n Dell plans to buy data-
storage firm 3Par for $1.15
billion, as the personal-com-
puter maker seeks to boost
its offerings for corporate-
technology departments. 20

n Government forces in Kyr-
gyzstan have arrested hun-
dreds of ethnic Uzbeks and
tortured many of them in the
course of a probe into ethnic
clashes, a rights group said. 9

n Defense Secretary Gates
plans to step down next year,
a move that would take away
a powerful voice on U.S. pol-
icy on Afghanistan. 6
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BY RICHARD BARLEY

ONLINE TODAY

The situation remains
finely balanced, however.
The tipping point may not
be far away.
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Agribusiness

n Agrium, a fertilizer company,
said it will pay more than $1 bil-
lion for Australian grain producer
AWB, its second recent attempt at
a major buyout after Agrium’s
failed bid for CF Industries. The
offer, for $1.34 per share, is an at-
tempt to swipe AWB from Grain-
Corp, which has already made a
bid for the company.

i i i

Aviation

n Air France-KLM’s Dutch KLM
unit should fully compensate pas-
sengers for delays and cancella-
tions caused by a volcanic ash
that shut most of Europe’s air
space for periods in April and May
and bring its policy in line with
European Union law or face possi-
ble legal action, the European
Commission said.

i i i

Banking

n Barclays has reached a $298
million agreement with U.S. and
New York authorities to settle
charges that it facilitated financial
payments for parties and coun-
tries facing U.S. sanctions, includ-
ing banks from Cuba, Iran, Libya,
Sudan and Burma. According to
court documents, Barclays will
forfeit $149 million pursuant to an
agreement with the U.S. Justice
Department and another $149 mil-
lion in a separate agreement with
the New York County District At-
torney’s office.

n Australia & New Zealand Bank-
ing Group said it has started due
diligence on a majority 57% stake
in Korea Exchange Bank worth
$3.8 billion. Private-equity fund
Lone Star has said it wants to sell
its 51% stake in KEB. The Export-
Import Bank of Korea, which has a

6.3% stake in KEB, has tagalong
rights allowing it to sell its shares
to the buyer of Lone Star’s stake.
n Meanwhile, a person familiar
with the situation said that pri-
vate equity fund MBK Partners is
still trying to put together a bid
for the 51% stake in KEB. MBK is
in discussions with other inves-
tors to form a consortium.

i i i

Energy

n BP is expected to start its deep-
water drilling operations in Libya
by October at the latest, Libya’s
top oil official said. “They are de-
laying because of technical prob-
lems, they want to be assured that
all the instruments are working
well and they don’t want a repeat
of Macondo,” said Shokri Ghanem,
chairman of Libya’s National Oil
Corp. BP’s plans to drill at least
five wells in Libya’s Gulf of Sirte,
at depths greater than the Ma-
condo well in the Gulf of Mexico,
have raised concerns.

i i i

Financial services

n RSA Insurance Group con-
firmed that it had made a pro-
posal to buy the U.K., Canadian
and Irish general insurance busi-
nesses of Aviva and argued that
the transaction would have fa-
vored both firms’ shareholders.
n Aviva defended its decision to
reject RSA’s £5 billion ($7.8 bil-
lion) approach. Under the pro-
posal, Aviva would have kept the
pension liabilities as well as the
general insurance businesses in
the Netherlands, France, Italy, Po-
land, Turkey and Singapore, RSA
said, along with its life businesses.

i i i

Metals and mining

n Vedanta Resources said it will
acquire a controlling stake of be-

tween 51% and 60% in Cairn India
from U.K.-listed oil company Cairn
Energy. Cairn India operates ma-
jor new oil fields in Rajasthan.
Vedanta said it will make an open
offer for 20% of the floated shares
of the company and, depending on
that outcome, will then purchase
between 40% and 51% of Cairn In-
dia from Cairn Energy, taking its
holding up to 60%.

n Rusal said it has filed a lawsuit
against miner Norilsk Nickel in
connection with the Norilsk an-
nual general shareholders meet-
ing. Rusal said the miner’s man-
agement didn’t provide it with the
ballots used at the AGM, which it
needs to identify “violations” that
Rusal believes “had been made by
the management of Norilsk during
the AGM.” The Russian aluminum
giant owns a 25% stake in Norilsk
and is fighting for control of the
company with the Interros Group,
also the owner of 25% stake.

n Massey Energy picked two new
outside directors to comprise a
special new board committee to
oversee shareholder lawsuits aris-
ing from the worst U.S. coal min-
ing disaster in 40 years. The
board newcomers are Robert B.
Holland III, an oil-exploration in-
dustry veteran, and Linda J.
Welty, a former chemical-industry
executive.

n Harmony Gold Mining, Africa’s
third-largest producer of the pre-
cious metal, swung to a net loss of
192 million rand ($26 million) for
the fiscal year and said that out-
put in the quarter ahead will be
constrained due to temporary sus-
pensions at some operations. A
strong rand against the U.S. dollar
continued to cut into the com-
pany’s margins, but Harmony said
it remains confident the gold
price will rise in the medium to
long term due to current instabil-
ity in the global financial markets.

i i i

Pharmaceuticals

n China’s Ministry of Commerce
approved Novartis’s acquisition of
Alcon, but attached conditions to
the deal. Novartis will be barred
from selling one of its premerger
ophthalmological anti-infection
products in China for five years,
due to Alcon’s dominant market
share in those products in the
country. Novartis will also have to
halt a sales partnership with a
Taiwanese contact-lens maker.

n Medco Health Solutions said it
will buy closely held drug and de-
vice researcher United BioSource
for about $730 million. Medco,
U.S.’s biggest pharmacy-benefits
manager, said the new business is
expected to slightly help its bot-
tom line next year.

n Sigma Pharmaceuticals an-
nounced a surprise deal to sell its
pharmaceutical division to South
Africa’s Aspen Pharmacare Hold-
ings for 900 million Australian
dollars ($804 million). Sigma,
which is weighed down with debt
and facing asset sales to fend off
creditors, had been considering a
full takeover offer from Aspen,
which began stalking the Mel-
bourne-based group in May.

i i i

Retail

n Hennes & Mauritz beat expec-
tations with a 10% rise in July
same-store sales, and said it ex-
pects to continue its rapid expan-
sion. The world’s third-largest
fashion chain after Gap and Indi-
tex also said total sales rose 21%,
well above forecasts of a 12% rise.

n Lowe’s said second-quarter
earnings rose 9.6% to of $832 mil-
lion, helped by tight control over
expenses, though sales disap-
pointed. The U.S. home-improve-

ment retailer’s results and outlook
added evidence that the recovery
in discretionary, big-ticket pur-
chases has slowed.

i i i

Staffing

n Michael Page International, the
U.K.’s second-largest recruiter, re-
ported a 46% increase in first-half
net profit to £41.5 million ($65
million), but said it is mindful of
the risks to a recovery. CEO Steve
Ingham said that while he doesn’t
expect the U.K. government’s pub-
lic-sector job cuts to spill into the
currently growing private sector,
they could hurt confidence.

i i i

Technology

n Dell said it plans to purchase
data-storage company 3PAR for
about $1.15 billion in cash, as the
personal-computer maker seeks to
boost its offerings for corporate
technology departments. For Dell,
which earns about half its revenue
from selling personal computers,
the acquisition is the latest at-
tempt to grab a bigger piece of
corporate spending on data cen-
ters, as IT budgets gradually come
back after the recession.

n Hewlett-Packard’s board de-
cided to oust Mark Hurd after he
reached a sexual-harassment-
claim settlement that directors
thought impeded their probe of
the claim, according to a person
familiar with the board’s thinking.
The settlement between Hurd and
Jodie Fisher was reached Aug. 4
without the board’s knowledge. It
scuttled a mediation session set
for the next day.

n Hulu is exploring an initial pub-
lic offering, according to a person
familiar with the matter, a shift in
strategy for the video site, which
is backed by three large media
companies. Hulu representatives
have met with bankers in New
York to discuss the idea in recent
weeks, according to this person,
who said the company has yet to
decide how to proceed. The com-
pany believes it could go public at
a valuation of about $2 billion,
this person said.

n Apple is facing some early chal-
lenges in its closely watched mo-
bile advertising foray, with some
ad campaigns experiencing delays
as agencies attempt to learn the
new system amid Apple’s tight
control over the creative process,
according to ad executives.

n The parent of Kaedar Electron-
ics, one of the six companies
named in an indictment of an Ap-
ple employee as having paid kick-
backs to land orders from Apple,
acknowledged that the company
did pay brokerage commission to
an intermediate trading company
for its business with Apple be-
tween 2005 and 2008. But it said
it is not sure if the arrested Apple
employee is behind the intermedi-
ate trading company.

n Smooth-Stone, a start-up with
an unusual plan to target the mar-
ket for chips used in server sys-
tems, said it had raised $48 mil-
lion from a combination of larger
chip companies and investors.

BUSINESS WATCH

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

Brian Boyd, the Unite union’s officer for civil aviation, arrives to hold talks with representatives from BAA, which operates six of the U.K.’s biggest airports. Both
parties were holding talks in an attempt to avert strikes that could close the U.K.’s major airports in peak vacation season later this month. Unite and BAA were
optimistic ahead of the meeting, which was to be brokered by the government’s conciliation service, but neither made any promises in a dispute over pay.

Getty Images

In London, airports operator and union seek to avert possible strike
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So when is a pirate not a pirate?
NORFOLK, Va.—Not since Lt.

Robert Maynard of the Royal Navy
sailed back triumphantly to nearby
Hampton Roads in 1718 with the
severed head of Blackbeard swing-
ing from his bowsprit has this Navy
town been so embroiled in the fight
against piracy.

For the first time since the Civil
War, accused pirates will be put on
trial this fall in a federal courtroom.
The defendants are six Somali men
fished out of the Gulf of Aden, be-
tween Somalia and Yemen, in April
after allegedly firing on a U.S. Navy
ship, which blew apart the tiny skiff
they were on.

Prosecuting pirates, rather than
hanging them from the yardarm, is
the modern world’s approach to the
scourge of Somali piracy that has
turned huge swathes of the Indian
Ocean into a no-go zone for com-
mercial vessels.

But there’s a problem: Some
2,000 years after Cicero defined pi-
rates as the “common enemy of all,”
nobody seems able to say, legally,
exactly what a pirate is.

U.S. law long ago made piracy a
crime but didn’t define it. Interna-
tional law contains differing, even
contradictory, definitions. The con-
fusion threatens to hamstring U.S.
efforts to crack down on modern-
day Blackbeards.

The central issue in Norfolk: If
you try to waylay and rob a ship at
sea—but you don’t succeed—are you
still a pirate?

It may seem strange there should
be doubt about an offense as old as
this one. Piracy was the world’s first
crime with universal jurisdiction,
meaning that any country had the
right to apprehend pirates on the
high seas.

The Romans took piracy so seri-
ously they gave near-dictatorial
powers to an up-and-coming general
named Pompey, who soon swept
away piracy in the Mediterranean.
In more recent centuries, European
countries such as Britain cracked
down on pirates—except when en-
listing certain ones, dubbed “priva-
teers,” to help them fight their wars
by raiding enemy ships.

Pirates even spurred the creation
of the U.S. Navy, after Thomas Jef-
ferson erupted over the cost of pay-
ing tribute to the Barbary Corsairs
for safe passage of U.S. merchant
ships.

When Congress dealt with piracy
in a statute in 1819, the crime was
so easy to recognize that legislators
didn’t bother to describe it, just the
punishment. The statute that made
piracy a capital offense (now man-
datory life in prison) simply de-
ferred to “the law of nations.” That
legal punt has kept American jurists
scrambling ever since.

The stage was set for the Norfolk
trial on April 10 of this year when
the USS Ashland, cruising in the
Gulf of Aden about 330 miles off Dji-
bouti, was fired upon at 5 a.m. by
Somali men in a small skiff. The
Navy vessel, an amphibious dock
landing ship, returned fire with 25-
mm cannon, wrecking the 18-foot
skiff and sending its six occupants
overboard.

The Ashland sent a search boat
to recover the Somalis and photo-
graph the smoking hulk of the skiff,
which contained at least one
weapon and what looked like a
grappling hook or anchor. Though
that boat was blasted to pieces,
even when pirate skiffs survive, the
ships they target are often loath to

bring the skiffs aboard. One cap-
tured by a Navy force in 2006, ac-
cording to the judge advocate’s tes-
timony in a subsequent trial in
Kenya, was crawling with “roaches
the size of leopards.”

In Norfolk, the prosecution has
begun its effort to convince the Dis-
trict Court for the Eastern District
of Virginia that the Somalis are
guilty not just of lesser charges but
the main charge of piracy.

“Violent attacks on the high seas
without lawful authority have al-
ways been piracy under the law of
nations, in 1819 and today,” said the
lead prosecutor, Benjamin Hatch, at
a pretrial hearing last month.

“So if one ship fires a bow-and-
arrow,” asked Judge Raymond Jack-
son, “or a slingshot, or a rock, those
are all acts of violence, and thus pi-
racy?” The prosecutor nodded.

The public defender, Geremy Ka-
mens, weighed in. “That a slingshot

fired upon another ship would ex-
pose the defendant to a mandatory
life sentence shows the absurd re-
sult of this reading,” he said. The
defense added that under this defi-
nition, Greenpeace activists could be
considered pirates for their anti-
whaling antics.

The defense lawyers trawled
through history books, coming to
rest upon an obscure 1820 Supreme
Court ruling.

“We have, therefore, no hesita-
tion in declaring that piracy, by the
law of nations, is robbery upon the
sea,” Justice Joseph Story wrote for
the majority in United States v.
Smith. That gave the defense law-
yers their main argument: Piracy is
robbery on the high seas; it isn’t
merely attempted robbery at sea,
which is covered by a separate stat-
ute that the Somalis are charged
with as well.

Since the attack on the Ashland

failed, it wasn’t piracy, the defense
argues, and, therefore, the most se-
rious charge should be dropped.

But the prosecutors, too, have
probed early sources and have
leaned heavily on a 1934 ruling by
Britain’s Privy Council, which pon-
dered the case of a similarly failed
attack at sea, near Hong Kong. In
that case, the jury found the defen-
dants guilty, but said its verdict was
subject to the question of whether it
is really piracy if no actual robbery
occurs. The court in Hong Kong said
it isn’t and acquitted the attackers.

The Privy Council members,
however, ultimately reached a dif-
ferent conclusion. “Actual robbery is
not an essential element in the
crime of piracy,” they said; “A frus-
trated attempt to commit piratical
robbery is equally piracy.”

They added, with more than a
hint of exasperation: “Their Lord-
ships are almost tempted to say that
a little common sense is a valuable
quality in the interpretation of in-
ternational law.”

Piracy’s golden age may have
passed two centuries ago, but it re-
mains a scourge in places like the
Strait of Malacca in Indonesia and
Malaysia, off the coast of Nigeria,
and off the east coast of Africa,
where the disintegration of Somalia
has led to a major resurgence. The
first half of 2010 saw about 200
raids and unsuccessful attacks on
ships, the bulk of them off Somalia.
An estimated 18 ships and their
crews are being held for ransom.

To fight the problem, the U.S.
and the United Nations are counting
on prosecuting pirates. Some U.N.
officials would like to have an inter-
national tribunal. In the meantime,
the U.S. and other countries have
helped Kenya, the closest stable
country to the source, to put scores
of pirates on trial. But Kenyan law is
cumbersome, requiring witnesses to
testify on three separate occasions,
a tough order logistically for mer-
chant sailors. The European Union is

now trying to jump-start Kenya’s pi-
rate prosecutions—the first sen-
tence will come later this
month—but progress is slow.

As a result, attackers captured
by European warships in the Indian
Ocean often are let go for lack of
any real legal recourse. That leaves
courtrooms like the one in Norfolk
as among the best hopes for bring-
ing pirates to justice and deterring
future ones. But even seemingly
clear-cut cases don’t necessarily
pass muster in court.

After a celebrated incident in
April 2009, when U.S. Navy Seals
snipers killed three Somali men
holding an American captain hos-
tage on a small boat after a raid,
rescuing him, the lone Somali survi-
vor of that attack on the Maersk Al-
abama pleaded guilty to lesser
charges in New York, not to piracy.
Indeed, the last U.S. piracy convic-
tion was in 1861.

Now the court in Norfolk must
contend with a motion to dismiss
the piracy charge, which would leav-
ing only such lesser charges as at-
tempted plunder.

The prosecution argues that U.S.
courts should defer to international
law, especially an 1982 U.N. Law of
the Sea treaty the U.S. never rati-
fied. Aping the 1958 Geneva Conven-
tion, it offers a definition of piracy
as any illegal acts of violence, de-
tention or depredation committed
for private ends on the high seas.

Defense lawyers balk at that sug-
gestion. “We do not interpret U.S.
law based on U.N. resolutions, but
rather what Congress meant at the
time,” says the public defender, Mr.
Kamens.

Judge Jackson is expected to
rule soon.

BY KEITH JOHNSON

Captain Edward Teach (1680-1718), otherwise known as Blackbeard. Bottom
left, some of the alleged pirates currently on trial are led into the Federal
courthouse in Norfolk, Va, during indictment proceedings in April.
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ONLINE TODAY: To view an inter-
active graphic mapping history’s
pirates, visit online.WSJ.com.
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Europe

n The World Trade Organization
ordered the European Union to
strike down import tariffs on bil-
lions worth of hi-tech goods or
risk retaliatory trade sanctions.
The trade dispute concerns the
1996 Information Technology
Agreement, an international trade
treaty signed by some 70 coun-
tries which set 0% tariffs on a
wide category of electronic goods.

n Euro-zone inflation accelerated
in July due to higher energy
prices but remained below the Eu-
ropean Central Bank’s target level.
The euro zone’s annual inflation
rate rose to 1.7% in July from 1.4%
in June. On a month-to-month ba-
sis, consumer prices fell 0.3% in
July, after rising 0.1% in June.

n The cost of insuring Irish sov-
ereign debt against default using
credit default swaps hit $300,000,
its highest level since March 2009,
amid concern over the recapital-
ization of the Irish banking sys-
tem. As both insurance premiums
and bond yields rise, more atten-
tion is being paid to Tuesday’s
auction of up to €1.5 billion ($1.9
billion) of government debt.

n In the U.K., Chancellor of the
Exchequer George Osborne is set
to brush aside concerns that the
government’s austerity plans are
draining confidence from the
economy, insisting the govern-
ment must tackle the budget defi-
cit now. In a speech at Bloomberg
L.P. in London Tuesday afternoon,
Osborne plans to signal that the
U.K. government won’t water
down its consolidation plans de-
spite recent economic data sug-
gesting the economic recovery has
lost some momentum.

n Tony Blair, who took Britain to
war in Iraq and Afghanistan, is
donating millions in earnings from
his forthcoming memoir to a char-
ity for injured troops.

n Russia’s wildfires shrank fur-
ther, as forecasters promised
cooler weather for Moscow after
temperatures hit all-time records
in recent weeks.

n In Greece, Dimitrios Ioannidis,
the feared security chief who led a
countercoup against the country’s
military leaders and provoked
Turkey’s invasion of Cyprus in
1974, has died at 87.

i i i

U.S.

n Defense Secretary Robert
Gates plans to step down next
year, Pentagon officials said, a
move that would take away a
powerful voice on U.S. policy on
Afghanistan and cast doubt on re-
cently announced plans to cut the
Pentagon budget. Pentagon offi-
cials cautioned, however, that
Gates’s comments, in an interview
with Foreign Policy Magazine,
don’t amount to an official retire-
ment announcement.

n China was a net seller of U.S.
Treasurys for a second straight
month in June, though it re-
mained the largest foreign holder
of Treasurys.

n Homebuilder confidence
dropped for the third straight
month in August as the struggling
U.S. economy and a flood of cheap
foreclosed properties kept people
from buying new homes.

n President Obama launched a
three-day fundraising trip in
which he will play up his eco-

nomic agenda. With much of
Washington in vacation mode,
Obama is squeezing in a largely
political trip that foreshadows
how he will campaign in the com-
ing weeks—aggressively, in places
where is he wanted.

n Mahmoud Reza Banki, a former
McKinsey management consultant,
was sentenced to two and a half
years in prison for violating the
U.S. trade embargo with Iran by
transferring millions of dollars il-
legally between the two countries.

i i i

Americas

n A Boeing 737 airliner crashed
on landing at a Caribbean island
belonging to Colombia. The plane
broke into three pieces, killing one
passenger of the 131 people
aboard, authorities said.

i i i

Asia

n China surpassed Japan as the
world’s second-largest economy in
the second quarter, putting China
on track to top Japan in full-year
GDP. Second-quarter GDP figures
from Japan show that its eco-
nomic output, at $1.288 trillion,
fell short of the $1.339 trillion
China reported for the three
months ended in June.

n In Pakistan, 3.5 million children
are at risk from cholera and other
diseases because of the slow and
inadequate delivery of flood relief,
the United Nations warned.

n Afghanistan’s president is set-
ting a four-month deadline for
private-security companies to
cease operations in the country,
his spokesman said. President
Hamid Karzai has said repeatedly

in recent months that these com-
panies undermine government se-
curity forces, creating a parallel
security structure.

n Kyrgyzstan government forces
have arrested hundreds of ethnic
Uzbeks and subjected many of
them to torture in the course of
an investigation into ethnic
clashes in the Central Asian coun-
try two months ago, Human
Rights Watch said.

n Iran unveiled a new law man-
dating the production of higher-
enriched uranium and limiting fu-
ture cooperation with an interna-
tional nuclear watchdog, while
Tehran’s top nuclear official laid
out plans for the country’s next
enrichment facility. The announce-
ments appeared to be orches-
trated to refute recent claims by
U.S. officials and others that fresh
sanctions enacted to thwart Iran’s
nuclear ambitions may be weaken-
ing Tehran’s resolve.

n In Cambodia, prosecutors for
the U.N.-backed Khmer Rouge
genocide tribunal appealed for a
longer sentence for the former
chief jailer of the Khmer Rouge.
Kaing Guek Eav, alias Duch, was
convicted of war crimes and
crimes against humanity but was
sentenced to just 19 years in
prison, a judgment that prosecu-
tors said “gives insufficient
weight to the gravity of [his]
crimes and his role and his willing
participation in those crimes.”

n South Korea’s defense ministry
next week will release the full re-
sults of its investigation into the
sinking a South Korean warship, a
step officials hope will quell the
doubts and criticisms that civic
activists in Seoul have raised
about their work.

i i i

Middle East

n Iraqi officials said five people,
including four Iranian pilgrims,
have been killed in a car bomb ex-
plosion north of Baghdad. Police
and hospital officials in Diyala
province said a parked car laden
with explosives detonated near a
bus carrying Iranian pilgrims to
the Iraqi capital.

n The Israeli government is
pressing ahead with plans for a
new road to a large West Bank
settlement. Israel’s Housing and
Construction Ministry said it is
seeking bids for the highway from
Jerusalem to nearby Maaleh Ad-
umim, a settlement of about
35,000 residents.

i i i

Africa

n Rapaport, one of the world’s
largest diamond trading networks,
said it will expel members who
knowingly trade Zimbabwean
stones that have been tainted by
allegations of killings and human-
rights abuses.

i i i

Australia

n Australia’s Prime Minister Julia
Gillard kicked off her center-left
Labor government’s official pitch
for a second term in office with a
focus on the economy and health
care, attempting to carve both out
as areas where Labor has the up-
per hand.

WORLD WATCH

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

Israeli Prime Minister Benjamin Netanyahu, left, met with Greek Prime Minister George Papandreou in Athens, in a reciprocal visit after Papandreou’s trip to Israel last month and at a time of deteriorating
relations between Israel and Turkey, Greece’s neighbor and traditional rival. Security was tight for Netanyahu’s visit—the first ever by an Israeli prime minister to Greece. Papandreou, who also holds the
foreign ministry portfolio, had been an active mediator in Arab-Israeli relations in his previous role as foreign minister nearly a decade ago.

Agence France-Presse/Getty Images

Israel’s prime minister pays first-ever visit to Greece
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EUROPE NEWS

EU’s budget plan draws fire
BRUSSELS—In recent years, the

European Union’s budget has
climbed steadily upward. For 2011,
the European Commission, the bloc’s
executive arm, wants another, mod-
est increase. It is likely to be
disappointed.

The 27 countries that make up
the EU, which are themselves on
tough fiscal diets prescribed by the
commission, are insisting that Brus-
sels swallow its own medicine. Last
week, they demanded that a pro-
posed €142.6 billion ($181.8 billion)
budget shave off some €800 million,
reserving some of their deepest cuts
for the cost of operating the com-
mission and the other EU
institutions.

In many capitals, there is linger-
ing resentment that pay and bene-
fits for the EU’s civil servants tick
higher and the EU’s scope continues
to expand, even as Brussels—in its
role as the bloc’s economic-policy
enforcer—chides countries for their
own deficits.

U.K. Prime Minister David Cam-
eron, in a news conference last week
with his Danish counterpart, Lars
Lokke Rasmussen, also no fan of an
expensive EU, said it would be im-
portant in coming negotiations that
“we both argue to make sure that
the European budget over time is
reduced rather than increased.”

The sharp words presage a testy
September, when Europe’s political
apparatus returns from languid holi-
days and dives into the budgeting
season. The commission has already
sued the European Council—the
body that represents the 27 govern-
ments—for slicing in half a 3.7% pay
increase to civil servants that was
supposed to take effect last year.

There are also likely to be fights
over the cost of the European Exter-
nal Action Service—the EU’s new
diplomatic corps—which isn’t bud-
geted at all, though it is expected to
be up and running next year. Offi-
cials say the body will draw staff
from other parts of the EU, and from
national governments, but the com-
mission allows that it “may not be
entirely budgetary neutral.”

For its part, the commission says
the EU has grown in scope, and thus
needs more funding to keep up with
its demands. Many of its expenses
stem from multiyear programs. A
spokesman points out that the com-
mission has a “zero-growth” policy
in place for its own staff.

The EU’s budget is a complicated
beast. About a quarter of its expen-
ditures are financed by customs du-
ties and sales taxes collected by

countries. The rest is directly filled
in by national governments, more or
less in proportion to their economic
size. (To make things more compli-
cated, the U.K. gets a special “re-
bate” of about €4 billion this year.)

For years, the commission has
floated ideas that would bring more
money directly to Brussels. They
rarely get off the ground. In a news-
paper interview last week, Budget
Commissioner Janusz Lewandowski
suggested—as he had before—that
taxes on aviation or financial trans-
actions could be used to fund the EU
and reduce countries’ contributions.
It drew swift scorn from London and
Berlin.

Nearly half of the cash that is
collected by Brussels goes right back
out as agriculture subsidies and
other payments to farmers and
landowners.

The rest is spent on subsidy pro-
grams for poorer EU countries.

Much attention is focused on a
relatively small piece of the bud-
get—the roughly €8 billion in ad-
ministrative costs to run the EU’s
institutions and agencies. The com-
mission asked for €8.3 billion for
2011, a rise of 4.4%. The European
Council last week cut that down to
€8.1 billion, or a 2.5% increase. The
red pen struck particularly on the
commission’s own budget.

Under procedures being used for

the first time this year, the Euro-
pean Parliament will this fall make
its own adjustments to the commis-
sion’s proposed budget. The parlia-
ment’s numbers then must be recon-
ciled with the figures approved last

week by the European Council.
The parliament is likely to want

more spending than the council. It
will be a tough fight: Some coun-
tries aren’t happy even with the
council’s lowered numbers.

BY CHARLES FORELLE

EU flags outside the European
Commission headquarters in Brussels.
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Blair plans
to donate
book funds
to troops

LONDON—Tony Blair, who took
Britain to war in Iraq and Afghani-
stan, is donating millions in earn-
ings from his coming memoir to a
charity for injured troops.

The Royal British Legion said
Monday that the former prime min-
ister agreed to give all proceeds
from “A Journey” to its Battle Back
Challenge Center. The center opens
in 2012 and will provide state of the
art sports facilities and rehabilita-
tion services for seriously wounded
personnel.

Publisher Random House paid an
estimated $7.5 million for Mr. Blair’s
personal account of his time in
power, due to be published next
month.

Mr. Blair’s spokesman Matthew
Doyle said Monday that Mr. Blair’s
donation includes the advance and
all royalties.

Chris Simpkins, director-general
of the Royal British Legion, said the
organization “is delighted to accept
this very generous donation.”

Mr. Blair, 57 years old, stepped
down in June 2007 after a decade
that included a historic peace ac-
cord in Northern Ireland, a deeply
unpopular war in Iraq and a con-
tinuing conflict in Afghanistan.

He remains a controversial fig-
ure. Families of some of the hun-
dreds of British troops killed in Iraq
and Afghanistan have criticized Mr.
Blair for earning millions from the
book and public speaking since leav-
ing office.

Antiwar activists say they will
protest during Mr. Blair’s book sign-
ing at a large bookstore in central
London on Sept. 8, and security will
be tight. Customers have been told
they can’t take their mobile phones
into the venue and no one is allowed
to take photographs of Mr. Blair.

Mr. Blair has been at the center
of numerous books, notably “The
Blair Years,” by former press secre-
tary Alastair Campbell, and the re-
cently published memoir “The Third
Man,” by Labour Party insider Peter
Mandelson.

He was also the inspiration for
the former prime minister dogged
by allegations of war crimes in Rob-
ert Harris’ thriller “The Ghost,”
which was turned into a film by Ro-
man Polanski.

Associated Press

European Pressphoto Agency

Former U.K. Prime Minister Tony Blair
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The price of Europe
Countries contribute to the EU's
expenses roughly in proportion
to their economic heft. Over the
years, the EU's budget has
ticked up steadily.

Wariness returns to European bond markets
starting to buy euro-zone govern-
ment bonds in a bid to prop up the
market. The ECB’s purchases have
declined from more than €16 billion
in the first week of its program to
about €10 million last week.

While the euro has slipped again
against the U.S. dollar, its declines
haven’t been as violent as when Eu-
rope’s debt woes flared up in the
spring.

Last week, Greece reported that
it slipped even deeper into recession
in the second quarter. Spain and It-
aly barely eked out a positive eco-
nomic growth reading. But Germany,
Europe’s biggest economy, expanded

Continued from first page at a sharp 2.2% clip from the first
quarter, the fastest pace since reuni-
fication in 1990.

Ireland has been under particular
pressure in recent days. Ireland’s
deficit is equivalent to well over 14%
of its gross domestic product—the
euro zone’s biggest—and is likely to
widen given its additional banking
bailouts.

“As global risk increases, [Eu-
rope’s] periphery gets hit, and Ire-
land has been hit harder than the
other countries because of the bank-
ing issues,” said Brian Devine, an
economist at NCB Stockbrokers in
Dublin.

On Monday, Ireland’s credit-in-

surance costs hit their highest level
since March 2009 despite comments
by Irish central bank chief Patrick
Honohan that the bailout costs were
a “manageable sum.” It now costs
about $305,000 a year to insure $10
million of Ireland’s government
bonds against default for five years
compared with less than $200,000
in early August.

Ireland now also pays an interest
rate of 5.43% to borrow cash for 10
years, a premium of 3.1 percentage
points over Germany’s borrowing
rate.

Some observers said the recent
weakness has less to do with new
problems than with the performance

of Germany’s bonds,.
As worries about the strength of

the global economy have deepened,
investors have retreated from stocks
and piled into safe havens such as
U.S. Treasurys, British government
bonds and German bonds, pushing
up their prices and sending the
yield on the 10-year German bond to
a paltry 2.33%.

“Germany is making everyone
else look worse, especially the pe-
ripherals,” said Scott MacDonald,
head of research at brokerage and
money-manager Aladdin Capital in
Stamford, Conn.

—Mark Brown
contributed to this article.
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Near Lake Tahoe, Bubba goes wild
Bear is blamed for at least 50 home invasions and his crime spree isn’t over; so tough, bullets bounce off his head

I N HOT pursuit of a notorious bur-
glar along the shores of Lake
Tahoe this year, Carl Lackey or-

ganized a night patrol to catch the
perp. His tools included a fire extin-
guisher, pepper spray and two dogs
that respond only to commands in
Russian.

“These dogs were bred to hunt,”
says Mr. Lackey, 45 years old.

Mr. Lackey’s nemesis: a 320-kilo-
gram black bear dubbed Bubba.

The bear has been a longtime
target for Mr. Lackey, a biologist
with the Nevada Department of
Wildlife. Recently, his quest search
took on greater urgency.

Driven from the mountains by
the 2009-2010 winter—the snowiest
in five years—and feeding off the
garbage left by tourists, Bubba is
living large on Lake Tahoe’s shores.
The bear has broken into at least 50
homes in search of food the past
year, causing more than $70,000 of
damage, and leaving stinky, basket-
ball-size deposits as his calling card.

So Mr. Lackey has ramped up his
bear-catching techniques, deviating
from his usual strategy of just lay-
ing traps by going on 3 a.m. patrols.
This past winter, he placed a shoot-
to-kill order, declaring Bubba dan-
gerous and saying the bear “needs
to go out of the population.”

Bubba isn’t the only bear on a
tear. Across California and Nevada,
last year’s harsh winter forced bears
across California and Nevada down
from the mountains in search of
food.

In May, Mr. Lackey says one bear
killed eight sheep and goats in a sin-
gle incident in Carson City, Nev.
That same month, he says, another
bear broke into a garage in Gard-
nerville, Nev., and got stuck in a
Mercedes, surprising the car’s
owner when he found the vehicle
occupied the next morning.

And in July in Yosemite National
Park, bears caused $67,915 of dam-
age in just one week by raiding
parking lots, campgrounds and
other areas, according to the Na-
tional Park Service. In comparison,
last year bears caused only an aver-
age of $1,500 in damage per week.

At Lake Tahoe, Mr. Lackey and
other biologists have killed 13 bears
so far this year, triple the normal
average by August. Bubba, double
the size of the average adult black
bear, has proven remarkably elusive.

Some of Bubba’s exploits and es-

capes are the stuff of legend. In one
incident in mid-2009, a bear match-
ing Bubba’s description confronted
a frightened homeowner, who told
officials that he shot the bear be-
tween the eyes with a .44 Magnum.
The bullet apparently bounced off
the bear’s skull, leaving him
wounded but still alive, Mr. Lackey
says.

Bubba and his pals have their
sympathizers. The Bear League, a
nonprofit bear-safety organization,
says techniques like sounding air
horns could be used instead of le-
thal ones. Executive director Ann
Bryant says government agencies
like Mr. Lackey’s dispatch animals
far too often in order to be seen as
“heroes.”

“We don’t believe it’s appropri-
ate to just start killing bears for fol-
lowing their noses to food,” says
Ms. Bryant.

Mr. Lackey makes no apologies.
“We value every bear’s life, obvi-
ously, but when they’re breaking
into homes, breaking into cars, do-
ing that kind of damage, they’re a
public safety threat,” he says.

Thus the late-night patrols with
his two Karelian dogs, Stryker and
Rooster, who are trained to chase

bears up trees where they can then
be tranquilized or exterminated.

Mr. Lackey got Stryker in 2001
from a breeder in Montana; Rooster
is Stryker’s son. Mr. Lackey says he
addresses them in Russian because
they are “unique dogs, and they de-
serve a unique command.” Using
Russian also avoids the possibility
of confusing other nearby dogs, he
says.

Mr. Lackey joined the Nevada
Department of Wildlife in 1993 after
graduating from the University of
Nevada at Reno with a degree in re-

newable natural resources and an
emphasis on wildlife management.
His job largely consists of respond-
ing to bear incidents, as well as tag-
ging the bruins with colored tags to
determine how the population is
changing.

Mr. Lackey’s quest for Bubba be-
gan in late 2007 when locals began
reporting seeing an “enormous”
bear breaking into trash cans. At
first, he was skeptical. “People who
see a bear at night tend to describe
the animal as being bigger than it is
in real life,” he says.

A few months later it became
clearer the same bear was showing
up time and again. In addition to
some markings, its method of attack
is consistent. Bubba-related inci-
dents are easily identified by a ga-
rage door that appears “punched
in,” says Mr. Lackey.

Over the next two years, he set
traps. That wasn’t enough, however.

Last year, Bubba incidents began
accelerating partly because of the
weather, and partly because the re-
covering tourism economy brought
more people—and trash—into the
area.

Last Thanksgiving, Bubba broke
into a Presbyterian church in Incline
Village and devoured more than 20
jars of peanut butter that were to be
given to the poor, among other
things. Rev. Dick Randall, pastor of
the Village Church, emailed the con-
gregation and asked them to pray
for the bear to be relocated, rather
than killed.

“I just wanted to be Christian
about it,” says Rev. Randall.

Recently, Mr. Lackey has been
spending his free time brainstorm-
ing new ways to catch Bubba. That’s
fine with his wife Heather, a former
rattlesnake extractor who owns Car-
son Creature Catchers, a nuisance-
wildlife-control company based in
Carson City.

“It just seems normal to us,”
says Mrs. Lackey, 36, adding that
hunting an elusive animal like
Bubba can be extremely challenging.
“I spend my time chasing skunks
and bats, so I know how frustrating
it can be.”

BY MARIE C. BACA
Incline Village, Nev.

Bears are increasingly seen in populated areas around Lake Tahoe. Above, a bear found leftovers in 2007.
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A cub in a convertible in Stateline, Nev., in 2006.

WSJ.com
ONLINE TODAY: See a video about
Bubba and the other bears prowl-
ing Lake Tahoe at WSJ.com/US.
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Russia tussles over putting out fires
Plan to flood peat bogs would meet opposition from dacha dwellers; solution may involve adding water to canals

SHATURA, Russia—The noxious
smoke that has smothered Russia’s
capital for much of this summer bil-
lows from dried-up peat bogs like
the one under a hamlet known as
Settlement 17. It consists of two log
cabins.

Hardly a flame is visible. Yet fire-
fighters have spent days battling a
stubborn subterranean blaze, criss-
crossing the 10-hectare field with
hoses and blasting away as plumes
of smoke rise from the blackened
surface. Tamed in one spot, the
menace spreads below ground and
emerges hundreds of feet away.

Russian officials say the only
sure way to stop the peat fires is to
flood the land, restoring its natural
swampy state. Prime Minister
Vladimir Putin has indicated sup-
port for such an approach, but there
is one obstacle: Those tinderbox
patches on Moscow’s eastern edge
are home to about half a million
people in 10,000 scattered dacha
communities. Few of them care to
leave.

“We have no moral right to flood
them out,” said Andrei Keller, chief
of the Shatura district administra-
tion, 124 kilometers east of Moscow.
“We’ll find other ways to control the
fires.”

As Russia endures a summer of
record heat, forest fires and crop
failures, its leaders have cast blame
on natural forces. The peat fires, on
the other hand, are the legacy of de-
cades of misguided management of
vast tracts of countryside, scientists
and historians say.

Starting in 1918, Soviet engineers
drained the swamps to supply peat
for electric power plants. Four de-
cades later, the plants began replac-
ing peat with newly discovered nat-
ural gas from Siberia. As the
peat-mining industry died out, no
one bothered to reflood the bogs.

Then, in the mid-1980s, the So-
viet authorities gave away parts of
the desiccated land, near Moscow
and other cities, to thousands of ur-
ban dwellers so they could build
weekend cottages. They have clung
to their dachas even as peat fires
have broken out each summer, usu-
ally sparked by careless smokers
and campers. Fires near Moscow in
2002 and this year were particularly
intense.

“We are now paying the price for
a barbaric attitude toward nature,”
said Ivan Sudnitsyn, a biologist and
member of Russia’s Academy of Nat-
ural Sciences.

Peat bogs are compressed layers
of rotting vegetation formed over
tens of thousands of years. In
Shatura, some are as deep as seven
meters. When ignited, they burn
more slowly than a typical forest
fire but consume as much as 10
times as much biological mass per
acre, give off a lot more smoke and
are harder to extinguish. All coun-
tries with peat, including the U.S.
and Canada, have such fires, but
many of them smolder in remote ar-
eas, drawing little public attention
or outcry.

Driven by strong easterly winds,
smoke from peat fires has wreaked
havoc on Moscow this summer,
prodding officials to revive an unful-
filled plan drafted after the 2002
fires to reflood the peat mines.

Because a peat fire generates
less heat than a surface fire, the
smoke stays near the ground. In

Moscow, peat smoke has delayed
flights at airports, shrouded Red
Square and other landmarks in a
milky-white haze and seeped into
homes and offices, slowing eco-
nomic activity and jeopardizing the
health of millions.

Russia’s wildfires shrank further
in area Monday, as forecasters
promised cooler weather for Mos-
cow after record temperatures in re-
cent weeks.

On Sunday, northerly winds that
had cleared Moscow’s air late last
week shifted again, bringing the
smoke back and driving the concen-
tration of air contaminants to five
times the normal level. “There are a
lot of really nasty things that are
given off when peat is burned—car-
bon monoxide, sulfates, nitrous ox-
ide,” said Lisa Curran, a Stanford
University professor of environment
and anthropology who studies peat
fires. “They cause respiratory prob-
lems and burning eyes when smoke
is in the air.”

The peat-fire smoke that had
covered Moscow mostly cleared
Monday.

The Moscow region has 200,000
hectares of peat bogs, 60,000 of
which were drained, harvested and
abandoned, according to Torfge-
ologiya, a geological research enter-
prise. Russia’s Emergency Situations
Ministry has recorded 482 peat fires
this summer on 523 hectares of
dried-out bogs within 160 kilome-
ters east of the capital.

Here in Shatura, firefighters
were battling two peat fires, the one
at Settlement 17 and one at the edge
of a larger dacha community, Ro-
sinka 3. One group poked needlelike
nozzles deep into the ground and
pumped in water. Another separated
into several two-man teams and
sprayed high-powered jets at scat-
tered plumes of smoke.

Residents of both communities
had been evacuated safely, except
for a few who remained at Rosinka
3 to help firefighters defend the set-
tlement’s dozens of dachas. None of
the dachas burned. But the fires
have put the communities’ survival
in question.

The revived flooding plan, sub-
ject to federal approval, calls for

$670 million in spending over the
next three years. Officials haven’t
specified which inhabited areas, if
any, would be evacuated and put un-
der water.

Any evacuation order would
likely meet resistance here. Like
denizens of Louisiana’s coastal wet-
lands who cling to their homes
through seasons of hurricanes, the
dacha owners of Rosinka 3 are a de-
fiant lot.

“Sure these fires are dangerous,
but this is our land and we love it,”
said Alexander Pavlov, a 54-year-old
transport-company worker from
Moscow, lighting a cigarette in the
foul air as firefighters worked a
patch near his dacha. “If they want
to flood the land, let them build a
lake over there, away from our
homes,” he said, pointing to a
smoky forest clearing. “We could
stock it with fish.”

Environmentalists are divided on
the extent of flooding needed. Evg-
eny Sharts, World Wildlife-Russia’s
director of conservation policy, ad-
vocates a full evacuation of the old
peat mines.

“We’re talking mainly about peo-
ple who are not very wealthy and
who have small dachas in marginal
areas,” he said. “We need to spend
money to give new land to these
people. Otherwise, we’ll face the
same high risks of new fires each
summer.”

But Tatyana Minaeva, Russian
coordinator of the Dutch-based Wet-
land International Program, said the
plan could be engineered to flood as
much land as possible without up-
rooting people. That’s the approach
favored by Mr. Keller, the top
elected official for the Shatura dis-
trict’s 160,000 people.

In an interview, he said it is

more important to raise the water
level in the extensive network of ca-
nals that were dug decades ago to
drain the bogs into a river. More
water in the canals would enable au-
thorities to wet down the old mines
more frequently and fight fires
when they erupt.

To achieve this, he said, local au-
thorities need money from Moscow
to replace dam-like barriers that
were stolen from the canals as they
fell into disuse over the years. “We
need to keep as much water on the

territory as we can, so that we’ll be
able to use it effectively next spring
when the peat gets dry and the fires
start again,” he said. “But we don’t
want to turn Shatura back into a
swamp.”

Separately, the agricultural re-
search firm SovEcon on Monday
said Russia’s grain harvest may slip
below 60 million metric tons in 2010
amid the heat and drought. It cut its
grain-output forecast to between
59.5 million and 63.5 million tons,
from between 70 million and 75 mil-
lion tons earlier. The firm also said
Russia’s barley harvest may fall to
between 8.7 million tons and 9.3
million tons, the smallest harvest in
40 years.

—William Mauldin
contributed to this article.

BY RICHARD BOUDREAUX

Civil defense students help in the effort to extinguish fires on peat bogs near
the town of Shatura, 120 kilometers southeast of Moscow, last week.
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Plans to flood the areas
have met resistance. ‘Sure
these fires are dangerous,
but this is our land and we
love it,’ said a resident of a
threatened dacha.
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Mesut Özil, who starred for
Germany at the World Cup and
is now a transfer target for
some of Europe’s leading clubs,
is poised to face Sampdoria in
the first leg of Werder
Bremen’s Champions League
playoff Wednesday.

If Mr. Özil features, he would
become ineligible to play for
another team in the
competition, thereby increasing
his chances of remaining with
the German club.

Werder, a regular participant
in UEFA competitions, is 8/13
favorite to qualify and has
greater Champions League
experience than Sampdoria,
which lost in the 1992 final in
the club’s only other European
Cup campaign. No Italian side
has won at the Weser-Stadion
and Werder, third in last
season’s Bundesliga, looks good
at 4/5 to win the opening
encounter, with Sampdoria as
long as 4/1 for victory.

However, Sampdoria could
be worth backing to qualify if
the scores remain close after
the first leg: The Italian club
finished fourth in Serie A last
term and was unbeaten at
home throughout the campaign.

In Tuesday’s games,
Tottenham Hotspur, at 8/11, is
the only away team favored to
win its first leg. Against
Switzerland’s Young Boys,
Tottenham is as short as 1/10
to win the match, but there
could be value in laying Spurs
for tonight’s fixture at 4/5
Betdaq or Betfair.

It is Tottenham’s first
European Cup campaign since
1961-62, while Young Boys beat
Fenerbahçe in the previous
round and plays on artificial
turf—a surface which is
unfamiliar to English sides.

Tip of the Day

4

Source: Infostrada Sports
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Tottenham does the double
Club’s new signing isn’t a player but another shirt sponsor as teams target package deals

At this early point of the football
season, before injuries and suspen-
sions have piled up or fatigue set in,
it’s common for coaches to make
sweeping changes to their team se-
lections from one game to the next.

But when Tottenham Hotspur
takes on Young Boys, of Switzer-
land, in the first leg of its UEFA
Champions League playoff tonight,
the most significant change to the
Spurs lineup from Saturday’s Pre-
mier League opener won’t be on the
teamsheet, but on the front of its
jerseys.

For the first time, Spurs will ex-
hibit the name of Investec PLC on
its shirts, part of a new commercial
strategy that sports marketers be-
lieve could transform the landscape
of shirt sponsorship for Europe’s
major clubs.

Exhibiting corporate logos on the
front of football shirts is nothing
new, but Tottenham’s uniforms will
carry a different name from the one
that was emblazoned on the front of
the team’s shirt just four days ear-
lier, part of the club’s new policy to
negotiate different sponsors for
each competition the team plays in.

Last month, Tottenham an-
nounced a deal with Autonomy
Corp. to place the FTSE 100 soft-
ware company’s name on the front
of its uniforms in each of the team’s
38 Premier League games. Under
the terms of the deal, Autonomy
will pay Spurs roughly £8 million
($12.5 million) a season for two
years, with an option for an addi-
tional year, according to people fa-
miliar with the arrangement.

On Monday, however, the team
unveiled a second new partnership
for the season: a two-year agree-
ment with Investec, which will see
the bank’s logo splashed across the
front of the team’s jerseys in each of
its cup games, beginning with Tues-
day night’s Champions League game
in Bern. Tottenham, which will also
play in English football’s FA Cup and
League Cup, is the first English club
to offer separate sponsorship deals
for different competitions.

The two deals, which also in-
clude other advertising such as
pitchside boards, represent a com-
bined package that is among the
most lucrative in the Premier
League and could kickstart a trend
for dual sponsorships among Eu-
rope’s biggest teams, which can of-
fer a minimum of six high-profile
Champions League group games to
potential partners.

“Packaged deals like this are only
going to gather pace,” said Nigel
Currie, a director at London-based
sponsorship consultancy BrandRap-
port. “The Premier League has be-
come so big, and there are so many
games that there’s more than
enough exposure for one brand.

“The logical step is for teams to
squeeze more out of the media
space it has available.”

If successful, the approach could
generate more commercial revenue
for top clubs and inspire some of
Europe’s leading teams to follow
suit.

Yet the dual deal isn’t just about
short-term financial gain. By offer-
ing its commercial partners differ-
ent packages of games, the strategy
could add value for both club and

sponsor by creating individually
customized properties, said Antony
Marcou, managing director of Lon-
don-based media-rights firm Sports
Revolution.

While many Premier League
sponsors are attempting to capital-
ize on the league’s popularity in
Asia, where a time difference be-
tween five and nine hours means
Saturday afternoon games are
screened on prime-time Saturday
night television, all European and
many domestic cup games are
played at peak time in Europe.

Separate deals offer sponsors the
chance to cut waste and reach their
main target audience, Mr. Marcou
said. “The individual sponsors can
get what they want and the club can
get a bigger price,” he said. “Every-
one’s happy.”

This move comes at a time when
many sports are struggling to raise
money through sponsorship. The
global economic crisis has taken a
bite out of sports marketing budgets
as many advertisers have cut their
spending.

Manchester United and Liver-
pool, England’s two most decorated
clubs, both signed major new shirt
sponsorship deals this year with
Aon Corp., the insurance firm, and
the bank Standard Chartered PLC
respectively, but other clubs have
had to be more resourceful in their
attempts to find shirt sponsorships,
which typically make up between 2%
and 10% of total club revenues, ac-
cording to industry analysts.

“These new schemes are driven
by commercial requirements,” said
Tim Crow, chief executive of U.K.-
based sports sponsorship consul-

tants Synergy. “A lot of teams have
gone to market but haven’t found
the kind of money they’re after. So
they have to be creative.”

In English football’s second tier,
Middlesbrough will sell its shirt
sponsorship for the season on a
monthly basis after failing to find a
permanent replacement for its pre-
vious jersey sponsor, the satellite
navigation manufacturer Garmin.

The new strategy will offer com-
panies the chance to buy advertising
space in 10 monthly slots over the
season, the first time a club has ad-
opted such a model. The team
opened the season with the corpo-
rate logo of construction industry
manufacturer Deepdale Solutions
Ltd on its uniform and is in discus-
sion with a number of other brands
to adorn its uniforms next month.

“It has been heartening how well
this new concept has been re-
ceived,” said Neil Bausor, the club’s
chief operating officer.

Earlier this year, West Bromwich
Albion sold its shirt sponsorship on
a game-by-game basis after failing
to find a permanent replacement for
telecoms brand T-Mobile. The club,
which won promotion to the Pre-
mier League last May, signed a long-
term agreement with U.K. repair
and maintenance group Homeserve
PLC this summer after two seasons
without a permanent sponsor.

“The biggest teams don’t need to
split up their shirt sponsorship be-
cause there are enough firms want-
ing to take the whole lot,” said Mr.
Marcou. “But for clubs who find
their aspirations aren’t matched by
any particular brand, this could be
the way forward.”

BY JONATHAN CLEGG

Autonomy Corp. will sponsor Tottenham’s jersey in league games, while Investec PLC will sponsor the team for cup matches
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U.S. NEWS

U.S. Defense chief plans
to step down next year

WASHINGTON—Defense Secre-
tary Robert Gates plans to step
down next year, Pentagon officials
said Monday, a move that would
take away a powerful voice on U.S.
policy on Afghanistan and cast
doubt on recently announced plans
to cut the Pentagon budget.

By broadcasting his intentions
well in advance, Mr. Gates is giving
the Obama administration consider-
able time to find a successor prior
to the 2012 presidential election.

Pentagon officials cautioned,
however, that Mr. Gates’s comments,
in an interview with Foreign Policy
magazine released Monday, didn’t
amount to an official retirement an-
nouncement. “This is not Bob Gates
announcing his retirement,” said
Pentagon spokesman Geoff Morrell.
“This is the secretary musing aloud
about when it makes sense for him
to bow out to make sure there is

enough time on the clock for his
successor to be effective.”

As the only member of President
George W. Bush’s administration
serving in President Barack Obama’s
cabinet, Mr. Gates has long been ex-
pected to step down during Mr.
Obama’s first term.

The announcement provides the
most specific time frame to date for
Mr. Gates’s departure. However, Mr.
Gates has spoken publicly in the
past about leaving, and Mr. Obama
persuaded him to stay on into 2011.

It is also unclear if Mr. Gates will
leave as soon as next year if Mr.
Obama asks him to extend his tenure.

“Bob Gates has been a failure at
retirement, and it remains to be seen
if 2011 will be any different, because
every time he has seriously contem-
plated leaving, his sense of duty and
responsibility has trumped his desire
to return home,” Mr. Morrell said.

With a yearlong window set for
his departure, it’s not clear whether
Mr. Gates will stay until the U.S. is

scheduled to begin the drawdown of
troops in Afghanistan in July.

He recently embarked on a
sweeping set of cost-cutting mea-
sures in anticipation of tighter bud-
gets in future years. Those plans,
which seek to squeeze $100 billion
out of the budget over five years
and include eliminating a combatant
command, have already come under
fire from lawmakers, so it’s unclear
whether those cuts will truly take
hold once he leaves.

Mr. Gates, 66 years old and a for-
mer director of the Central Intelli-
gence Agency, was called back into
government service by then-Presi-
dent Bush in 2006 to succeed then-
Secretary Donald Rumsfeld and turn
around the war in Iraq.

He presided over the surge of
troops in Iraq that has been cred-
ited, in part, with turning the tide
there.

The U.S. is scheduled by the end
of the month to draw down its
forces to 50,000 troops.

BY SIOBHAN GORMAN
AND ADAM ENTOUS

Defense Secretary Robert Gates, who presided over the troop surge in Iraq, spoke to soldiers in Kirkuk, Iraq, in December.

Bank lending begins to ease
U.S. bank lending conditions be-

gan to ease in the second quarter,
the Federal Reserve said in a report
published Monday, providing some

hope for an economic recovery that
appears to be losing momentum.

For the first time since the end
of 2006, the Fed’s quarterly Senior
Loan Officer Survey found some
easing of standards on commercial
and industrial loans to small compa-
nies.

Separately, an industry measure
of U.S. home builder confidence con-
tinued to stagnate in August, as eco-
nomic uncertainty kept buyers at
bay despite low mortgage rates.

The Fed survey, based on re-
sponses from 57 domestic banks and
23 U.S. branches of foreign banks,
found the improvement was focused
at big U.S. banks—which had been
keeping credit very tight following
the financial crisis—mainly as a re-
sult of competitive pressures.

“While the survey results sug-
gest that lending conditions are be-
ginning to ease, the improvement to
date has been concentrated at large
domestic banks,” the U.S. central
bank said.

Lending in financial markets
nearly came to a standstill following
the collapse of Lehman Brothers in
September 2008, forcing the Fed to
step in by flooding the financial sys-
tem with cash by buying govern-
ment debt and mortgage-backed se-
curities. Despite the huge reserves
accumulated by banks, credit has re-
mained tight amid weak demand by
households and firms facing an un-
certain economic outlook. The U.S.
economy slowed sharply in the sec-
ond quarter from the first quarter.

The National Association of
Home Builders on Monday said its
housing-market index, which mea-
sures builders’ attitudes toward
sales prospects for single-family
homes, fell to 13 in August. The
reading is down from 14 in July and
the lowest since March 2009. A
reading above 50 indicates more
builders view sales conditions posi-
tively than see them negatively.

—Tom Barkley
contributed to this article.

BY LUCA DI LEO
AND MEENA THIRUVENGADAM

Getty Images

Economic stress
has a way of
bringing
underlying
tensions and
suppressed

emotions to the surface, for
people and nations alike. That’s
certainly true for the U.S., where
economic anxiety tends to bubble
up in three related forms:
isolationism, protectionism and
anti-immigration sentiment.

Sure enough, as if on cue,
whiffs of all three are in the air
this summer, a natural byproduct
of a long-slumping economy
showing precious few signs of
bouncing back to full health. The
real question isn’t why these
feelings are in the air—that’s
obvious enough—but which
leaders in both political parties
will push back against them, in
this fall’s campaign and beyond.

The most obvious example is
the capital’s newly revived debate
over immigration. That debate has
just taken a strange new twist in
the form of calls to modify the
provision of the Constitution’s
14th Amendment that guarantees
citizenship to children—including
babies of illegal immigrants—born
on American soil.

The Senate’s Republican
leaders have called for hearings to
explore changing the way the
amendment is implemented to
block citizenship for offspring of
illegal aliens—a call that got a
rocket boost last week from a
report by the Pew Hispanic Center
saying that one in 12 babies in the
U.S. are born to illegal
immigrants.

The push may be coming
mostly from Republicans, but it
has a strange bipartisan twist. It
turns out that the Senate’s top
Democrat, Majority Leader Harry
Reid, back in 1993 sponsored a bill
that also included a provision to
block citizenship for children of
illegal immigrants. Sen. Reid later
called the bill a mistake and
profusely apologized for offering
it. Now, locked in a tough re-
election campaign in which he
badly needs Hispanic votes in his
home state of Nevada, he’s chiding
Republicans for advancing an idea
he once proposed.

If that debate is a sign of a
certain nativist emotion bubbling
to the surface, the related impulse
to withdraw inside America’s
borders isn’t far behind. On both
the liberal left and the libertarian
right, for example, the calls to
simply vacate Iraq and
Afghanistan are rising.

Beyond that, Rep. Barney
Frank, chairman of the House
Financial Services Committee, has
tied the slumping economy
directly to a desire to withdraw
troops elsewhere as a way to save
money.

“I don’t see why we need
troops in Okinawa, why we need
troops in Germany, why we need
troops in Italy,” Rep. Frank said in
a recent interview on National
Public Radio. “And people have
said to me, well…that’s what you
do with allies, you have troops in

their country. Well, if that’s the
case, where are the Belgian troops
in Arizona? Where are the French
troops in South Dakota?”

In fact, the impulses to
withdraw troops and to stop
illegal immigration are merging
neatly right now, as some call for
bringing troops home to station
them instead along the U.S.-
Mexico border.

Of course, simply calling for
drawing down troops abroad
doesn’t amount to isolationism.
But one of the reasons Defense
Secretary Robert Gates is pushing
so hard to find other ways to cut
the defense budget is to prevent
economic stress from translating
directly into a broad reduction in
America’s global troop structure.

Meanwhile, the rise of
economic protectionism is more
subtle.

“I do think hard economic
times bring out tendencies toward
economic isolationism, which
manifests itself in both active or
passive protectionism,” says
Robert Kimmitt, a veteran of
international economic policy
making who served as deputy
Treasury secretary under
President George W. Bush. “And
that protectionism extends to
both trade and investment.”

Mr. Kimmitt says he sees some
signs of active protectionism in a
“Buy American” movement now
taking shape in Washington, and
passive protectionism in the lack
of movement on free-trade
treaties pending with South
Korea, Panama and Colombia.

Less obvious but perhaps more
worrisome is the impulse to
restrict the flow of investment
back and forth across America’s
borders. Signs of that impulse are
popping up in calls to use tax
penalties to restrict overseas
investments by American firms, in
the name of a politically appealing
effort to stop the export of
American jobs.

Some bipartisan moves are
afoot to keep such
emotions—natural enough at a
time like this—under control. A
bill President Barack Obama
signed into law last week to
toughen border security actually
may help soothe passions; better
border security can head off some
uglier forms of anti-immigration
sentiment.

But the most encouraging
move is President Obama’s recent
pledge to complete the long-
languishing free-trade deal
pending with South Korea. Of
course, saying that and actually
doing it, in the face of union
opposition, are two different
things. The real test comes in the
next few months.

Write to Gerald F. Seib at
jerry.seib@wsj.com

[ Capital Journal ]

BY GERALD F. SEIB

Concerns about economy
feed impulse to look inward

The real question isn’t why
these feelings are in the air,
but which leaders in both
political parties will push
back against them, in this
fall’s campaign and beyond.
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H-P ouster offers ‘teachable moment’
Ethics advisers are seeing renewed interest in how to monitor expense reports; often involves making judgment calls

Firms that help companies
thwart expense-report violations
say they’re seeing more interest in
their services since irregularities
prompted the ouster of former
Hewlett-Packard Co. chief Mark
Hurd earlier this month.

Ethics advisers and hotline sell-
ers say they’re getting more inquir-
ies about expense reporting. The
Ethics and Compliance Officer Asso-
ciation, a professional group, said
traffic to the expense-report advice
section of its website is up 30% to
40% in the past week. The renewed
interest comes after many compa-
nies tightened expense-report re-
quirements in the past two years to
cut costs. “Companies will often use
very public cases as a teachable mo-
ment to remind employees why cer-
tain policies are so important,” said
Patricia Harned, president of the
Ethics Resource Center, a nonprofit
ethics-research organization.

For employers, punishing ex-
pense violations often involves judg-
ment calls. A first-time mishap, un-
less it involves flagrant stealing or
an employee getting caught in a big
lie, rarely results in firing, ethics
consultants say. Employers normally
issue an informal warning instead,
said David Gebler, president of
Sharon, Mass.-based ethics consul-
tant Skout Group LLC.

A second offense, however,
would likely result in an official cen-
sure for the employee’s file, and a
third could lead to firing, Mr. Gebler
said.

Offenses by senior executives are
sometimes viewed more harshly be-
cause they are supposed to be set-
ting examples. Even when an admin-
istrative assistant processes the
reports, the executive is generally
held responsible for their accuracy,
consultants say.

Nan DeMars, a Minneapolis-
based consultant who provides eth-
ics training to companies, said in
the past week two clients have
asked her to talk about the H-P ex-
penses case in seminars. One is a
privately held firm of about 500 em-
ployees; the other is a public com-
pany where Ms. DeMars is talking to
administrative staff.

Companies want to make sure
administrative employees under-
stand that they can’t knowingly

overlook their bosses’ violations,
Ms. DeMars said. She trained one
firm’s administrative staff last year
after the company discovered an ex-
ecutive had repeatedly violated its
expense policy, she said. His assis-
tant, Ms. DeMars added, hadn’t
thought it was her job to police her
boss.

At LogLogic Inc. a 200-employee
maker of IT-security and compliance
software, Chief Financial Officer Jo-
seph Consul said he anticipates that
the board will ask him about the
company’s expense-reporting poli-
cies at its next board meeting on
Sept. 27. “When high-profile cases
of any sort of fraud or misrepresen-
tation or poor management occur,
the board of directors, just doing
their jobs, will say ‘Are we covered
here? Are we doing the right thing
here?,’ ” he said. Such questions

may lead to a review of its prac-
tices, he noted.

Mr. Consul said he’ll tell the
board that he feels the company’s
policies are strong, and that they’ve
tightened their expense practices in
the past couple of years because of
the economic downturn.

Two years ago, for instance, the
company gave up corporate credit
cards; employees now apply for re-
imbursement after paying for ex-
penses themselves and . LogLogic
also has accountants check the num-
ber of dinner attendees listed on the
expense report against the dollar
amount on the receipt.

“If the expense is not approved
because it’s inappropriate, the em-
ployee is on the hook and that helps
to keep expenses in check,” said Mr.
Consul. He said the firm has re-
jected some minor reimbursement

requests because employees lacked
receipts but says the amounts
weren’t major. Mr. Consul said he
hasn’t uncovered fraud.

EthicsPoint Inc., a Portland,
Ore.-based company that sells
hotlines allowing employees to
anonymously report malfeasance,
has seen a 10% increase in Web traf-
fic this past week, said its vice pres-
ident of marketing, Bill Piwonka. He
said it’s too early to tell if sales will
increase.

EthicsPoint salespeople normally
ask customers how they handle ethi-
cal problems such as expense-report
inaccuracies. In the past week, cus-
tomers have mentioned H-P in about
a quarter of those conversations,
typically saying they want systems
that could catch misdeeds earlier,
said Mr. Piwonka. “It’s certainly
been a hot topic of conversation

throughout the week,” he said.
On Wednesday, Jonathan E.

Turner, co-founder of white-collar
crime investigators Wilson &
Turner Inc., a Memphis, Tenn., firm
that does about 200 investigations
a year, got a call from the chairman
of the board’s audit committee at a
public company asking for an inde-
pendent audit of executives’ expense
reports. (Mr. Turner declined to
name the company.)

The caller didn’t mention Hewl-
ett-Packard, but Mr. Turner said it
is unusual that someone would call
asking just about expense reports.
Mr. Turner said the caller was con-
cerned that the company’s leaders
might be too close to audit them-
selves effectively. The chief execu-
tive had led the company for a long
time, and had helped hire almost all
the internal auditors and directors.

BY JOE LIGHT
AND JOE WALKER

LogLogic finance chief Joseph Consul expects questions about expense-reporting policies at the company’s board meeting.

Br
ia

n
L.

Fr
an

k
fo

r
Th

e
W

al
lS

tr
ee

t
Jo

ur
na

l

What to do when quitters make dramatic exits
To the relief of most bosses, few

employees garner as much media at-
tention (or folk-hero status) as now-
famous JetBlue flight attendant
Steven Slater did when they quit
their jobs. But business owners say
many ex-staffers broadcast their
dissatisfaction in a manner that can
be disruptive to a small workplace.

For instance, Larry Fox remem-
bers when an entry-level computer
programmer shouted that he could
make more money “working at Mc-
Donald’s” when tendering his resig-
nation. Mr. Fox’s reaction? Knowing
that other employees at his soft-
ware firm were listening, he urged
the programmer to find out if that
were true.

“He actually went over there and

got a job. We saw him in uniform
and everything,” recalls Mr. Fox,
who now works as a business-devel-
opment executive. The programmer
turned fast-food worker “got canned
about a week later and came grovel-
ing back,” says Mr. Fox, who de-
clined to re-hire the man. “You have
to stand up for yourself. Don’t allow
that person to poison your busi-
ness.”

Business owners say they some-
times have to act quickly to mini-
mize the damage to the company’s
reputation.

At his last law practice, Michael
Cavendish remembers when a young
attorney shot an angry email to col-
leagues, clients and competitors, an-
nouncing that he was quitting and
implying that “something was
amiss” at the small enterprise. Mr.

Cavendish says the firm’s partners
and owners decided to take the high
road, sending a reply-to-all wishing
their former employee well.

That way, recipients of the resig-
nation email “could determine who’s
more credible,” says Mr. Cavendish,
now a partner with Gunster, Yoak-
ley & Stewart PA, a small West
Palm Beach, Fla., law firm. “We
wanted to immediately take the nar-
rative back.”

Some bosses have learned that
an employee’s angry, dramatic or
even bizarre behavior can be rooted
in problems outside the work-
place—and sometimes, it pays to
have a private conversation. That’s
what happened at one small adver-
tising company, after an employee
threw water from a glass in a super-
visor’s face, essentially quitting on

the spot, says Tom Peric, a commu-
nications consultant who provided
advice to the owner.

Mr. Peric, president of Galileo
Communications Inc., a small busi-
ness-consulting firm in Cherry Hill,
N.J. , says he encouraged the owner
to meet with the employee outside
the office to ask what triggered the
outburst. The owner did and discov-
ered that the employee was having
trouble at home, though he didn’t
offer the man his job back. Mr. Peric
advised the owner to meet with the
rest of the staff and encourage them
to speak up if they ever feel they’re
being treated unfairly.

In some cases, it’s not just em-
ployees that lash out: It’s bosses
themselves. In what may be a worst-
case scenario for business partners,
Ken O’Berry says his co-founder in

April got fed up and quit, telling
employees they therefore no longer
had a job.

Mr. O’Berry says he defused the
situation by calling a meeting with
his three employees and assuring
them he was still committed to the
technology company.

“I was open and transparent
with them and allowed them to ask
whatever questions they had,” says
Mr. O’Berry, who says he’s now
funding We Geo Inc., located in an
incubator in Research Triangle Park,
N.C., with his retirement savings.
“You need to be an open book.
When one of the team members
leaves in such an openly outrageous
way, it affects the perception of the
employees on the entire leadership
team, and not just the person who
took those actions.”

BY SARAH E. NEEDLEMAN



Tuesday, August 17, 2010 THE WALL STREET JOURNAL. 7

U.S. NEWS

Obama mosque remarks reverberate
President Barack Obama’s re-

marks supporting the right to build
a mosque near the site of the World
Trade Center in New York have re-
verberated across the country, the
most prominent in a series of de-
bates springing up where Muslim
groups have sought to build
mosques.

In the community of Temecula,
Calif., where a proposed mosque has
sparked an intense dispute, Mr.
Obama’s comments spurred a surge
of letters to local newspapers decry-
ing his statements. Pastor William
Rench of Calvary Baptist Church,
next door to the proposed mosque
site, said he now expected opposi-
tion to the mosque plan to harden.

“It will galvanize their desire for
resistance to the mosque,” he said.
“It confirms in their minds the idea
that Mr. Obama seems to be more
accommodating to the Islamic world
than he is for the Christian repre-
sentation in America.”

Mr. Rench said initially he op-
posed the new mosque next door
because he thought such a large
structure on two acres would tower
over the church. But since he has
begun reading more commentary
from American Islamic leaders, he
said, he has grown concerned about
extremist statements such as one
imam declaring Islam the “domi-
nant” religion.

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 re-
ligious freedom, to build a religious
center near Ground Zero. On Satur-
day, during a visit to the Gulf Coast,
the president told reporters, “I was
not commenting and I will not com-
ment on the wisdom of making the
decision to put a mosque” near
Ground Zero. “I was commenting
very specifically on the right people
have that dates back to our found-
ing.”

Backers of local mosque projects
welcomed Mr. Obama’s comments,
but some said he needed to be more
forceful in his support for Muslims
to build houses of worship.

“He should be more firm about
it,” said Hadi Nael, chairman of the
Islamic Center of Temecula Valley,
which is seeking permission to build
the new center there. “I know it’s
political stuff, but he should assure
the Muslim community they have
the right to build over there.” Still,
the weight of the president’s words
in support of freedom of religion
bolster the Islamic Center’s efforts,
Mr. Nael said. “It will help the case,”
he said.

The center plans to build a
25,000-square-foot mosque in con-
servative Riverside County outside
of Los Angeles. Opponents have said
it will draw extremists and traffic.
Plans for a public hearing this
month were postponed until Novem-
ber to perform a traffic study.

In Tennessee, where the grow-
ing Muslim community wants to
build a larger mosque in Murfrees-
boro, Darrel Whaley of nearby Mil-
ton said the president’s remarks an-
gered him. A local pastor at
Kingdom Ministries Worship Center,
Mr. Whaley has spoken at county
meetings against plans for the
mosque and recreational facilities.

Asked how the president’s com-
ments might influence the local de-
bate over the Islamic center, Mr.
Whaley said Mr. Obama “didn’t help
it any, that’s for sure.” Mr. Whaley

said he was concerned that “if Islam
comes in with the Sharia law,
there’s not going to be any such
thing as religious freedom.”

Recently approved plans to es-
tablish a mosque in Sheboygan
County, Wis., have also stirred in-
tense feelings. Imam Mohammad
Hamad, president of the Islamic So-
ciety of Sheboygan, said he appreci-
ated Mr. Obama’s emphasis on reli-
gious freedom. “The issue here is
not the issue of a religious building,
it is an issue of the Constitution,” he
said.

Another Sheboygan mosque sup-
porter, the Rev. Gregory S. Whelton,
a pastor at St. John’s United Church
of Christ in Sheboygan, said Mr.
Obama articulated the same issues
of religious tolerance that were at
stake there.

“It falls right in with the middle
of our debate,” he said, adding that
the local debate centered on reli-
gious tolerance and opponents’ con-
cerns that the mosque would attract
extremists, a notion Rev. Whelton
called “really funny.”

While he believes Muslims have
a right to construct mosques any-
where, the mosque near Ground
Zero in New York is different be-
cause of the circumstances of the
Sept. 11, 2001, terrorist attacks, he
said. “To do it in light of what has
happened,” he said, “I’m not sure I
would agree with that. But as far as
their right to do it, absolutely.”

A number of Republicans quickly
folded the president’s remarks into
their election-year narrative that
Mr. Obama, a former constitutional
scholar, is out of touch with the
American citizenry. Rep. Kevin Mc-
Carthy of California called the presi-
dent “insensitive” to Americans’
feelings on the issue. “Why isn’t the
president spending the time debat-
ing about jobs instead of moving
into New York” local issues, he
asked on CNN’s “State of the Union”
Sunday.

Mr. Obama’s remarks quickly en-
ergized local opponents of the pro-
posed mosque. Gary Berntsen, a
New York Republican Senate candi-
date, fired off a statement Friday
criticizing the president’s com-
ments. In an interview Sunday, Mr.

Berntsen, a former senior Central
Intelligence Agency officer who
served in Afghanistan, said a
mosque near Ground Zero would be-
come a national security risk.

“He missed the point that people

found this offensive because it’s
very, very close to Ground Zero,” he
said. “That mosque will become a
magnet for militants.”

Conservative blogger Pamela
Geller, founder of a group called

Stop Islamization of America and a
vocal opponent of the mosque near
Ground Zero, blasted Mr. Obama in
a statement. The president, she said,
“has, in effect, sided with the Is-
lamic jihadists.”

BY VICTORIA MCGRANE
AND SIOBHAN GORMAN

Photo credits: Reuters (1);
Associated Press (2,6)

1

4

2

5
6
3

5 Staten Island, N.Y.
The Muslim American Society plans to convert a former Catholic
convent into a mosque and community center in Midland Beach.

4 Sheboygan, Wis.
A town board in rural Sheboygan County approved plans in May for
the Islamic Society of Sheboygan to convert a former health-food
store into a mosque.

Mosque disputes around the U.S.

1 Temecula, Calif.
Local officials will consider in November plans by the Islamic Center
of Temecula Valley for a 25,000-square-foot mosque.

6 New York, N.Y.
New York City’s
Landmarks Preservation
Commission cleared the
way for a mosque and
Islamic community center
near Ground Zero.

3 Brooklyn, N.Y.
The Muslim American
Society plans a four-story
mosque and community
center in Sheepshead Bay.

2 Murfreesboro, Tenn.
The Islamic Center of
Murfreesboro plans to
build a new mosque
and school.
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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 422.75 -4.50 -1.05% 705.00 343.25
Soybeans (cents/bu.) CBOT 1031.50 -12.50 -1.20 1,555.00 809.75
Wheat (cents/bu.) CBOT 696.25 -38.00 -5.18 1,038.25 472.75
Live cattle (cents/lb.) CME 96.175 1.100 1.16% 97.175 86.700
Cocoa ($/ton) ICE-US 2,889 4 0.14 3,497 2,280
Coffee (cents/lb.) ICE-US 181.10 3.50 1.97 184.55 123.95
Sugar (cents/lb.) ICE-US 18.94 -0.48 -2.47 22.78 11.79
Cotton (cents/lb.) ICE-US 84.02 -0.16 -0.19 100.50 53.87
Crude palm oil (ringgit/ton) MDEX 2,678.00 -12 -0.45 2,730 1,797
Cocoa (pounds/ton) LIFFE 2,104 -5 -0.24 2,470 1,579
Robusta coffee ($/ton) LIFFE 1,770 2 0.11 1,843 1,311

Copper (cents/lb.) COMEX 330.05 2.80 0.86 366.90 189.50
Gold ($/troy oz.) COMEX 1226.20 9.60 0.79 1,270.60 675.00
Silver (cents/troy oz.) COMEX 1848.30 31.80 1.75 2,205.50 895.50
Aluminum ($/ton) LME 2,118.00 -30.00 -1.40 2,481.50 1,791.00
Tin ($/ton) LME 20,745.00 150.00 0.73 21,495.00 13,550.00
Copper ($/ton) LME 7,215.00 unch. unch. 7,970.00 5,885.00
Lead ($/ton) LME 2,066.00 -24.50 -1.17 2,615.00 1,580.00
Zinc ($/ton) LME 2,079.00 21.00 1.02 2,659.00 1,617.00
Nickel ($/ton) LME 21,475 -25 -0.12 27,590 15,910

Crude oil ($/bbl.) NYMEX 75.60 -0.17 -0.22 116.50 55.77
Heating oil ($/gal.) NYMEX 2.0164 -0.0078 -0.39 3.4165 1.5000
RBOB gasoline ($/gal.) NYMEX 1.8785 -0.0062 -0.33 2.3285 1.5200
Natural gas ($/mmBtu) NYMEX 4.249 -0.101 -2.32 10.800 4.115
Brent crude ($/bbl.) ICE-EU 75.63 0.11 0.15 92.46 70.41
Gas oil ($/ton) ICE-EU 638.75 -3.50 -0.54 764.75 580.00

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

Currencies London close on Aug. 16
Per In

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

Argentina peso-a 5.0551 0.1978 3.9355 0.2541
Brazil real 2.2655 0.4414 1.7638 0.5670
Canada dollar 1.3416 0.7454 1.0445 0.9574

1-mo. forward 1.3422 0.7450 1.0449 0.9570
3-mos. forward 1.3437 0.7442 1.0461 0.9559
6-mos. forward 1.3465 0.7427 1.0483 0.9539

Chile peso 650.28 0.001538 506.25 0.001975
Colombia peso 2343.57 0.0004267 1824.50 0.0005481
Ecuador US dollar-f 1.2845 0.7785 1 1
Mexico peso-a 16.2498 0.0615 12.6507 0.0790
Peru sol 3.5998 0.2778 2.8025 0.3568
Uruguay peso-e 26.653 0.0375 20.750 0.0482
U.S. dollar 1.2845 0.7785 1 1
Venezuela bolivar 5.52 0.181275 4.29 0.232848

ASIA-PACIFIC
Australia dollar 1.4336 0.6975 1.1161 0.8960
China yuan 8.7440 0.1144 6.8073 0.1469
Hong Kong dollar 9.9851 0.1001 7.7736 0.1286
India rupee 59.9733 0.0167 46.6900 0.0214
Indonesia rupiah 11535 0.0000867 8980 0.0001114
Japan yen 109.63 0.009122 85.35 0.011717

1-mo. forward 109.59 0.009125 85.32 0.011721
3-mos. forward 109.52 0.009130 85.27 0.011728
6-mos. forward 109.39 0.009142 85.16 0.011742

Malaysia ringgit-c 4.0866 0.2447 3.1815 0.3143
New Zealand dollar 1.8180 0.5501 1.4153 0.7066
Pakistan rupee 110.082 0.0091 85.700 0.0117
Philippines peso 58.303 0.0172 45.390 0.0220
Singapore dollar 1.7487 0.5718 1.3614 0.7345
South Korea won 1525.02 0.0006557 1187.25 0.0008423
Taiwan dollar 41.033 0.02437 31.945 0.03130
Thailand baht 40.879 0.02446 31.825 0.03142

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

Euro zone euro 1 1 0.7785 1.2845
1-mo. forward 1.0001 0.9999 0.7786 1.2844
3-mos. forward 1.0003 0.9997 0.7787 1.2842
6-mos. forward 1.0007 0.9993 0.7790 1.2836

Czech Rep. koruna-b 24.828 0.0403 19.329 0.0517
Denmark krone 7.4492 0.1342 5.7993 0.1724
Hungary forint 279.54 0.003577 217.63 0.004595
Norway krone 7.8778 0.1269 6.1330 0.1631
Poland zloty 3.9780 0.2514 3.0970 0.3229
Russia ruble-d 39.159 0.02554 30.486 0.03280
Sweden krona 9.4578 0.1057 7.3630 0.1358
Switzerland franc 1.3359 0.7486 1.0400 0.9615

1-mo. forward 1.3355 0.7488 1.0397 0.9618
3-mos. forward 1.3346 0.7493 1.0390 0.9625
6-mos. forward 1.3329 0.7503 1.0377 0.9637

Turkey lira 1.9364 0.5164 1.5076 0.6633
U.K. pound 0.8196 1.2202 0.6380 1.5673

1-mo. forward 0.8197 1.2199 0.6382 1.5670
3-mos. forward 0.8200 1.2195 0.6384 1.5665
6-mos. forward 0.8204 1.2188 0.6387 1.5656

MIDDLE EAST/AFRICA
Bahrain dinar 0.4843 2.0650 0.3770 2.6526
Egypt pound-a 7.3229 0.1366 5.7010 0.1754
Israel shekel 4.8721 0.2052 3.7930 0.2636
Jordan dinar 0.9098 1.0991 0.7083 1.4118
Kuwait dinar 0.3701 2.7022 0.2881 3.4710
Lebanon pound 1936.38 0.0005164 1507.50 0.0006634
Saudi Arabia riyal 4.8171 0.2076 3.7502 0.2667
South Africa rand 9.3423 0.1070 7.2731 0.1375
United Arab dirham 4.7178 0.2120 3.6729 0.2723

SDR -f 0.8493 1.1775 0.6612 1.5124

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 600 255.61 0.05 0.02% 1.0% 14.0%

14 Stoxx Europe 50 2500.32 -2.11 -0.08% -3.0 9.6

27 Euro Zone Euro Stoxx 257.36 -0.54 -0.21 -6.3 6.1

14 Euro Stoxx 50 2698.29 -10.44 -0.39 -9.0 3.6

15 Austria ATX 2429.27 12.53 0.52 -2.7 4.5

8 Belgium Bel-20 2469.46 -16.24 -0.65 -1.7 10.7

12 Czech Republic PX 1182.0 8.5 0.72 5.8 4.7

20 Denmark OMX Copenhagen 382.95 -1.63 -0.42 21.3 25.5

15 Finland OMX Helsinki 6650.87 -29.07 -0.44 3.0 14.7

13 France CAC-40 3597.60 -13.31 -0.37 -8.6 5.2

13 Germany DAX 6110.57 0.16 unch. 2.6 17.5

... Hungary BUX 22275.49 201.03 0.91 4.9 26.5

18 Ireland ISEQ 2813.57 -11.07 -0.39 -5.4 -1.6

15 Italy FTSE MIB 20409.06 -64.09 -0.31 -12.2 -2.6

15 Netherlands AEX 323.14 -0.78 -0.24 -3.6 14.6

9 Norway All-Shares 403.49 0.19 0.05 -4.0 18.0

17 Poland WIG 42533.87 365.94 0.87 6.4 21.7

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

12 Portugal PSI 20 7325.50 25.42 0.35 -13.4 -2.2

... Russia RTSI 1445.94 0.57 0.04% 1.3 43.8

10 Spain IBEX 35 10258.3 -17.5 -0.17% -14.1 -3.2

15 Sweden OMX Stockholm 326.29 2.74 0.85 8.9 22.9

13 Switzerland SMI 6285.66 -8.68 -0.14 -4.0 6.8

... Turkey ISE National 100 58822.82 342.96 0.59 11.4 32.8

12 U.K. FTSE 100 5276.10 0.66 0.01 -2.5 13.6

22 ASIA-PACIFIC DJ Asia-Pacific 121.97 0.31 0.25 -0.9 7.1

... Australia SPX/ASX 200 4438.49 -21.10 -0.47 -8.9 1.1

... China CBN 600 24665.47 551.59 2.29 -15.1 -0.8

14 Hong Kong Hang Seng 21112.12 40.55 0.19 -3.5 4.8

19 India Sensex 18050.78 -116.25 -0.64 3.4 22.1

... Japan Nikkei Stock Average 9196.67 -56.79 -0.61 -12.8 -10.4

... Singapore Straits Times 2933.51 -6.46 -0.22 1.2 15.2

11 South Korea Kospi 1743.31 -2.93 -0.17 3.6 12.7

18 AMERICAS DJ Americas 288.97 0.61 0.21 -2.5 12.3

... Brazil Bovespa 66664.81 400.38 0.60 -2.8 20.6

17 Mexico IPC 32078.68 -21.07 -0.07 -0.1 17.5

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

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

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

Australia 1.1161 1.7492 1.0731 0.1516 0.0366 0.1820 0.0131 0.2942 1.4336 0.1924 1.0686 ...

Canada 1.0445 1.6370 1.0043 0.1419 0.0343 0.1703 0.0122 0.2754 1.3416 0.1801 ... 0.9358

Denmark 5.7993 9.0892 5.5763 0.7876 0.1902 0.9456 0.0680 1.5289 7.4492 ... 5.5525 5.1962

Euro 0.7785 1.2202 0.7486 0.1057 0.0255 0.1269 0.0091 0.2052 ... 0.1342 0.7454 0.6975

Israel 3.7930 5.9448 3.6471 0.5151 0.1244 0.6185 0.0444 ... 4.8721 0.6540 3.6316 3.3985

Japan 85.3450 133.7612 82.0625 11.5911 2.7995 13.9157 ... 22.5007 109.6257 14.7164 81.7129 76.4691

Norway 6.1330 9.6123 5.8971 0.8329 0.2012 ... 0.0719 1.6169 7.8778 1.0575 5.8720 5.4952

Russia 30.4860 47.7807 29.3135 4.1404 ... 4.9708 0.3572 8.0374 39.1593 5.2568 29.1886 27.3155

Sweden 7.3630 11.5400 7.0798 ... 0.2415 1.2006 0.0863 1.9412 9.4578 1.2696 7.0496 6.5972

Switzerland 1.0400 1.6300 ... 0.1412 0.0341 0.1696 0.0122 0.2742 1.3359 0.1793 0.9957 0.9318

U.K. 0.6380 ... 0.6135 0.0867 0.0209 0.1040 0.0075 0.1682 0.8196 0.1100 0.6109 0.5717

U.S. ... 1.5673 0.9615 0.1358 0.0328 0.1631 0.0117 0.2636 1.2845 0.1724 0.9574 0.8960

Source: Thomson Reuters via WSJ Market Data Group

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of August 16, 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* 284.58 0.14% -5.0% 6.9%

2.60 16 World (Developed Markets) 1,103.56 0.23 -5.6 5.6

2.40 17 World ex-EMU 131.86 0.11 -3.5 7.6

2.40 17 World ex-UK 1,099.26 0.27 -5.5 5.4

3.10 17 EAFE 1,449.89 0.15 -8.3 1.7

2.20 15 Emerging Markets (EM) 980.48 -0.44 -0.9 16.2

3.40 15 EUROPE 88.67 0.24 0.4 13.1

3.60 15 EMU 150.66 0.94 -16.5 -5.0

3.30 16 Europe ex-UK 94.75 -0.07 -2.0 10.3

4.50 12 Europe Value 96.09 -0.01 -3.4 9.2

2.30 18 Europe Growth 79.34 0.47 4.2 17.0

2.30 21 Europe Small Cap 168.71 0.40 7.4 24.7

2.10 9 EM Europe 304.65 0.14 9.3 34.6

3.60 13 UK 1,563.80 0.17 -2.7 14.2

2.80 19 Nordic Countries 152.79 0.17 12.1 24.1

1.80 8 Russia 726.64 -0.43 -2.6 22.4

2.30 20 South Africa 720.29 0.12 1.8 12.6

2.70 17 AC ASIA PACIFIC EX-JAPAN 406.73 -0.91 -2.4 12.1

1.90 26 Japan 517.16 0.39 -9.0 -12.3

2.30 17 China 61.92 0.38 -4.5 1.4

1.00 21 India 730.87 0.59 3.4 18.1

1.20 10 Korea 493.25 1.44 2.6 12.8

3.40 24 Taiwan 278.47 0.58 -5.9 7.8

1.90 18 US BROAD MARKET 1,202.45 0.46 -2.8 10.2

1.30 51 US Small Cap 1,660.80 0.96 -0.6 14.3

2.40 15 EM LATIN AMERICA 3,994.37 -0.25 -3.0 23.6

*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 2233.05 0.37% 9.8%

1.95 16 Global Dow 1343.80 -0.36% 14.7% 1833.16 0.30 4.7

2.27 14 Global Titans 50 164.10 -0.33 13.3 157.45 0.33 3.4

2.71 19 Europe TSM 2421.85 0.68 4.5

2.30 20 Developed Markets TSM 2151.86 0.35 8.2

2.16 15 Emerging Markets TSM 4152.81 0.54 24.9

2.88 25 Africa 50 866.90 0.08 22.9 706.73 0.74 12.1

2.55 13 BRIC 50 474.90 0.06 32.9 581.61 0.72 21.4

3.21 18 GCC 40 549.50 -0.86 1.5 447.97 -0.20 -7.4

1.91 20 U.S. TSM 11121.42 0.25 11.4

3.25 28 Kuwait Titans 30 -c 199.57 -0.63 -14.1

1.63 RusIndex Titans 10 -c 3352.10 0.11 49.6 5440.23 0.58 29.1

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

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

2.01% 10 Turkey Titans 20 -c 640.60 0.69% 47.5% 712.35 0.70% 34.7%

4.66 15 Global Select Div -d 173.00 -0.53 22.5 190.18 0.13 11.8

5.24 11 Asia/Pacific Select Div -d 258.73 -0.06 4.1

4.12 15 U.S. Select Dividend -d 319.95 0.19 15.3

1.64 17 Islamic Market 1874.04 0.40 10.2

2.00 14 Islamic Market 100 1768.20 -0.22 15.2 1943.72 0.44 5.1

3.28 13 Islamic Turkey -c 1636.00 0.10 38.6 3123.42 0.12 26.6

2.46 16 Sustainability 861.10 -0.18 16.0 933.88 0.48 5.9

3.45 20 Brookfield Infrastructure 1663.80 -0.72 32.7 2037.50 -0.06 21.1

1.14 23 Luxury 1011.60 -0.17 29.6 1101.64 0.48 18.3

2.96 8 UAE Select Index 215.83 0.93 -11.2

DJ-UBS Commodity 142.40 -0.58 16.3 132.86 0.08 6.1

*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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India no longer top threat: Pakistan
Pakistan’s main spy agency says

homegrown Islamist militants have
overtaken the Indian army as the
greatest threat to national security,
a finding with potential ramifica-
tions for relations between the two
rival South Asian nations and for the
U.S.-led war in Afghanistan.

A recent internal assessment of
security by the Inter-Services Intelli-
gence, Pakistan’s powerful military
spy agency, determined that for the
first time in 63 years it expects a
majority of threats to come from Is-
lamist militants, according to a se-
nior ISI officer.

The assessment, a regular review
of national security, allocates a two-
thirds likelihood of a major threat to
the state coming from militants
rather than from India or elsewhere.
It is the first time since the two
countries gained independence from
Britain in 1947 that India hasn’t
been viewed as the top threat. De-
cades into one of the most bitter
neighborly rivalries in modern his-
tory, both countries maintain huge
troop deployments along their Hi-
malayan border.

“It’s earth shattering. That’s a re-
markable change” said Bruce Hoff-
man, a counterterrorism specialist
and professor at Georgetown Uni-
versity. “It’s yet another ratcheting
up of the Pakistanis’ recognition of
not only their own internal problems
but cooperation in the war on ter-
rorism.”

It remains unclear whether the
assessment of the ISI—a group that
is largely staffed by active military
officers and enjoys wide-ranging
powers—is fully endorsed by Paki-
stan’s military and civilian govern-
ment. The report’s impact on troop
positioning and Pakistan’s war
against militants remains to be seen.

The assessment reflects the
thinking in the mainstream of the
ISI. But U.S. officials worry that ele-
ments Pakistan’s military establish-
ment, which they say includes re-
tired ISI officers, continues to lend
support to militant factions that
shelter in Pakistan’s tribal regions,
an effort these people say is aimed
at building influence in Afghanistan
once the U.S. pulls out.

The U.S., which gives between
$1.5 billion and $2 billion in military
aid to Pakistan annually, is particu-
larly concerned about one of these
groups, the Haqqani network. U.S.
military officials recently stopped
asking the Pakistanis to take action
against the group, which has strong
ties to al Qaeda, because they con-
cluded pressuring the Pakistanis on
the issue wasn’t working.

Gen. Athar Abbas, the chief Paki-
stan military spokesman, said he
hadn’t seen the ISI report. He said
India remained a threat but con-
firmed that it is the ISI’s role to
draw up security assessments.

A spokesman for India’s Ministry
of External Affairs didn’t return calls
seeking comment. Over the week-
end, Indian Prime Minister Manmo-
han Singh urged Pakistan to crack
down on militants. “If this is not
done, we cannot progress far in our
dialogue with Pakistan,” Mr. Singh
said.

Pakistan’s admission that domes-
tic militants are its No. 1 enemy
could reinvigorate stalled peace
talks with India.

“It’s a good sign, but one has to
wait and watch” whether it will lead

to sterner action by Pakistan against
militants, says Naresh Chandra, a
former Indian ambassador to the
U.S. and chairman of the National
Security Advisory Board, a panel of
experts that advises the government
on security policy.

The assessment has the potential
to shift Pakistan’s policy toward Af-
ghanistan, which has been driven by
the belief that India is seeking influ-
ence there in order to encircle its
traditional enemy.

While the jostling for influence in
Afghanistan between Pakistan and
India isn’t likely to diminish, the
ISI’s assessment could push Pakistan
to take even stronger action against
Pakistani and Afghan militants oper-
ating from the porous mountain re-
gion along the country’s border with
Afghanistan. Such action, U.S. offi-
cials have said, is a key to winning
the Afghan war.

Hindu-majority India and largely
Muslim Pakistan have fought three
wars over territory since 1947. Both
sides are nuclear armed and have
historically regarded the other as a
pre-eminent threat to security.

The U.S. has been playing a be-
hind-the-scenes role to dial down
tensions between the nations. Wash-
ington wants Pakistan to redeploy
more troops from its eastern fron-
tier with India and send them to
Pakistan’s western border regions,
which Taliban militants use as a
base for attacks on U.S. and North
Atlantic Treaty Organization forces
inside Afghanistan.

Peace talks began in 2004 but In-
dia pulled out in November 2008 af-
ter 10 Pakistani gunmen killed more
than 160 people in an attack on
Mumbai, India’s financial capital.
The sides started talking again in
February but have so far made little
progress amid Indian accusations
that Pakistan hasn’t done enough to
clamp down on Mumbai attacks’
perpetrators.

The significance of the ISI’s as-
sessment will hinge on exactly which
militant groups it considers a threat,
said Georgetown’s Mr. Hoffman.

The Pakistan Taliban and its al-
lies have unleashed a wave of sui-
cide bombings across Pakistan, kill-
ing almost 7,000 civilians since
2003. These attacks have turned
public sentiment against the Paki-
stan Taliban.

The U.S. has praised the mili-
tary’s war against the Pakistan Tali-
ban, begun in earnest two years ago,
which has led to the death of more
than 2,000 Pakistani soldiers.

But Washington has been frus-
trated by Pakistan’s failure to
broaden the war to go after other al
Qaeda-linked militant groups that
use Pakistan’s tribal regions to
launch attacks on U.S. forces. Some
U.S. officials believe the ISI contin-
ues to fund the Haqqani network,
which doesn’t attack Pakistani forces
and could be useful allies in Afghani-
stan when the U.S. pulls troops out.

India says it believes the ISI re-
tains ties with Lashkar-e-Taiba,
which New Delhi blames for carrying
out the Mumbai attacks.

The ISI, whose links with militant

groups dates to the U.S.-backed war
against Soviet troops in Afghanistan
in the 1980s, says it has now severed
relations with groups including the
Haqqanis and Lashkar-e-Taiba.

The ISI’s new assessment is at
odds with the projection of India in-
side Pakistan. Politicians and the
media regularly hold up India as
working to undermine Pakistan’s in-
terests in Afghanistan. Others be-
lieve India is stealing water from
Pakistan by building dams on shared
rivers. And many Pakistanis blame
India for funding a separatist insur-
gency in Baluchistan province. India
denies the charges.

A recent report by the Pew Re-
search Center in Washington, D.C.,
found that 53% of Pakistanis polled
considered India the biggest threat
to national security versus 23% for
the Taliban and 3% for al Qaeda.

Pakistan became especially fo-
cused on the threat from India after
losing East Pakistan, now the inde-
pendent nation of Bangladesh, after
a war between the two nations in

1971. Some 80,000 Pakistani soldiers
were taken prisoner by India and
Pakistan lost half of its territory.

Although there has been no for-
mal war since then, Pakistan trained
and armed Islamist guerrillas—in-
cluding militants from Lashkar-e-
Taiba—in the 1990s to fight Indian
troops in Kashmir, a Himalayan ter-
ritory that was split between India
and Pakistan in 1948 and is claimed
in its entirety by both countries.

After the attacks of Sept. 11,
2001, the U.S. pressured Pakistan to
ban Lashkar-e-Taiba and a number
of other Islamist militant groups,
leading to a drop in militant infiltra-
tions into Indian-held Kashmir. But
many of the Punjab-based militants
continued to operate, finding shelter
with Taliban fighters in the tribal ar-
eas.

Gen. Abbas, the military spokes-
man, says Pakistan plans to mount a
campaign against the Haqqanis in
North Waziristan, the group’s moun-
tainous base in the tribal regions.
But the operation has been delayed
as the Pakistan Taliban has recently
staged a comeback in other tribal ar-
eas that the military had earlier se-
cured, he added.

Pakistan has about 150,000 sol-
diers fighting on its western border,
with an additional 100,000 in re-
serve to rotate with those troops,
the senior ISI officer said. The coun-
try’s remaining 350,000 soldiers are
focused on the western border with
India, including the disputed Hima-
layan territory of Kashmir.

“The direct threat from India has
reduced considerably but that’s not
to say it’s diminished entirely,” the
ISI officer said.

Obama administration officials
have expressed fears Pakistan could
move troops back to the Indian fron-
tier if relations with India deterio-
rate. In April, Michèle Flournoy, un-
der secretary of defense for policy,
told the U.S. House Armed Services
Committee that “Pakistan’s strategic
concerns about India remain pre-
eminent” despite the redeployment
of troops to fight militants.

By Tom Wright in Islamabad
and Siobhan Gorman

in Washington

Pakistani and Indian officers shake hands at a quarterly coordination meeting at a border post between the neighboring countries earlier this month.
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Stormy relations
India and Pakistan have been enemies for 63 years

� 1947: India and Pakistan are
carved out of British India. Violence
erupts, killing around 500,000, as
Muslims move to Pakistan and
Hindus and Sikhs to India.

� 1947-48: India and Pakistan fight
the first of three wars over the
disputed Himalayan region of
Kashmir.

� 1965: Both sides again go to war
over Kashmir.

� 1971: East Pakistan becomes
Bangladesh after a short war with
India. Some 80,000 Pakistani
troops are taken prisoner by India.

� 1980s: Pakistan moves to
achieve ‘strategic depth’ in
Afghanistan to balance Indian

power by backing Islamist guerrillas
fighting Soviet troops.

� 1990s: The Afghanistan war
over, Pakistan continues to back
Islamist militants that fight Indian
troops in Kashmir.

� 2001-02: India and Pakistan, now
nuclear-armed, almost go to war
after an attack on the Indian
Parliament by Pakistani gunmen.

� 2004-08: Both sides launch a
peace dialogue, which is put on
hold after 10 Pakistani gunmen kill
at least 160 people in November
2008 in Mumbai.

� February 2010: Peace talks
restart.
Source: WSJ research
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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 1.12 99.43% 0.01% 1.42 0.75 1.08

Eur. High Volatility: 13/1 1.66 97.03 0.01 2.16 1.11 1.58

Europe Crossover: 13/2 5.10 99.59 0.05 5.88 4.48 5.18

Asia ex-Japan IG: 13/1 1.22 99.02 0.01 1.72 0.87 1.20

Japan: 13/1 1.17 99.20 0.01 1.76 0.85 1.22

Note: Data as of August 13

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

In percentage points
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Source: Markit Group

Behind Europe's deals: Bank revenue rankings, Global (ex US)
Behind every IPO, bond offering, merger deal or syndicated loan is one or more investment banks. Here are
investment banks ranked by year-to-date revenues from recent deals.

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

JPMorgan $1,038 5.0% 36% 28% 31% 5%

Goldman Sachs 991 4.8 41 18 35 6

Deutsche Bank 934 4.5 26 36 31 7

Credit Suisse 843 4.0 28 38 30 4

UBS 837 4.0 31 29 37 3

Morgan Stanley 833 4.0 38 17 42 2

Bank of America Merrill Lynch 729 3.5 37 27 26 10

Nomura 641 3.1 65 15 20 1

Citi 636 3.0 32 31 28 8

Source: Dealogic

Tracking
credit
markets �
dealmakers

Dow Jones Industrial Average P/E: 14
LAST: 10302.01 t 1.14, or 0.01%

YEAR TO DATE: t 126.04, or 1.2%

OVER 52 WEEKS s 1,166.67, or 12.8%

Note: Price-to-earnings ratios are for trailing 12 months

11500

11000

10500

10000

9500

9000
21 28 4 11 18 25

June
2 9 16 23 30
July

6 13
Aug.

High

Close
Low

50–day
moving average

t

Stoxx Europe 50: Monday's best and worst...

Previous
close, in STOCK PERFORMANCE

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

Daimler AG Germany Automobiles 4,458,985 39.96 2.07% 7.3% 29.1%

Anglo American U.K. General Mining 3,720,983 2,409 1.62 -11.1 32.3

L.M. Ericsson Telephone Series B Sweden Communications Technology 8,819,006 78.65 1.61 19.3 17.0

ABB Ltd. Switzerland Industrial Machinery 5,918,859 20.27 1.15 4.4 8.4

BHP Billiton U.K. General Mining 5,560,716 1,963 1.00 -1.6 30.5

Credit Suisse Group Switzerland Banks 6,151,684 46.00 -1.88% -10.2 -10.2

Deutsche Bank Germany Banks 4,482,984 52.03 -1.64 5.3 14.8

BP PLC U.K. Integrated Oil & Gas 24,275,120 409.75 -1.60 -31.7 -18.1

GDF Suez France Multiutilities 3,155,370 25.36 -1.51 -16.3 -5.1

ING Groep Netherlands Life Insurance 18,710,419 7.21 -1.34 4.4 2.0

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

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

Rio Tinto 2,755,602 3,307 0.92% -2.4% 47.3%
U.K. (General Mining)
Deutsche Telekom 15,201,672 10.58 0.91 2.8 20.2
Germany (Mobile Telecommunications)
Nestle S.A. 5,564,144 52.95 0.86 5.5 26.9
Switzerland (Food Products)
Barclays 25,415,325 318.30 0.41 15.3 -8.3
U.K. (Banks)
British American Tobacco 2,032,247 2,261 0.36 12.1 20.7
U.K. (Tobacco)
Astrazeneca 1,956,633 3,307 0.35 13.6 19.6
U.K. (Pharmaceuticals)
HSBC Holdings 16,939,283 654.50 0.25 -7.7 2.6
U.K. (Banks)
Vodafone Group 54,799,505 153.60 0.23 6.9 21.0
U.K. (Mobile Telecommunications)
ArcelorMittal 4,369,001 23.77 0.19 -26.1 -0.3
France (Iron & Steel)
Diageo 1,736,999 1,110 0.18 2.4 19.5
U.K. (Distillers & Vintners)
SAP AG 2,230,821 34.91 0.14 5.8 6.9
Germany (Software)
Iberdrola 11,824,327 5.44 -0.04 -18.5 -8.3
Spain (Conventional Electricity)
UBS 7,652,838 17.40 -0.06 8.4 5.6
Switzerland (Banks)
Sanofi-Aventis 2,459,975 44.72 -0.09 -18.8 -0.8
France (Pharmaceuticals)
Siemens 2,012,354 74.90 -0.13 16.6 34.0
Germany (Diversified Industrials)
Bayer AG 1,515,166 47.85 -0.15 -14.5 13.7
Germany (Specialty Chemicals)
BG Group 2,756,693 1,023 -0.20 -8.8 2.0
U.K. (Integrated Oil & Gas)
Roche Holding 1,262,584 142.30 -0.21 -19.1 -13.5
Switzerland (Pharmaceuticals)
ENI 8,183,001 16.01 -0.25 -10.1 0.9
Italy (Integrated Oil & Gas)
UniCredit 195,127,684 1.97 -0.30 -11.8 -9.8
Italy (Banks)

Latest,
in local STOCK PERFORMANCE

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

BASFn.DE 2,562,641 43.66 -0.32% 0.5% 28.6%
BASFn.DE (BASFn.DE)
Royal Dutch Shell A 3,416,509 21.62 -0.37 2.5 18.1
U.K. (Integrated Oil & Gas)
Unilever 2,985,431 21.09 -0.38 -7.3 9.5
Netherlands (Food Products)
France Telecom 5,955,065 16.44 -0.39 -5.7 -3.9
France (Fixed Line Telecommunications)
AXA 6,046,132 13.10 -0.42 -20.8 -13.0
France (Full Line Insurance)
E.ON AG 4,558,359 22.60 -0.42 -22.7 -16.0
Germany (Multiutilities)
Telefonica 14,615,766 17.47 -0.46 -10.5 5.6
Spain (Fixed Line Telecommunications)
GlaxoSmithKline 9,038,774 1,218 -0.53 -7.7 4.3
U.K. (Pharmaceuticals)
Allianz SE 1,795,195 85.93 -0.57 -1.4 16.0
Germany (Full Line Insurance)
Banco Santander 34,974,005 9.45 -0.58 -18.2 -4.1
Spain (Banks)
Total S.A. 3,573,186 38.80 -0.60 -13.8 4.0
France (Integrated Oil & Gas)
Intesa Sanpaolo 60,061,396 2.35 -0.63 -25.5 -14.6
Italy (Banks)
Tesco 10,373,218 398.50 -0.64 -6.9 9.1
U.K. (Food Retailers & Wholesalers)
Novartis 2,846,382 52.65 -0.66 -6.8 9.9
Switzerland (Pharmaceuticals)
Assicurazioni Generali 3,961,033 14.85 -0.74 -21.1 -4.4
Italy (Full Line Insurance)
RWE AG 1,941,315 52.80 -0.79 -22.3 -9.1
Germany (Multiutilities)
Banco Bilbao Vizcaya Argentaria 15,032,432 9.80 -0.87 -23.0 -13.1
Spain (Banks)
Societe Generale 2,232,577 42.90 -1.08 -12.4 -13.0
France (Banks)
Nokia 15,033,339 6.93 -1.14 -22.3 -22.0
Finland (Telecommunications Equipment)
BNP Paribas 2,673,984 52.58 -1.30 -5.9 -1.1
France (Banks)

Sources: Thomson Reuters

DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 18.9 $26.66 –0.06 –0.22%
Alcoa AA 14.1 10.60 –0.04 –0.38
AmExpress AXP 6.8 41.51 –0.22 –0.53
BankAm BAC 94.9 13.20 –0.03 –0.23
Boeing BA 2.8 64.41 –0.43 –0.66
Caterpillar CAT 5.3 68.50 0.49 0.72
Chevron CVX 7.0 77.71 0.31 0.40
CiscoSys CSCO 88.3 21.91 0.55 2.57
CocaCola KO 6.6 55.89 0.16 0.29
Disney DIS 6.6 33.65 –0.03 –0.09
DuPont DD 3.2 40.40 0.08 0.20
ExxonMobil XOM 13.4 59.84 –0.07 –0.12
GenElec GE 54.8 15.47 0.09 0.59
HewlettPk HPQ 22.5 40.56 0.11 0.27
HomeDpt HD 11.8 27.39 0.08 0.29
Intel INTC 47.7 19.47 0.32 1.67
IBM IBM 3.8 127.75 –0.12 –0.09
JPMorgChas JPM 26.8 37.68 0.18 0.48
JohnsJohns JNJ 8.3 58.01 –0.14 –0.24
KftFoods KFT 5.2 29.44 –0.06 –0.20
McDonalds MCD 4.8 71.76 –0.13 –0.18
Merck MRK 6.4 34.97 –0.03 –0.09
Microsoft MSFT 40.4 24.50 0.10 0.41
Pfizer PFE 35.0 16.02 –0.06 –0.37
ProctGamb PG 12.8 59.75 –0.07 –0.12
3M MMM 2.2 83.39 –0.62 –0.74
TravelersCos TRV 3.3 49.90 –0.24 –0.48
UnitedTech UTX 2.4 70.35 –0.35 –0.50
Verizon VZ 13.6 29.97 –0.06 –0.20

WalMart WMT 9.3 50.40 ... ...

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

Kabel Deutschland 430 –15 25 –75

Erste Group Bk 141 –12 6 –15

Rhodia 336 –9 30 –47

Contl 491 –9 31 –35

Bco Pop Espanol 277 –9 23 –27

Wind Acquisition Fin 638 –8 –11 –47

Stora Enso 309 –8 15 13

Aegon NV 181 –7 9 –21

Ladbrokes 346 –6 20 21

ThyssenKrupp 357 –6 66 –5

And the most deterioration
CHANGE, in basis points

Yesterday Yesterday Five-day 28-day

Marks Spencer 180 4 24 14

Next 136 4 21 15

Cir Spa Cie Industriali
Riunite 526 4 19 –38

Societe Air France 386 5 29 –48

Smiths Gp 109 6 25 24

Solvay 89 7 15 6

ArcelorMittal 336 10 73 6

Alcatel Lucent 743 13 46 –18

Hellenic Rep 838 13 72 38

Brit Awys 547 16 86 23

Source: Markit Group

BLUE CHIPS � BONDS

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

Also, receive emails that summarize the day’s trading in Eu-
rope and Asia. To sign up, go to WSJ.com/Email.
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Airline crash off Colombia kills one
BOGOTA, Colombia—A Boeing

737 airliner crashed on landing at a
Caribbean island belonging to Co-
lombia on Monday. The plane broke
apart, killing one of the 131 passen-
gers aboard, authorities said.

The flight, operated by Colom-
bia’s Aires airline, ran into a light-
ning storm as it approached San An-
drés, a Colombian resort island
about 120 miles east of Nicaragua.
The flight had left the capital, Bo-
gotá, just after midnight and
crashed 1 hour and 42 minutes later.

Pictures show the plane’s fuselage
split into three on the runway, with
the front third of the plane coming
to rest behind the last half.

Despite the dramatic scenes, the
only fatality was listed as Amar
Fernandez de Barreto, a 68-year-old
woman whom officials say may have
died of a heart attack from the inci-
dent. Colombian newspaper El Ti-
empo said three newborns survived
the crash.

“We lament this tragedy … but at
the same time we give thanks to
God because the accident could have
been much worse,” San Andrés Gov.

Pedro Gallardo was quoted as saying
by El Tiempo. He called it “a mira-
cle.”

The pilot, identified by local tele-
vision as Wilson Gutierrez, reported
that the plane was struck by light-
ning just about 87 yards from the
runway, according to Gen. Orlando
Páez, of the National Police. He said
the strike may have jarred loose one
or both engines.

Transportation Minister Germán
Cardona said “weather conditions
were very difficult” at the time of
landing, and that the first reports
indicated that the accident was

caused by the lightning strike.
The low-cost airline, Aerovias de

Integracion Regional SA, is Colom-
bia’s second largest after flagship
carrier Avianca. In its Twitter ac-
count, it said it was “working and
investigating with the aeronautical
authorities to determine the causes
of what happened.”

Gen. Páez praised the pilot for
preventing a greater tragedy. “It
was because of the pilot’s ability
that the plane didn’t skid off the
landing strip,” he told a local radio
station.

Some people suffered light burns

as they were sprayed by the jet’s
fuel in the crash, he added. One of
the plane’s engines caught fire but
the airports’ firefighters were able
to quickly put it out, Gen. Páez said.

Heriberto Rua, who was traveling
to San Andrés with his wife and five
children, said the flight had been
normal until the plane was about to
land. “I felt that we were struck by
something,” Mr. Rua told a radio
station.

Colombia’s civil-aviation author-
ity reported that 125 people were
taken to local hospitals, with four of
them suffering serious injuries.

BY DARCY CROWE

An Aires aircraft that originated in Bogotá was in pieces on the runaway at the airport on San Andrés, a Colombian resort island, on Monday, following a crash during approach.

Group issues Kyrgyz report
MOSCOW—Government forces in

Kyrgyzstan have arrested hundreds
of ethnic Uzbeks and subjected
many of them to torture in the
course of an investigation into eth-
nic clashes in the Central Asian
country two months ago, New York-
based watchdog group Human
Rights Watch said Monday.

A government spokesman, Farid
Niyazov, wouldn’t comment Monday
on the allegations by Human Rights
Watch but said the government wel-
comed its report and would cooper-
ate with the group to help establish
the facts about the unrest.

Rosa Otunbayeva, Kyrgyzstan’s
president, earlier this month ac-
knowledged some abuses by her se-
curity forces in an interview with
Agence France-Presse. The govern-
ment has confirmed her remarks.

The 91-page report by Human
Rights Watch focuses on the causes
and consequences of the June vio-
lence that left at least 371 people
dead in southern Kyrgyzstan and
sent hundreds of thousands of eth-
nic Uzbeks fleeing their homes.

The former Soviet republic has
been unsettled since a popular up-
rising in April ousted President
Kurmanbek Bakiyev and brought to
power a coalition led by Ms. Otun-
bayeva.

The violence has tested her grip
on the military and security forces,
especially those based in southern
Kyrgyzstan, where Mr. Bakiyev’s
support was strongest.

The report says at least two eth-
nic Uzbeks had been killed during
police raids on their neighborhoods
and one in police custody. It said
that although both ethnic Kyrgyz

and Uzbeks were involved in the
June violence, the government
probe is targeting mainly Uzbeks in
3,500 criminal cases.

“The investigation goes on with
colossal violations, including mas-
sive arbitrary detentions of ethnic
Uzbeks, unsanctioned searches,
threats and frequent beatings,” Hu-
man Rights Watch researcher Anna
Neistat said at a Moscow news con-
ference.

During and after the weeklong
clashes in June, many witnesses re-
ported seeing men in army uniform
using armored vehicles clear away
defensive roadblocks around Uzbek
neighborhoods, allowing Kyrgyz
mobs to enter and to loot and burn
Uzbek homes.

Human Rights Watch devoted
much of its report to documenting
those reports, which were widely re-
ported at the time by news organi-
zations. It concluded that the armed
forces abetted and may have taken
active part in the June violence.

The organization said it had
credible information about the tor-
ture of 60 people detained since the

unrest. One, a 20-year-old Uzbek
man, died of head injuries in police
custody, it said.

Other detainees interviewed by
the group reported being suffocated
with gas masks or plastic bags,
burned with cigarettes and stran-
gled with straps.

In an incident confirmed by Ms.
Otunbayeva in her interview, the re-
port said two unarmed Uzbeks were
killed and 39 wounded in a retalia-
tory raid by Kyrgyz security forces
on the village of Nariman, where a
Kyrgyz police official had been killed
during the clashes nine days earlier.

The report said ethnically moti-
vated attacks have continued on a
small scale over the summer and the
authorities have done little to stop
them.

The government has invited a
52-member delegation of police ad-
visers representing the Organization
for Security and Cooperation in Eu-
rope to help Kyrgyz police keep
peace in advance of parliamentary
elections in October.

The delegation is set to arrive in
the coming weeks.

BY RICHARD BOUDREAUX

Kyrgyz police in June conducted home searches in Osh, southern Kyrgyzstan.
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Iran plans new facility
for enriched uranium

Iran unveiled a new law mandat-
ing the production of higher-en-
riched uranium and limiting future
cooperation with an international
nuclear watchdog, while Tehran’s
top nuclear official laid out plans
for the country’s next enrichment
facility.

None of Monday’s announce-
ments were new initiatives, but they
appeared to be orchestrated to re-
but recent claims by U.S. officials
and others that fresh international
sanctions enacted to thwart Iran’s
nuclear ambitions may be weaken-
ing Tehran’s resolve.

In recent weeks, the United Na-
tions, the U.S., the European Union,
Canada and Australia have all en-
acted fresh economic sanctions
aimed at curtailing Iran’s nuclear
program. Iranian officials have re-
peatedly said the sanctions won’t
deter Tehran from pursuing a peace-
ful nuclear program and have said
the measures aren’t affecting Iran’s
economy significantly.

Iran this year started enriching
its own stock of low-grade uranium
to a much higher 20% threshold, a
level needed for a medical-research
reactor. The decision came after a
proposed deal to enrich the fuel
overseas under the auspices of the
International Atomic Energy Agency
fell apart.

The higher enrichment level is
still far short of weapons grade. But
the process makes it easier for Iran
to enrich still further, raising alarms
among Western and Arab officials
who believe Iran is seeking to build

a nuclear weapon.
Iran has sent contradictory sig-

nals about its willingness to sus-
pend its enrichment program as
part of any new negotiations. Last
month, Turkish officials said Iran
had indicated it wouldn’t need to
enrich fuel to 20% if Tehran and the
West agreed to a uranium swap
championed by Turkey and Brazil.
That raised some hope among diplo-
mats that Iran was softening its po-
sition amid the new sanctions.

But on Monday, Iranian President
Mahmoud Ahmadinejad signed leg-
islation that appeared to rule out
suspending the current enrichment
program. The legislation called for
increased government investment in
nuclear technology and requires
Iran to continue enriching uranium
at the 20% level, according to Iran’s
state-run broadcaster.

State media said Parliament and
the Guardian Council, a top policy
body, had already approved the law.
The new measures also limit coop-
eration with the IAEA to the mini-
mal level needed to comply with
Iran’s obligations under the Nuclear
Non-Proliferation Treaty. IAEA in-
spectors have long complained
about a lack of cooperation from
Iranian officials. An IAEA spokes-
man said the agency couldn’t com-
ment on the new law.

Separately, the head of Iran’s
Atomic Energy Organization, Ali Ak-
bar Salehi, said Tehran will begin
constructing its third enrichment
plant by early 2011. Iran already has
two publicly disclosed sites. Iranian
officials have said in the past they
intend to build 10 more.

BY CHIP CUMMINS

Associated Press
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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 08/13 EUR 11.93 -14.3 -6.1 -7.1
Andfs. Estats Units US EQ AND 08/13 USD 13.84 -7.9 2.1 -11.1
Andfs. Europa EU EQ AND 08/13 EUR 7.14 -9.0 -0.2 -9.8
Andfs. Franca EU EQ AND 08/13 EUR 8.80 -9.6 0.5 -10.3
Andfs. Japo JP EQ AND 08/13 JPY 454.19 -11.1 -10.7 -15.4
Andfs. Plus Dollars US BA AND 08/13 USD 9.41 -0.3 5.3 -3.0
Andfs. RF Dolars US BD AND 08/13 USD 11.88 3.9 7.9 2.7
Andfs. RF Euros EU BD AND 08/13 EUR 11.08 2.4 5.6 2.2
Andorfons EU BD AND 08/13 EUR 14.78 1.9 5.7 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 08/13 EUR 9.55 -0.1 5.4 -4.7
Andorfons Mix 60 EU BA AND 08/13 EUR 8.95 -3.5 3.6 -10.9

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 08/16 EUR 8.94 1.0 1.5 -3.5
DJE-Absolut P GL EQ LUX 08/16 EUR 208.58 1.9 12.0 -1.2
DJE-Alpha Glbl P EU BA LUX 08/16 EUR 173.43 -2.7 6.2 -2.0
DJE-Div& Substanz P EU EQ LUX 08/16 EUR 220.52 2.5 12.9 2.4
DJE-Gold&Resourc P OT EQ LUX 08/16 EUR 195.05 14.5 31.1 11.5
DJE-Renten Glbl P EU BD LUX 08/16 EUR 137.03 4.9 7.8 6.3
LuxPro-Dragon I AS EQ LUX 07/20 EUR 144.57 -8.5 5.0 7.6
LuxPro-Dragon P AS EQ LUX 07/20 EUR 140.29 -8.8 4.4 7.0
LuxTopic-Aktien Europa EU EQ LUX 08/16 EUR 17.13 -3.3 7.5 1.6
LuxTopic-Pacific AS EQ LUX 08/16 EUR 19.40 18.4 36.8 7.5

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

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

n HSBC Trinkaus Investment Managers SA
E-Mail: funds@hsbctrinkaus.lu
Telephone: 352 - 47 18471
Prosperity Return Fund A JP BD LUX 08/16 JPY 10279.09 3.6 NS NS
Prosperity Return Fund B EU BD LUX 08/16 JPY 9024.92 -8.7 NS NS
Prosperity Return Fund C EU BD LUX 08/16 USD 94.55 -2.0 NS NS
Prosperity Return Fund D EU BD LUX 08/16 EUR 112.09 14.8 NS NS
Renaissance Hgh Grade Bd A JP BD LUX 08/16 JPY 10354.01 4.6 NS NS
Renaissance Hgh Grade Bd B EU BD LUX 08/16 JPY 9032.16 -8.4 NS NS
Renaissance Hgh Grade Bd C EU BD LUX 08/16 USD 94.01 -1.6 NS NS
Renaissance Hgh Grade Bd D EU BD LUX 08/16 EUR 107.53 10.5 NS NS

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI EU EQ SVN 08/13 EUR 21.10 -13.3 -13.8 -34.0
MP-TURKEY.SI OT OT SVN 08/13 EUR 42.93 23.7 40.6 5.0

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

www.parexgroup.com Tel: +371 67010810
Parex Eastern Europ Bal OT OT LVA 08/13 EUR 14.92 11.6 21.1 4.2
Parex Eastern Europ Bd EU BD LVA 08/13 USD 16.68 13.9 26.5 8.8
Parex Russian Eq EE EQ LVA 08/13 USD 21.11 8.1 32.8 -8.0

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
Pictet-Agriculture-P EUR GL EQ LUX 08/13 EUR 133.21 9.9 25.5 NS
Pictet-Asian Eq ExJpn-I USD AS EQ LUX 08/16 USD 171.41 -2.2 12.0 -1.2
Pictet-Asian Eq ExJpn-P USD AS EQ LUX 08/16 USD 162.28 -2.7 11.1 -2.0
Pictet-Biotech-P USD OT EQ LUX 08/13 USD 258.26 -8.8 -7.9 -17.4
Pictet-CHF Liquidity-P CH MM LUX 08/13 CHF 124.13 -0.1 -0.1 0.2
Pictet-CHF Liquidity-P dy CH MM LUX 08/13 CHF 93.33 -0.1 -0.1 0.2
Pictet-Conv. Bonds-P EUR EU BD LUX 08/13 EUR 98.90 NS NS NS
Pictet-Digital Comm-P USD OT EQ LUX 08/13 USD 119.13 2.0 17.2 5.3
Pictet-Eastern Europe-P EUR EU EQ LUX 08/13 EUR 357.02 13.5 42.5 -2.0
Pictet-Emerging Markets-P USD GL EQ LUX 08/16 USD 515.27 -3.4 14.4 -3.9
Pictet-Eu Equities Sel-P EUR EU EQ LUX 08/13 EUR 417.40 2.3 14.7 -4.2
Pictet-EUR Bonds-P EU BD LUX 08/13 EUR 407.90 6.1 7.9 6.1
Pictet-EUR Bonds-Pdy EU BD LUX 08/13 EUR 299.11 6.1 7.9 6.1
Pictet-EUR Corporate Bonds-P EU BD LUX 08/13 EUR 155.61 5.2 9.6 8.9
Pictet-EUR Corporate Bonds-Pdy EU BD LUX 08/13 EUR 105.49 5.2 9.6 8.9
Pictet-EUR High Yield-P EU BD LUX 08/13 EUR 160.50 9.8 23.3 10.2
Pictet-EUR High Yield-Pdy EU BD LUX 08/13 EUR 87.97 9.8 23.3 10.2
Pictet-EUR Liquidity-P EU MM LUX 08/13 EUR 136.14 0.1 0.3 1.1
Pictet-EUR Liquidity-Pdy EU MM LUX 08/13 EUR 96.79 0.1 0.3 1.1
Pictet-EUR Sovereign Liq-P EU MM LUX 08/13 EUR 102.42 0.0 0.0 0.9
Pictet-EUR Sovereign Liq-Pdy EU MM LUX 08/13 EUR 99.93 0.0 0.0 0.9
Pictet-Europe Index-P EUR EU EQ LUX 08/13 EUR 104.12 3.1 13.7 -2.4
Pictet-European Sust Eq-P EUR EU EQ LUX 08/13 EUR 137.60 3.4 14.8 -2.0
Pictet-Glo Emerging Debt-P USD GL BD LUX 08/13 USD 266.10 9.4 16.8 15.0
Pictet-Glo Emerging Debt-Pdy USD GL BD LUX 08/13 USD 172.82 9.4 16.8 15.0
Pictet-Greater China-P USD AS EQ LUX 08/16 USD 339.09 -3.4 7.2 3.3
Pictet-Indian Equities-P USD EA EQ LUX 08/16 USD 376.25 4.3 24.9 6.9
Pictet-Japan Index-P JPY JP EQ LUX 08/16 JPY 8114.34 -8.7 -13.4 -17.6
Pictet-Japanese Eq 130/30-P JPY JP EQ LUX 08/16 JPY 4060.82 -8.1 -11.5 -16.6
Pictet-Japanese Eq Sel-I JPY JP EQ LUX 08/16 JPY 7038.49 -9.1 -13.7 -20.5
Pictet-Japanese Eq Sel-P JPY JP EQ LUX 08/16 JPY 6799.67 -9.5 -14.3 -21.0
Pictet-MENA-P USD OT OT LUX 08/15 USD 46.86 4.5 -1.3 NS
Pictet-Pac (ExJpn) Idx-P USD AS EQ LUX 08/16 USD 260.27 -4.7 9.9 1.4
Pictet-Piclife-P CHF CH BA LUX 08/13 CHF 785.43 -0.7 3.4 -0.6
Pictet-Premium Brands-P EUR OT EQ LUX 08/13 EUR 75.97 16.3 36.6 10.2
Pictet-Russian Equities-P USD EE EQ LUX 08/13 USD 65.39 1.5 38.6 -7.4
Pictet-Security-P USD GL EQ LUX 08/13 USD 101.90 2.4 16.1 2.8
Pictet-Small Cap Europe-P EUR EU EQ LUX 08/13 EUR 483.25 6.7 17.6 -2.5
Pictet-Timber-P USD GL EQ LUX 08/13 USD 104.29 -2.1 13.7 NS
Pictet-USA Index-P USD US EQ LUX 08/13 USD 88.26 -2.6 7.6 -7.2
Pictet-USD Government Bonds-P US BD LUX 08/13 USD 545.28 7.4 7.9 6.4
Pictet-USD Government Bonds-Pdy US BD LUX 08/13 USD 389.89 7.4 7.9 6.4
Pictet-USD Liquidity-P US MM LUX 08/13 USD 131.12 0.1 0.1 0.7
Pictet-USD Liquidity-Pdy US MM LUX 08/13 USD 84.90 0.1 0.1 0.7
Pictet-USD Sovereign Liq-P US MM LUX 08/13 USD 101.60 0.1 0.0 0.7
Pictet-USD Sovereign Liq-Pdy US MM LUX 08/13 USD 100.10 0.1 0.0 0.7
Pictet-Water-P EUR GL EQ LUX 08/13 EUR 134.36 8.4 18.8 -0.8
Pictet-World Gvt Bonds-P USD EU BD LUX 08/16 USD 170.73 3.4 4.8 6.7
Pictet-World Gvt Bonds-Pdy USD EU BD LUX 08/16 USD 138.45 3.4 4.8 6.7

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 08/13 USD 13.50 0.4 19.4 3.0
Japan Fund USD JP EQ IRL 08/16 USD 15.91 0.1 -5.0 4.4
Polar Healthcare Class I USD OT EQ IRL 08/13 USD 11.78 -8.9 0.3 NS
Polar Healthcare Class R USD OT EQ IRL 08/13 USD 11.72 -9.2 -0.3 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 08/13 EUR 668.93 -5.4 5.3 -8.1
CORE EUROZONE EQ B EU EQ IRL 08/13 EUR 805.65 -3.1 6.2 -5.8
EURO FIXED INCOME A EU BD IRL 08/13 EUR 1342.54 7.9 12.7 5.1
EURO FIXED INCOME B EU BD IRL 08/13 EUR 1438.84 8.3 13.4 5.8
EUROPEAN SMALL CAP A EU EQ IRL 08/13 EUR 1276.84 6.3 17.3 -3.1
EUROPEAN SMALL CAP B EU EQ IRL 08/13 EUR 1372.77 6.7 18.0 -2.5
EUROZONE AGG A EUR EU EQ IRL 08/13 EUR 661.22 0.8 11.9 -5.0
EUROZONE AGG B EUR EU EQ IRL 08/13 EUR 953.76 1.2 12.6 -4.5
GLB REAL EST SEC A OT EQ IRL 08/13 USD 912.43 1.8 14.3 -9.0
GLB REAL EST SEC B OT EQ IRL 08/13 USD 944.16 2.1 14.9 -8.4
GLB REAL EST SEC EH A OT EQ IRL 08/13 EUR 816.37 1.4 12.3 -10.5
GLB REAL EST SEC SH B OT EQ IRL 08/13 GBP 77.14 1.8 13.3 -10.7
GLB STRAT YIELD A EU BD IRL 08/13 EUR 1739.66 8.2 21.1 9.4
GLB STRAT YIELD B EU BD IRL 08/13 EUR 1868.40 8.6 21.8 10.0
GLOBAL BOND A EU BD IRL 08/13 EUR 1310.52 18.6 23.8 15.4
GLOBAL BOND B EU BD IRL 08/13 EUR 1400.89 19.0 24.5 16.1
GLOBAL BOND EH A GL BD IRL 08/13 EUR 1499.86 9.1 13.1 8.4
GLOBAL BOND EH B GL BD IRL 08/13 EUR 1597.85 9.5 13.8 9.1
JAPAN EQUITY A JP EQ IRL 08/13 JPY 10513.34 -9.7 -15.8 -17.2
JAPAN EQUITY B JP EQ IRL 08/13 JPY 11247.19 -9.3 -15.3 -16.7
PAC BASIN (X JPN) A AS EQ IRL 08/13 USD 2255.44 -1.3 12.9 5.5
PAC BASIN (X JPN) B AS EQ IRL 08/13 USD 2415.98 -1.0 13.6 6.1
PAN EUROPEAN EQUITY A EU EQ IRL 08/13 EUR 991.80 3.0 13.9 -3.5
PAN EUROPEAN EQUITY B EU EQ IRL 08/13 EUR 1061.04 3.4 14.6 -3.0
US EQUITY A US EQ IRL 08/13 USD 831.56 -4.7 4.7 -9.3
US EQUITY B US EQ IRL 08/13 USD 893.60 -4.4 5.3 -8.7
US SMALL CAP EQUITY A US EQ IRL 08/13 USD 1258.14 -2.4 6.5 -10.1
US SMALL CAP EQUITY B US EQ IRL 08/13 USD 1352.90 -2.0 7.1 -9.5

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
A company of Amundi Group
Bonds ConvEurope A EU BD LUX 08/13 EUR 32.10 8.3 10.6 2.1
Bonds Eur Corp A EU BD LUX 08/12 EUR 23.86 3.3 6.1 5.0
Bonds Eur Hi Yld A EU BD LUX 08/12 EUR 22.04 7.1 16.5 7.3
Bonds EURO A EU BD LUX 08/13 EUR 42.94 4.6 5.7 7.2
Bonds Europe A EU BD LUX 08/13 EUR 41.36 5.8 5.9 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 08/12 USD 43.26 3.0 5.5 6.4
Eq. AsiaPac Dual Strategies A AS EQ LUX 08/13 USD 9.88 -5.2 9.7 -0.7
Eq. China A AS EQ LUX 08/13 USD 21.88 -9.3 0.2 4.4
Eq. Concentrated Euroland A EU EQ LUX 08/13 EUR 84.59 -9.0 -1.0 -11.4
Eq. ConcentratedEuropeA EU EQ LUX 08/13 EUR 27.45 1.6 11.4 -6.0
Eq. Emerging Europe A EU EQ LUX 08/13 EUR 26.48 12.4 38.6 -8.6
Eq. Equities Global Energy OT EQ LUX 08/13 USD 15.74 -13.2 -2.7 -17.9
Eq. Euroland A EU EQ LUX 08/13 EUR 10.19 -5.9 4.8 -11.1
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 08/13 EUR 143.58 1.7 13.4 -2.5
Eq. EurolandCyclclsA OT EQ LUX 08/13 EUR 17.87 0.4 11.5 -6.3
Eq. EurolandFinancialA OT EQ LUX 08/12 EUR 10.25 -9.4 -6.0 -15.6
Eq. Glbl Emg Cty A GL EQ LUX 08/13 USD 8.67 -10.5 0.8 -7.3
Eq. Global A GL EQ LUX 08/13 USD 26.17 -6.0 4.1 -7.3

Eq. Global Resources A GL EQ LUX 08/12 USD 107.47 -1.6 18.2 -2.2
Eq. Gold Mines A OT EQ LUX 08/12 USD 32.65 7.8 29.8 21.0
Eq. India A EA EQ LUX 08/13 USD 136.22 4.2 21.9 5.7
Eq. Japan CoreAlpha A JP EQ LUX 08/13 JPY 7017.86 -3.3 -14.1 -10.4
Eq. Japan Sm Cap A JP EQ LUX 08/13 JPY 979.94 -8.4 -13.5 -10.4
Eq. Japan Target A JP EQ LUX 08/16 JPY 1540.47 -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 08/13 USD 21.48 -4.9 8.3 -4.9
Eq. US Focused A US EQ LUX 08/13 USD 14.90 -6.1 -0.6 -18.1
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 08/13 USD 20.42 -4.0 4.3 -11.4
Eq. US Rel Val A US EQ LUX 08/13 USD 19.61 -4.8 2.9 -11.2
Eq. US Sm Cap Val A US EQ LUX 08/13 USD 15.08 -5.4 -0.7 -18.5
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 08/13 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 08/16 JPY 8253.00 -12.7 -14.1 -17.9
YMR-N Small Cap Fund JP EQ IRL 08/16 JPY 5921.00 -15.6 -21.3 -17.1

n Yuki 77 Series
Yuki 77 General JP EQ IRL 08/16 JPY 5147.00 -16.3 -21.9 -24.1

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 08/16 JPY 5936.00 -13.1 -13.8 -20.0
Yuki Chugoku JpnLowP JP EQ IRL 08/16 JPY 7105.00 -5.8 -18.9 -17.8

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 08/16 JPY 3930.00 -15.9 -19.7 -25.0
Yuki Hokuyo Jpn Inc JP EQ IRL 08/16 JPY 4665.00 -11.1 -17.2 -21.1
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 08/16 JPY 4297.00 -15.8 -22.2 -17.3

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III JP EQ IRL 08/16 JPY 3710.00 -16.1 -21.0 -27.0
Yuki Mizuho Jpn Dyn Gro JP EQ IRL 08/16 JPY 3951.00 -15.3 -21.0 -26.7
Yuki Mizuho Jpn Exc 100 JP EQ IRL 08/16 JPY 5810.00 -16.7 -18.1 -22.2
Yuki Mizuho Jpn Gen JP EQ IRL 08/16 JPY 7577.00 -12.1 -15.8 -19.7
Yuki Mizuho Jpn Gro JP EQ IRL 08/16 JPY 5542.00 -12.8 -18.8 -20.1
Yuki Mizuho Jpn Inc JP EQ IRL 08/16 JPY 6938.00 -9.1 -14.5 -21.7
Yuki Mizuho Jpn Lg Cap JP EQ IRL 08/16 JPY 4459.00 -14.1 -17.6 -21.9
Yuki Mizuho Jpn LowP JP EQ IRL 08/16 JPY 10418.00 -9.9 -19.2 -15.4
Yuki Mizuho Jpn PGth JP EQ IRL 08/16 JPY 6527.00 -18.0 -24.2 -25.1
Yuki Mizuho Jpn SmCp JP EQ IRL 08/16 JPY 6118.00 -14.3 -19.2 -15.4
Yuki Mizuho Jpn Val Sel AS EQ IRL 08/16 JPY 4979.00 -11.8 -18.4 -18.3
Yuki Mizuho Jpn YoungCo AS EQ IRL 08/16 JPY 2306.00 -15.4 -25.8 -20.0

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 08/16 JPY 4771.00 -12.0 -15.9 -20.5
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It’s a fight over City Hall—literally
A financial firm is fighting City

Hall—and angling to take over the
building itself.

Buena Vista, Va., borrowed
$9.2 million through a bond offering
in 2005 to refinance a municipal
golf course. It pledged as collateral
its City Hall and police station.

Now, amid financial difficulties,
the city says it can’t pay its debt,
triggering a showdown over these
public buildings.

On the other side of the battle is
a New York insurance company, ACA
Financial Guaranty Corp., which is
obligated to pay bondholders if the
city defaults.

“They put up City Hall to finance
the golf course,” says Bonnie France,
a lawyer for ACA. “It’s collateral, so
they could lose it. I’ve worked in
public finance for 30 years and
never seen this happen.”

Municipalities across the U.S. are
struggling with huge debts and
shrinking revenue, making them vul-
nerable to similar situations. Harris-
burg, the capital of Pennsylvania, is
flirting with bankruptcy. And when
Central Falls, R.I., couldn’t pay its
debt recently, it handed its finances
to a receiver.

“This is a huge mess, but we’re
not alone,” says lifelong Buena Vista
resident Jerry Miller, a 67-year-old
retired maintenance mechanic.

The 18-hole Vista Links golf
course, with sweeping views of the
Blue Ridge Mountains, was opened
in 2004 in an attempt to buoy the

city’s ailing economy. In a town of
just 6,500 people, hundreds of man-
ufacturing jobs have vanished in re-
cent years, the latest blow coming
with the departure of Bontex Inc., a
maker of materials for footwear and
luggage, which recently laid off
about 65 workers.

Officials projected the course
would pay for itself. Plans called for
about 70 acres surrounding the
property to be dotted with a hotel,
homes, small businesses and restau-
rants. The city took out a loan, then
refinanced it by selling bonds.

“Unfortunately, soon after the
project was finished, the country
fell into the worst recession since
the Great Depression,” Mayor Mike
Clements told residents at a recent

public meeting, reading from a pre-
pared statement. Mr. Clements
didn’t return calls seeking comment.

The number of rounds played at
the course has declined 30%, City
Attorney Brian Kearney said in an
interview. “People are not playing
golf,” he says. Except for one profit-
able year, he says, the property has
lost hundreds of thousands of dol-
lars annually.

So the city had been making the
bond payments out of its own
strained coffers. This year, it owes
$662,000 in two payments. The city
didn’t pay the first $423,000 chunk
due July 15, Mr. Kearney says, so it
is in default. Bondholders got paid,
however, from an escrow account
large enough to cover one year.

It has put the course up for sale,
cut the staff from seven to two, and
reduced fertilization and watering.
It had discussions with elected offi-
cials and met with bondholders and
ACA to renegotiate. “No one has
been able to give us any solution
short of a dramatic tax increase,”
the mayor told residents. So when it
completed its budget last month,
Buena Vista completely left out the
monthly bond payments for the golf
course. The alternative, the mayor
said, was to cut education, public
safety, the library or social services.
“It became clear that continuing to
fund the golf course would severely
impact essential services,” he said.

ACA, on the hook to pay bond-
holders, sent teams to Buena Vista
to persuade officials to put the pay-
ments back in the budget. A spokes-
man for ACA declined to comment.

The insurer has much to lose.
The collateral is worth just a frac-
tion of the debt. The bonds are se-
cured by the golf course itself, but it
is valued at just about $950,000,
Mr. Kearney says.

The City Hall, part of the collat-
eral, is a small two-story building
constructed in the 1960s. Like the
newer police station, it is worth just
a few hundred thousand dollars, Mr.
Kearney guesses, though nobody has
bothered to appraise it.

But the financial backers, he
says, were interested in something
more than the value of the build-
ings. “They wanted the city to put
up essential government buildings,
because we would not want to risk

losing those,” says Mr. Kearney.
The dust-up is causing confusion.

Residents are flocking into City Hall
asking: “Are you going to hold court
in the street?” says Circuit Court
clerk Christopher Coleman.

Mr. Kearney is working on a le-
gal argument to prevent that out-
come. While the city owns City Hall,
he says, a Virginia statute gives con-
trol of courthouses to judges. That
means the insurer could seize City
Hall—but, he’ll argue, not half of the
first floor where the courts are
based. Worst case, he says, the city
might be able to lease the buildings
back from ACA.

But some residents are perplexed
by the math. “If they can’t pay the
loan on a golf course,” Mr. Miller
asks, “how do they think they’re go-
ing to get the money to rent a build-
ing big enough for City Hall, courts
and a police department?”

The bonds were floated through
a separate parks entity with no as-
sets. The city agreed to a “moral ob-
ligation bond” that promised to pay
if the golf course’s revenues
couldn’t. But it was only mor-
ally—not legally—obligated, says
Mr. Kearney.

In the meantime, the city’s woes
have led to lower credit ratings.
Earlier this month, Moody’s Inves-
tors Services knocked Buena Vista
down several notches, to one of its
lowest grades.

“Failure to appropriate money
demonstrates uncertainty about the
city’s willingness to meet its obliga-
tions,” Moody’s wrote.

BY IANTHE JEANNE DUGAN

The City Hall building in Buena Vista, Va., is the focus of a battle over debt.
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Karzai to ban foreign security firms
KABUL—Afghan President Hamid

Karzai plans to issue a decree dis-
banding all private security compa-
nies within four months, his spokes-
man announced Monday, catching
U.S.-led coalition officials by sur-
prise.

The abrupt decision is likely to
meet stiff resistance from coalition
commanders who say the Afghan
army and police are too weak to fill
the security void that would be cre-
ated by a sudden removal of some
30,000 armed contractors operating
here.

In a speech earlier this month,
Mr. Karzai lashed out at the Afghan
and foreign security companies
working in Afghanistan, accusing
them of killing civilians and engag-
ing in widespread graft.

Through a spokesman, Mr. Karzai
said at the time he wanted the secu-
rity companies closed “as soon as
possible.”

The outburst came amid worsen-
ing relations between Mr. Karzai
and the international community
following his decision to assert con-

trol over Western-backed anti-cor-
ruption task forces. These units had
angered the Afghan president by ar-
resting a senior aide.

North Atlantic Treaty Organiza-
tion officials say they had planned
to work with Mr. Karzai on gradu-
ally phasing out the security firms,
which protect international installa-
tions, supply convoys and vital in-
frastructure.

Mr. Karzai didn’t mention the
four-month deadline to the coali-
tion’s commander, U.S. Gen. David
Petraeus, in a recent meeting on the
future of security companies, a se-
nior NATO official said. The official
added that NATO had spoken to the
Afghan government only about ways
to improve regulation.

Mr. Karzai’s rush to confront the
security contractors comes as vio-
lence has worsened throughout the
country. July was the deadliest
month for U.S. troops in the nine-
year war, with 66 fatalities.

“It’s no longer about regulating
[security companies’] activities,”
Mr. Karzai’s spokesman, Waheed
Omar, said in a news conference
Monday. “The government of Af-
ghanistan believes these security
companies have to go.”

Mr. Omar gave Jan. 1, 2011, as
the deadline for the firms to close.
He said the presidential decree
could be issued as soon as late Mon-
day night or Tuesday.

Just hours before the announce-
ment, NATO’s head of private secu-
rity contracting in Kabul, U.S. Army
Brig. Gen. Margaret Boor, held a
small roundtable talk with journal-
ists. There, she said she supported

Mr. Karzai’s plan to shut down the
security firms, but not right away.

“I’m not sure any of us know
what a timeline will look like,” Gen.
Boor said. “It’s conditions-based,”
she said, and dependent on when
Afghan forces are ready to take
charge of the country’s security.

Mr. Karzai’s railing against pri-
vate security companies may be
part of a wider backlash against
Gen. Petraeus, NATO officials say.

Gen. Petraeus has been more vigor-
ous than his predecessor, Gen. Stan-
ley McChrystal, in pressing the Af-
ghan government to stamp out
corruption.

In response, Mr. Karzai has
pointed to the security companies
as a key source of corruption, chal-
lenging the international community
to disclose its security contracts
with these firms.

There are 52 licensed security

companies in Afghanistan but doz-
ens more operating without li-
censes, according to NATO officials.

“We continue to support Presi-
dent Karzai’s objective of eliminat-
ing the need for private security
companies—but in a deliberate pro-
cess that recognizes the scale and
scope of the issue,” U.S. Air Force
Maj. Joel Harper, a coalition spokes-
man, said in response to Mr. Kar-
zai’s plans.

BY MARIA ABI-HABIB

Hamid Karzai’s decree would affect some 30,000 armed contractors. Above, a U.S. contractor at a Kandahar base in July.
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Floods raise risks of disease
ISLAMABAD, Pakistan—The

United Nations warned Monday that
3.5 million Pakistani children were
at risk from cholera and other dis-
eases because of the slow and inad-
equate delivery of flood relief, as
raging waters from the bloated In-
dus River marooned dozens more
villages.

Hundreds of thousands of survi-
vors are still cut off from rescue
more than two weeks after the
worst flooding yet seen in Pakistan
hit the country, killing at least 1,500
people. Many survivors have been
forced to drink contaminated drink-
ing water, relief workers said.

The death toll could rise from
disease and hunger if the aid effort
isn’t stepped up, the U.N. warned.

“Up to 3.5 million children are at
high risk of deadly waterborne dis-
eases including diarrhea-related dis-
eases,” said Maurizio Giuliano, a
U.N. spokesman.

He put the total number of peo-
ple, including adults, at risk from
such diseases at six million. “What
concerns us the most is water and
health. There is a shortage of clean
water,” he added.

More than 20 million people
have been affected by the flooding,
which started in the country’s
mountainous north and expanded to
the southern and western provinces
of Sindh and Baluchistan.

According to the U.N., one-fifth
of the country is now under water
and some 900,000 people are home-
less. Thousands of towns and vil-
lages have been washed away.
Roads, buildings, bridges and crops
have been lost.

While local charities and interna-
tional agencies have helped hun-
dreds of thousands of people with
food, water, shelter and medical
treatment, the scale of the disaster
has meant millions have received
little or no assistance.

“Communities desperately need
clean water, latrines and hygiene
supplies, but the resources currently
available cover only a fraction of
what is required,” said Neva Khan,
Oxfam’s country director in Pakistan.

U.N. Secretary-General Ban Ki-
moon flew to Pakistan over the
weekend amid concerns about an in-
adequate international response to
the U.N. emergency-aid appeal. Only

a quarter of the $459 million aid
needed for initial relief has arrived,
according to the U.N.

Four U.S. Marine Corps CH-46
Sea Knight helicopters arrived Mon-
day and U.S. Air Force C-130 cargo
aircraft began transporting interna-
tional aid within Pakistan as part of
the continued American humanitar-
ian assistance, a spokesman for the
U.S. Embassy in Islamabad said.

The four helicopters are part of
the contingent of 19 helicopters or-
dered to Pakistan last week by U.S.
Secretary of Defense Robert Gates.
To date, the U.S. has pledged to pro-
vide $75 million in aid, the largest
donation of any country.

BY ZAHID HUSSAIN

WORLD NEWS

Slower Japanese growth
fuels doubts on recovery

TOKYO—Japan’s growth slowed
sharply in the second quarter, com-
ing in well short of expectations as
stagnant consumption and flagging
exports weighed on an economy al-
ready hobbled by deflation and a
soaring yen.

The data add to widespread con-
cerns that Japan’s fragile recovery
may be running out of steam as
growth in key export markets also
slows. The weak numbers come as
China looks set to overtake its east
Asian neighbor as the world’s sec-
ond-largest economy after the U.S.
But they also come as Japan faces
pressure to tame its massive public
debt, making new government stim-
ulus efforts unlikely for now.

The economy could face a critical
test in coming months, analysts said,
as existing shopping incentives and
other stimulus programs expire, re-
moving what has been a crucial
crutch. Meanwhile, the strong yen
could put further pressure on Ja-
pan’s key exporters, which are less
competitive in other markets when
the currency rises.

Real gross domestic product rose
0.4% in annualized terms in the
April-June period, the slowest pace
in three quarters and down from a
revised 4.4% increase in the Janu-
ary-March quarter, the Cabinet Of-
fice said Monday.

The result was much worse than
the median forecast for 2.3% growth
in a poll of 16 economists by Dow
Jones Newswires. GDP grew 0.1%
compared with the previous quarter.

Investors reacted by selling equi-
ties and buying safe-haven assets
such as bonds. The Nikkei Stock Av-
erage closed down 0.6% at 9196.67
on Monday, while the yield on the
benchmark 10-year Japanese gov-
ernment bond fell 3.5 basis points,
or hundredths of a percentage point,
during Asian trading to a seven-year
low of 0.945%.

“The Japanese economy has al-
ready fallen into a lull,” said Keisuke
Tsumura, Cabinet Office parliamen-
tary secretary for economic and fis-
cal policy. But Economy Minister Sa-
toshi Arai sounded more upbeat,
saying after the GDP results that
“we don’t need to move immediately
based on the current situation.”

While the economy is unlikely to
fall back into recession, “how long
and deep [it] will be in a lull is wor-
rying,” said Masatoshi Sato, a senior
strategist at Mizuho Investors Secu-
rities.

The lull may heighten anxiety in
Japan that it is ceding ground to
China, which could displace Japan to
become the world’s second-biggest
economy this year. Japan’s nominal
GDP dropped 0.9% on quarter, or an
annualized 3.7%, to 118.538 trillion
yen, or $1.288 trillion. That was be-
low China’s nominal GDP of $1.337
trillion in the quarter. The Cabinet
Office said it used average exchange
rates for the quarter of 92.01 yen
and 6.823 yuan to the dollar for the
dollar-based figures.

—Takashi Nakamichi,
Takeshi Takeuchi

and Tomoyuki Tachikawa
contributed to this article.

BY ANDREW MONAHAN

Flood victims hold a rope as they flee flooded areas in Sindh province Monday.

Eu
ro

pe
an

Pr
es

sp
ho

to
A

ge
nc

y

NATO officials had planned to
phase out security firms
gradually. Mr. Karzai held
recent meetings with Gen.
Petraeus but didn’t mention
the four-month deadline.
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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 08/13 USD 9.64 -7.0 1.8 -10.6
Am Blend Portfolio I US EQ LUX 08/13 USD 11.39 -6.8 2.4 -9.9
Am Growth A US EQ LUX 08/13 USD 27.94 -10.6 1.4 -5.1
Am Growth B US EQ LUX 08/13 USD 23.35 -11.1 0.4 -6.1
Am Growth I US EQ LUX 08/13 USD 31.13 -10.1 2.3 -4.4
Am Income A US BD LUX 08/13 USD 8.89 9.0 16.4 10.9
Am Income A2 US BD LUX 08/13 USD 20.80 9.2 16.4 10.8
Am Income B US BD LUX 08/13 USD 8.89 8.6 15.6 10.0
Am Income B2 US BD LUX 08/13 USD 17.85 8.8 15.6 10.0
Am Income I US BD LUX 08/13 USD 8.89 9.4 17.1 11.5
Emg Mkts Debt A GL BD LUX 08/13 USD 16.67 11.2 22.3 14.1
Emg Mkts Debt A2 GL BD LUX 08/13 USD 22.41 11.4 22.3 14.2

Emg Mkts Debt B GL BD LUX 08/13 USD 16.67 10.6 21.1 13.1
Emg Mkts Debt B2 GL BD LUX 08/13 USD 21.45 10.8 21.1 13.1
Emg Mkts Debt I GL BD LUX 08/13 USD 16.67 11.5 22.9 14.7
Emg Mkts Growth A GL EQ LUX 08/13 USD 33.76 -2.6 15.7 -3.4
Emg Mkts Growth B GL EQ LUX 08/13 USD 28.44 -3.2 14.6 -4.4
Emg Mkts Growth I GL EQ LUX 08/13 USD 37.62 -2.1 16.7 -2.7
Eur Growth A EU EQ LUX 08/13 EUR 7.37 4.8 13.2 -4.4
Eur Growth B EU EQ LUX 08/13 EUR 6.58 4.1 11.9 -5.4
Eur Growth I EU EQ LUX 08/13 EUR 8.07 5.2 14.0 -3.7
Eur Income A EU BD LUX 08/13 EUR 6.90 8.1 16.0 9.8
Eur Income A2 EU BD LUX 08/13 EUR 13.96 8.5 16.2 9.8
Eur Income B EU BD LUX 08/13 EUR 6.90 7.7 15.3 9.1
Eur Income B2 EU BD LUX 08/13 EUR 12.93 8.0 15.4 9.1
Eur Income I EU BD LUX 08/13 EUR 6.90 8.4 16.6 10.4
Eur Strat Value A EU EQ LUX 08/13 EUR 8.44 -1.1 6.7 -11.9
Eur Strat Value I EU EQ LUX 08/13 EUR 8.68 -0.7 7.4 -11.2
Eur Value A EU EQ LUX 08/13 EUR 9.07 -1.4 7.1 -8.6
Eur Value B EU EQ LUX 08/13 EUR 8.29 -2.0 6.0 -9.5
Eur Value I EU EQ LUX 08/13 EUR 10.53 -0.8 8.0 -7.9
Gl Balanced (Euro) A EU BA LUX 08/13 USD 14.68 NS NS NS
Gl Balanced (Euro) B EU BA LUX 08/13 USD 14.22 NS NS NS
Gl Balanced (Euro) C EU BA LUX 08/13 USD 14.54 NS NS NS
Gl Balanced (Euro) I EU BA LUX 08/13 USD 15.01 NS NS NS
Gl Balanced A US BA LUX 08/13 USD 16.00 -2.9 4.5 -5.5
Gl Balanced B US BA LUX 08/13 USD 15.12 -3.5 3.5 -6.5
Gl Balanced I US BA LUX 08/13 USD 16.67 -2.5 5.2 -4.8
Gl Bond A US BD LUX 08/13 USD 9.69 7.3 11.1 8.6
Gl Bond A2 US BD LUX 08/13 USD 17.20 7.4 11.0 8.5
Gl Bond B US BD LUX 08/13 USD 9.69 6.7 10.0 7.5
Gl Bond B2 US BD LUX 08/13 USD 14.97 6.8 9.8 7.5
Gl Bond I US BD LUX 08/13 USD 9.69 7.7 11.7 9.2
Gl Conservative A US BA LUX 08/13 USD 14.79 0.7 5.7 0.1

Gl Conservative A2 US BA LUX 08/13 USD 17.04 0.6 5.7 0.1
Gl Conservative B US BA LUX 08/13 USD 14.76 0.0 4.6 -0.9
Gl Conservative B2 US BA LUX 08/13 USD 16.09 0.0 4.6 -0.9
Gl Conservative I US BA LUX 08/13 USD 14.89 1.1 6.5 1.0
Gl Eq Blend A GL EQ LUX 08/13 USD 10.54 -9.6 -0.3 -15.5
Gl Eq Blend B GL EQ LUX 08/13 USD 9.83 -10.2 -1.3 -16.3
Gl Eq Blend I GL EQ LUX 08/13 USD 11.18 -9.1 0.6 -14.8
Gl Growth A GL EQ LUX 08/13 USD 38.27 -8.7 1.9 -15.6
Gl Growth B GL EQ LUX 08/13 USD 31.75 -9.2 0.8 -16.4
Gl Growth I GL EQ LUX 08/13 USD 42.71 -8.2 2.7 -14.9
Gl High Yield A US BD LUX 08/13 USD 4.51 9.1 24.8 11.3
Gl High Yield A2 US BD LUX 08/13 USD 10.14 9.5 24.7 11.3
Gl High Yield B US BD LUX 08/13 USD 4.51 8.4 23.4 9.9
Gl High Yield B2 US BD LUX 08/13 USD 16.19 8.8 23.5 10.1
Gl High Yield I US BD LUX 08/13 USD 4.51 9.4 25.5 12.0
Gl Thematic Res A GL EQ LUX 08/13 USD 14.08 -4.4 6.3 -0.1
Gl Thematic Res B GL EQ LUX 08/13 USD 12.24 -5.0 5.2 -1.1
Gl Thematic Res I GL EQ LUX 08/13 USD 15.78 -4.0 7.2 0.7
Gl Value A GL EQ LUX 08/13 USD 10.01 -10.1 -1.8 -15.2
Gl Value B GL EQ LUX 08/13 USD 9.14 -10.7 -2.7 -16.0
Gl Value I GL EQ LUX 08/13 USD 10.70 -9.7 -0.9 -14.5
India Growth A EA EQ LUX 08/13 USD 135.34 6.6 28.0 NS
India Growth AX EA EQ LUX 08/13 USD 118.51 6.8 28.3 11.2
India Growth B EA EQ LUX 08/13 USD 140.89 6.0 26.7 NS
India Growth BX EA EQ LUX 08/13 USD 100.67 6.2 27.0 10.1
India Growth I EA EQ LUX 08/13 USD 123.20 7.2 29.0 11.7
Int'l Health Care A OT EQ LUX 08/13 USD 126.60 -7.9 3.6 -8.5
Int'l Health Care B OT EQ LUX 08/13 USD 106.12 -8.5 2.5 -9.4
Int'l Health Care I OT EQ LUX 08/13 USD 139.01 -7.4 4.4 -7.8
Int'l Technology A OT EQ LUX 08/13 USD 103.71 -6.0 9.4 -7.6
Int'l Technology B OT EQ LUX 08/13 USD 89.31 -6.6 8.3 -8.5
Int'l Technology I OT EQ LUX 08/13 USD 116.86 -5.6 10.3 -6.8

Japan Blend A JP EQ LUX 08/13 JPY 5429.00 -9.9 -12.7 -18.5
Japan Growth A JP EQ LUX 08/13 JPY 5131.00 -12.6 -14.6 -20.2
Japan Growth I JP EQ LUX 08/13 JPY 5306.00 -12.2 -13.9 -19.6
Japan Strat Value A JP EQ LUX 08/13 JPY 5745.00 -6.1 -9.1 -16.7
Japan Strat Value I JP EQ LUX 08/13 JPY 5927.00 -5.7 -8.4 -16.0
Real Estate Sec. A OT EQ LUX 08/13 USD 14.47 0.8 11.5 -7.8
Real Estate Sec. B OT EQ LUX 08/13 USD 13.14 0.2 10.3 -8.7
Real Estate Sec. I OT EQ LUX 08/13 USD 15.63 1.4 12.4 -7.1
Short Mat Dollar A US BD LUX 08/13 USD 7.32 2.4 7.0 2.1
Short Mat Dollar A2 US BD LUX 08/13 USD 10.03 2.5 6.9 2.0
Short Mat Dollar B US BD LUX 08/13 USD 7.32 2.1 6.6 1.6
Short Mat Dollar B2 US BD LUX 08/13 USD 9.96 2.3 6.4 1.6
Short Mat Dollar I US BD LUX 08/13 USD 7.32 2.7 7.6 2.6
US Thematic Portfolio A EUR H US EQ LUX 08/13 EUR 14.83 NS NS NS
US Thematic Portfolio B EUR H US EQ LUX 08/13 EUR 14.82 NS NS NS
US Thematic Portfolio C EUR H US EQ LUX 08/13 EUR 14.82 NS NS NS
US Thematic Portfolio I EUR H US EQ LUX 08/13 EUR 14.84 NS NS NS
US Thematic Research A US EQ LUX 08/13 USD 8.25 -3.3 4.3 -6.8
US Thematic Research B US EQ LUX 08/13 USD 7.55 -3.8 3.3 -7.7
US Thematic Research I US EQ LUX 08/13 USD 8.93 -2.7 5.2 -6.1

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 08/13 GBP 7.91 -4.0 9.0 -0.6
Andfs. Borsa Global GL EQ AND 08/13 EUR 6.10 -6.2 2.9 -12.7
Andfs. Emergents GL EQ AND 08/13 USD 16.32 -5.9 9.3 -2.5

FUND SCORECARD
Euro Money Market, Stable
These funds place an emphasis on capital preservation, by limiting maturity to less than 90 days and and
maintaining a high level of average credit quality. Ranked on % total return (dividends reinvested) in U.S.
dollars for one year ending August 16, 2010

Leading 15 Performers
FUND FUND LEGAL % Return in $US **
RATING * NAME FUND MGM'T CO. CURR. BASE YTD 1-YR 2-YR 5-YR

5 SUPERIOR 5 - Bankhaus EURAUT 2.48 7.43 4.27 NS
Ethik Geld A Schelhammer Schattera KAG mbH

NS LCL LCL Income EURFRA 3.03 7.20 NS NS
Amplistep Vie Properties L P I

3 Pioneer Fds Pioneer EURAUT 1.67 5.61 2.13 2.21
(A) Euro Liquid A Investments Austria GmbH

NS UniEuribor Union Investment EURPOL 2.41 5.19 NS NS
TFI S.A.

2 AXA AXA Investment EURFRA 0.91 5.03 0.99 1.95
Monétaire Acc Managers Paris S.A

NS Ecureuil Caisse d’Epargne EURFRA 2.56 4.71 4.12 1.88
Monétaire Mai 2010

2 UniMoneyMarket: Union Investment EURLUX 3.27 4.18 1.07 NS
Euro 2 A Luxembourg S.A.

NS Stimulo 5 La Banque Postale EURFRA 1.17 4.07 -1.55 0.35

2 UniMoneyMarket: Union Investment EURLUX 2.91 3.93 0.31 1.82
Euro A Luxembourg S.A.

NS Vendôme Banque de Gestion EURFRA 0.24 3.76 NS NS
Quintuple Opportunité X Privée Indosuez

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 07/30 USD 177.87 -2.7 -1.4 -3.3
Emerg AdvantEdge OT OT JEY 07/30 USD 163.74 -2.2 1.7 -5.4
Emerg AdvantEdge EUR OT OT JEY 07/30 EUR 90.97 -2.4 1.4 -7.4
Europ AdvantEdge EUR OT OT JEY 07/30 EUR 129.15 -2.7 3.7 -2.2
Europ AdvantEdge USD OT OT JEY 07/30 USD 136.90 -2.9 3.7 -1.3
Real AdvantEdge EUR OT OT JEY 07/30 EUR 102.04 -5.7 -2.0 NS
Real AdvantEdge USD OT OT JEY 07/30 USD 102.45 -5.4 -1.6 NS
Trading Adv JPY OT OT GGY 07/30 JPY 9414.60 2.1 -1.0 NS
Trading AdvantEdge OT OT GGY 07/30 USD 142.06 1.3 -1.6 -1.1
Trading AdvantEdge EUR OT OT GGY 07/30 EUR 128.70 1.0 -2.0 -1.1
Trading AdvantEdge GBP OT OT GGY 07/30 GBP 136.65 1.5 -1.3 -0.4

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
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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

European stocks
shake off weak data

European stocks finished mostly
flat Monday, though well off intra-
day lows, brushing aside largely
downbeat economic data from the
U.S. and helped by a jump in the ba-
sic-resources sector.

Reports on U.S. manufacturing
and housing did little to damp esca-
lating fears regarding slower global
economic growth. But the miners
were offering some respite, as in-
vestors hoped China’s continued de-
velopment would power demand for
metals and other materials, while
acquisition news also offered a
boost to the resources sector.

The Stoxx Europe 600 index
ended up 0.05 point at 255.61, and
the Stoxx Europe 600 basic-re-
sources index gained 0.9% to 497.85.
The U.K.’s FTSE 100 and Germany’s
DAX also closed nearly flat, at
5276.10 and 6110.57, respectively.
France’s CAC-40 closed 0.4% lower
at 3597.60.

In the U.S., stocks moved tepidly
in light trading following a bruising
week of losses, with technology
stocks inching up while blue chips
slipped barely into the red. The Dow
Jones Industrial Average ended litte
changed at 10302.01, while the tech-
heavy Nasdaq rose 0.4% to 2181.87.

Treasury prices surged, pushing
the 10-year note’s yield lower to
2.579%. The 30-year bond’s yield fell
to 3.722%.

Data released out of Asia showed
Japan’s gross domestic product rose
0.4% in annualized terms in the sec-
ond quarter, much worse than ex-
pected. The result meant China sur-
passed Japan as the world’s
second-largest economy in the sec-
ond quarter. The news had a two-
pronged effect on markets. First, the
basic-resources sector warmed on
prospects that demand for metals
would strengthen. Second, the dol-
lar dropped against rival currencies,
as poor economic news drove inves-
tors away from the greenback.

Meanwhile, Vedanta Resources
rose 4.9% after it announced its in-
tention to acquire a controlling
stake in oil producer Cairn India
Ltd. from Cairn Energy, although
shares remain nearly 17% below
their level before rumors of the ac-
quisition began to circulate last
week. Vedanta expects to spend be-
tween $8.5 billion and $9.6 billion
on the deal. Cairn Energy rose 5.3%.

Earlier in the session, the final
release of euro-zone inflation data
indicated a rise in core rates, largely
because of food and energy prices.
However, economists agreed that
this wasn’t reflective of underlying
dynamics.

In foreign-exchange, the dollar
dropped against the yen on disap-
pointing economic data. However,
the euro advanced against the dol-
lar, despite concerns about an Irish
government-bond sale Tuesday. Ac-

cording to market participants, the
single currency was correcting after
its losses last week. In afternoon
trading in New York, the euro was
up at $1.2804 from $1.2753 late Fri-
day, and the pound was up at
$1.5636 from $1.5593. The dollar
was at 85.27 yen from 86.30.

In other asset classes, gold fu-
tures gained Monday as the soft

economic-growth data from Japan
weighed on sentiment and investors
piled into the precious metal.

Gold for August delivery on the
Comex division of the New York
Mercantile Exchange rose $9.60, or
0.8%, to $1224.50 an ounce.

Light, sweet, Nymex crude for
September delivery fell 15 cents, or
0.2%, to $75.24 a barrel.

BY ANDREA TRYPHONIDES

Web-video site
Hulu considers
public offering

Hulu LLC is exploring an initial
public offering, according to a per-
son familiar with the matter, a shift
in strategy for the online-video site,
which is backed by three large me-
dia companies.

Hulu representatives have met
with bankers in New York to discuss
the idea in recent weeks, according
to this person, who said the com-
pany has yet to decide how to pro-
ceed. The company believes it could
go public at a valuation of about
$2 billion, this person said.

A Hulu spokesman said in a
statement that the company doesn’t
“comment on rumors.”

Hulu’s IPO interest was earlier
reported by The New York Times.

The site was founded three years
ago to help media companies com-
pete with user-generated-video sites
like Google Inc.’s YouTube by offer-
ing full episodes of TV shows online
for free. It is jointly owned by Walt
Disney Co., General Electric Co.’s
NBC Universal, News Corp. and
Providence Equity Partners, which
have together invested hundreds of
millions of dollars in the venture.
Some Hulu employees also own
shares. News Corp. owns The Wall
Street Journal. With rights to a sta-
ble of hit shows, the site has become
the second-most-watched online
video site in the U.S., after YouTube,
according to Nielsen Co.

BY JESSICA E. VASCELLARO
AND SAM SCHECHNER




