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Intel to buy
McAfee in bet
on security

Intel Corp. agreed Thurs-
day to buy security-software
specialist McAfee Inc. for
$7.68 billion, a surprise trans-
action that underscores the
company’s determination to
expand beyond its stronghold
in chips that power most of
the world’s computers.

The deal, the largest in In-
tel’s 42-year history, was de-
scribed by the companies as
evidence that security is be-
coming one of the fundamen-
tal pillars of computing.

With Internet connections
rapidly being added to con-
sumer electronics, appliances,
industrial equipment and
other hardware, the ap-
proaches that have served to
protect today’s personal com-
puters and servers aren’t ade-
quate, Intel and McAfee offi-
cials said.

The deal values McAfee at
$48 a share, a premium of
60% over the company’s clos-
ing price Wednesday. McAfee
shares jumped 58% after the

deal was announced, and rose
57%, or $17.11, to $47.04, in 4
p.m. composite trading on the
New York Stock Exchange. In-
tel’s shares fell 3.5%, or 68
cents, to $18.91 on the Nasdaq
Stock Market.

Armed with expertise from
McAfee, Intel suggested secu-
rity could be built more
broadly into computer chips
and other hardware, creating
products that are more resis-
tant to attack.

“We believe security will
be most effective when en-
abled in hardware,” said Paul
Otellini, Intel’s chief execu-
tive, in a conference call. He
said the companies believe
that everywhere Intel sells a
chip, it now has the opportu-
nity to sell security software
along with it.

The pact is another sign of
consolidation that is winnow-
ing the ranks of mid-size
technology companies. Tech
giants dominant in particular
areas of the industry are us-
ing acquisitions to grab foot-
holds in faster-growing mar-

kets. Hewlett-Packard Co.’s
recent purchase of Palm Inc.
was aimed at moving the
world’s largest PC maker into
the smartphone sector.

Meanwhile, Oracle Corp.
purchased Sun Microsystems
last year to expand from sell-
ing software into providing a
complete hardware and soft-
ware package for corporate
information-technology de-
partments.

McAfee, founded in 1987
and best known for its popu-
lar antivirus software, has
marshalled more resources to
go after the quickly develop-
ing mobile market. It recently
announced the purchase of
mobile-device security com-
pany tenCube, a move that
follows its purchase of Trust
Digital, another mobile-secu-
rity-software firm.

McAfee has long battled
rival Symantec Corp. in the
computer-security market.
The company, based along
with Intel in Santa Clara, Ca-
lif., was widely thought to be

Please turn to page 4
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Australian Prime Minister Julia Gillard, who faces an election only two months after taking power,
shoots pool on Thursday with patrons at a tavern in Raymond Terrace, New South Wales, during a
campaign visit ahead of Saturday’s federal poll. The Big Read, pages 14-15

Gillard hoping to pocket election victory

Sarkozy faces a tough meeting
on France’s growth and deficit

French President Nicolas
Sarkozy is facing a significant
meeting with his top minis-
ters on Friday to discuss the
country’s growth and deficit.

Many observers, including
members of Mr. Sarkozy’s
UMP party, consider the
French government’s growth
forecast to be overly optimis-
tic. As a result, the statement
that Mr. Sarkozy and his ad-
visers make after the meeting
will be closely parsed for
their views on growth.

The French government
forecasts growth in gross do-
mestic product to accelerate
to 2.5% in 2011 after a 1.4%
expansion in 2010.

French politicians aren’t
the only ones with a less rosy
view of France’s economy. The

International Monetary Fund’s
forecast for France’s 2011 GDP
growth is 1.6%, and the IMF
doesn’t expect the French
economy to resume growing
more swiftly than 2% until
2013.

The pressure has been
ratcheted up in recent days
after ratings agency Moody’s
said that certain countries
with triple-A ratings, includ-
ing France, are much closer
than they had been to a
downgrade—though the rat-
ing is safe for now. The report
pointed out two weaknesses
in French public finances: a
high initial level of tax pres-
sure and spending rigidities.

For Friday’s meeting, Mr.
Sarkozy has summoned Fi-
nance Minister Christine

Lagarde, Prime Minister Fran-
çois Fillon and Budget Minis-
ter François Baroin to his
summer residence.

The combination of better-
than-expected second-quarter
growth and the burden of the
optimistic forecast for 2011 is
pulling the government in op-
posite directions, making the
meeting a high-pressure event
for Mr. Sarkozy.

If the government dials
back its forecast, it might be
forced into further spending
cuts, as ministers have said
targets to trim the deficit are
immutable and the govern-
ment will take all necessary
measures to meet them.

Potash Corp. seeks
BHP alternative

Potash Corp., the Canadian
target of a hostile $39 billion
bid from BHP Billiton, is ex-
ploring potential alliances
with an array of global actors,
from petrochemical and agri-
business multinationals to
Chinese sovereign banks, that
could cobble together compet-
ing offers, people familiar
with the matter said.

Sovereign wealth funds,
Chinese banks and other na-
tional financial institutions
could provide the funding for
a global consortium that
makes a counteroffer to keep
the world’s largest fertilizer
maker out of the hands of
BHP Billiton, the Anglo-Aus-

tralian mining giant, the peo-
ple said.

On Wednesday, BHP took
its $130-a-share offer directly
to Potash shareholders after
the company rebuffed its ini-
tial Aug. 12 offer and dis-
closed it publicly.

Potash said the BHP bid
“grossly undervalued” the
company; the Anglo-Austra-
lian company has said the of-
fer is full and fair.

The people familiar with
the matter said that the com-
pany may decide to run a full
auction to secure the best
value for its shareholders.

Getty Images
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Don’t count
on government
exiting housing

Don’t be fooled: Housing’s grip
on government policy isn’t getting
any weaker.

For decades, politicians, banks
and homeowners have participated
in a system of subsidies that not
only pushed house prices to artifi-
cial highs, but also sucked capital
away from more productive invest-
ments. It was therefore long-term
bullish for the U.S. economy to see
the Treasury and other key policy
makers recently voice support for
an eventual wind down of Fannie
Mae and Freddie Mac.

Also, with residential mortgage
delinquencies falling, the foreclo-
sure wave could subside by the end
of next year, reducing cries for in-
tervention. Even if the economy
were to double dip, foreclosures
should continue falling, because it
appears that poor lending—not eco-
nomic sluggishness—was the big-
gest driver of defaults.

That said, it is hard to see the
government actually retreating from
the housing sector. Right now, gov-
ernment entities back nearly all new
mortgages, and banks hold on to al-
most none. The banks would likely
hold floating-rate, shorter-dated
products that have solid down pay-
ments. But few borrowers will take
out such loans when government
entities are offering 30-year fixed-
rate loans at low rates, which can be
refinanced at will. In theory, govern-
ment entities could be told to stop
offering such loans, to create room
for private-sector lenders. The Trea-
sury likely wouldn’t take such mea-
sures as long as it fears another
drop in house prices.

However, for a housing recovery
to be sustainable, it must draw in
large participation from private
banks or bond investors. That may
not happen till Fannie and Freddie
are scaled back and the housing
market has been allowed to clear
properly.

Even if the foreclosure crisis
subsides, the housing-financial com-
plex is still likely to get in the way.

—Peter Eavis

Private equity: from major to miner
What do rampant miners have to

do with buyout firms playing pass-
the-parcel and dabbling in leveraged
loans? They all speak to private eq-
uity’s lingering hangover.

BHP Billiton’s $39 billion cash
bid for Potash Corp. of
Saskatchewan is, in effect, a lever-
aged buyout arbitraging what might
be called the deflation trade. “Defla-
tionistas” buy fixed-income instru-
ments like high-grade debt and sell
equities. BHP can take advantage of
this by issuing debt at low yields to
buy growth assets that have fallen
out of favor, like Potash.

Not long ago, BHP may have had
to bid against the likes of Black-
stone Group. No longer. Global buy-
outs this year are running at an an-
nualized rate of about $180 billion,
according to Dealogic. Apart from
2009’s trough, that would be the
lowest level since 2003.

Besides strategic arguments, low

debt costs allow corporate buyers to
dazzle investors with promises of
earnings-per-share accretion. Buyout
firms can’t. Moreover, when they call
up capital from investors, the clock
starts ticking on achieving a pre-
ferred return of, typically, 8% per an-
num on that money before the pri-
vate-equity firm makes any carried
interest. You can bet that threshold
wasn’t set with 10-year Treasurys
yielding 2.6% in mind.

Just as fish must swim, however,
private equity must buy and sell, es-
pecially after the mid-decade fund-
raising binge. With capital markets
choppy, many funds are simply sell-
ing to one another. These “secondary
buyouts” account for 36% of private-
equity deals so far in 2010, more
than double the average for the prior
15 years, according to Dealogic.

When investors are paying 20%
incentive fees, though, they expect
haute cuisine, not reheated leftovers.

Companies that have already been
through the buyout wringer
shouldn’t make for easy gains. And
anyone invested in both the buying
and selling funds must hope every
deal really is a win-win.

There are more-creative ap-
proaches. Blackstone’s no-money-
down buyout of Dynegy, for exam-
ple, holds out the prospect of effec-
tively an infinite rate of return.

Meanwhile, the industry also is
diversifying. Steve Miller at Standard
& Poor’s Leveraged Commentary and
Data points to its increasing partici-
pation in the institutional loan mar-
ket. Private-equity-led funds in-
vested in 17% of new institutional
loans in the first half of 2010, up
from an average of 8.9% over the
prior decade.

As battered boutiques specializ-
ing in collateralized loan obligations
retreat, it makes sense for larger pri-
vate-equity groups to muscle in, us-
ing their financial nous and relation-
ships with large investors. Certainly,
with the hair-of-the-dog of big buy-
outs unavailable, alternative thera-
pies have to be tried.

—Liam Denning

U.K. showing surprising resilience
One swallow doesn’t make a sum-

mer. But how about three?
Retail sales, manufacturing and

public-finance data released Thurs-
day all showed the U.K. economic re-
covery continuing. Growth forecasts
for the full year are being revised
higher. As policy makers around the
world have been arguing, investors
may be too gloomy about the out-
look, though obstacles remain.

Despite falling consumer confi-
dence and still-constrained credit
conditions, U.K. retail sales in July
beat expectations for the fourth
month running, rising 1.1% from
June. While fiscal consolidation can’t
help but damp spending, it may be
that the removal of uncertainty
about the balance of tax increases
versus spending cuts is encouraging
some consumers to spend more and
save less, providing support.

In manufacturing, order books im-
proved in August, in particular
driven by export orders, data from
the Confederation of British Industry
showed. A positive balance of 10% of

manufacturers now expects produc-
tion to rise over the next three
months, up from 6% in June. The
rise in export orders will be particu-
larly welcome to the Bank of Eng-
land, where policy makers have puz-
zled that the drop in sterling hasn’t
seemed to stimulate exports.

In public finances, the data

showed a bounce-back from June; so
far this fiscal year the deficit has
narrowed £3.8 billion ($5.9 billion)
from a year ago, with revenue rising
rapidly and corporation tax perform-
ing particularly strongly. And there
was a decline in the central govern-
ment net cash requirement, which
feeds through directly to gilt issu-
ance. That could help to cap pres-
sure for yields to rise.

The strong performance in sec-
ond-quarter GDP growth is leading
to upgrades for the full year: Citi-
group, for instance, now thinks the
U.K. will expand 1.6% in 2010 against
1.4% previously; consensus is still at
1.2%. True, the real impact of public
spending cuts has yet to hit, mean-
ing that these numbers may yet de-
teriorate, and the global growth pic-
ture remains murky. But forecasts
for rate rises already are being
pushed back as a result, with low
rates helping to underpin growth.
The U.K. may yet defy the most
gloomy predictions.

—Richard Barley

Note: Figure for 2010 is annualized through
August 17th
Source: Dealogic

Cash is king
Global M&A by source of
funding, in trillions of dollars
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Potash Corp. was quick to play
the nationalist card against BHP
Billiton’s bid. CEO Bill Doyle high-
lighted the Canadian company’s
contribution to Saskatchewan com-
munities. He hinted the local gov-
ernment and Ottowa might be con-
cerned at Potash Corp. falling into
foreign hands. It may not be such
a clever defense. BHP says it will
relocate all Potash Corp.’s opera-
tions to Saskatchewan—a reference
to the time executives spend at its
corporate office near Chicago.

Meanwhile, should China be
worried? Chinese officials already
are less than pleased with mining
industry efforts to break from an-
nual iron-ore negotiations, which
have coincided with frothy spot
prices. Or with the BHP-Rio Tinto
plan to consolidate further with an
Australian joint venture. China is
the world’s biggest importer of
potash, a vital crop nutrient. Should
BHP bag Potash Corp., it would
control around a third of world ca-
pacity. Food for thought in Beijing.
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Message for Basel—there is another
way to avoid those big bank bailouts

The Basel committee on
Banking Supervision is set to
finalize new capital requirements
for banks by the end of the year.
They are also looking closer at so-
called cocobonds, or contingent
convertibles as an alternative to
issuing equity to meet these
requirements.

A contingent convertible is a
bond that converts into equity
after some triggering event such
as the decline in the debt equity
ratio below a threshold level. For
example, the first cocobond was
issued in November 2009 by
Lloyds bank. The bond converts
into equity as soon as the bank’s
Core Tier 1 leverage ratio falls
below 5%.

The issuance of contingent
capital has been proposed as a
method to avoid a new financial
crisis and avoid government
bailouts of banks “too big to fail.”
Interest in such securities has
been made stronger after the
observation that in the recent
crisis governments bailed out
subordinated debt holders.

There are, however, a number
of concerns with cocobonds.

First, how should the trigger
be set? In the case of Lloyds the
trigger is based on regulatory
capital ratios, which are computed
only once every quarter.

Such a mechanism will not
work where a bank capital
structure deteriorates rapidly. For
example, Citibank had a Tier 1
capital ratio that was measured at
11.8% in December 2008, at the
height of the financial crisis. This
means debt holders are not likely
to get their money back, which
makes the bonds very expensive,
and reduces their attractiveness
as an alternative to simply issuing
equity.

An alternative is to set the
trigger based on market values of

equity, not book values. For
example the bond with $1,000
nominal value is convertible into
200 shares whenever the bank’s
stock price falls below $5. So the
conversion price is in this example
equal to the trigger price: $5.

In theory, this should make the
bonds risk-free as the investor can
sell the 200 shares at $5 and get
his money back.

However, market-based
triggers create other problems.
Specifically, they create incentives

for bondholders to short the stock
to trigger conversion and dilute
the equity holders. What makes
manipulation easy here is that the
short seller does not have to
cover his short position by buying
in the open market: the issuers
will deliver the shares to the
bondholder after conversion.

Even without manipulation
through short sales, market panic
that drives the stock price below
“fair” value and triggers
conversion can create the same

diluting effect. Moreover, in a
financial crisis, stock prices tend
to experience strong downward
jumps that make the numerical
example above purely theoretical:
when the stock hits $5 on a
specific moment and conversion is
triggered, by the time the investor
has received his 200 shares, stock
prices may well be significantly
less than $5. In other words, the
bondholder is again exposed to
risk, which will make the bonds
expensive and therefore
unattractive to issuers.

In a recent paper George
Pennacchi, Christian Wolff and I
have proposed a new type of
cocobond that we have baptized
as “COERC,” a Call Option
Enhanced Reverse Convertible. We
believe that our design deals with
the three concerns about
cocobonds.

First, the trigger is based on
market values, not “old” capital
ratios. Second, the design protects
equity holders against dilution
caused by manipulation and/or
market panic. Third, the COERC is
far less risky than the typical
cocobond structure proposed by
others. As a result, banks will be
able to issue them without paying
large risk premiums.

How does a COERC work?
Going back to our numerical

example: the bond converts again

into equity whenever the stock
price falls below $5. However, now
the conversion price is much
lower than the trigger price, say
$1 per share. That means that the
bond holder will now receive
1,000 shares instead of 200
shares.

Of course, this will create
massive dilution to shareholders if
this happens. However, under our
structure the shareholders will
have a right to buy back the
shares from the bondholders at
$1, thereby undoing the dilution.
Shareholders will do this by
making a rights issue at $1 per
share as soon as the conversion is
triggered.

So what, effectively, will
happen is that equity holders will
be coerced into refinancing the
bank and repaying the debt. So
the equity issue is not imposed by
the government or the regulator,
but by the concern about massive
dilution.

Note that under our structure
the shareholders don’t have to
worry about manipulation or
short selling as they can always
undo any dilution created through
these activities. Second, because
the equity holders have a large
incentive to repay the debt
holders, COERCs are much less
risky than other bonds or non-
convertible bonds. Our
simulations show that credit
spreads are generally small so
that the instrument should be
interesting to issuers as well as
risk-averse fixed-income investors.

Avoiding the next financial
crisis can happen in two ways:
putting restrictions on leverage
and risk taking by banks that will
be at the expense of economic
growth. Or, thinking about
innovative ways in financing
banks without lowering their
value and growth opportunities.
We believe our COERC idea is
consistent with the second
approach.

—Theo Vermaelen
is professor of finance, INSEAD

The first cocobond was issued in November 2009 by Lloyds bank.
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Agribusiness

n Potash Corp. of Saskatchewan,
the target of a hostile $39 billion
bid from BHP Billiton, is exploring
potential alliances with an array
of global actors—from petrochem-
ical and agribusiness multination-
als to Chinese sovereign
banks—who could cobble together
competing offers, people familiar
with the matter said.

n Uralkali, Russia’s largest potash
producer, said it’s bringing power
broker Alexander Voloshin onto
its board of directors, a move ana-
lysts said would raise its profile
as the company seeks to become
the world’s No. 2 producer of the
highly valuable fertilizer. Voloshin,
who was chief of staff to Vladimir
Putin when he was president, re-
tains close ties to the Kremlin.

i i i

Banking

n UBS is starting a new advertis-
ing campaign aimed at re-estab-
lishing confidence in the Swiss
bank’s brand name, according to a
memo. The ad campaign, using
the slogan “We will not rest”, is
the most extensive in several
years and is designed to mend re-
lations with clients, in particular
at UBS’s flagship private bank,
which is still leaking assets.

n UBS named former Morgan
Stanley banker Wei Caias vice
chairman of its Asia investment
bank as the Swiss firm battles to
maintain ground in an increas-
ingly heated war for talent in the
region.

n HSBC is evaluating options for
its U.S. mortgage unit, including a

sale, although the bank will con-
tinue to offer home loans in the
country. HSBC’s U.S. personal fi-
nancial services division posted a
$1.58 billion first-half pretax loss,
although that was narrower than
its $2.86 billion loss a year earlier.

n Lloyds Banking Group said it’s
pulling out of Ireland, highlighting
the continued woes facing the
country’s banking sector and
economy. Lloyds, 41%-owned by
the U.K. government, said a re-
view of its Irish business-lending
operations “concluded that there
was little opportunity for scalable
growth in the future.”

n First Niagara Financial agreed
to acquire New Alliance Banc-
shares for $1.5 billion in stock,
giving the Buffalo, N.Y.-based bank
a foothold in New England. The
combined bank will have more
than $29 billion in assets, includ-
ing more than $14 billion in loans
and $18 billion in deposits.

i i i

Conglomerates

n Philips said it is outsourcing
the sales, marketing, distribution
and sourcing of its television ac-
tivities in China to China’s TPV, in
order to strengthen its brand’s
presence in the Chinese market.

i i i

Construction

n Holcim said second-quarter net
profit fell 12% to 399 million
Swiss francs ($383 million), but
the Switzerland-based cement and
building aggregates maker warned
that weak cement demand in Eu-
rope is offsetting steady growth in
Asia, echoing concerns from rivals
Lafarge and Cemex.

i i i

Consumer goods

n Unilever could be forced to sell
some businesses after the Euro-
pean Commission raised concerns
about its proposed €1.28 billion
($1.6 billion) acquisition of Sara
Lee’s personal-care unit.

i i i

Energy

n Transocean accused BP of with-
holding valuable information
about the Deepwater Horizon oil
spill, saying the U.K. oil company
is crippling Transocean’s ability to
conduct its own investigation into
the disaster.

n Cnooc, China’s largest listed
offshore oil and gas producer by
capacity, reported its first-half
profit more than doubled to 26
billion yuan ($3.8 billion) because
of an increase in oil and gas pro-
duction and higher international
crude oil prices, and said it will
shuffle its top management.

i i i

Financial services

n MasterCard plans to purchase
European payment processing
company DataCash for $520 mil-
lion, an all-cash deal aimed at ex-
panding its e-commerce business.

i i i

Pharmaceuticals

n GlaxoSmithKline and U.S.-based
partner Human Genome Sciences
said their jointly developed exper-
imental drug Benlysta—potentially
the first new treatment in decades
for the autoimmune disease lu-
pus—will get a priority review
from U.S. regulators. The product,

also known as belimumab, is not
yet approved or licensed any-
where in the world.

i i i

Retail

n Barnes & Noble said that it is
nominating two candidates for
election to its board on Sept. 28,
as its proxy battle with its second
largest shareholder heats up. The
largest U.S. bookstore chain dis-
closed that it has selected David
Golden, a partner in Revolution,
an investment company, and David
Wilson, CEO of the Graduate Man-
agement Admission Council, a
non-profit education group to re-
place two current directors who
have decided not to run.

i i i

Technology

n Intel agreed to buy security
software specialist McAfee for
$7.68 billion, a surprise transac-
tion that underscores the com-
pany’s determination to expand
beyond its stronghold in chips.
The deal, the largest in Intel’s 42-
year history, was described by the
companies as evidence that secu-
rity is becoming one of the funda-
mental pillars of computing. Intel
suggested security could be built
more broadly into computer chips
and other hardware.

n Google has doubled the time
Germans have to opt out of partic-
ipation in its “Street View” fea-
ture, which has sparked a fierce
public debate on privacy concerns.
The company said that Germans
will now have eight weeks, instead
of four, to request images of their
homes be deleted. Google recently
announced it will introduce
“Street View” for 20 German cit-

ies in November, raising concerns
in this privacy-conscious country.

n Facebook unveiled a new way
for users to share their physical
locations online, extending the so-
cial-networking giant’s reach into
the real world even as it opens it-
self to new potential concerns
about privacy. The new service,
called Places, allows Facebook us-
ers to tap the location-sensing ca-
pabilities of their mobile phones
to “check in” to a business or ad-
dress and then instantly share it
with their Facebook connections.

n Research in Motion is shopping
for a mobile advertising network,
people familiar with the matter
said. In recent months, the maker
of BlackBerry has held talks with
mobile ad network Millennial Me-
dia about a potential acquisition,
but the talks have stalled over dis-
agreements regarding the value of
Millennial. RIM is under a grow-
ing amount of pressure to respond
to Google and Apple, which pur-
chased AdMob and Quattro, and
are making strong inroads in the
wireless computing industry.

n JLJ, the parent of a supplier of
components to Apple, said Execu-
tive Chairman Chua Kim Guan has
voluntarily stepped down. Chua is
the brother-in-law of Andrew Ang,
who was named in a lawsuit by
Apple, along with Paul Shin
Devine. Devine, a global supply
manager at Apple, was charged in
the U.S. for allegedly receiving $1
million in kickbacks from six sup-
pliers in Asia in return for confi-
dential information that would
help them negotiate favorable
contracts with Apple.

n Lenovo swung to a first-quarter
net profit of $54.9 million, as
growth in personal-computer
shipments made up for pressure
on the company’s margins since it
shifted its focus toward emerging
markets and lower-price consumer
products. But the Chinese PC
maker, which bought IBM’s PC
business in 2005, warned that its
focus on those segments will keep
pressuring margins. Lenovo is the
world’s fourth-largest PC maker.

i i i

Telecommunications

n China Mobile, the world’s big-
gest mobile operator by subscrib-
ers, reported a 4.2% profit growth
for the first half to 57.64 billion
yuan ($8.5 billion) as competition
intensified and it added low-in-
come subscribers in rural areas.

n MTN, Africa’s largest cellphone
operator by subscribers, aban-
doned its strategy to grow
through acquisitions, and instead
said it will increase dividend pay-
ments to shareholders after a 6.1%
rise in first-half profit to 8.09 bil-
lion rand ($1.1 billion).

i i i

Watches

n Switzerland’s continued to ben-
efit from strong demand in July,
confirming recent bullish senti-
ment across the industry. Exports
of Swiss watches rose 20% from a
year earlier, boosted by a 55% rise
in exports to Hong Kong and a
30% increase in exports to Japan.

BUSINESS WATCH

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

The cast of ‘The Expendables,’ including Sylvester Stallone, left, and Terry Crews, center, rang the opening bell on the New York Stock Exchange, on a day that saw
the Dow Jones Industrial Average drop 1.4%. ‘The Expendables,’ an action romp about a gang of mercenaries who get caught up in a plot to overthrow the dictator
of a fictitious nation, earned $35 million in its first weekend, topping the U.S. box office. The film will be showing in most European countries by month-end.

Reuters

On Wall Street, muscles can’t lift stocks
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Visitors go on display at the museum
Matt Sikora doesn’t look at the

Rembrandts and Rodins at the De-
troit Institute of Arts. His eyes are
trained on the people looking at
them.

Mr. Sikora watches where visi-
tors stop, whether they talk or read,
how much time they spend. He re-
cords his observations in a handheld
computer, often viewing his subjects
through display cases or tiptoeing
behind them to stay out of their
sight. “Teenage daughter was with,
but did not interact, sat on bench,
then left,” read notes of one visit.

Mr. Sikora is the Detroit Institute
of Arts’s director of evaluation. He
and five other observers are study-
ing how visitors use the exhibits so
the museum can tell if its informa-
tion is accessible and which galler-
ies are popular.

More museums are paying to
send stealth observers through their
galleries. Based on what they see,
the museums may rearrange art or
rewrite the exhibit notes. Their ef-
forts reflect the broader change in
the mission of museums: It’s no lon-
ger enough to hang artfully curated
works. Museum exhibits are ex-
pected to be interactive and engag-
ing. As well, many foundations and
donors are requiring proof that
their funding is well-spent, and the
studies provide data to show a rise
in traffic or exhibit engagement.

The Metropolitan Museum of Art
in New York is studying how visitors
use its maps and signs to see if they
could be clearer. And the Art Gal-
lery of Ontario has been studying
how people find different maps
since it reopened in 2008. Its prob-
lem: north typically goes at the top
of a map, but the entrance typically
belongs on the bottom, and its en-
trance is on the north side of the
museum. “Whichever way you do it,
a significant portion of your visitors
find the map upside down,” says
Judy Koke, deputy director of edu-
cation and public programming.

It’s tedious work. In Detroit, Mr.
Sikora’s recent morning of work led
to the discovery that the average
time visitors spent in a gallery was
2 minutes and 56 seconds. Out of six
visitors, four stopped at Georges
Seurat’s pointillist seascape, “View
of Le Crotoy from Upstream,” mak-
ing it the gallery’s most popular art
work. Three read the work’s label.

The idea of trying to reach quan-
tifiable judgments on how works
should be hung is anathema to
some. “Collections are hung at the
discretion of the curators. They
have a vision of how collections will
be best presented to visitors,” says
Carrie Heinonen, vice president for
marketing and public affairs at the
Art Institute of Chicago. With lim-

ited research funds, Ms. Heinonen
says asking visitors questions about
their experiences is more useful
than observing them.

The earliest visitor studies began
in the 1920s, when researchers first
observed that people tend to pay
less attention later in their visits
and favor turning right upon enter-
ing a gallery. The field has taken off
in the past decade as the U.S. Na-
tional Science Foundation started
requiring that museums that receive
its grants evaluate their exhibits as
a way to hold them accountable.

Even with today’s tighter bud-
gets, many museums dedicate 10%
of their operating budgets to evalu-
ation, which includes observing visi-
tors as well as passing out question-
naires among other steps, says
Kirsten Ellenbogen, president of the
Visitor Studies Association, a pro-
fessional organization of museum
researchers. She works at the Sci-
ence Museum of Minnesota, which
spends $900,000 on evaluation an-
nually, supporting a staff of 12.

In Detroit, the Institute of Arts,
with its collections from European
Renaissance painting to contempo-
rary sculpture, is especially sensi-
tive to its visitors’ experiences be-
cause it relies largely on local and
repeat visitors, not tourists. When
the museum redesigned its galleries
and reinstalled the art, a multi-year
project completed in 2007, it used
covert observation, as well as visi-
tor interviews, panels and other
studies. Now, it is evaluating 14 of
its more than 100 galleries to see
how well its new layout is working
and if it needs to make any adjust-

ments. Because observing visitors is
so slow-going, Mr. Sikora expects to
finish his research in 2012.

A big problem that the Detroit
museum hopes it has solved: getting
visitors to read the written descrip-
tions and analysis next to the art. In
its pre-renovation studies, it found
that the most-read text, between a
Matisse and a Picasso, was read by
just 26% of visitors. Four panels

were read by just 2% of visitors. So
the museum cut the write-up’s
lengths and curators broke up text
with bullet points and graphics.

Mr. Sikora can spend long
stretches alone in the gallery, wait-
ing for someone to enter. As soon as
the first person crosses the thresh-
old, he starts the clock, and no mat-
ter how many other people also
wander in, he watches only one at a

time. If someone cuts through on
the way to the restrooms, it doesn’t
count. He records a visitor as stop-
ping in front of a painting if both
feet are planted and the person is
facing the same direction for at
least two seconds. He also notes de-
tails such as whether a visitor reads
the label next to the work out loud.

The hardest visitors to observe,
Mr. Sikora says, are the ones who
drift, surveying the art from a dis-
tance, making it difficult for him to
record where they stop or whether
they read the painting’s label. In
two hours one morning, he recorded
14 observations, but discarded eight
because the visitors stayed in the
gallery for less than one minute, too
short to count. Only one visitor
qualified as what museum research-
ers call “a diligent visitor”—stop-
ping at more than half the objects.

Museum researchers doubt most
visitors know they might be the
subjects of such studies, and Mr.
Sikora carries a letter explaining the
purpose of the study in case anyone
asks. No one has.

When told that the museum’s
staff might be observing her, Ceil
Toepel, a 63-year-old retiree who
lives in Sterling Heights, Mich., said
she has sometimes felt watched in
the museum but doesn’t mind.

Bob Rubin, an investment banker
from Huntington Woods, Mich., who
was visiting the museum to cele-
brate his 69th birthday with his
wife, Judy, said he was pleased that
the museum observes visitors. “In
business they do that,” he said.

BY ISAAC ARNSDORF

‘The Meeting of David and Abigail’
by Peter Paul Rubens. It is one of the
gallery’s big draws.

Museum visitor
Edward Jones from
Youngstown, Ohio.

After noticing visitors
walked by the gallery
summary panel, the
museum moved it next
to this Rubens.

Matt Sikora, the museum’s
director of evaluation, with
his hand-held computer.

Source: Detroit Institute of Arts

Visitor tracking
The Detroit Institute of Arts
studied visitors in its Rubens
gallery. Here’s what some did:

‘The Meeting of
David and Abigail’

TIME
GROUP SPENT

AGE GENDER SIZE (minutes)

50s F 3 5:31

40s M 1 1:05

30s M 1 0:09

The Rubens room at the Detroit Institute of Arts, photo above and diagram below.
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Europe

n The U.K. economy kicked off
the third quarter in fine fettle,
with strong retail sales growth,
weaker-than-expected government
borrowing, firm industrial orders
and a modest pickup in mortgage
lending.
n Retail sales volumes rose 1.1%
from June and were 1.3% higher
than in July last year—the stron-
gest monthly gain since February.
n The public sector borrowed
£3.2 billion ($5 billion) in July, be-
low expectations for net borrow-
ing of £4.3 billion and net public-
sector borrowing of £5.5 billion in
July last year.
n Gross mortgage lending rose
£13.6 billion in July, up 5% from
June but 3% weaker than the in-
crease seen in July last year, said
the Council of Mortgage Lenders,
an industry group.

n The U.K. is giving its law-en-
forcement authorities new powers
to fight a wave of new narcotics
known as “legal highs.” The drugs
are often legal when they hit the
market because authorities have
never seen or banned them be-
fore. With names like Meow Meow
and NRG-1, the drugs have been
particularly popular in Europe.
New synthetic cannabinoids that
are similar to marijuana have also
appeared widely in the U.S.

n Leon Brittan, former European
Union Trade commissioner and
minister in Margaret Thatcher’s
government, has been appointed
as a trade adviser to the coalition
government. Brittan, 70, has been
tasked with helping shape the new
government’s trade policy. Prime
Minister David Cameron has made
export and trade promotion a ma-
jor domestic policy goal.

n Germany’s central bank raised
its forecast for economic growth
in 2010, becoming the first official
body to upgrade its outlook after
data showed the fastest growth in
20 years. The Bundesbank lifted
its 2010 forecast to 3% after sur-
prisingly buoyant second-quarter
figures released last week.

n Greece’s strong action to reduce
its excessive budget deficit should

pave the way for the payment of a
second tranche of €9 billion ($11.6
billion) in euro-zone financial aid
to the country in September, the
European Commission said. The
country’s deficit has fallen by 46%
over the first half of 2010, the
commission said—a reduction that
is “faster than planned.”
n Greece’s deepening recession is
driving joblessness steadily
higher, feeding discontent with
government austerity program
and dragging on the broader econ-
omy. The International Monetary
Fund predicts the jobless rate will
reach 14.8% by 2012. The Greek
economy contracted by 3.5% in
the second quarter from a year
ago, hitting retailers hard and
sending unemployment rates to
above 12% of the work force.

n France’s top-notch credit rating
was reaffirmed by the three main
global ratings agencies ahead of
Friday’s meeting between French
President Nicolas Sarkozy senior
ministers to discuss growth pros-
pects for the French economy and
the country’s public deficit.

n France expelled nearly 100
Gypsies, or Roma, to their native
Romania as part of a very public
effort by Sarkozy to dismantle
Roma camps. The expulsions come
amid French concerns over
lawlessness and how to deal with
mobile populations in the
expanded version of the European
Union.

i i i

U.S.

n BP will attempt to replace a
damaged blow-out preventer be-
fore it permanently kills its rup-
tured deepwater Gulf of Mexico
well, the leader of the federal oil
spill response effort said. The at-
tempt to fish the device out of
5,000 feet of water, and replace it
with a stronger equivalent, is
likely to push back BP’s attempt to
inject cement from the bottom of
the well to the week of Sept. 6.
n The Obama administration’s
conclusion that much of the oil re-
leased into the Gulf of Mexico
from the Deepwater Horizon spill
has disappeared is coming under
additional fire from scientists.
n Oil escaping from the damaged

well was trapped underwater in a
drifting plume of hydrocarbons
the size of Manhattan and helped
turn the Gulf of Mexico into a
test-tube of experimental petro-
leum chemistry, scientists who
probed the submerged spill region
said.

n The number of U.S. workers
making new claims for jobless
benefits unexpectedly rose last
week to the highest level in nine
months, a distressing sign for an
already weak labor market. Initial
unemployment claims rose by
12,000 to 500,000 in the week
ended Aug. 14, the Labor Depart-
ment said. It was the highest level
since Nov. 14, when claims stood
at 509,000.

n A new Congressional Budget
Office projection reflects a wors-
ening of the deficit picture for fis-
cal 2011, but little change in other
years since its last estimate in
January. The CBO projections in-
volve several assumptions that
likely make them optimistic. They
assume the Bush-era tax cuts ex-
pire at the end of 2010, for exam-
ple, and also that Congress makes
no further adjustments to prevent
the alternative minimum tax from
hitting middle-class taxpayers.

n New Jersey was accused by the
Securities and Exchange Commis-
sion of misleading investors about
the health of its two largest state
pensions while selling billions of
dollars in bonds. State authorities
settled the case without admitting
or denying wrongdoing. It was the
SEC’s first securities-fraud case
against a state. While it singled
out New Jersey, the SEC is con-
ducting several investigations into
what other states disclosed about
their weakened finances.

i i i

Americas

n In Mexico, a surge of drug vio-
lence in Monterrey, the country’s
business capital and richest city,
has prompted an outcry from
business leaders, who took out
full-page ads asking President Fe-
lipe Calderón to send in more sol-
diers to stem the violence. The
growing violence in Monterrey,
long one of Mexico’s most modern

and safe cities, is a sign that the
country’s war against drug gangs
is spreading ever further from
poorer battlegrounds along the
border and into the country’s
wealthiest enclaves.

i i i

Asia

n The Malaysian ringgit surged
to a near 13-year high and may
scale new heights in the next few
months after the country’s central
bank eased foreign exchange rules
further by allowing companies to
use the currency to settle interna-
tional trade, dealers said.

n Japan’s government is consider-
ing another round of stimulus to
stoke growth as measures enacted
during the recent financial crisis
begin to expire. But policy makers
face a daunting challenge balanc-
ing any new spending with their
pledges to curb the country’s
debt, which is already approach-
ing twice the size of Japan’s gross
domestic product.

n Thailand’s commerce minister
urged the central bank to do more
to stabilize the baht, blaming the
currency’s strength for a sharp
slowdown in export growth, which
pushed the country to a trade def-
icit in July. Southeast Asia’s sec-
ond-largest economy ran a trade
deficit of $939 million in July, af-
ter imports surged 36.1% to a 23-
month high of $16.5 billion, while
exports rose 20.6%.

n South Korea has blocked North
Korea’s new Twitter account from
being accessed in the South, say-
ing the tweets contain “illegal in-
formation” under the country’s se-
curity laws, officials said. North
Korea announced last week saying
it has a Twitter account and a
YouTube channel in an apparent
effort to boost its propaganda war
against South Korea and the U.S.

n In China, a bomb attack in the
restive Xinjiang region killed
seven people and wounded 14, and
an exile group claimed victims in-
cluded members of the local po-
lice force and its auxiliary unit.
The attack was the deadliest vio-
lence reported in Xinjiang since
bloody rioting in the regional cap-

ital of Urumqi last year that left
200 people dead.

n Richard Holbrooke, the U.S. En-
voy to Pakistan and Afghanistan,
called on China to do more to help
the flood-ravaged people of Paki-
stan. “I think the Chinese should
step up to the plate,” Holbrooke
said. “They always say that Paki-
stan is their closest ally.”

i i i

Middle East

n In Iraq, the last American com-
bat brigade left the country, seven
years and five months after the
U.S.-led invasion, and well ahead
of President Obama’s Aug. 31
deadline for ending U.S. combat
operations there.
n The spokesman for U.S. forces
in Iraq said Iraqi police and mili-
tary are up to the task of keeping
the country secure, adding that
the sooner the Iraqi government
is seated, the calmer the country
will be.

i i i

Africa

n In Johannesburg, police fired
rubber bullets on protesters as a
nationwide civil-servants’ strike
for higher wages took hold in
South Africa. On the second day
of the strike, the government or-
dered the army medical corps to
treat patients who have been
abandoned by medical workers.

i i i

Australia

n Australian Prime Minister Julia
Gillard ruled out any “horse trad-
ing” with the environmentalist
Greens party over a reduced
planned mining profits tax if the
Greens hold the balance of power
in the Senate after Saturday’s
election. “If I am elected as prime
minister on Saturday, the minerals
resource rent tax I legislate will
be the one that was agreed” with
major miners last month, she said.

WORLD WATCH

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

In the port area of Amsterdam, spectators watch the Sail-In Parade marking the beginning of the Sail Amsterdam 2010 nautical festival held every five years in the Dutch capital.

Reuters

In Amsterdam, tall sail ships kick off nautical festival
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Greek woes spur discontent
ATHENS—Greece’s deepening re-

cession is driving joblessness
steadily higher, feeding discontent
with the government’s austerity
program and dragging on the
broader economy.

Greece’s gross domestic product
contracted by 3.5% in the second
quarter from a year earlier, hitting
retailers hard and sending unem-
ployment rates to above 12% of the
work force, according to data re-
leased last week.

Forecasts vary on just how bad
unemployment could get. The Inter-
national Monetary Fund predicts the
jobless rate will reach 14.8% by
2012. But some labor experts fear
that before long, one in five Greek
workers could be without jobs.

A big worry is that the coming
end of the tourist season, a major
strut for the Greek economy, looms
as the next threat to Greece’s strug-
gle back to solvency and economic
growth.

“We expect real unemployment
to top one million workers by the
year’s end, which is a rate of 20%.
We warned the government early on
that their policy mix was flawed and
would lead to this,” said Stathis
Anestis, spokesman of the private-
sector umbrella union GSEE.

Unemployment, rising prices and
an increasing tax burden could spell
social unrest in the months ahead,
Mr. Anestis said. “I fully expect a
social explosion and riots in autumn
after summer vacations are over.”

The jobs shortage underscores
Greece’s difficult recovery from
near-insolvency in May, with finan-
cial markets still fearing a relapse
that could put new strains on the
euro and government debt markets.
In terms of divergence within the
16-country bloc, the gap between
Greece and Germany, with its strong
recovery, has never been wider.

The Greek government already
has dealt with flare-ups of public
anger this year, when it agreed to
rigid fiscal cutbacks to qualify for a
€110 billion (about $140 billion)
bailout from the European Union
and the IMF.

While there are no clear indica-
tions of more violence to come, pub-
lic anxiety is palpable and consum-
ers are holding back.

Store closings nationwide have
risen 14.8% between mid-2009 and
mid-2010, according to a survey by
the National Confederation of Greek
Commerce, ESEE. The situation is
exceptionally dire in the center of
Athens, where the overall economic
woes as well as recurrent street
protests have forced between 20%
and 25% of the area’s shops to close,
according to ESEE.

“Greek retail has been going
through a strong crash test for a
year, and the collapse of economic
activity threatens businesses sur-
vival and is imposing additional se-
rious pressure on employment,” said
ESEE Chairman Vassilis Korkidis.

The jobs crisis is especially acute
in northern Greece, where the Mace-
donia and Thrace regions see jobless
rates of near 16%. After the tourist
season draws to a close, the Ionian
and Aegean islands are expected to
match those levels.

Job losses are hitting all age
groups, but people fresh out of
school and young people in services-
related or part-time jobs are the
most vulnerable. One in three 15- to
24-year-olds who have left school
and are in the labor force looking
for work can’t find jobs, according
to Greece’s Ellstat statistics agency.

Thanasis Alexopoulos has been
relying on his parents for support
since leaving university with a de-
gree two years ago. The 24-year-old
from Athens has spent stints wait-
ing tables, but mostly has been
sending out résumés.

“I am seriously thinking of leav-
ing Greece, because we need a revo-
lution in this country to have hopes
for a better future,” he said.

Public-sector workers also are
taking the brunt of job losses, as na-
tional and local governments pare
back to meet stiff austerity targets.

George Kiolias, 39, was queued
up outside an unemployment office
after losing his job—at the unem-
ployment office. Mr. Kiolias used to
work at the Athens central head-
quarters of the Employment and La-
bor Agency until he was laid off
seven months ago.

“I was hoping to get married and
rent a place of my own, but those
dreams are gone and I am increas-
ingly frustrated,” Mr. Kiolias said.

He blames the government for
agreeing to the IMF conditions. “I
have never been a fan of protest ral-
lies,” he said. “This time I will join
in if things don’t improve.”

According to a Public Issue poll
published Aug. 1 in the national Ka-
thimerini newspaper, 92% of Greeks
said both the jobs situation and the
country’s inflation rate had wors-
ened during the 10 months of So-
cialist rule. Only 2% thought either
had improved.

Against a backdrop of rising job-
lessness, Prime Minister George Pa-
pandreou has been meeting with top
government officials to discuss how
to ramp up tax collections. Tax in-
takes are €700 million below the
seven-month targets, people within
the government said.

In line with the prime minister’s
drive, Greece’s financial-crimes of-
fice is targeting issuing up to €5 bil-
lion in fines by year’s end to clamp
down on rampant tax evasion. The

target is an attempt to soothe wide-
spread discontent that the rich have
not been made to pay under the
austerity program, as well as meet
the EU-IMF bailout program’s strict
deficit-slashing revenue targets.

“The government is forced to cut
the budget deficit by 5.5 percentage
points to 8.1% by year’s end, and
this is naturally creating a serious
economic contraction,” said Nick
Magginas, senior economist at the
National Bank of Greece.

The government is seeking ways
to provide hope for a future recov-
ery. These include lifting restric-
tions imposed on such professionals
as lawyers, engineers, pharmacists
and notaries public that limit com-
petition and increase costs to the
consumer. Also under consideration
is breaking up and liberalizing the
energy and transportation sector,
including the monolithic railway.

Such prospects hold little hope
for older unemployed people like
Vassilis Bouras. The construction
worker was four years away from
retirement when he was laid off in
October 2009 from his job in the
central Greek region of Thessaly. He
hasn’t found work since.

He now lives off his savings and
is stretched to pay his alimony ev-
ery month. “They also raised retire-
ment ages but without work I can’t
gather sufficient pension contribu-
tions to ever get a pension,” he said.

BY NICK SKREKAS

Source: GSEE union, Ellstat, Association of Greek Tourist Enterprises

Looming threat | Greece's unemployment rate is marching steadily higher

32.5% 20% -3.5% €110 billion20%
Greece's forecast
unemployment
rate by year-end

Jobless rate among
Greece's

15- to 24-year-olds

Percentage of Greeks
employed by the
tourism industry

Contraction in Greece's
second-quarter GDP
from a year earlier

Total for Greece's
bailout from the EU

and IMF

Protesters in Athens hold a banner calling for lower prices on bread onWednesday.

Athens met
aid criteria
with cuts,
EU says

BRUSSELS—Greece’s strong ac-
tion to reduce its excessive budget
deficit should pave the way for the
payment of a second tranche of €9
billion ($11.57 billion) in euro-zone
financial aid to the stricken country
in September, the European Com-
mission said Thursday.

The country’s deficit has nar-
rowed by 46% over the first half of
2010, the commission said—a reduc-
tion that is “faster than planned.”

Spending by the state has also
dropped 17% compared with the
first half of 2009, and the govern-
ment has undertaken public-sector
wage cuts and pension reforms, the
commission added.

“Greece has managed impressive
budgetary consolidation during the
first half of 2010 and has achieved
swift progress with major structural
reforms,” said Economic and Mone-
tary Affairs Commissioner Olli Rehn.

But challenges and risks remain,
he said. “The main immediate chal-
lenge is to safeguard adequate li-
quidity and financial stability of the
banking sector. At the same time,
the structural reform agenda needs
to be pressed ahead to unleash the
huge potential for raising growth,”
said Mr. Rehn.

In May, countries using the euro
currency along with the European
Central Bank and the International
Monetary Fund agreed to a €110 bil-
lion loan package for Greece to help
it pay its debts. A first payment of
€20 billion was paid soon afterward.
Euro-zone finance ministers will
discuss the second payment for
Greece at their next meeting in Sep-
tember.

Bank of Greece Governor George
Provopoulos said Thursday that
there is “every reason to be optimis-
tic on the progress that Greece is
making.”

“Public finances are under con-
trol, structural reforms have ambi-
tiously started and the country has
begun on an upward virtuous cycle,”
he said in a televised statement be-
fore a meeting with Prime Minister
George Papandreou.

“The growth prospects for the
local economy are positive and im-
portant progress has been made to
provide security, stability and social
justice for Greek citizens,” Mr. Pro-
vopoulos said.

—Nick Skrekas
contributed to this article.

BY CAROLYN HENSON

NEWS

Intel wagers on security with deal to acquire McAfee
seeking a buyer.

Shares of Symantec rose 6.2%, or
78 cents, to $13.37 in Nasdaq trad-
ing Thursday in a sign some inves-
tors are betting the company could
also become an acquisition target.

Intel, for its part, has been look-
ing at software firms to bring it into
new markets, including chips for
cellphones and consumer devices.

Mr. Otellini had indicated a major
focus on software, an effort spear-
headed by Renee James, Intel’s se-
nior vice president of its software
and services group. And in April, In-

Continued from first page tel Chief Financial Officer Stacy
Smith said that the company would
be looking at acquisitions to help it
make more customized products.

Intel is targeting the smartphone
space with its Atom chip, which is
widely popular in netbooks, but has
yet to make waves in a cellphone
market dominated by less power-
hungry chips built by Qualcomm
Inc. and others off of a design from
ARM Holdings PLC.

Last year, Intel purchased soft-
ware-maker Wind River Systems
Inc. for $884 million to help move
the Atom chip into embedded de-

vices such as electronic billboards
and automatic teller machines. By
providing software, Intel makes it
easier for customers to adopt its
chips.

Like Wind River, McAfee will be
operated as a separate subsidiary
under its own brand. Mr. Otellini
said it has received commitments
from McAfee management to stay
on in their current jobs for “multi-
ple years.”

The deal is Intel’s second this
week. Monday, Intel said it would
buy Texas Instruments Inc.’s cable-
modem product line for an undis-

closed amount.
The acquisitions come as Intel

last month reported its best-ever
quarterly results in an ongoing re-
bound in the semiconductor market.

Intel expects the deal to slightly
cut into earnings the first year after
closing because of merger-related
charges, and have little impact on
the bottom line in the second year.

For its part, McAfee’s second-
quarter earnings rose 38%, allaying
concerns about its business after a
weak first quarter. The company
said sales grew sharply in North
America, one of its key markets.

“I’m very excited and fully com-
mitted to joining the Intel team,”
said McAfee Chief Executive Dave
DeWalt.

Both boards have unanimously
approved the deal. The agreement
still requires McAfee shareholder
approval and regulatory clearances.

Intel was advised on the deal by
Goldman Sachs Group Inc. and Mor-
rison & Foerster LLP. McAfee was
advised by Morgan Stanley and Wil-
son Sonsini Goodrich & Rosati.

—Nathan Becker
and Jerry A. DiColo

contributed to this article.
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THE QUIRK

An airline magazine shows
travelers the real Afghanistan
S AFI Airways, a start-up Afghan

airline, ventures where few air
carriers dare to go: Its in-

flight magazine tells the ugly truth
about the place where you’re about
to land. American Airlines’ maga-
zine lists the 10 best pizza parlors
in America. United Airlines has a
spread headlined “3 Perfect Days:
Amsterdam,” presumably perfecting
its 2007 article, “3 Perfect Days:
Amsterdam.”

In the seat pocket in front of you
on Safi, you will find an article on
Kabul heroin addicts, photos of bul-
let-pocked tourist sites and ads for
mine-resistant sport-utility vehicles.

The airline provides this in-
sider’s tip about one of the city’s
leading luxury hotels: “The rooms
are individually air-conditioned, ac-
cessorized with amenities you will
find in 4-star hotels abroad, sheets
are clean, view from the room is
nice, and—after the suicide bombing
that took place—security measures
have been implemented.”

Says Christian Marks, the maga-
zine’s cheerfully blunt German edi-
tor: “I would like it to be a maga-
zine where you can read interesting
things, not just get brainwashed by
some marketing agency that says
you can’t show problems.”

One recent edition featured a
long, approving piece headlined,
“Live Entertainment in Kabul: Dog
Fighting.” The writer says dogs in
Afghanistan don’t fight to the death,
just until one proves dominant.
“They are usually pulled apart be-
fore they can inflict serious damage
on each other,” the article assures
passengers, despite the photo of two
worried Afghans carrying away a
limp black-and-white behemoth
from the fight.

Safi flies routes between Kabul
and Frankfurt, Dubai and Kuwait. Its
passengers are mostly aid workers,
security consultants, jour-
nalists, defense contractors
and diplomats, who go to
the war zone with eyes
wide open. “Let’s face
it—anyone who is going to
Afghanistan is not some
tourist who is going hik-
ing,” says the airline’s chief
commercial officer, Claus
Fischer.

Mr. Marks lived in Kabul
for two years, developing
economic-development-
themed radio soap operas, and he
believes each new wave of Safi pas-
sengers needs a guide to the restau-
rants, hotels and tourist sites the
city has to offer. “It’s not only
bombing, and it’s not only terrorists
around,” says Mr. Marks. “I lived
long enough there to know you can
go out every evening. If you go to
the French restaurant, you can drink
champagne and eat foie gras.”

The magazine is heavily tem-
pered, however, by the realities of a
country facing an angry, anti-West-
ern insurgency given to ambushes
and kidnappings. When he is in
Kabul, Mr. Marks himself says he
carries a Russian pistol under his
jacket, since he doesn’t intend to go
down without a fight.

In one recent edition of the mag-

azine, Tom de Geytere, Safi’s chief
financial officer, honors two British
Safi pilots wounded by glass when a
car bomb blew out the windows of
their hotel rooms just as they were
emerging from their showers. “It
was difficult to hear the reports of
those staff physically and mentally
injured, but wonderful to see them
all back safe and sound, no doubt a
mix familiar to many of you.”

Indeed, the magazine warns, “ri-
ots happen occasionally and are of-
ten accompanied by looting.” The

Bibi Mahru swimming pool
overlooking Kabul offers a
beautiful view of the city,
but contains no water, the
magazine reports. Its div-
ing platforms were “notori-
ous as an execution spot”
under the Taliban.

One sightseeing recom-
mendation is the Kabul
zoo, former home to Mar-
jan the one-eyed lion. Mar-
jan was a gift from Ger-
many in the 1960s, but 30

years later the zoo was on the front
lines in a civil war and Marjan’s
keeper went AWOL. When a Taliban
fighter climbed into Marjan’s enclo-
sure, the hungry lion killed him.
“The man’s brother returned the
next day for a revenge attack and
threw a grenade into the cage, leav-
ing Marjan blind and lame,” the
magazine says. After Marjan died in
2002, China donated two new lions,
two bears, two pigs and a wolf to
the zoo.

The magazine’s audience attracts
advertisers as specialized as its con-
tent. There are an Australian firm
that offers medical services in scary
places; a Middle Eastern satellite-
communications company whose
gear works in the phoneless hinter-
lands; and a war-zone car-repair

service with outlets in Kabul, Bagh-
dad and Monrovia. The ad for Alpha
Armouring Panzerung, a Munich
company, shows an armored Mer-
cedes SUV cruising through the
flames of a roadside bomb.

Safi was established in 2006 by a
prominent Herat family of the same
name. The Safis launched their for-
tune in the early 20th century, trad-
ing dried melon seeds, and have
since expanded into the oil, steel,

real-estate and hotel industries. The
family knew little about the airline
industry, though, and soon brought
in German managers. The first plane
got off the ground in 2008, and the
airline hopes to expand its routes to
Beijing and New Delhi.

The company claims to offer bet-
ter safety and convenience than its
rivals, and charges a bit higher
fares. Among other things, it keeps
its planes overnight in Kabul rather
than flying them to safer parking
spots abroad. This allows passen-
gers to make faster connections to
other airlines.

Last year, Mr. Marks bumped
into a Safi executive at the Dubai
airport and pitched him on the idea
of a magazine aimed at expatriates
living in Kabul and distributed on
airlines flying into the country. The
executive countered with a pro-
posal: Could Mr. Marks instead pro-
duce an in-flight magazine for Safi’s
inaugural flight to Frankfurt two
week later? He did so, and has pub-
lished five issues since then.

Safi executives don’t edit the ar-
ticles for content; like Mr. Marks,
they say they don’t want to paper
over the facts of Afghan life. “Any-
one who is going to Afghanistan
knows about these issues anyway,”
says Mr. Fischer, the chief commer-
cial officer. “What would be the
point of not talking about them
openly?”

BY MICHAEL M. PHILLIPS
Kabul

Safi doesn’t pretty up life in Afghanistan, including bombings and dog fighting.
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ONLINE TODAY: See articles from
Safi Airways’ in-flight magazine at
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France deports
Gypsies to Romania

PARIS—France put around 80
Gypsies on flights to Romania
Thursday as the government ratch-
eted up a controversial law-and-or-
der campaign.

The French government had
planned to send 93 Gypsies, or
Roma, back to Romania on Thurs-
day, but at least 18 didn’t turn up
for their flights, officials said.

The expulsions come amid
French concerns over how to deal
with mobile populations in the ex-
panded version of the European
Union. Over the past decade, Central
and East European countries includ-
ing Hungary, Bulgaria and Romania,
whose populations are generally
poorer than West Europeans, have
joined the EU. Most of Europe’s esti-
mated 11 million Gypsies live in the
east. The EU guarantees freedom of
movement to citizens of member
states, but only on condition they
can support themselves.

French Interior Minister Brice
Hortefeux said the problem was ille-
gal camps. “We are enforcing simple
rules,” he said. “One cannot just ille-
gally occupy land without authoriza-
tion.”

The returns on Thursday were
part of a “voluntary” repatriation
program, in which each adult is
granted €300 (about $390) and each
minor €100 for returning to his or
her country of origin. Those who
stay too long in France and who
don’t choose to return voluntarily
will later receive an order from the
government to leave the country
anyway, though such orders are
sometimes difficult to enforce.

France has been expelling for-
eign Gypsies for the past few
years—an estimated 12,000 were
deported in 2009, according to Alex-
andre Le Clève, a spokesman for ad-
vocacy group Rom Europe. There
have been 25 rounds of expulsions
already this year, according to the
Interior Ministry, which didn’t give
the total number of people involved.

Thursday’s deportations—ex-

pected to be the first of several
rounds this month, expelling a total
of about 700 people—have attracted
attention because they come amid
increasingly tough talk about crime
in general. On July 28, President Ni-
colas Sarkozy ordered the disman-
tling of illegal sites used by Gypsies.
He has linked Roma camps to drug
trafficking, prostitution and the ex-
ploitation of children. He also has
proposed stripping French citizen-
ship from people of foreign origin
convicted of trying to kill police or
other public officials.

The statements followed several
violent incidents in French cities, in-
cluding riots in Grenoble and an at-
tack by a group of Gypsies on a po-
lice station after police shot dead a
Gypsy for failing to stop at a road-
block. However, these incidents in-
volved French nationals, not Roma-
nians. There are an estimated 15,000
foreign Gypsies in France, and more
than 100,000 French Gypsies.

Critics of Mr. Sarkozy point out
that his law-and-order drive fol-
lowed a series of setbacks, from dis-

appointing regional election results
for his ruling UMP party to accusa-
tions he received illegal campaign
donations, which he has denied.

“The expulsions are not new,”
said Mr. Le Clève of Rom Europe.
This time, however, “the Roma are
serving as scapegoats and to dis-
tract from other issues. This [for-
eign Roma] community has been
made responsible for all security is-
sues.”

Romania’s foreign minister called
for France and Romania to take a
cool-headed approach to the prob-
lem. “I am worried about the risks
of populism and xenophobic reac-
tions in a context of economic cri-
sis,” Teodor Baconschi said in an in-
terview Wednesday with the
Romanian-language service of Radio
France Internationale.

Mr. Hortefeux, the French inte-
rior minister, is scheduled to meet
next week in Paris with Romanian
officials, including Secretary of
State for Roma Integration Valentin
Mocanu, an official at the Romanian
Embassy in Paris said.

BY SEBASTIAN MOFFETT

Some of the Roma deported from France on Thursday arrive at the Baneasa airport in Bucharest, the Romanian capital.

Growth question
poses challenge
for Sarkozy staff

PARIS—Pressure is building on
French President Nicolas Sarkozy
ahead of a meeting with his top
ministers on Friday to confront the
thorny question of unrealistic
growth forecasts and how the gov-
ernment can keep its commitments
to cut a swelling public deficit.

There won’t be any news confer-
ence or briefing after the meeting,
an official at the Élysée Palace said
Thursday, but a statement is ex-
pected to be issued Friday
afternoon.

A key question is what
Mr. Sarkozy and his advisers will
say in that statement about growth.
Currently, the official forecast for
French gross domestic product in
2011 is a 2.5% rise after an expected
1.4% expansion in 2010. The figure
for 2011 is a cornerstone for a
French budget that aims to bring
the public deficit down to 6% of GDP
from an expected 8% this year.

But the growth outlook for 2011
is widely contested, even by mem-
bers of Mr. Sarkozy’s own UMP
party.

“Growth at 2.5% is imaginary.
Nobody believes in that,” said Phil-
ippe Marini, the chief rapporteur of
the French senate’s finance
commission.

Mr. Marini said the economy has
entered a recovery phase, particu-
larly in the services sector, but his
expectation still differs from the
government’s.

“We can say for now that the
economic situation in 2010 doesn’t
make it impossible for activity to
reach the potential level of growth
in 2011, that is to say 2%,”
Mr. Marini said.

And Mr. Marini isn’t alone with
his less optimistic projections for
the French economy.

The International Monetary
Fund’s most recent forecast for 2011
GDP growth is 1.6% and the IMF
doesn’t expect the French economy
to start growing at more than 2%
until 2013.

The official forecast for 2011
“would put France well above the
potential growth of 2% for the euro
zone. This seems really too optimis-
tic, as there are few reasons for
France to outperform its European
peers,” said ING euro-zone and
France economist Oscar Bernal. He
forecasts 1.7% GDP growth in 2011.

The government’s task on Friday
is complicated further by a better-
than-expected second-quarter
growth figure.

When figures from national sta-
tistics agency Insee last week
showed 0.6% GDP growth, Finance
Minister Christine Lagarde greeted
the news as “magnificent,” much
better than expected, and evidence
the French economy had entered a
“virtuous circle.”

The finance ministry has said it
would revisit its 2.5% forecast for
2011 in the preparation of the bud-
get and once the second-quarter
growth figures were known.

But Ms. Lagarde said on the day
of the publication that wasn’t on the
day’s agenda and would wait until
the budget preparations.

The pressure has been ramped

up in recent days after a report
from credit ratings agency Moody’s
said that although the triple-A rat-
ings of countries including France
are well-positioned, they were much
closer than they had been to a
downgrade. The report identified
two weaknesses of French public fi-
nances: a high initial level of tax
pressure and rigidities of
expenditure.

France has committed to cutting
its deficit from an expected 8% of
GDP in 2010 to 6% in 2011 and 4.6%
in 2012, before reaching the 3% stip-
ulated by European treaties in 2013.
That means reducing the deficit by
€40 billion ($51 billion) in 2011 and
by €100 billion by 2013.

About half of the €100 billion is
expected to come from spending
cuts and the other half as the econ-
omy recovers.

But tweaking growth forecasts
will make the government’s job
more difficult.

“If you cut the growth hypothe-
sis...it leads to a significant cut in
the tax receipt forecasts for the gov-
ernment,” Natixis euro-zone econo-
mist Jean-Christophe Caffet said.
“The targets for spending cuts are
achievable, and France has shown it
can do that in the past, but betting
simultaneously on a strong rise in
receipts seems very optimistic to
me.”

Mr. Caffet noted that govern-
ment spending cuts will hurt con-
sumer spending in particular be-
cause more than half of public
spending feeds household income.
Natixis expects only 1% GDP growth
in 2011.

The government says its targets
to cut the public deficit are immuta-
ble and it will take all necessary
measures to meet them.

In the government’s sights are
tax exemptions and rebates, known
as “niches fiscales.”

Cutting them out could bring in
savings of between €8 billion and
€10 billion, ministers say. But the
government will have to be careful
not to target one group of beneficia-
ries more than another, Mr. Marini
said.

“The right solution is an arith-
metical, proportional one that in-
volves a minimum of isolated cases.
Everyone should be treated in the
same way,” Mr. Marini said.

BY WILLIAM HOROBIN

France’s Sarkozy earlier this month
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Can anyone stop Bayern
Munich winning the Bundesliga
again? In short, probably not.

The new season begins on
Friday, when Bayern hosts VfL
Wolfsburg, and oddsmakers
give the rest of Germany’s top
division very little chance of
deposing the reigning league
winner and UEFA Champions
League runner-up. Bayern is a
clear favorite and best-priced at
4/7 with Boylesports.

Last year’s champion
finished five points clear of
Schalke 04 in second, and nine
in front of third-placed Werder
Bremen last season, and those
two teams are next in the title
betting at 9/1 and 12/1
respectively. The remaining
challengers comprise Hamburg
(18/1), Bayer Leverkusen and
Borussia Dortmund (both 20/1),
VfL Wolfsburg (24/1), and
Stuttgart (25/1).

Bayern’s squad has
unrivalled depth, meaning the
team again should finish top. At
such a short price, though, it is
not worth backing such an
outcome. Instead, consider an
each-way selection. Plenty of
teams have signed big-name
talent in an attempt to close
the gap on Bayern: Leverkusen
has added former national team
captain Michael Ballack, while
Schalke imported former Real
Madrid skipper Raúl and
teammate Christoph Metzelder.

However, Wolfsburg could be
the best each-way option. The
2008-09 Bundesliga champion
slumped to eighth 12 months
later but has spent heavily and
former England coach Steve
McLaren has taken charge. His
new team appeals at 3/1 for a
top-three finish with Bwin.

Tip of the Day
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Source: Infostrada Sports

Michael Ballack

Eu
ro

pe
an

Pr
es

sp
ho

to
A

ge
nc

y

Arsenal fans want their share
Supporters are following a European model to have more say in how their club is run

In an age when football fans feel
increasingly distant from the game’s
highly paid superstars, a group of
Arsenal fans is trying to change
things.

Through a program called Fan-
share, the Arsenal Supporters Trust
is trying to make share owner-
ship—or at least partial share own-
ership—a reality for supporters of
the English Premier League side.

Similar mutual ownership pro-
grams have succeeded in Europe,
most notably in Spain, but it has so
far been difficult to establish a
model of supporter ownership in
Britain, despite evidence in recent
months of a growing desire for fans
to have a say in the running of their
clubs.

For Arsenal fans, such an idea
could soon become reality. The Ar-
senal Fanshare Society hopes to
gather up various contributions to
acquire the expensive shares of Ar-
senal Holdings PLC, which change
hands at around £10,000 ($15,600)
per share on London’s Plus Market.

Such a move would be revolu-
tionary for a Premier League club,
although the scheme itself isn’t new.
Under the program, a single share
would be broken into 100 Fanshares,
meaning they would be available for
as little as £100, which is akin to
how Warren Buffett’s Berkshire
Hathaway ($116,000 a share) is skin-
nied down in its “B” share version
($77 a share).

Investors will also be able to
make monthly contributions of as
low as £10 to accumulate enough
money to purchase Fanshares, a
proposal similar to the popular
Sharebuilder investment site in the
U.S., which is owned by INGdi-

rect.com. It allows investors to buy
fractional shares with no minimum
investment. The maximum contribu-
tion would be £1,000, which is
aimed at keeping the program fo-
cused on smaller shareholders.

“This is something that allows us
to pull together participants’ money
and every time shares come up for
sale on the open market, as a fan
group we can participate in buying
those shares,” said Tim Payton, of
the Arsenal Supporters’ Trust. “We
also know some small shareholders
who want to sell to us, so this is a
way to keep those shares in the
hands of fans.”

Arsenal has backed the plan,
even though it is not directly in-
volved in the program. “We believe
it is fundamentally helpful to the
club to have supporters who are ac-
tive and engaged,” Arsenal chief ex-
ecutive Ivan Gazidis said in a state-
ment.

The U.K.’s minister of sport,
Hugh Robertson, has also endorsed
the plan and UEFA, the governing
body of European football, has en-
couraged other clubs to follow suit.

“The growing influence of sup-
porters’ organizations in Great Brit-
ain, in this particular case via the
Fanshare scheme at Arsenal FC, is
good news for European football
and strengthens the concept of fi-
nancial fair play,” said Gianni Infan-
tino, UEFA’s general secretary.

“At a time when the global eco-
nomic crisis and the lack of finan-
cial discipline threatens the very
survival of many football clubs, sup-
porter involvement offers a credible
and sustainable alternative.”

In England, the model of sup-
porter-owned football clubs is still
unfamiliar, but it is a concept that
has been readily adopted in the rest
of Europe.

In Spain, Real Madrid and Barce-
lona, the country’s two most deco-
rated clubs, both belong to their
fans, hundreds of thousands of
them. The German Bundesliga also
recently reaffirmed its rule that
clubs must be majority owned by a
democratic supporters’ association.

The vast majority of British
teams, however, remain privately
owned and the shares of the leading
clubs are so expensive to buy that
the idea of a group of fans control-
ling the club or electing the presi-
dent would be anathema in the Pre-
mier League.

In recent months, though, that

has started to change. In July,
Stirling Albion became the first
British football club to be fully
owned by the local community after
loyal followers completed a takeover
of the heavily indebted Scottish
club. Earlier this year, supporters of
Manchester United and Liverpool
examined the idea and fans of Rang-
ers even put forward formal propos-
als aimed at placing the Glasgow
club in the hands of supporters.

“I think there’s a desire politi-
cally to look at the ownership of
football clubs and treat it as a spe-
cial case,” said Duncan Drasdo, the
chief executive of a group called
Manchester United Supporters’
Trust, which wants rank and file

supporters to have a stake in the
club.

In this context, Arsenal’s Fan-
share scheme will be cheered by
those who advocate mutual owner-
ship, but it could also appeal to an-
other bunch of people: Investors.

In February 2007, the club’s
thinly traded shares changed hands
on the Plus market at £4,900. Three
years on, they are at £10,250—a
gain of 109%. By contrast, the Dow
Jones Industrial Average is down
18% over the same period. In fact,
gold—which is up almost 100% dur-
ing that time—is one of the few as-
sets that has competed comfortably
with shares of Arsenal.

More impressive still, this show
of strength comes at a time when
the club’s starting lineup has been
decidedly less robust: Arsenal hasn’t
won a single trophy since 2005 and
the team has struggled at times to
maintain its position among the top
four in the English Premier League,
which guarantees access to the lu-
crative UEFA Champions League.

Yet much of the valuation gains
over the past three years have been
driven by a bidding war between
Stan Kroenke, the American owner
of several sports teams, and Alisher
Usmanov, a Russian metals oligarch.
The pair have snapped up more than
20% of the team’s outstanding
shares in the past three years.

Under British takeover rules, if
either Messrs. Kroenke or Usmanov
acquire a 30% stake they must
launch an offer for the whole club.
But the group behind the Fanshare
proposal hope their plan would pre-
vent such an outcome.

“We’d rather have people sell
their shares to us, than to large
holders,” said Mr. Payton, of the
Supporters’ Trust. “We like the
ownership like it is.”

BY DAVE KANSAS
AND JONATHAN CLEGG

Arsenal fans watch Liverpool’s Pepe Reina (25) concede an own goal against their side at Anfield on Saturday.
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‘The growing influence of
supporters’ organizations in
Great Britain is good news
for European football and
strengthens the concept of
financial fair play.’
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A year on, bomber deal scrutinized
LONDON—Scottish opposition

politicians are set to demand their
justice minister “come clean with
the facts” over his decision to re-
lease the convicted Lockerbie
bomber one year ago Friday, mark-
ing renewed trans-Atlantic scrutiny
over the circumstances surrounding
the release.

On Aug. 20, 2009, Scotland’s Jus-
tice Secretary Kenny MacAskill freed
Abdel Baset al-Megrahi, the only
person ever convicted for the 1988
bombing of a Pan Am airliner as it
flew over the Scottish town of Lock-
erbie, saying he had three months to
live. Today, Mr. Megrahi remains
alive in his home country of Libya.

Politicians in the U.S. and Scot-
land have recently ratcheted up
pressure on the Scottish authorities
to release all medical documentation
underpinning last year’s release on
so-called compassionate grounds.

On Friday, Scottish Labour Party
leader Iain Gray is set to call on Mr.
MacAskill to “apologize for his gross
incompetence” over the handling of
the decision and seek the publica-
tion of medical records that led to
the release.

A close examination of the case
by The Wall Street Journal, pub-
lished earlier this month, showed no
evidence that any of the four spe-
cialists who treated Mr. Megrahi
signed off on the three-month prog-
nosis that formed the basis for his
release.

Instead, one young, part-time
prison doctor, Peter Kay, provided
guidance to Andrew Fraser, the
prison health-service director. That
guidance was subsequently passed
to Mr. MacAskill, who made the de-
cision to release Mr. Megrahi.

On Thursday, Mr. MacAskill de-
fended his decision to set Mr. Me-
grahi free, saying he followed the
rules and laws of Scotland. “I acted
appropriately and I stand by the de-
cision,” he said in a statement.

The minister has turned down a
request by a U.S. Senate committee
to testify at a hearing that will ex-
plore Mr. Megrahi’s release. But Mr.
MacAskill said Thursday he would
“try and provide” a meeting with
the senators if they came to Scot-
land.

In an apparent attempt to defuse
criticism, the Scottish Prison Service
on Thursday circulated a statement

from one of the doctors involved in
discussions ahead of Mr. Megrahi’s
release. “The background medical
portion of that application is a fair
reflection of the specialist advice
available at the time,” oncologist
Grahame Howard said in the state-
ment.

Dr. Howard, one of four experts
involved in the discussions, empha-
sized that the final assessment was
made by Dr. Fraser. “As an external
adviser I was involved in discussions
leading up to the point where Mr.
Megrahi was considered for release
on medical grounds,” said Dr.
Howard.

The doctor didn’t say what ad-
vice he gave or whether he sup-
ported Dr. Fraser’s conclusion at the
time that Mr. Megrahi’s life expec-
tancy could reasonably be estimated
at three months, the bar for compas-
sionate release under Scottish law.
Dr. Howard couldn’t be reached to
comment for this article.

Mr. Megrahi was sentenced in
2001 to life with a minimum 27
years imprisonment for his involve-
ment in blowing up a New York-

bound Pan Am airliner, killing 270
people.

Abdulmajeed Eldursi, director of
Libya’s Foreign Media Corporation,
said Mr. Megrahi is living with his
family and is “very sick.” Tony Kelly,
Mr. Megrahi’s lawyer, declined to
comment on his client’s health.

Mr. Megrahi previously has
called his conviction “unjust” and
said he had been the victim of a mis-
carriage of justice.

Last year, following his release,
he posted hundreds of documents
online detailing arguments support-
ing his abandoned appeal in an ef-
fort to clear his name.

A person familiar with the mat-
ter said the Libyan government was
keen to play down the anniversary
and would not be celebrating in pub-
lic, given the embarrassment it
caused to Scotland last year when
Mr. Megrahi was greeted on his re-
turn to Tripoli to crowds waving
Scottish flags.The U.K. government
said it has told Libya not to hold the
sort of celebrations that angered the
relatives of the victims of the bomb-
ing upon Mr. Megrahi’s return to

Libya. “We made our position clear,
any celebration of his release we
would consider that tasteless, offen-
sive and insensitive,” a spokesman
for the Foreign and Commonwealth
Office said.

—Tahani Karrar
contributed to this article.

BY CASSELL BRYAN-LOW
AND ALISTAIR MACDONALD

Hundreds of Libyans welcome Abdel Baset al-Megrahi, as he is accompanied by Seif al-Islam el- Gadhafi, son of Libyan
leader Moammar Gadhafi upon his arrival at airport in Tripoli, Libya, last August.
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U.K. economy kicks off quarter strongly
LONDON—The U.K. economy be-

gan the third quarter strongly, with
healthy retail-sales growth, weaker-

than-expected government borrow-
ing, firm industrial orders and a
modest pickup in mortgage lending,
data showed Thursday.

Although the data lifted the
pound and made it even less likely
that the Bank of England will need
to provide additional stimulus in the
near term, economists said the gov-
ernment’s planned spending cuts
would hinder growth in the future.

The Office for National Statistics
said July retail-sales volume was up
1.1% from June and 1.3% higher than
July 2009—the strongest monthly
gain since February.

“The message from these data is
that the consumer is still alive and
well,” said Brian Hilliard, an econo-
mist at Société Générale.

Although food sales were weak,
sales overall were boosted by spend-
ing related to the World Cup and
sales of sports equipment, games,
watches and jewelry, the ONS said.

“This and other evidence sug-
gests that [gross domestic product]
growth got off to a good start in
[the third quarter],” said Philip
Shaw, an economist at Investec. The
U.K. economy grew 1.1% in the sec-
ond quarter from the first, the
strongest expansion in four years.

But economists said consumer
confidence remains weak and the
pace of retail-sales growth should
ease in August. Further down the
line, sales are expected to suffer
from public-sector spending cuts
and tax increases that aim to shrink
the budget deficit.

ONS figures released Thursday
showed the public sector borrowed
£3.2 billion ($4.99 billion) in July,
below expectations for net borrow-
ing of £4.3 billion and net public-
sector borrowing of £5.5 billion in
July 2009—while central govern-
ment receipts rose 10.5% on the year
due to a strong increase in corpora-

tion tax revenue.
For the fiscal year that began in

April, the government has borrowed
£42.6 billion, down from £46.4 bil-
lion a year earlier.

“The improved outturn for July
is largely due to the strength of cor-
poration tax receipts … given that
we are still in the early stages of the
recovery, the size of the bounce
demonstrates how resilient company
finances have been during the reces-
sion,” said Andrew Goodwin, senior
economic adviser at Ernst & Young
ITEM Club.

Other data released Thursday
showed the prospects for the manu-
facturing sector remain positive and
mortgage lending rose in July, al-
though the housing market remains
subdued.
—Laurence Norman, Paul Hannon,

Ilona Billington
and Ainsley Thomson

contributed to this article.

BY NICHOLAS WINNING

U.K.plans
temporary
bans to hit
‘legal highs’

The U.K. is giving its law-en-
forcement authorities extra powers
to fight a wave of new narcotics
known as “legal highs.”

The drugs are often legal when
they hit the market because authori-
ties haven’t yet seen and banned
them. With names such as Meow
Meow and NRG-1, the drugs have
been popular in Europe. New syn-
thetic cannabinoids that are similar
to marijuana also have appeared
widely in the U.S.

It can take authorities months to
catch wind of a new drug and ban it.
The U.K. says it is trying to shrink
that interval by allowing law-en-
forcement agencies to issue immedi-
ate bans of up to 12 months on new
substances, until full reviews can be
carried out.

“The drugs market is changing
and we need to adapt current laws
to allow us to act more quickly,”
James Brokenshire, minister for
crime prevention at the Home Of-
fice, said in a statement.

“The temporary ban allows us to
act straight away to stop new sub-
stances gaining a foothold in the
market.”

“Legal highs” are often sold as
powders that can be snorted or
packed into tablets. They create
highs that mimic those from a range
of drugs including cocaine and ec-
stasy.

The new drugs have been blamed
for the deaths of two young people
in the U.K. and Sweden, and author-
ities say they may have contributed
to as many as 30 deaths in the U.K.
in recent years.

The temporary U.K. bans will al-
low police and border guards to
confiscate new drugs, the Home Of-
fice statement said.

People dealing the drugs after a
temporary ban is in place will face a
maximum of 14 years in prison. Pos-
session of a temporarily banned
drug for personal use won’t be con-
sidered a crime.

Drugs may be temporarily
banned after an “initial consider-
ation by the Advisory Council on the
Misuse of Drugs,” or ACMD, a body
that advises the government on
drug policy, the statement said.

The ACMD would then carry out
a full review to decide whether the
drug should be permanently banned.

The U.K., Sweden and Germany
all recently banned one of the most
popular drugs, mephedrone, or
Meow Meow, which appeared in
2007. The U.K. also recently banned
naphyrone, or NRG-1, which sur-
faced after the mephedrone ban.

A number of U.S. states and
counties have banned synthetic can-
nabinoids called Spice and K2,
which are similar to marijuana.

BY JEANNE WHALEN

Securing release
Megrahi’s medical saga

� August 2008: Mr. Megrahi
reports discomfort and blood tests
are carried out.

� September 2008: Mr. Megrahi is
diagnosed with advanced
metastatic prostate cancer.

� October 2009: Mr. Megrahi
applies to a Scottish court to be
released from prison to a bail house

� Aug. 20, 2009: Mr. Megrahi is
granted application for
compassionate release
WSJ research

The U.K., Sweden and
Germany all recently banned
one of the most popular
drugs, mephedrone, or Meow
Meow, which appeared in
2007.
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Before buying frequent-flier
miles, you better do the math

Investors who follow the adage
buy low, sell high may want to avoid
airline “bonus mileage” programs.

Travelers who buy frequent-flier
miles pay about three cents per
mile, but then they typically redeem
them for tickets at 1.5 cents
each—or even less.

Mileage bonus programs—in
which consumers buy frequent-flier
miles directly from the airline—are
popular with travelers.

US Airways says about 5% of its
customers are opt-
ing to pay to double
or triple their miles
when they buy tick-

ets, and that revenue from mileage
sales was up 236% in the first six
months of this year compared to the
same period of 2009. United says
it’s doing 700 double- or triple-mile-
age transactions per day.

American Airlines won’t say how
many of its customers are buying
since its May launch of the “Mileage
Multiplier” promotion, where tick-
eted passengers can pay a fee and
earn double or triple the miles on a
trip. But some are going in for
10,000 and 20,000 miles.

“Many folks are just crazy for
more miles,” said Derek DeCross,
president of American’s AAdvantage
frequent-flier program. “Some peo-
ple just really, truly want to have as
many miles as possible.”

Donald Adam, a top-tier elite fre-
quent flier on American, was curi-
ous about the carrier’s offers
pitched this summer that for a fee
would let him double or triple the
miles he earned on a trip. He didn’t
do the calculations at the check-in
kiosk, but passed, sensing that was
it wasn’t a good deal.

He’s right. Double miles between
New York and Los Angeles would
cost $81 one-way, including an ex-
cise tax, for example. But that’s 3.3
cents for each of the extra 2,475
miles he’d get.

Frequent-flier miles hold a spe-
cial place in the consumer psyche.
People cherish them, hoard them
and arrange their buying and spend-
ing to maximize them. But they
rarely deliver real value: It can be
hard to find the award tickets or up-
grades you want, and travelers often
cash them in for cheap tickets, get-
ting minimal return for their pre-
cious assets.

When frequent-flier programs
began more than 25 years ago, air-
lines found they were powerful in-
centives to keep travelers loyal to
their brand.

Then they found they could sell
miles to credit-card companies, ho-
tels, florists, charities and other
merchants who wanted to give out
miles as rewards to their customers.
(They sell those miles in bulk at
roughly one cent per mile.)

Every major U.S. airline, except

Continental and Southwest, sells ad-
ditional miles to members of its fre-
quent-flier program. Points.com,
which processes mileage-purchase
transactions for a majority of U.S.
carriers, says it sells about $250
million worth of miles to consumers
annually.

Most airlines charge between 2.5
cents and three cents per mile;
some add a $25 or $30 processing
fee, and all collect a 7.5% federal ex-
cise tax, putting the total cost at
more than three cents a mile in
most cases. For a 10,000-mile pur-
chase, United is the most expensive
at $358. Alaska Airlines and US
Airways are the cheapest at $296.

Purchased miles don’t count to-
ward elite status, and sales at air-
lines are non-refundable. Most air-
lines limit how many miles you can
buy each year to 40,000 to 60,000.

Airlines, being airlines, do offer
sales on miles. Currently American
offers a 3,000-mile bonus for every
10,000 miles you buy through Aug.
31. Each customer is limited to
12,000 bonus miles. United has been
offering its double- and triple-miles
at prices reduced by 20%, but that
offer ends Friday.

Consumers typically buy miles to
top off accounts and reach awards
faster, airlines say.

In most cases, buying 25,000
miles for a domestic coach ticket
wouldn’t make sense—you’d spend
$841 at United, for example.

“If I can spend $250 to top off an
account or spend $480 and buy the
ticket, the miles look attractive,”
said Christopher Barnard, president
of Points International Ltd., the par-
ent of Points.com.

United believes savvy road war-
riors, not just infrequent fliers, are
taking advantage of the bonus mile-
age offers. When redeemed for up-
grades or for last-minute tickets,
miles can deliver more than three
cents of value apiece, sometimes up
to 10 cents a mile or more.

“We’re seeing more of our elite
consumers taking this offer,’’ said
Tim Simonds, United’s managing di-
rector of marketing.

If you really work it, getting a
ticket by buying miles may be
cheaper than paying the regular
fare. Alaska sells a lot of miles to
people topping off accounts, and a
lot to people making huge pur-
chases. The reason: Alaska miles,
which have no annual limit on pur-
chases, can be converted into tickets

on partner airlines, such as first-
class seats on British Airways that
go for 140,000 miles round-trip.

It turns out buying 140,000 miles
for $4,139 and redeeming them for
an award ticket (you have to pay a
fuel surcharge, too, of up to $600) is
cheaper than buying a first-class
ticket, which starts at more than
$12,000 for a Seattle-London round-
trip. You buy miles for three cents
apiece and redeem them for a ticket
worth at least 8.6 cents per mile.

One big catch: There’s limited
availability of first-class award seats
on British Airways.

“If the value wasn’t there, they
[mileage sales] wouldn’t be so pop-
ular,” said Rick Rasmussen, Alaska’s
director of customer loyalty and
marketing programs. “Customers do
the math.”

The math works for business-
class tickets, though not as dramati-
cally. For Seattle-London tickets,
British Airways tickets start at
$5,037. Buying 120,000 miles from
Alaska costs $3,548. Even after the
fuel surcharge, you’ll save more
than $1,000.

Alaska offers bonus miles a dif-
ferent way as well: The airline gives
customers the chance to pay extra
when buying a ticket to add 1,000,
2,500 or 5,000 “Fly and Buy” miles
to the mileage earned. Paying for an
extra 5,000 miles costs $117 tax in-
cluded, or 2.3 cents per mile. That’s
a discount to outright mileage pur-
chases—buying 5,000 miles sepa-
rately from a ticket on Alaska costs
$148 tax included.

Another way to push accounts
over award redemption levels is to
transfer miles from another ac-
count, either a relative or someone
you’re willing to pay for their miles.
Most airlines charge a penny per
mile for transfers and add a $25 or
$30 fee. United is most expensive at
1.5 cents a mile, plus $30. Transfer-
ring 10,000 miles costs $185.

Through the end of the month,
Delta Air Lines is offering a 50%
mileage bonus for transfers—trans-
fer 10,000 miles to someone and pay
Delta $130, and the airline will put
5,000 miles into your account.

BY SCOTT MCCARTNEY

THE MIDDLE
SEAT

How much is a mile worth?
Here are some basic guidelines to assess the value of a frequent-flier mile. Airlines sell
miles at roughly three cents per mile.

SCENARIO EXAMPLE

Airlines ‘buy’ miles when they offer
discounts off fares in exchange for
miles at about one cent per mile.

Delta offers $100 off some tickets for
10,000 miles.

Consumers redeem miles for coach
tickets, on average, at about 1.5 cents
per mile.

$375 coach fare for 25,000 miles.

Points.com sells retail gift cards at
less than half a cent per mile.

$100 Amazon.com gift card costs 23,530
points.

Using miles for business-class tickets
gets about two to eight cents of
value per mile.

$7,822 New York-Tokyo business class
ticket on American for 100,000 miles.

Using miles to upgrade coach tickets
gets 10 to 12 cents per mile, even
after co-payments, if you can get an
upgrade.

Buy a $979 coach ticket on Continental
round-trip between Newark and Tokyo, and
upgrade for 60,000 miles round-trip and a
co-pay of up to $1,000 round-trip. Savings
equals $5,843 for 60,000 miles, or 9.7 cents
per mile.

Source: WSJ reporting

US Airways passengers can purchase miles at the check-in kiosk.
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In this example of a New York-to-Tokyo
round-trip flight, it doesn’t make sense to
buy miles for a coach ticket, but using
purchased miles toward a business-class
ticket is a better value.

Note: American limits purchases to 40,000 miles per calendar year; Delta
and United limit to 60,000/year.
Source: the airlines; Images: Associated Press (American and United),
Getty Images (Delta)

Need a top-off?
Airlines sell frequent-flier miles so you can reach an
award level without taking an extra trip.

The cost of 10,000 miles, including the U.S. excise tax
and airline fees:

United

Delta

American

US Airways

Alaska

$357.50

$301.00

$298.75

$295.63

$295.63

COACH TICKET American Delta United
RETAIL TICKET PRICE $971 $971 $979
REDEEMING MILES 50,000-130,000 60,000-150,000 65,000-130,000
BUYING MILES $1,404–$3,614 $1,806–$4,515 $2,166-$4,298

BUSINESS–CLASS TICKET

RETAIL TICKET PRICE $7,822 $7,112 $7,822
REDEEMING MILES 100,000-200,000 120,000-370,000 125,000-240,000
BUYING MILES $2,778–$5,525 $3,612–$11,137 $4,136–$7,880

WSJ.com
ONLINE TODAY: Hear Scott
McCartney discuss whether buying
frequent-flier miles is a good deal
for customers, at WSJ.com.

‘Many folks are just crazy
for more miles. Some people
truly want to have as many
miles as possible.’



Friday - Sunday, August 20 - 22, 2010 THE WALL STREET JOURNAL. 7

U.S. job market bleak as claims jump
The number of U.S. workers

making new claims for jobless bene-
fits rose last week to the highest
level in nine months, a distressing
sign for an already weak labor mar-
ket.

Initial unemployment claims in-
creased by 12,000 from a week ear-
lier to 500,000 in the week ended
Aug. 14, the Labor Department said
in its weekly report Thursday.

It was the highest level since
Nov. 14, when claims stood at
509,000.

The increase indicates that the
labor market remains in the dol-
drums and adds to evidence that the
economic recovery is slowing.

The four-week moving average,

which aims to smooth volatility in
the data, rose by 8,000 to 482,500.
It was the highest level since De-
cember 2009.

The number of continuing
claims—those drawn by workers for
more than one week—fell by 13,000
to 4.5 million in the week ended
Aug. 7.

“While we do not expect that the
U.S. will fall back into recession, the
rise in the four-week average of
claims is quite troubling and signals
that private payrolls may not ex-
pand in August,” analysts for RDQ
Economics LLC wrote in a note to
clients.

“From a political perspective, a
weak labor market makes for a
dreadful economic backdrop for in-
cumbents in the November midterm
elections,” they added.

The level of new claims had
fallen steadily from a high of
651,000 in March 2009 to a low of
439,000 in early February.

Since then, it has been creeping
back up.

The U.S. job market was already
weak.

The economy lost 131,000 jobs in
July, and the unemployment rate
stayed at a high 9.5%.

After its policy-setting meeting
last week, the Federal Reserve noted
that the recovery in the jobs market
had slowed.

The central bank decided to keep
its money in the bond market as one
way to counter the slowdown in the
economy.

Two other reports released
Thursday also pointed to a gloomy
economic outlook.

The Federal Reserve Bank of
Philadelphia’s regional business sur-
vey plummeted, and an index of
leading indicators increased a slight
0.1% last month after falling a re-
vised 0.3% in June, the Conference
Board said.

The Philadelphia Fed manufac-
turing index fell to -7.7 in August
from 5.1 in July.

Signs of weakness in manufac-
turing are concerning because it has
been one of the few sectors of the
economy that has continued to show
strength—and to add jobs.

“The reality of the current recov-
ery is that more sectors of the econ-
omy remain weak than are expand-
ing,” said Dan Greenhaus, an
economist at Miller Tabak & Co.
“Growth in the second half is going
to be hard to come by.”

BY LUCA DI LEO
AND SARAH N. LYNCH

U.S. NEWS

In the doldrums
Initial jobless claims for
unemployment insurance,
in thousands

Source: U.S. Labor Department
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Final plug
for BP well
is pushed back

It may be mid-September before
BP PLC puts the final plug in its
blown-out well in the Gulf of Mexico,
a government official said, or
roughly a month later than initially
expected.

Coast Guard Adm. Thad Allen,
overseeing the federal response to
the Gulf oil spill, said on Thursday
that BP will first attempt to replace
the blowout preventer, a crucial
piece of equipment that sits on the
seabed, to prevent any oil leaks dur-
ing the plugging operation. He said
the last step would be pushed back
to “the week after Labor Day,” which
falls on Sept. 6 this year.

The postponement, caused partly
by weather delays, is frustrating for
both BP and the government, which
are eager to finally draw a line un-
der the Gulf disaster. No oil has been
leaking out into the sea since July
15, when BP installed a new, tight-
fitting cap on the well. But federal
officials have made it clear that the
rogue well won’t be declared dead
until a “bottom kill” has been car-
ried out to seal it from below.

BP’s well blew out April 20, kill-
ing 11 people, destroying the Deep-
water Horizon rig and triggering the
worst offshore oil spill in U.S. his-
tory. The government has estimated
that some 4.9 million barrels of oil
were released into the Gulf during
the spill. BP has been drilling a relief
well since the beginning of May,
which was expected to intercept the
rogue well by mid-August.

BY GUY CHAZAN

Spill caused Manhattan-size plume
At the height of the Deepwater

Horizon spill, oil escaping from the
damaged well was trapped underwa-
ter in a drifting plume of hydrocar-
bons the size of Manhattan and
helped turn the Gulf of Mexico into a
test-tube of experimental petroleum
chemistry, scientists said Thursday.

Confirmation of the plume will
further fuel skepticism about U.S.
government estimates that the vast
majority of the 4.9 million barrels of
spilled oil is already gone from the
Gulf or being rapidly broken down
by bacteria, marine experts said.

The new findings also add to evi-
dence from other independent re-
search groups this week that the off-
shore spill—the largest in
history—is confounding expectations
about the behavior of oil and water.

No knows yet whether the oil has
dissipated since a team from the
Woods Hole Oceanographic Institu-
tion in Massachusetts measured it at
the end of June, but several re-
searchers suggest the submerged
plume may last for a year or more.
The long-term impact of such
plumes remains unknown.

Some of the oil may persist deep
underwater and in seafloor sedi-
ments—at levels thousands of times
higher than those caused by the nat-
ural oil seeps that dot the Gulf sea
floor—where it can elude conven-
tional detection and clean-up efforts,
scientists said.

Richard Camilli, chief scientist on
the Woods Hole research team, said
that at the time of the study the
plume was moving along in a very
regular manner. “These hydrocar-
bons may well show up somewhere
else, running undetected below the
surface,” he said.

Even so, the chemicals are not
concentrated in these depths at lev-
els high enough to be directly toxic
to marine life, several ocean experts
who study the Gulf said.

An independent research group
from the University of Georgia is ex-
pected to launch a month-long
cruise to the Gulf spill area Friday to
pick up the study of the plume.

For 10 days in June, Dr. Camilli
and his colleagues aboard a U.S. Na-
tional Science Foundation research
vessel called the Endeavor explored
the plume—22 miles (35 kilometers)
long and more than a mile wide—as
it snaked along 3,000 feet (914
meters) below the surface of the
Gulf. They made 57,000 measure-

ments, mainly using sensors on a re-
mote-controlled robot deployed
from the ship.

Reporting their preliminary find-
ings Thursday, they confirmed that
oil from the well had been caught
below the surface of the Gulf in
pools of microscopic oil drops and
petroleum-based trace chemicals,
which were degrading more slowly
than many had expected. The plume
resembled a mist of trace chemicals
largely invisible to the eye, rather
than a river of oil.

“We don’t know why there is oil
down there that we otherwise
thought should be floating at the
surface,” said Woods Hole marine
chemist Christopher Reddy.

In normal circumstances, crude
oil readily floats to the surface,
where it can be skimmed, burned off
or evaporated. Floating on the
waves, it can be churned into
smaller drops readily digested by
bacteria that evolved in the oil-rich
Gulf waters.

But oil from the ruptured well,
broken down by sprays of chemical
dispersants and held at depth by wa-
ter pressure, had formed micro-
scopic droplets not buoyant enough
to break through the transitional

layer that separates warm surface
currents from the cold bottom wa-
ter, several experts said. Moreover,
as the oil breaks down into its vari-
ous chemical constituents, each new
compound behaves differently, with
different buoyancy.

In their analysis, published by
the journal Science, the Woods Hole
researchers said they found high
concentrations of benzene, toluene,
xylene and other so-called BTEX pe-
troleum compounds that could be
traced back to the leaking well. They
calculated that the plume contained
between 5% and 6% of the signature
BTEX petroleum hydrocarbons re-
leased during the spill. “This is the
first number that anybody has been
able to put on how much of the stuff
from the well is ending up in the
plume,” said University of Georgia
oceanographer Samantha Joye, who
is studying the Gulf spill but was not
involved in the project.

But the researchers saw little ev-
idence, two months after a wellhead
explosion triggered the spill, that
oil-eating microbes had reduced this
cloud of chemicals.

Contrary to previous predictions
by other researchers, the Woods
Hole group found no evidence of

“dead zones,” in which bacteria
feasting on oil can use up so much
oxygen that no fish or marine life
can survive. They speculated that
earlier oxygen readings might have
been wrong because some measur-
ing devices can give artificially low
readings when coated by oil.

“It looks like the oil is degrading
relatively slowly,” said Woods Hole
chemist Ben Van Mooy.

BY ROBERT LEE HOTZ

Ricky Breaux wades in from the ocean near a pool of dispersed oil on a public beach in Grand Isle, La., earlier this month.
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Follow the markets throughout the day with updated stock quotes, news and commentary at WSJ.com.
Also, receive email alerts that summarize the day’s trading in Europe and Asia. To sign up, go to WSJ.com/email

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 429.25 -4.00 -0.92% 705.00 343.25
Soybeans (cents/bu.) CBOT 1012.25 -18.50 -1.79 1,555.00 809.75
Wheat (cents/bu.) CBOT 714.25 25.50 3.70% 1,038.25 472.75
Live cattle (cents/lb.) CME 99.175 1.700 1.74 100.000 86.700
Cocoa ($/ton) ICE-US 2,892 1 0.03 3,497 2,280
Coffee (cents/lb.) ICE-US 179.85 2.05 1.15 184.55 123.95
Sugar (cents/lb.) ICE-US 19.48 -0.12 -0.61 22.78 11.79
Cotton (cents/lb.) ICE-US 84.14 0.87 1.04 100.50 53.87
Crude palm oil (ringgit/ton) MDEX 2,595.00 -15 -0.57 2,730 1,797
Cocoa (pounds/ton) LIFFE 2,066 -6 -0.29 2,470 1,579
Robusta coffee ($/ton) LIFFE 1,751 -2 -0.11 1,843 1,311

Copper (cents/lb.) COMEX 333.95 -3.10 -0.92 366.90 189.50
Gold ($/troy oz.) COMEX 1235.40 4.00 0.32 1,270.60 675.00
Silver (cents/troy oz.) COMEX 1837.90 -7.30 -0.40 2,205.50 895.50
Aluminum ($/ton) LME 2,102.00 -32.50 -1.52 2,481.50 1,791.00
Tin ($/ton) LME 21,350.00 50.00 0.23 21,575.00 13,725.00
Copper ($/ton) LME 7,461.00 87.00 1.18 7,970.00 5,885.00
Lead ($/ton) LME 2,131.00 -2.00 -0.09 2,615.00 1,580.00
Zinc ($/ton) LME 2,128.00 -4.00 -0.19 2,659.00 1,617.00
Nickel ($/ton) LME 22,250 300 1.37 27,590 15,910

Crude oil ($/bbl.) NYMEX 74.77 -1.01 -1.33 116.50 55.77
Heating oil ($/gal.) NYMEX 2.0235 -0.0249 -1.22 3.4165 1.5000
RBOB gasoline ($/gal.) NYMEX 1.8765 -0.0305 -1.60 2.3285 1.5200
Natural gas ($/mmBtu) NYMEX 4.205 -0.061 -1.43 10.800 4.115
Brent crude ($/bbl.) ICE-EU 75.30 -1.17 -1.53 92.46 70.41
Gas oil ($/ton) ICE-EU 638.50 -0.75 -0.12 764.75 580.00

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

Currencies London close on Aug. 19
Per In

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

Argentina peso-a 5.0609 0.1976 3.9340 0.2542
Brazil real 2.2686 0.4408 1.7635 0.5671
Canada dollar 1.3346 0.7493 1.0374 0.9639

1-mo. forward 1.3352 0.7490 1.0379 0.9635
3-mos. forward 1.3368 0.7481 1.0391 0.9623
6-mos. forward 1.3398 0.7464 1.0414 0.9602

Chile peso 649.08 0.001541 504.55 0.001982
Colombia peso 2342.56 0.0004269 1820.95 0.0005492
Ecuador US dollar-f 1.2865 0.7773 1 1
Mexico peso-a 16.3400 0.0612 12.7017 0.0787
Peru sol 3.6033 0.2775 2.8010 0.3570
Uruguay peso-e 26.694 0.0375 20.750 0.0482
U.S. dollar 1.2865 0.7773 1 1
Venezuela bolivar 5.52 0.181000 4.29 0.232848

ASIA-PACIFIC
Australia dollar 1.4367 0.6961 1.1168 0.8955
China yuan 8.7358 0.1145 6.7907 0.1473
Hong Kong dollar 9.9958 0.1000 7.7701 0.1287
India rupee 59.6463 0.0168 46.3650 0.0216
Indonesia rupiah 11530 0.0000867 8963 0.0001116
Japan yen 109.43 0.009139 85.06 0.011756

1-mo. forward 109.40 0.009141 85.04 0.011760
3-mos. forward 109.33 0.009147 84.98 0.011767
6-mos. forward 109.21 0.009157 84.89 0.011780

Malaysia ringgit-c 4.0280 0.2483 3.1311 0.3194
New Zealand dollar 1.8115 0.5520 1.4082 0.7102
Pakistan rupee 110.249 0.0091 85.700 0.0117
Philippines peso 57.916 0.0173 45.020 0.0222
Singapore dollar 1.7409 0.5744 1.3533 0.7390
South Korea won 1509.15 0.0006626 1173.12 0.0008524
Taiwan dollar 41.031 0.02437 31.895 0.03135
Thailand baht 40.594 0.02463 31.555 0.03169

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

Euro zone euro 1 1 0.7773 1.2865
1-mo. forward 1.0001 0.9999 0.7774 1.2864
3-mos. forward 1.0003 0.9997 0.7776 1.2861
6-mos. forward 1.0008 0.9992 0.7780 1.2854

Czech Rep. koruna-b 24.795 0.0403 19.274 0.0519
Denmark krone 7.4503 0.1342 5.7914 0.1727
Hungary forint 277.95 0.003598 216.06 0.004628
Norway krone 7.9218 0.1262 6.1579 0.1624
Poland zloty 3.9508 0.2531 3.0711 0.3256
Russia ruble-d 39.165 0.02553 30.444 0.03285
Sweden krona 9.4824 0.1055 7.3710 0.1357
Switzerland franc 1.3244 0.7551 1.0295 0.9713

1-mo. forward 1.3240 0.7553 1.0292 0.9716
3-mos. forward 1.3230 0.7558 1.0284 0.9723
6-mos. forward 1.3215 0.7567 1.0272 0.9735

Turkey lira 1.9394 0.5156 1.5076 0.6633
U.K. pound 0.8227 1.2154 0.6395 1.5636

1-mo. forward 0.8229 1.2152 0.6397 1.5633
3-mos. forward 0.8232 1.2148 0.6399 1.5628
6-mos. forward 0.8237 1.2141 0.6403 1.5618

MIDDLE EAST/AFRICA
Bahrain dinar 0.4850 2.0619 0.3770 2.6526
Egypt pound-a 7.3249 0.1365 5.6939 0.1756
Israel shekel 4.8718 0.2053 3.7870 0.2641
Jordan dinar 0.9111 1.0975 0.7083 1.4119
Kuwait dinar 0.3704 2.6998 0.2879 3.4731
Lebanon pound 1939.32 0.0005156 1507.50 0.0006634
Saudi Arabia riyal 4.8243 0.2073 3.7501 0.2667
South Africa rand 9.3458 0.1070 7.2648 0.1377
United Arab dirham 4.7249 0.2116 3.6729 0.2723

SDR -f 0.8495 1.1772 0.6603 1.5144

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 600 253.90 -3.70 -1.44% 0.3% 10.6%

14 Stoxx Europe 50 2466.96 -39.08 -1.56 -4.3 5.7

27 Euro Zone Euro Stoxx 256.26 -4.48 -1.72 -6.7 3.3

14 Euro Stoxx 50 2675.02 -53.64 -1.97 -9.8 0.4

16 Austria ATX 2452.51 -27.50 -1.11 -1.7 2.6

9 Belgium Bel-20 2474.08 -38.53 -1.53 -1.5 7.1

12 Czech Republic PX 1188.3 3.7 0.31% 6.4 4.5

20 Denmark OMX Copenhagen 376.56 -3.70 -0.97 19.3 23.6

15 Finland OMX Helsinki 6698.26 -43.87 -0.65 3.8 14.1

13 France CAC-40 3572.40 -75.53 -2.07 -9.2 1.9

13 Germany DAX 6075.13 -111.18 -1.80 2.0 14.4

... Hungary BUX 21953.89 -206.31 -0.93 3.4 20.5

17 Ireland ISEQ 2802.62 -52.21 -1.83 -5.8 -4.8

15 Italy FTSE MIB 20115.69 -421.08 -2.05 -13.5 -6.0

15 Netherlands AEX 322.37 -5.30 -1.62 -3.9 11.9

9 Norway All-Shares 404.39 -7.43 -1.80 -3.7 15.5

17 Poland WIG 42409.85 -182.91 -0.43 6.1 15.8

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

12 Portugal PSI 20 7366.95 -59.98 -0.81 -13.0 -4.5

... Russia RTSI 1445.72 -12.64 -0.87% 1.3 41.9

10 Spain IBEX 35 10238.0 -153.0 -1.47 -14.3 -6.0

15 Sweden OMX Stockholm 325.13 -4.91 -1.49 8.6 18.6

13 Switzerland SMI 6281.35 -81.53 -1.28 -4.0 4.1

... Turkey ISE National 100 58849.39 -594.04 -1.00 11.4 26.4

12 U.K. FTSE 100 5211.29 -91.58 -1.73 -3.7 9.6

22 ASIA-PACIFIC DJ Asia-Pacific 124.07 1.09 0.89% 0.8 8.1

... Australia SPX/ASX 200 4479.02 4.11 0.09 -8.0 2.3

... China CBN 600 24920.92 118.71 0.48 -14.2 -0.2

14 Hong Kong Hang Seng 21072.46 49.73 0.24 -3.7 3.7

20 India Sensex 18454.94 197.82 1.08 5.7 22.9

... Japan Nikkei Stock Average 9362.68 122.14 1.32 -11.2 -9.8

... Singapore Straits Times 2946.77 27.40 0.94 1.7 15.1

11 South Korea Kospi 1779.64 17.65 1.00 5.8 12.9

18 AMERICAS DJ Americas 287.63 -5.68 -1.94 -3.0 9.0

... Brazil Bovespa 66958.21 -680.17 -1.01 -2.4 18.1

17 Mexico IPC 32005.59 -402.71 -1.24 -0.4 15.2

*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 1.1168 1.7462 1.0848 0.1515 0.0367 0.1814 0.0131 0.2949 1.4367 0.1928 1.0765 ...

Canada 1.0374 1.6221 1.0077 0.1407 0.0341 0.1685 0.0122 0.2739 1.3346 0.1791 ... 0.9289

Denmark 5.7914 9.0554 5.6254 0.7857 0.1902 0.9405 0.0681 1.5293 7.4503 ... 5.5826 5.1859

Euro 0.7773 1.2154 0.7551 0.1055 0.0255 0.1262 0.0091 0.2053 ... 0.1342 0.7493 0.6961

Israel 3.7870 5.9214 3.6785 0.5138 0.1244 0.6150 0.0445 ... 4.8718 0.6539 3.6505 3.3911

Japan 85.0600 132.9998 82.6226 11.5399 2.7940 13.8132 ... 22.4611 109.4254 14.6873 81.9934 76.1670

Norway 6.1579 9.6285 5.9814 0.8354 0.2023 ... 0.0724 1.6261 7.9218 1.0633 5.9359 5.5141

Russia 30.4440 47.6022 29.5716 4.1303 ... 4.9439 0.3579 8.0391 39.1647 5.2568 29.3464 27.2611

Sweden 7.3710 11.5252 7.1597 ... 0.2421 1.1970 0.0867 1.9464 9.4824 1.2727 7.1052 6.6003

Switzerland 1.0295 1.6097 ... 0.1397 0.0338 0.1672 0.0121 0.2719 1.3244 0.1778 0.9924 0.9219

U.K. 0.6395 ... 0.6212 0.0868 0.0210 0.1039 0.0075 0.1689 0.8227 0.1104 0.6165 0.5727

U.S. ... 1.5636 0.9713 0.1357 0.0328 0.1624 0.0118 0.2641 1.2865 0.1727 0.9639 0.8954

Source: Thomson Reuters via WSJ Market Data Group

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of August 19, 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* 288.70 -0.06% -3.6% 8.5%

2.60 16 World (Developed Markets) 1,119.66 -0.07 -4.2 7.2

2.40 17 World ex-EMU 133.72 -0.14 -2.1 9.1

2.40 17 World ex-UK 1,116.43 -0.17 -4.0 7.1

3.10 17 EAFE 1,469.64 0.07 -7.0 3.1

2.20 15 Emerging Markets (EM) 994.10 -0.03 0.5 17.8

3.40 15 EUROPE 89.34 -0.36 1.2 14.0

3.60 15 EMU 153.37 0.39 -15.0 -3.3

3.30 16 Europe ex-UK 95.93 -0.19 -0.8 11.6

4.50 12 Europe Value 96.44 -0.50 -3.0 9.6

2.30 18 Europe Growth 80.24 -0.22 5.4 18.3

2.30 21 Europe Small Cap 170.82 -0.15 8.7 26.3

2.10 9 EM Europe 309.00 -0.25 10.9 36.5

3.60 13 UK 1,571.37 -0.89 -2.3 14.7

2.80 19 Nordic Countries 155.27 -0.58 13.9 26.1

1.80 8 Russia 735.71 -0.39 -1.4 24.0

2.30 20 South Africa 715.91 -1.46 1.2 12.0

2.70 17 AC ASIA PACIFIC EX-JAPAN 409.11 -0.06 -1.8 12.8

1.90 26 Japan 519.62 1.06 -8.6 -11.8

2.30 17 China 62.26 -0.25 -3.9 1.9

1.00 21 India 734.67 1.34 3.9 18.8

1.20 10 Korea 496.07 0.29 3.2 13.5

3.40 24 Taiwan 279.10 -0.06 -5.7 8.0

1.90 18 US BROAD MARKET 1,221.42 -0.17 -1.3 12.0

1.30 51 US Small Cap 1,705.38 -0.31 2.1 17.3

2.40 15 EM LATIN AMERICA 4,103.14 0.01 -0.3 26.9

*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 2234.60 -1.08% 7.0%

1.95 16 Global Dow 1339.80 -1.30% 12.8% 1830.70 -1.21 2.0

2.27 14 Global Titans 50 162.20 -1.67 10.2 155.90 -1.58 -0.4

2.71 19 Europe TSM 2410.77 -1.30 0.3

2.30 20 Developed Markets TSM 2151.27 -1.19 5.4

2.16 15 Emerging Markets TSM 4188.28 -0.16 22.6

2.88 25 Africa 50 869.40 -0.08 23.4 709.97 0.01 11.5

2.55 13 BRIC 50 474.70 -0.51 30.6 582.23 -0.42 18.0

3.21 18 GCC 40 561.50 1.42 5.3 458.53 1.51 -4.8

1.91 20 U.S. TSM 11037.45 -2.06 7.5

3.25 28 Kuwait Titans 30 -c 204.80 1.93 -11.0

1.63 RusIndex Titans 10 -c 3370.30 -0.77 45.2 5470.91 -0.67 25.4

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

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

2.01% 10 Turkey Titans 20 -c 639.00 -1.61% 40.4% 711.74 -0.97% 28.4%

4.66 15 Global Select Div -d 173.70 -0.99 21.1 191.26 -0.90 9.4

5.24 11 Asia/Pacific Select Div -d 262.04 0.04 4.6

4.12 15 U.S. Select Dividend -d 317.42 -2.04 12.0

1.64 17 Islamic Market 1873.20 -1.11 7.4

2.00 14 Islamic Market 100 1750.30 -1.51 12.5 1927.15 -1.42 1.7

3.28 13 Islamic Turkey -c 1603.70 -1.55 31.5 3066.77 -0.91 20.2

2.46 16 Sustainability 856.20 -1.37 13.1 930.07 -1.28 2.2

3.45 20 Brookfield Infrastructure 1661.20 -1.17 31.2 2037.69 -1.08 18.6

1.14 23 Luxury 1015.60 -1.69 27.5 1107.74 -1.59 15.2

2.96 8 UAE Select Index 221.96 1.97 -11.3

DJ-UBS Commodity 141.60 -0.57 16.2 132.29 -0.48 5.0

*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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U.S. NEWS

Cuts in Social Security
weighed by U.S. panel

WASHINGTON—A White House-
created commission is considering
proposals to raise the retirement
age and make other changes to
shore up the finances of Social Se-
curity, prompting key players to
prepare for a major battle over the
program’s future.

The commission is looking into
ways to address the country’s long-
term fiscal problems, but even be-
fore it settles on proposals, many
liberals are vowing to block cuts in
retirement benefits. Some key play-
ers appear open to a deal, however,
including the White House and the
powerful senior group AARP.

Beginning in 2014, Social Secu-
rity is projected to routinely pay out
more in benefits than it collects in
taxes, drawing on reserves that have
been funding the rest of govern-
ment. By 2037, the reserves are pro-
jected to be depleted, leaving the
program able to pay about 75% of

promised benefits.
How to fix that long-term prob-

lem is under consideration by the
18-member National Commission on
Fiscal Responsibility and Reform,
which is examining a number of
ways to cut benefits or raise taxes,
according to two commission mem-
bers and others briefed on the
panel’s deliberations.

In addition to a higher retire-
ment age, specific cuts under con-
sideration include reducing benefits
for wealthier retirees and trimming
annual increases that address infla-
tion, perhaps only for wealthier re-
tirees, according to two people.

On the tax side, the leading idea
is to increase the share of earned
income that is subject to Social Se-
curity taxes, officials said. Under
current law, any income beyond
$106,000 is currently exempt.

To be endorsed by the commis-
sion, an idea must garner 14 of 18
votes. The commission is to issue its
report by Dec. 1.

The proposals will face an uncer-
tain reception in Congress, which
would have to approve changes to
the retirement program. “Are Re-
publicans willing to sign on to a tax
increase, and are Democrats ready
to sign on to a benefit cut? I think
the answer is probably yes in both
cases if the other is willing to do it,”
said commissioner Alice Rivlin, a
Democrat who once directed the
White House budget office.

Republicans on the commission
have mostly held their fire. Rep. Jeb
Hensarling (R., Texas) said Thursday
he opposes tax increases but
wouldn’t rule anything out at this
stage in the discussions, otherwise
“the thing blows up before it has a
chance to work.”

Many liberal Democrats oppose
any proposal that includes benefit
cuts. They argue the program’s fi-
nances can be fixed with tax in-
creases alone.

—John McKinnon
contributed to this article.

BY LAURA MECKLER

In the panoply
of political
prognosticators
populating
Washington, few
have painted a

bleaker picture of Democrats’
2010 election prospects than
Charlie Cook.

And he doesn’t see that picture
getting any brighter.

To the contrary, Mr. Cook, who
is editor and publisher of a
newsletter that bears his name,
and who stands as perhaps the
most respected crystal-ball gazer
in politics, now says it more
definitively than ever: Republicans
are on track to win back control
of the House of Representatives,
claiming their most coveted prize
of 2010.

“I think Republicans are going
to get the House back,” he said
flatly in a conversation taped for
WSJ.com’s “Big Interview”
segment, which will be posted
Friday morning.

To be precise, Republicans
need to win 39 Democratic seats
to get control of the House, and
Mr. Cook’s current estimate is that
they are in line for a 35- to 45-
seat gain. “But frankly, I think
we’re being very conservative
with that,” he added. “The odds of
it being higher than that range
are a lot better than lower.”

Mr. Cook just this week raised
his newsletter’s forecast of
Republican gains to reflect this
new view. The analysis is
significant, not only because Mr.
Cook has a strong track
record—he correctly called the
last wave that brought Democrats
into power in the House, in
2006—but also because Mr. Cook
and his small staff of analysts
probably devote more hours and
shoe-leather to analyzing
individual House and Senate races
than anyone outside the political
parties.

It’s also significant because Mr.
Cook has consistently been more
bullish on Republicans’ prospects
this year than many other
nonpartisan analysts have been,
and events have generally evolved
to match his view.

The basis of his analysis is
simple: This doesn’t look or feel
like a normal midterm election.
“There are two kinds of elections,”
he said. “There’s sort of the Tip
O’Neill all-politics-is-local, and
then there are wave elections.
We’re seeing just every sign in the
world that this is going to be a
wave, and a pretty good-sized
wave.”

That wave, he thinks, won’t be
enough to bring the Republicans
control of the Senate. Republicans
would have to take over 10 seats
now controlled by the Democrats
to pull off that feat, and even this
wave doesn’t appear sufficient. In
numerical terms, Mr. Cook sees 18
Senate seats up for election this
year that could, plausibly, change
party hands one way or the other,
and Republicans would have to
win 16 of the 18 to take over.

That task is “a couple of orders
of magnitude higher” than the

challenge Republicans face taking
back the House, he said.

Could Mr. Cook’s analysis of
the climate be wrong? The key
question at this juncture is
whether something might happen
to make the Cook picture less
bright for Republicans, and less
bleak for Democrats, by Nov. 2.

One way to analyze that
question is to say that there are
only about 10 weeks left before
the election, and the broad trend
lines don’t figure to change very
much in that amount of time. The
other way is to say that there are
10 weeks to go and, given the
speed and volatility of politics
these days, that’s a lifetime, and
plenty of time for the picture to
morph.

Some things simply won’t
change. One is the Democrats’
most basic problem, which is that
they have an awful lot of House
members trying to hang on to
seats in difficult territory.
Because of the party’s gains in
the last two elections, there now
are 53 House Democrats trying to
defend seats that were held by
Republicans just four years ago.
That means a lot of Democrats
are exposed to danger amid
adverse conditions.

In addition, Mr. Cook says,
voters tend to look for “balance”
in the national political
leadership. That helps Republicans
right now.

On the other hand, Democrats
might figure out how to do a
better job convincing the nation
of the wisdom of their policies.
The apparent return of General
Motors to health after President
Barack Obama’s bailout might
help. Mr. Obama, who, despite his
problems, remains far more
popular than his party’s
congressional leaders, stands the
best chance of making that case.

And Democrats’ money
advantage, which Mr. Obama was
working to enhance this week
with a fund-raising tour, will help
in the stretch run. Above all,
Democrats might finally get their
base more excited.

Ultimately, though, Democrats
are selling a controversial agenda
amid lousy economic times. It
appeared briefly in the spring that
the economic trend lines might be
starting to point upward. It
doesn’t feel that way now. And
that, as much as anything,
explains the Cook report.

[ Capital Journal ]

BY GERALD F. SEIB

Why Charlie Cook predicts
a romp by the Republicans

Cook has a strong track record.
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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 1.06 99.71% 0.01% 1.42 0.75 1.08

Eur. High Volatility: 13/1 1.60 97.33 0.01 2.16 1.11 1.58

Europe Crossover: 13/2 4.82 100.69 0.05 5.88 4.48 5.17

Asia ex-Japan IG: 13/1 1.21 99.05 0.01 1.72 0.87 1.20

Japan: 13/1 1.14 99.33 0.01 1.76 0.85 1.22

Note: Data as of August 18

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

In percentage points

8.00

6.00

4.00

2.00

0

t Europe Senior Financials

t
Europe Crossover

2010
Mar. April May June July Aug.

Index roll

Source: Markit Group

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

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

Nomura $568 7.6% 72% 12% 16% ...

Mizuho 509 6.8 64 16 9 10%

Goldman Sachs 398 5.3 74 9 16 ...

Sumitomo Mitsui Financial Group 288 3.9 63 12 8 17

JPMorgan 280 3.7 72 9 18 1

Morgan Stanley 240 3.2 48 14 38 ...

Bank of America Merrill Lynch 222 3.0 51 14 33 3

UBS 216 2.9 55 19 26 ...

Deutsche Bank 214 2.9 51 20 27 1

Source: Dealogic

Tracking
credit
markets �
dealmakers

Dow Jones Industrial Average P/E: 14
LAST: 10271.21 t 144.33, or 1.39%

YEAR TO DATE: t 156.84, or 1.5%

OVER 52 WEEKS s 921.16, or 9.9%

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

Previous
close, in STOCK PERFORMANCE

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

Nokia Finland Telecommunications Equipment 31,422,222 7.05 1.51% -21.0% -17.4%

UBS Switzerland Banks 12,809,798 17.45 -0.11% 8.7 -0.3

Tesco U.K. Food Retailers & Wholesalers 15,290,029 402.65 -0.14 -5.9 10.3

Nestle S.A. Switzerland Food Products 6,319,160 53.00 -0.38 5.6 23.4

SAP AG Germany Software 4,137,936 35.13 -0.55 6.4 6.8

Societe Generale France Banks 4,080,599 41.69 -3.45% -14.8 -15.8

Siemens Germany Diversified Industrials 3,976,185 73.98 -3.27 15.2 29.9

AXA France Full Line Insurance 11,298,554 12.90 -3.08 -22.0 -14.6

Intesa Sanpaolo Italy Banks 98,528,259 2.29 -2.97 -27.3 -15.7

BP PLC U.K. Integrated Oil & Gas 43,775,275 386.70 -2.74 -35.5 -25.2

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

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

BG Group 11,224,978 1,030 -0.58% -8.2% -1.4%
U.K. (Integrated Oil & Gas)
L.M. Ericsson Telephone Series B 7,824,689 78.45 -0.76 19.0 15.0
Sweden (Communications Technology)
Astrazeneca 2,321,448 3,251 -0.96 11.7 17.5
U.K. (Pharmaceuticals)
Diageo 4,018,943 1,082 -1.01 -0.2 15.2
U.K. (Distillers & Vintners)
RWE AG 2,303,364 53.70 -1.10 -21.0 -12.3
Germany (Multiutilities)
Vodafone Group 73,989,406 151.50 -1.14 5.4 15.3
U.K. (Mobile Telecommunications)
Sanofi-Aventis 3,829,685 45.05 -1.26 -18.2 -1.9
France (Pharmaceuticals)
Telefonica 18,729,245 17.38 -1.28 -11.0 1.5
Spain (Fixed Line Telecommunications)
Banco Bilbao Vizcaya Argentaria 23,504,933 9.83 -1.33 -22.8 -15.2
Spain (Banks)
Novartis 3,652,964 52.65 -1.40 -6.8 9.6
Switzerland (Pharmaceuticals)
Iberdrola 25,763,410 5.43 -1.43 -18.5 -10.2
Spain (Conventional Electricity)
Roche Holding 1,699,117 141.30 -1.46 -19.6 -15.9
Switzerland (Pharmaceuticals)
E.ON AG 7,201,662 22.69 -1.48 -22.4 -20.0
Germany (Multiutilities)
France Telecom 8,465,742 16.17 -1.58 -7.2 -6.9
France (Fixed Line Telecommunications)
Barclays 36,063,492 319.40 -1.65 15.7 -8.5
U.K. (Banks)
ArcelorMittal 11,160,361 23.84 -1.79 -25.9 -4.0
France (Iron & Steel)
Daimler AG 5,050,126 39.88 -1.83 7.1 24.7
Germany (Automobiles)
Credit Suisse Group 5,827,526 46.06 -1.85 -10.0 -12.3
Switzerland (Banks)
Assicurazioni Generali 8,202,298 14.58 -1.88 -22.5 -9.4
Italy (Full Line Insurance)
Unilever 4,378,962 21.02 -1.91 -7.6 7.6
Netherlands (Food Products)

Latest,
in local STOCK PERFORMANCE

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

ENI 14,757,676 15.73 -1.93% -11.6% -2.8%
Italy (Integrated Oil & Gas)
Banco Santander 44,054,567 9.35 -1.94 -19.0 -8.2
Spain (Banks)
Bayer AG 3,507,828 47.28 -1.99 -15.5 8.7
Germany (Specialty Chemicals)
Deutsche Telekom 15,537,325 10.21 -2.02 -0.8 13.0
Germany (Mobile Telecommunications)
ABB Ltd. 7,829,918 20.22 -2.03 4.1 6.2
Switzerland (Industrial Machinery)
UniCredit 293,619,606 1.94 -2.12 -13.3 -14.8
Italy (Banks)
GlaxoSmithKline 12,208,496 1,191 -2.14 -9.8 ...
U.K. (Pharmaceuticals)
BHP Billiton 13,448,733 1,810 -2.16 -9.3 15.8
U.K. (General Mining)
BASFn.DE 3,965,534 43.47 -2.26 0.0 22.8
BASFn.DE (BASFn.DE)
Rio Tinto 6,437,103 3,290 -2.32 -2.9 40.9
U.K. (General Mining)
GDF Suez 4,041,580 25.30 -2.37 -16.5 -10.4
France (Multiutilities)
Total S.A. 5,681,443 38.08 -2.40 -15.4 -1.7
France (Integrated Oil & Gas)
British American Tobacco 3,341,790 2,179 -2.42 8.0 17.2
U.K. (Tobacco)
Royal Dutch Shell A 7,584,489 21.17 -2.42 0.3 13.0
U.K. (Integrated Oil & Gas)
Allianz SE 2,841,543 84.25 -2.47 -3.3 12.9
Germany (Full Line Insurance)
BNP Paribas 4,052,288 51.70 -2.51 -7.5 -4.3
France (Banks)
Anglo American 4,572,444 2,360 -2.52 -12.9 23.2
U.K. (General Mining)
Deutsche Bank 4,910,468 51.19 -2.59 3.6 10.0
Germany (Banks)
HSBC Holdings 28,873,952 635.50 -2.65 -10.3 -1.6
U.K. (Banks)
ING Groep 21,597,724 7.15 -2.69 3.6 2.3
Netherlands (Life Insurance)

Sources: Thomson Reuters

DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 24.7 $26.97 –0.31 –1.14%
Alcoa AA 25.7 10.66 –0.27 –2.47
AmExpress AXP 8.6 40.98 –0.71 –1.70
BankAm BAC 144.6 13.02 –0.30 –2.25
Boeing BA 3.9 64.62 –1.38 –2.09
Caterpillar CAT 9.3 69.31 –0.44 –0.63
Chevron CVX 7.9 75.84 –1.20 –1.56
CiscoSys CSCO 68.7 22.22 –0.19 –0.85
CocaCola KO 8.2 55.28 –0.56 –1.00
Disney DIS 11.1 33.17 –0.74 –2.18
DuPont DD 4.7 40.60 –0.82 –1.98
ExxonMobil XOM 19.2 59.29 –0.86 –1.43
GenElec GE 77.1 15.25 –0.45 –2.87
HewlettPk HPQ 23.7 40.74 –0.62 –1.50
HomeDpt HD 13.5 28.20 –0.66 –2.29
Intel INTC 154.4 18.90 –0.69 –3.52
IBM IBM 5.0 128.93 –0.47 –0.36
JPMorgChas JPM 32.5 37.09 –0.80 –2.11
JohnsJohns JNJ 10.9 58.71 –0.64 –1.08
KftFoods KFT 8.7 29.13 –0.21 –0.72
McDonalds MCD 6.5 72.99 –0.26 –0.35
Merck MRK 10.1 34.70 –0.67 –1.89
Microsoft MSFT 49.7 24.44 –0.38 –1.53
Pfizer PFE 50.5 16.01 –0.09 –0.56
ProctGamb PG 8.9 60.20 –0.55 –0.91
3M MMM 3.6 81.79 –1.82 –2.18
TravelersCos TRV 3.7 49.84 –0.24 –0.48
UnitedTech UTX 5.6 68.48 –1.45 –2.07
Verizon VZ 16.8 29.62 –0.53 –1.76

WalMart WMT 14.8 50.04 –0.82 –1.61

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

NXP 899 –19 –26 5

Grohe Hldg 832 –17 ... –2

Nielsen 322 –16 –42 –78

Codere Fin Luxembourg 689 –15 –51 –42

M Real Corp 473 –14 –18 –93

BP 213 –14 –16 –141

Kabel Deutschland 405 –13 –15 –85

DSG Intl 519 –11 10 –21

Intelsat 599 –10 –20 –39

Unitymedia 581 –9 –1 –26

And the most deterioration
CHANGE, in basis points

Yesterday Yesterday Five-day 28-day

C de Aho Y Monte de Piedad
de Madrid 318 1 –9 –54

Kdom Spain 208 1 –7 4

Swisscom 58 1 –2 –9

Koninklijke KPN 64 1 1 3

Deutsche Post 77 1 1 8

Assa Abloy 67 2 –1 –3

Irish Life Perm 340 2 28 –30

Tomkins 406 5 13 112

ITV 269 10 15 4

Xstrata 221 10 22 –2

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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Wager 101: Students bet on grades
Two New York entrepreneurs are

offering college students the chance
to put their money where their
grades are.

Their website lets college stu-
dents place wagers on their own ac-
ademic performance, betting they
will earn, say, an A in biology or a B
in calculus. Students with low
grade-point averages are considered
long shots, so they have the oppor-
tunity to win more money for high
grades than classmates with a bet-
ter GPA.

The pair of recent college gradu-
ates who founded Ultrinsic.com say
they hope to turn a profit and in-
spire students to work harder. “It
would be great if everyone was in-
trinsically motivated to get good
grades, but that’s, like, not reality,”
said Jeremy Gelbart, a 23-year-old
co-founder of the site.

But students can bet against
themselves, too, wagering they
won’t achieve a high grade-point av-
erage. And education experts—along
with several of the schools Ultrinsic
is targeting—say the use of money
as a motivator for academic
achievement is dubious at best.
Questions remain about whether the
venture will run up against laws re-
stricting Internet gambling.

The website attracted wagers by
600 students from two colleges last
year, said Mr. Gelbart and co-
founder Steven Wolf, graduates of
Queens College. This month, the site
expanded to let students on 36 cam-
puses—including Harvard, Stanford
and Brigham Young Univer-
sity—place bets. More than 1,000
new bettors have signed on.

Lisa Lapin, a Stanford University
spokeswoman, said school officials
were “appalled” when they learned
Stanford students could place bets

on their grades, adding, “the con-
cept of betting on academic per-
formance is contrary to academic
development.”

Lance Miller, a finance major at
the University of Pennsylvania, says
the criticism misses the mark. Mr.
Miller, with a GPA of 3.6, won about
$80 on two $40 bets that he would
earn A’s in business courses.

“We’re acing classes to make
money—isn’t that what they call a
win-win?” said Mr. Miller, 20.

Research in K-12 schools has
shown that paying for grades isn’t

all that successful at boosting test
scores. But paying for behavioral
changes, such as paying students to
read more books, can increase
scores.

Brian Jacob, a professor of eco-
nomics and education policy at the
University of Michigan in Ann Ar-
bor, said that, while there is no con-
clusive evidence that paying for
good grades will raise achievement,
he noted that Ultrinsic could pro-
vide a “small” incentive to college
students because they were putting
down their own cash. Ultrinsic oper-

ates likes a sports book, where gam-
blers can bet on the probability they
will get a certain grade in one
course, two courses, three courses
(known as the trifecta) or overall
grade-point average. The website
uses an algorithm based on the stu-
dent’s GPA and the grading history
of the courses to set the odds.

It isn’t clear whether the website
would be considered illegal under
state and federal laws. Federal law
prohibits financial institutions from
transmitting payments to and from
gambling businesses that are unlaw-

ful under state law, and state laws
generally bar betting on unlicensed
games of chance.

Mr. Gelbart says the site doesn’t
constitute gambling because it is a
game of skill. Anthony Cabot, a Las
Vegas lawyer and an expert on the
issue, said that argument would
likely hold up in most courts but
said the business model has risks in
states with more restrictive laws.

Mr. Gelbart declined to say
whether his company, which is fi-
nanced by private investors, is mak-
ing money.

Some students who have placed
wagers say they have an advantage
because they know more about their
classes than Ultrinsic does. The
site’s founders acknowledge there
are kinks in their system but say
their information will improve as
more bets are placed.

Colin Schloss, a business major
at Penn, wagered $50 that he would
earn at least a B-plus in Finance 100
and $50 that he would do so in Ac-
counting 101. But Mr. Schloss
hedged his bet. He also placed a $56
wager that his overall grade point
average would fall below 3.9. Win-
ning that bet would net him an ad-
ditional $50.

“I created an arbitrage opportu-
nity,” he said, referring to the prac-
tice of making profit by exploiting
market inefficiencies. He knew that
if he didn’t earn his target grades,
his GPA would drop below 3.9,
meaning he would prevail on at
least one of his wagers.

“It wasn’t really a motivation to
get good grades,” Mr. Schloss said.
“It was a motivation to see if I could
beat the system and win some
money.”

Mr. Schloss won both wagers. He
sent his transcript to Ultrinsic and
within a few weeks received his
$156 in winnings.

BY STEPHANIE BANCHERO

Ultrinsic co-founders Steven Wolf, from left, and Jeremy Gelbart, along with Chief Operating Officer Judah Guber, in New
York on Monday.
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Pentagon cost-saving drive comes under fire
U.S. lawmakers worried about

potential job losses in their districts
have rallied against the closure of a
military command in Virginia, pre-
senting Secretary of Defense Robert
Gates with a big test of his effort to
hold down military spending.

Mr. Gates this month said he
would cut payments to outside con-
tractors by 10% a year for the next
three years, saying the Pentagon bu-
reaucracy had “grown over-reliant
on contractors and grown accus-
tomed to operating with little con-
sideration to cost.”

Mr. Gates also outlined plans to
eliminate a major military command,
the Norfolk, Va., Joint Forces Com-
mand, an organization created in
1999 to encourage cooperation and
training among the various services.

The proposals represent a bet by
the Defense Secretary that by hold-
ing down costs he can free up funds

for troops overseas and stave off po-
tentially deeper cuts by Congress,
which is increasingly focused on fed-
eral spending and the deficit. The
moves announced this month are
part of a broader effort to realize
$100 billion in cost savings over the
next five years.

Last week, a group of congress-
men from Virginia wrote to Mr.
Gates challenging his recommenda-
tion to eliminate the Joint Forces
Command, known as JFCOM, saying
it would lead to thousands of job
losses in southeastern Virginia.
“Eliminating the Joint Forces Com-
mand poses significant implications
for the future conduct of joint oper-
ations, entails financial and person-
nel costs, and will result in a sub-
stantial adverse economic impact on
the local community,” they wrote.

They suggested the closure
should be subject to a formal review
process known as base realignment
and closure, which could delay or al-
ter Mr. Gates’s plan. Base closures
involve public hearings and indepen-
dent review before being approved.
A Department of Defense spokesman
said Mr. Gates’s recommendation
isn’t subject to a base-closure pro-
cess. “The Department is not closing
or realigning JFCOM,” the spokes-
man said. “The disestablishment of
JFCOM does not trigger the thresh-
olds of the federal statue.”

Loren Thompson, a defense-in-
dustry analyst and consultant, said

the letter from lawmakers repre-
sented the first substantial challenge
to Mr. Gates’s cost-cutting initiative.
He said Mr. Gates underestimated
the political implications of elimi-
nating a military organization where
thousands of voters have jobs. Joint
Forces Command has more contrac-
tors on its payroll than uniformed
military and government civilian
personnel.

“What Gates is doing is base clo-
sure rather than cost cutting,” said
Mr. Thompson. “While it’s fallen un-
der the rubric of cost cutting, it has

the political impact of a base clo-
sure.”

On Monday, Sen. Jim Webb (D.,
Va.) called for a full hearing on Mr.
Gates’s recommendation to eliminate
JFCOM. In a letter to the leadership
of the Senate Armed Services Com-
mittee, Mr. Webb praised the push to
control costs but added that Mr.
Gates’s “lack of prior consultation
with Congress on his entire set of rec-
ommendations is deeply troubling.”

Over the past decade and a half,
defense agencies have outsourced
many administrative and support

functions to private firms, which
oversee logistics and maintenance
work and run government computer
systems and even procurement pro-
grams. Official estimates put the
number of contractors working for
the Department of Defense at
766,000—a work force that costs $155
billion annually and outnumbers the
Pentagon’s civil service by more than
20,000.

Mr. Gates’s plans have also drawn
fire from the defense industry. The
Professional Services Council, an as-
sociation representing government
contractors, described Mr. Gates’s
initiative as a “new round of arbi-
trary cuts.”

The association pointed to Mr.
Gates’s decision to curtail “insourc-
ing”—a drive to replace some con-
tractors with federal employees—on
the grounds that the concept wasn’t
yielding enough savings. The associa-
tion called it evidence that contrac-
tors were often the most cost-effec-
tive way to achieve the government’s
work.

Winslow Wheeler, director of the
Straus military-reform project at the
Center for Defense Information, an
institute that monitors the military,
said Mr. Gates was unlikely in the
longer term to shield the defense
budget from deeper cuts. Current ef-
ficiency measures, he said, “will not
transform the Pentagon into some-
thing that can survive significant
budget reductions.”

BY NATHAN HODGE

Sources: Office of Management and Budget
and other sources via Defense Business Board

Military pruning
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Loren Thompson, a defense-
industry analyst, said a letter
from lawmakers represented
the first substantial challenge
to Mr. Gates’s cost-cutting
initiative.
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Andfs. Espanya EU EQ AND 08/18 EUR 12.04 -13.4 -2.2 -6.5
Andfs. Estats Units US EQ AND 08/18 USD 13.95 -7.1 5.0 -11.3
Andfs. Europa EU EQ AND 08/18 EUR 7.19 -8.3 2.9 -9.7
Andfs. Franca EU EQ AND 08/18 EUR 8.88 -8.8 3.5 -10.4
Andfs. Japo JP EQ AND 08/18 JPY 453.07 -11.4 -9.2 -15.9
Andfs. Plus Dollars US BA AND 08/18 USD 9.45 0.1 6.4 -3.0
Andfs. RF Dolars US BD AND 08/18 USD 11.89 4.0 7.8 2.6
Andfs. RF Euros EU BD AND 08/18 EUR 11.09 2.5 5.4 2.2
Andorfons EU BD AND 08/18 EUR 14.78 1.9 5.6 1.8
Andorfons Alternative Premium GL EQ AND 06/30 EUR 100.65 1.7 5.3 -6.3
Andorfons Mix 30 EU BA AND 08/18 EUR 9.58 0.2 6.3 -4.6
Andorfons Mix 60 EU BA AND 08/18 EUR 9.00 -2.9 5.5 -10.7

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 08/13 USD 335412.05 22.2 62.3 24.0

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 08/19 EUR 8.96 1.2 1.9 -3.4
DJE-Absolut P GL EQ LUX 08/19 EUR 209.23 2.2 13.6 -0.9
DJE-Alpha Glbl P EU BA LUX 08/19 EUR 174.19 -2.2 8.2 -1.7
DJE-Div& Substanz P EU EQ LUX 08/19 EUR 222.40 3.4 15.1 2.9
DJE-Gold&Resourc P OT EQ LUX 08/19 EUR 200.50 17.7 39.6 14.1
DJE-Renten Glbl P EU BD LUX 08/19 EUR 137.22 5.1 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 08/19 EUR 17.25 -2.6 8.1 1.7
LuxTopic-Pacific AS EQ LUX 08/19 EUR 19.29 17.8 37.9 7.6

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 08/18 EUR 21.13 -13.1 -13.7 -33.7
MP-TURKEY.SI OT OT SVN 08/18 EUR 43.66 25.8 46.0 4.5

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 08/18 EUR 14.94 11.7 20.3 4.3
Parex Eastern Europ Bd EU BD LVA 08/18 USD 16.73 14.3 25.9 9.2
Parex Russian Eq EE EQ LVA 08/18 USD 21.19 8.6 37.6 -8.3

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 08/18 EUR 137.02 13.0 32.3 NS
Pictet-Asian Eq ExJpn-I USD AS EQ LUX 08/19 USD 174.00 -0.8 19.9 1.7
Pictet-Asian Eq ExJpn-P USD AS EQ LUX 08/19 USD 164.72 -1.3 18.9 0.8
Pictet-Biotech-P USD OT EQ LUX 08/18 USD 261.48 -7.6 -4.1 -16.9
Pictet-CHF Liquidity-P CH MM LUX 08/18 CHF 124.12 -0.1 -0.1 0.2
Pictet-CHF Liquidity-P dy CH MM LUX 08/18 CHF 93.33 -0.1 -0.1 0.2
Pictet-Conv. Bonds-P EUR EU BD LUX 08/18 EUR 99.90 NS NS NS
Pictet-Digital Comm-P USD OT EQ LUX 08/18 USD 120.50 3.1 21.9 6.5
Pictet-Eastern Europe-P EUR EU EQ LUX 08/18 EUR 362.76 15.4 50.7 -2.3
Pictet-Emerging Markets-P USD GL EQ LUX 08/19 USD 527.80 -1.0 21.9 -1.4
Pictet-Eu Equities Sel-P EUR EU EQ LUX 08/18 EUR 420.75 3.1 17.2 -4.3
Pictet-EUR Bonds-P EU BD LUX 08/18 EUR 409.75 6.6 7.7 6.2
Pictet-EUR Bonds-Pdy EU BD LUX 08/18 EUR 300.47 6.6 7.7 6.2
Pictet-EUR Corporate Bonds-P EU BD LUX 08/18 EUR 155.97 5.5 9.4 8.9
Pictet-EUR Corporate Bonds-Pdy EU BD LUX 08/18 EUR 105.74 5.5 9.4 8.9
Pictet-EUR High Yield-P EU BD LUX 08/18 EUR 161.57 10.5 24.3 10.1
Pictet-EUR High Yield-Pdy EU BD LUX 08/18 EUR 88.56 10.5 24.3 10.1
Pictet-EUR Liquidity-P EU MM LUX 08/18 EUR 136.15 0.1 0.3 1.1
Pictet-EUR Liquidity-Pdy EU MM LUX 08/18 EUR 96.80 0.1 0.3 1.1
Pictet-EUR Sovereign Liq-P EU MM LUX 08/18 EUR 102.42 0.0 0.0 0.9
Pictet-EUR Sovereign Liq-Pdy EU MM LUX 08/18 EUR 99.93 0.0 0.0 0.8
Pictet-Europe Index-P EUR EU EQ LUX 08/18 EUR 104.97 3.9 16.3 -2.4
Pictet-European Sust Eq-P EUR EU EQ LUX 08/18 EUR 138.79 4.3 17.5 -2.1
Pictet-Glo Emerging Debt-P USD GL BD LUX 08/18 USD 269.04 10.6 17.4 15.4
Pictet-Glo Emerging Debt-Pdy USD GL BD LUX 08/18 USD 174.73 10.6 17.4 15.4
Pictet-Greater China-P USD AS EQ LUX 08/19 USD 340.08 -3.2 13.3 5.4
Pictet-Indian Equities-P USD EA EQ LUX 08/19 USD 391.15 8.5 36.3 10.5
Pictet-Japan Index-P JPY JP EQ LUX 08/19 JPY 8270.99 -6.9 -8.7 -16.7
Pictet-Japanese Eq 130/30-P JPY JP EQ LUX 08/19 JPY 4130.95 -6.5 -7.2 -15.8
Pictet-Japanese Eq Sel-I JPY JP EQ LUX 08/19 JPY 7173.91 -7.4 -9.3 -19.6
Pictet-Japanese Eq Sel-P JPY JP EQ LUX 08/19 JPY 6930.12 -7.8 -9.8 -20.1
Pictet-MENA-P USD OT OT LUX 08/18 USD 46.93 4.7 -0.6 NS
Pictet-Pac (ExJpn) Idx-P USD AS EQ LUX 08/19 USD 264.50 -3.2 16.6 4.1
Pictet-Piclife-P CHF CH BA LUX 08/18 CHF 790.86 0.0 4.8 -0.2
Pictet-Premium Brands-P EUR OT EQ LUX 08/18 EUR 77.59 18.8 40.7 10.6
Pictet-Russian Equities-P USD EE EQ LUX 08/18 USD 66.66 3.5 50.2 -6.6
Pictet-Security-P USD GL EQ LUX 08/18 USD 104.32 4.8 21.9 4.0
Pictet-Small Cap Europe-P EUR EU EQ LUX 08/18 EUR 490.72 8.4 20.4 -2.1
Pictet-Timber-P USD GL EQ LUX 08/18 USD 106.58 0.0 20.1 NS
Pictet-USA Index-P USD US EQ LUX 08/18 USD 89.50 -1.3 11.7 -6.2
Pictet-USD Government Bonds-P US BD LUX 08/18 USD 547.09 7.7 7.8 6.2
Pictet-USD Government Bonds-Pdy US BD LUX 08/18 USD 391.18 7.7 7.8 6.2
Pictet-USD Liquidity-P US MM LUX 08/18 USD 131.13 0.1 0.1 0.7
Pictet-USD Liquidity-Pdy US MM LUX 08/18 USD 84.91 0.1 0.1 0.7
Pictet-USD Sovereign Liq-P US MM LUX 08/18 USD 101.60 0.1 0.0 0.7
Pictet-USD Sovereign Liq-Pdy US MM LUX 08/18 USD 100.10 0.1 0.0 0.7
Pictet-Water-P EUR GL EQ LUX 08/18 EUR 135.97 9.7 21.6 -0.8
Pictet-World Gvt Bonds-P USD EU BD LUX 08/19 USD 172.46 4.5 6.2 7.2
Pictet-World Gvt Bonds-Pdy USD EU BD LUX 08/19 USD 139.85 4.5 6.2 7.2

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 08/18 USD 13.93 3.6 26.4 5.1
Japan Fund USD JP EQ IRL 08/19 USD 16.16 1.7 -1.6 5.3
Polar Healthcare Class I USD OT EQ IRL 08/18 USD 11.92 -7.8 3.4 NS
Polar Healthcare Class R USD OT EQ IRL 08/18 USD 11.86 -8.1 2.9 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 08/18 USD 155.29 21.9 41.1 23.0

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
ACTION FRANCE A EU EQ IRL 08/18 EUR 676.05 -4.4 8.6 -8.1
CORE EUROZONE EQ B EU EQ IRL 08/18 EUR 812.17 -2.3 9.9 -5.7
EURO FIXED INCOME A EU BD IRL 08/18 EUR 1350.52 8.5 12.8 5.3
EURO FIXED INCOME B EU BD IRL 08/18 EUR 1447.51 8.9 13.5 6.0
EUROPEAN SMALL CAP A EU EQ IRL 08/18 EUR 1294.01 7.8 20.1 -3.1
EUROPEAN SMALL CAP B EU EQ IRL 08/18 EUR 1391.35 8.2 20.8 -2.5
EUROZONE AGG A EUR EU EQ IRL 08/18 EUR 670.30 2.2 15.8 -4.8
EUROZONE AGG B EUR EU EQ IRL 08/18 EUR 966.93 2.6 16.4 -4.2
GLB REAL EST SEC A OT EQ IRL 08/18 USD 928.77 3.6 20.1 -7.8
GLB REAL EST SEC B OT EQ IRL 08/18 USD 961.15 4.0 20.8 -7.2
GLB REAL EST SEC EH A OT EQ IRL 08/18 EUR 828.50 2.9 17.3 -9.7
GLB REAL EST SEC SH B OT EQ IRL 08/18 GBP 78.30 3.4 18.4 -9.8
GLB STRAT YIELD A EU BD IRL 08/18 EUR 1749.40 8.9 22.0 9.5
GLB STRAT YIELD B EU BD IRL 08/18 EUR 1879.00 9.3 22.7 10.2
GLOBAL BOND A EU BD IRL 08/18 EUR 1313.11 18.8 22.4 14.9
GLOBAL BOND B EU BD IRL 08/18 EUR 1403.77 19.3 23.2 15.6
GLOBAL BOND EH A GL BD IRL 08/18 EUR 1506.38 9.5 13.1 8.4
GLOBAL BOND EH B GL BD IRL 08/18 EUR 1604.94 9.9 13.8 9.1
JAPAN EQUITY A JP EQ IRL 08/18 JPY 10557.84 -9.3 -13.6 -17.6
JAPAN EQUITY B JP EQ IRL 08/18 JPY 11295.72 -8.9 -13.1 -17.1
PAC BASIN (X JPN) A AS EQ IRL 08/18 USD 2270.44 -0.7 17.4 6.3
PAC BASIN (X JPN) B AS EQ IRL 08/18 USD 2432.25 -0.3 18.1 7.0
PAN EUROPEAN EQUITY A EU EQ IRL 08/18 EUR 1001.38 4.0 16.7 -3.5
PAN EUROPEAN EQUITY B EU EQ IRL 08/18 EUR 1071.38 4.4 17.4 -3.0
US EQUITY A US EQ IRL 08/18 USD 843.92 -3.3 9.1 -8.3
US EQUITY B US EQ IRL 08/18 USD 906.95 -2.9 9.8 -7.7
US SMALL CAP EQUITY A US EQ IRL 08/18 USD 1288.06 -0.1 13.0 -8.6
US SMALL CAP EQUITY B US EQ IRL 08/18 USD 1385.19 0.3 13.7 -8.0

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
A company of Amundi Group
Bonds ConvEurope A EU BD LUX 08/18 EUR 32.69 10.2 13.0 2.9
Bonds Eur Corp A EU BD LUX 08/17 EUR 23.91 3.5 5.7 5.0
Bonds Eur Hi Yld A EU BD LUX 08/18 EUR 22.15 7.6 17.1 7.3
Bonds EURO A EU BD LUX 08/18 EUR 43.27 5.4 6.0 7.4
Bonds Europe A EU BD LUX 08/18 EUR 41.65 6.5 6.0 7.1
Bonds US MtgBkSec A US BD LUX 04/29 USD 24.41 -4.7 11.9 0.0
Bonds World A GL BD LUX 08/17 USD 43.57 3.7 5.6 6.7
Eq. AsiaPac Dual Strategies A AS EQ LUX 08/18 USD 9.95 -4.5 14.2 0.4
Eq. China A AS EQ LUX 08/18 USD 22.00 -8.8 5.6 5.2
Eq. Concentrated Euroland A EU EQ LUX 08/18 EUR 85.46 -8.1 2.4 -11.4
Eq. ConcentratedEuropeA EU EQ LUX 08/18 EUR 27.69 2.5 14.1 -6.1
Eq. Emerging Europe A EU EQ LUX 08/18 EUR 26.80 13.8 46.3 -8.5
Eq. Equities Global Energy OT EQ LUX 08/18 USD 15.84 -12.7 0.7 -16.3
Eq. Euroland A EU EQ LUX 08/18 EUR 10.29 -5.0 7.9 -11.0
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 08/18 EUR 146.48 3.8 17.1 -1.9
Eq. EurolandCyclclsA OT EQ LUX 08/18 EUR 18.06 1.5 14.7 -6.4
Eq. EurolandFinancialA OT EQ LUX 08/18 EUR 10.29 -9.1 -5.1 -13.9
Eq. Glbl Emg Cty A GL EQ LUX 08/18 USD 8.76 -9.5 5.9 -5.9
Eq. Global A GL EQ LUX 08/18 USD 26.61 -4.5 8.1 -6.3

Eq. Global Resources A GL EQ LUX 08/18 USD 111.69 2.3 26.1 -0.4
Eq. Gold Mines A OT EQ LUX 08/18 USD 34.04 12.4 38.8 23.5
Eq. India A EA EQ LUX 08/18 USD 137.04 4.8 28.1 8.6
Eq. Japan CoreAlpha A JP EQ LUX 08/18 JPY 7023.16 -3.2 -12.1 -11.0
Eq. Japan Sm Cap A JP EQ LUX 08/18 JPY 974.41 -8.9 -13.8 -10.8
Eq. Japan Target A JP EQ LUX 08/19 JPY 1545.26 -5.8 -14.3 -9.2
Eq. Latin America A GL EQ LUX 08/18 USD 115.59 -0.6 27.4 -0.7
Eq. US ConcenCore A US EQ LUX 08/18 USD 21.85 -3.3 12.9 -3.7
Eq. US Focused A US EQ LUX 08/18 USD 15.11 -4.7 3.7 -17.0
Eq. US Lg Cap Gr A US EQ LUX 08/18 USD 14.55 -4.6 8.2 -11.1
Eq. US Mid Cap A US EQ LUX 08/18 USD 30.92 3.5 22.1 -2.9
Eq. US Multi Strg A US EQ LUX 08/18 USD 20.80 -2.3 8.7 -10.2
Eq. US Rel Val A US EQ LUX 08/18 USD 19.92 -3.3 6.5 -10.5
Eq. US Sm Cap Val A US EQ LUX 08/18 USD 15.54 -2.5 6.2 -17.2
Money Market EURO A EU MM LUX 08/18 EUR 27.45 0.2 0.3 1.4
Money Market USD A US MM LUX 08/18 USD 15.86 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 08/12 USD 830.56 -13.6 -17.0 -30.3
MENA Special Sits Fund OT OT BMU 07/29 USD 1082.33 0.3 1.5 NS
UAE Blue Chip Fund OT OT ARE 08/12 AED 4.52 -15.1 -22.6 -37.5

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

n YMR-N Series
YMR-N Growth Fund JP EQ IRL 08/19 JPY 8405.00 -11.1 -9.9 -16.8
YMR-N Small Cap Fund JP EQ IRL 08/19 JPY 6007.00 -14.3 -18.4 -16.1

n Yuki 77 Series
Yuki 77 General JP EQ IRL 08/19 JPY 5252.00 -14.6 -17.8 -22.9

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 08/19 JPY 6080.00 -10.9 -8.8 -18.7
Yuki Chugoku JpnLowP JP EQ IRL 08/19 JPY 7250.00 -3.9 -14.6 -16.7

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 08/19 JPY 4008.00 -14.2 -15.2 -23.9
Yuki Hokuyo Jpn Inc JP EQ IRL 08/19 JPY 4734.00 -9.8 -13.4 -20.0
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 08/19 JPY 4359.00 -14.6 -19.3 -16.4

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III JP EQ IRL 08/19 JPY 3781.00 -14.5 -16.6 -25.9
Yuki Mizuho Jpn Dyn Gro JP EQ IRL 08/19 JPY 4034.00 -13.5 -16.6 -25.7
Yuki Mizuho Jpn Exc 100 JP EQ IRL 08/19 JPY 5920.00 -15.1 -13.6 -21.1
Yuki Mizuho Jpn Gen JP EQ IRL 08/19 JPY 7729.00 -10.3 -11.5 -18.4
Yuki Mizuho Jpn Gro JP EQ IRL 08/19 JPY 5643.00 -11.2 -14.6 -19.1
Yuki Mizuho Jpn Inc JP EQ IRL 08/19 JPY 7036.00 -7.8 -10.7 -20.8
Yuki Mizuho Jpn Lg Cap JP EQ IRL 08/19 JPY 4548.00 -12.4 -12.9 -20.7
Yuki Mizuho Jpn LowP JP EQ IRL 08/19 JPY 10572.00 -8.6 -15.9 -14.5
Yuki Mizuho Jpn PGth JP EQ IRL 08/19 JPY 6653.00 -16.4 -20.4 -24.1
Yuki Mizuho Jpn SmCp JP EQ IRL 08/19 JPY 6196.00 -13.2 -16.3 -14.5
Yuki Mizuho Jpn Val Sel AS EQ IRL 08/19 JPY 5080.00 -10.1 -14.2 -17.2
Yuki Mizuho Jpn YoungCo AS EQ IRL 08/19 JPY 2342.00 -14.1 -23.3 -19.1

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 08/19 JPY 4867.00 -10.2 -11.7 -19.3
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MARKETS

Trading upstarts risk
pain from shrinking pie

Low European share-trading vol-
umes in recent months threaten
some of the alternative trading plat-
forms that have stolen market share
from traditional exchanges over the
last three years, according to a con-
sultant’s report.

Multilateral trading facilities
such as Instinet International Ltd.’s
Chi-X Europe Ltd. and Bats Europe
have proliferated in Europe’s equity
markets since the European Union
liberalized share-trading rules in
2007.

One now ranks as the second-
busiest trading venue for European
stocks.

Traditional exchanges have often
contested that the low-margin
model pursued by their new rivals
made many of them unsustainable.

“If liquidity does not return to
pre-2008 levels, we can expect to
see further consolidation” among al-
ternative platforms, said Simmy
Grewal, the author of a report from
consultancy Aite Group, released
Wednesday.

In the past year, one platform
has been sold and another has been
shuttered.

But operators of some of the
largest alternative platforms said
they are confident about their busi-
ness strategy.

Chi-X Europe, the region’s larg-
est multilateral trading facility, re-
corded a loss of £5.8 million ($9.1
million) last year.

Chief Executive Alisdair Haynes
said he was confident that “we will
be around for some time. In July, he
said that the exchange had been
profitable for each of the last six
months.

In July, Chi-X Europe, traded
15.7% of European equities, accord-
ing to data from Thomson Reuters.
That put it above NYSE Euronext,
whjch owns four national stock ex-
changes and had 15.2% of the mar-
ket, and Deutsche Börse AG, which
owns Germany’s main stock market
and traded 10.5% of the region’s
shares.

London Stock Exchange Group
PLC remains the largest platform
operator by volume, trading 20.53%
of shares last month.

Bats Europe posted a £10.6 mil-
lion loss for 2009. It handled 4.7%
of Europe’s equity trades last
month, making it the region’s sec-
ond-largest multilateral trading fa-
cility,

Mark Hemsley, its chief execu-
tive, said the business plan has been
to reach break-even in the first half
of next year. “We’re still on target to
achieve that,” he said.

Despite a surge in activity in
May, when equities valued at €1.2
billion ($1.5 trillion) were traded,
European volumes have faltered. In
July, shares worth €846 billion were
traded, according to Thomson Reut-
ers. This compares to a precrisis
high in January 2008, when trading
reached €1.5 trillion in value.

—More at eFinancialnews.com

BY TIM CAVE

UBS fills a key Asian position
HONG KONG—UBS AG named

former Morgan Stanley banker Wei
Cai as vice chairman of its Asia in-
vestment bank on Thursday, as the
Swiss company battles to maintain
ground in an increasingly heated
contest for talent in the Asian-Pa-
cific region.

As companies such as Barclays
PLC and Deutsche Bank AG bulk up
in fast-growing Asian markets, UBS
is looking to hold on to its bankers
or replace them quickly.

These bankers have kept UBS at
the top of Dealogic’s rankings for
core investment-banking revenue
since 2003 in the Asian-Pacific re-
gion excluding Japan.

Core investment banking in-
cludes equity and debt capital mar-
kets as well as mergers and
acquisitions.

“Inevitably being the No. 1 bank
in the industry, we are the first
place headhunters look when they
are searching for talent,” David
Chin, co-head of investment banking
in Asia at UBS, said in an interview.

Last month, Deutsche Bank hired
Henry Cai, who had been UBS’s
chairman of investment banking in
Asia.

Henry Cai, who isn’t related to
Wei Cai, was widely regarded as
well-connected with Beijing’s politi-
cal elite.

In another high-profile depar-
ture, Mark Williams moved to No-
mura Holdings Inc. after resigning
as UBS’s head of equity capital mar-
kets in Asia earlier this year.

Business in China has been
booming for investment banks of
late and contributing a greater
share of business for their Asia
arms.

Core investment-banking reve-
nues generated in the Asian-Pacific
region rose to 22.7% of the global
total in the first six months of this
year.

That was up from 14.9% in the
same period in 2009, according to
data from Dealogic.

“China is a critical market in
Asia, and that’s why we’ve hired
somebody of Wei’s experience to fill
this senior slot as soon as possible,”
Mr. Chin said.

Wei Cai, who fills the void left by
Henry Cai, joins UBS after heading
Morgan Stanley’s Asia Pacific indus-
trials and transportation group.

While there, the Shanghai native,
who is in his early 40s, worked on
deals for Chinese firms such as
Tianjin Port Co., Guangzhou Auto
Group Co. and advertiser AirMedia
Group Inc.

Wei Cai also will become joint
head of investment banking in China
for UBS, alongside Ju Zhao.

UBS is also looking to create a
more balanced team, with Mr. Zhao
using his connections with Chinese
state-owned enterprises and Wei
Chai bringing close relationships
with entrepreneurs who own private
businesses.

“To win in China, you need to
cover both spaces,” said Mr. Chin.

Wei Cai will be based in Hong
Kong and report to Mr. Chin and his
co-head of Asia investment banking,
Matthew Hanning.

BY ALISON TUDOR Asian ascent
Asia is gaining importance for the world’s biggest banks. Asian-Pacific
core investment-banking net revenue, year-to-date, in millions of dollars.

UBS

Goldman Sachs

JPMorgan
Morgan Stanley

Deutsche Bank

CITIC Securities
Credit Suisse

China International Capital

Ping An Securities

Bank of America Merrill Lynch

Note: Core investment banking includes equity and debt capital markets as well as mergers and acquisitions
Source: Dealogic
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Afghan sniper has Marines on edge
SANGIN, Afghanistan—Some-

where in this dusty town, concealed
among the cornfields, irrigation ca-
nals and mud-walled compounds, is
a man the U.S. Marines particularly
want to kill.

They don’t know what he looks
like. But they know he is a very
good shot with a long rifle, and, ev-
ery day he remains alive, he is
drawing Marine blood.

In the seven days since the men
of Lima Company, Third Battalion,
Seventh Marine Regiment arrived in
town, the Sangin sniper has perse-
cuted them with methodical, well-
aimed shots, fired one at a time. His
toll so far: two men killed—one
American and one British—and one
man wounded.

Two Marines have survived hits
they say came from a second
shooter, believed to be less profi-
cient and careful than the first.

Sangin has for years been a hot-
bed of insurgent activity in volatile
Helmand province, and, in its first
days here, Lima Company has
pressed through a belt of farmland
between the Helmand River and a
main road, Route 611. The Marines
have been met with hidden explo-
sives and ambushes.

But the sniper has caused the
most damage—a deadly reminder
that the Taliban insurgency has its
share of well-trained fighters capa-
ble of frustrating the allied mission.

“He’s hitting people—that’s very

disruptive,” said 1st Sgt. John Cal-
houn, 41 years old, from Konawa,
Okla. “But it’s not interfering with
what we’re trying to do here.”

The sniper struck first on Aug.
13, the day after Lima Company ar-
rived. A Marine stepped out of his
armored vehicle 100 yards or so
from a secure U.S.-British patrol
base. He threw away some trash and
exchanged a few words with another
Marine. The sniper fired a single, le-
thal shot.

The same day, a British army en-
gineer—20-year-old Darren Fos-
ter—was in a guard post in front of
the same patrol base. British troops
have built a covered, bunkered path-
way so the guards aren’t exposed to
enemy fire as they walk down from
the hilltop base. The post is pro-
tected by bulletproof glass, except
for small gaps through which the
guards fire their weapons. The
sniper timed his single shot and
killed the engineer as he walked
past the opening. “He hit a moving
target in a space this big,” said
Capt. Jim Nolan, Lima Company’s
commander, holding his hands
about nine inches apart.

On Aug. 14, a U.S. tank mechanic
took a round in the torso as he car-
ried sandbags across a small bridge.
The protective plate in his body ar-
mor stopped the round. “We think
it’s the same guy,” said Gunnery Sgt.
Edward Rivera, 39, of Poway, Calif.

Other Marines believe the evi-
dence suggests a second shooter,
less accurate and armed with a

smaller-caliber weapon.
Then on Sunday, the snipers hit

twice. First, Lance Cpl. Derek Simp-
son took a round to the head.

One of the Marines’ tank-like
mine-clearing vehicles had slipped
off of a dirt bridge, knocking the
track off the sprocket wheel. The
Marines hitched it to a tow-tank and
pulled until the track came free,
then set to work putting it back in
place. Lance Cpl. Simpson, of Third
Combat Engineer Battalion, was
working on the project when he felt
a hard blow to his head.

The sniper’s bullet had appar-
ently hit the tank and ricocheted
into the front right side of Lance
Cpl. Simpson’s helmet. It punched
into the Kevlar shell, but didn’t pen-
etrate all the way.

Lance Cpl. Simpson can’t recall if
he was knocked to the ground or
threw himself there to avoid an-
other shot. Another Marine dragged
him to cover. He lay on his back as
a friend pulled off his helmet to re-
veal a bloody welt on the right side
of his forehead. Two Navy corps-
men, the Marine equivalent of Army
medics, decided against stitches.

“I feel blessed,” he said. But he
also felt guilty for leaving his com-
rades. “I want to be out there with
everyone else,” he said. “It’s not fair
that I’m alive and in here, and
they’re still out there.”

Fifteen minutes after Lance Cpl.
Simpson arrived at the patrol base,
another Marine went down near the
same spot. Again, just one shot.

The other Marines pulled him,
too, behind an armored vehicle,
where a corpsman treated his
wounded leg. The men called franti-
cally for an armored ambulance, but
were relieved that the corpsman
found the bullet had missed the
femoral artery. The wound wasn’t
life-threatening.

Back at the patrol base, Sgt.
Johnny Bailey watched a live video
feed of the scene at the bridge and
tried to find out which way the Ma-
rine had fallen. “That way I’ll know
the direction of the shot,” he said.

The Marines send their own
snipers out hunting. The Marine
scout-snipers, who go through ex-
tensive training, are reluctant to
grant that title to the insurgent gun-
man.

“He’s a decent shot—not a great
shot,” one Marine sniper said as he
headed out to try to kill the insur-
gent. He had heard the thump and
crack of each of the sniper’s shots.
He estimates from the sound that
the Sangin sniper is less than 600
yards away from his targets.

During the U.S.-led offensive ear-
lier this year in Marjah, one insur-
gent sniper positioned himself two
or three rooms deep in a building,
concealed well enough to hide the
flash of his rifle’s muzzle. His shots
would travel room-to-room through
the building, exit through a small
hole in the exterior wall and hit Ma-
rines on a rooftop outpost. It took
Marine snipers days to locate and
kill him.

BY MICHAEL M. PHILLIPS

Lance Cpl. Derek Simpson, left, shows another Marine his helmet after it was shot by an insurgent on Sunday.

U.S.-Seoul
drills stir
China ire

BEIJING—Plans by the U.S. and
South Korea to conduct military ex-
ercises in the Yellow Sea aimed at
North Korea, despite China’s strong
objections, are ratcheting up ten-
sions between Beijing and Washing-
ton, already at loggerheads over
sensitive regional security issues.

Chinese officials warn that the
exercises threaten a crisis on
China’s doorstep by provoking
North Korea, and could inflame pub-
lic opinion in China.

“There’s a real danger things
could get out of control—and that
would be a real threat for China’s
national security,” a senior official
said.

“The very fact that you have
such a strong military presence in
the Yellow Sea at this particular
moment could hardly be interpreted
as a friendly gesture by the Chinese
public,” the official said. “This is re-
ally a political signal the United
States is sending to the Chinese
public, so I think a high degree of
restraint is very much in order.”

In recent months, the two coun-
tries have butted heads over U.S.
arms sales to Taiwan as well as
China’s disputed claims to sover-
eignty over the South China Sea.

The Pentagon said Wednesday
that the U.S. and South Korea would
conduct new military exercises next
month to bolster defenses against
attacks by North Korean subma-
rines, this time in waters off the
Western coast of the Korean penin-
sula close to China.

Tensions over the Yellow Sea ex-
ercises reflect growing strategic
competition between the U.S. and
China. Increasingly, China is chal-
lenging U.S. primacy in its own
backyard. Beijing is pushing back as
Washington asserts the freedom of
its Navy to sail unchallenged across
the vital commercial sea lanes of the
region, right up to China’s coast.

In a four-day drill last month,
U.S. ships, led by the carrier USS
George Washington, stayed east of
the Korean peninsula, away from
the Chinese coast.

The next exercises are still being
planned, Pentagon spokesman Bryan
Whitman said.

“These exercises are intended to
deter North Korea from future de-
stabilizing attacks, such as occurred
with the Cheonan,” he added, refer-
ring to the South Korean warship
that Seoul and Washington say was
sunk by a North Korean submarine
in March, killing 46 sailors.

“China has no reason to view
this exercise, or this series of exer-
cises, as a threat to its security,” Mr.
Whitman said.

U.S. ships have operated before
in the Yellow Sea, but the Chinese
official said the new exercises were
inflammatory now that military-to-
military ties between the two coun-
tries have become strained.

The U.S. has stationed troops in
South Korea since the Korean War
of the 1950s and the two countries
stage two large-scale military exer-
cises a year, including one this week
practicing communication and com-
puter-system responses to a North
Korean invasion. The two countries
decided to add several naval exer-
cises this year following the sinking
of the Cheonan.

BY ANDREW BROWNE
AND EVAN RAMSTAD

WORLD NEWS

U.S. prods China over Pakistan flood aid
NEW YORK—Richard Holbrooke,

the U.S. envoy to Pakistan and Af-
ghanistan, called on China Thursday
to do more to help the people in
flood-ravaged Pakistan.

“I think the Chinese should step
up to the plate,” Mr. Holbrooke said.

“They always say that Pakistan is
their closest ally.”

The U.S. suffers from “famously
low popularity” in Pakistan, though
the U.S.’s image has improved over
the past 18 months, the senior
American diplomat told reporters in
New York after an event designed to
draw attention to the devastating

floods. “Although other countries’
popularity is greater, including
China’s, the U.S. is first and the
most [with aid],” he said.

The Chinese mission to the
United Nations didn’t immediately
return a call seeking comment.

China has begun a $7.4 million
delivery of humanitarian aid to Pak-

istan—surpassing its initial commit-
ment of $1.5 million.

Mr. Holbrooke said U.S. Secre-
tary of State Hillary Clinton would
announce later on Thursday before
the U.N. General Assembly that the
U.S. had raised its commitment to
$150 million from a previously
pledged $90 million for Pakistan.

BY JOE LAURIA

Michael M. Phillips for The Wall Street Journal
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n ALLIANCE BERNSTEIN
www.alliancebernstein.com/investments Tel. +800 2263 8637
Am Blend Portfolio A US EQ LUX 08/18 USD 9.77 -5.8 6.1 -9.7
Am Blend Portfolio I US EQ LUX 08/18 USD 11.55 -5.5 6.7 -9.0
Am Growth A US EQ LUX 08/18 USD 28.34 -9.3 5.7 -4.0
Am Growth B US EQ LUX 08/18 USD 23.68 -9.8 4.7 -5.0
Am Growth I US EQ LUX 08/18 USD 31.57 -8.8 6.6 -3.3
Am Income A US BD LUX 08/18 USD 8.93 9.5 17.4 10.9
Am Income A2 US BD LUX 08/18 USD 20.90 9.8 17.4 10.9
Am Income B US BD LUX 08/18 USD 8.93 9.1 16.5 10.0
Am Income B2 US BD LUX 08/18 USD 17.94 9.3 16.6 10.1
Am Income I US BD LUX 08/18 USD 8.93 9.9 18.0 11.6
Emg Mkts Debt A GL BD LUX 08/18 USD 16.83 12.2 24.0 14.5
Emg Mkts Debt A2 GL BD LUX 08/18 USD 22.63 12.5 24.0 14.6

Emg Mkts Debt B GL BD LUX 08/18 USD 16.83 11.6 22.9 13.4
Emg Mkts Debt B2 GL BD LUX 08/18 USD 21.67 11.9 22.8 13.5
Emg Mkts Debt I GL BD LUX 08/18 USD 16.83 12.6 24.7 15.1
Emg Mkts Growth A GL EQ LUX 08/18 USD 34.43 -0.6 21.6 -1.5
Emg Mkts Growth B GL EQ LUX 08/18 USD 29.00 -1.3 20.4 -2.5
Emg Mkts Growth I GL EQ LUX 08/18 USD 38.37 -0.1 22.6 -0.7
Eur Growth A EU EQ LUX 08/18 EUR 7.45 6.0 15.3 -3.9
Eur Growth B EU EQ LUX 08/18 EUR 6.66 5.4 14.2 -4.8
Eur Growth I EU EQ LUX 08/18 EUR 8.16 6.4 16.2 -3.2
Eur Income A EU BD LUX 08/18 EUR 6.94 8.7 16.7 9.9
Eur Income A2 EU BD LUX 08/18 EUR 14.04 9.1 16.7 9.9
Eur Income B EU BD LUX 08/18 EUR 6.94 8.3 16.0 9.2
Eur Income B2 EU BD LUX 08/18 EUR 13.00 8.6 15.9 9.2
Eur Income I EU BD LUX 08/18 EUR 6.94 9.0 17.3 10.5
Eur Strat Value A EU EQ LUX 08/18 EUR 8.51 -0.2 9.1 -11.2
Eur Strat Value I EU EQ LUX 08/18 EUR 8.75 0.1 9.9 -10.5
Eur Value A EU EQ LUX 08/18 EUR 9.14 -0.7 9.6 -7.9
Eur Value B EU EQ LUX 08/18 EUR 8.36 -1.2 8.6 -8.7
Eur Value I EU EQ LUX 08/18 EUR 10.61 -0.1 10.5 -7.1
Gl Balanced (Euro) A EU BA LUX 08/18 USD 14.92 NS NS NS
Gl Balanced (Euro) B EU BA LUX 08/18 USD 14.45 NS NS NS
Gl Balanced (Euro) C EU BA LUX 08/18 USD 14.78 NS NS NS
Gl Balanced (Euro) I EU BA LUX 08/18 USD 15.26 NS NS NS
Gl Balanced A US BA LUX 08/18 USD 16.19 -1.8 7.4 -4.6
Gl Balanced B US BA LUX 08/18 USD 15.30 -2.4 6.4 -5.5
Gl Balanced I US BA LUX 08/18 USD 16.87 -1.3 8.2 -3.9
Gl Bond A US BD LUX 08/18 USD 9.72 7.7 11.4 8.6
Gl Bond A2 US BD LUX 08/18 USD 17.27 7.9 11.3 8.6
Gl Bond B US BD LUX 08/18 USD 9.72 7.1 10.3 7.5
Gl Bond B2 US BD LUX 08/18 USD 15.03 7.2 10.3 7.5
Gl Bond I US BD LUX 08/18 USD 9.72 8.0 12.0 9.1
Gl Conservative A US BA LUX 08/18 USD 14.89 1.3 7.2 0.6

Gl Conservative A2 US BA LUX 08/18 USD 17.15 1.3 7.2 0.6
Gl Conservative B US BA LUX 08/18 USD 14.86 0.7 6.2 -0.4
Gl Conservative B2 US BA LUX 08/18 USD 16.20 0.7 6.2 -0.4
Gl Conservative I US BA LUX 08/18 USD 14.98 1.8 8.1 1.4
Gl Eq Blend A GL EQ LUX 08/18 USD 10.73 -8.0 4.3 -14.1
Gl Eq Blend B GL EQ LUX 08/18 USD 10.00 -8.7 3.1 -14.9
Gl Eq Blend I GL EQ LUX 08/18 USD 11.37 -7.6 5.0 -13.4
Gl Growth A GL EQ LUX 08/18 USD 39.01 -6.9 6.5 -14.1
Gl Growth B GL EQ LUX 08/18 USD 32.36 -7.5 5.5 -14.9
Gl Growth I GL EQ LUX 08/18 USD 43.53 -6.4 7.4 -13.4
Gl High Yield A US BD LUX 08/18 USD 4.53 9.6 26.0 11.4
Gl High Yield A2 US BD LUX 08/18 USD 10.19 10.0 26.1 11.4
Gl High Yield B US BD LUX 08/18 USD 4.53 8.9 24.6 10.0
Gl High Yield B2 US BD LUX 08/18 USD 16.28 9.4 24.9 10.3
Gl High Yield I US BD LUX 08/18 USD 4.53 9.9 26.7 12.1
Gl Thematic Res A GL EQ LUX 08/18 USD 14.29 -3.0 10.6 1.8
Gl Thematic Res B GL EQ LUX 08/18 USD 12.42 -3.6 9.4 0.8
Gl Thematic Res I GL EQ LUX 08/18 USD 16.02 -2.5 11.5 2.7
Gl Value A GL EQ LUX 08/18 USD 10.17 -8.7 2.5 -13.9
Gl Value B GL EQ LUX 08/18 USD 9.28 -9.4 1.5 -14.8
Gl Value I GL EQ LUX 08/18 USD 10.87 -8.3 3.4 -13.2
India Growth A EA EQ LUX 08/18 USD 137.41 8.3 35.9 NS
India Growth AX EA EQ LUX 08/18 USD 120.33 8.5 36.2 15.2
India Growth B EA EQ LUX 08/18 USD 143.04 7.6 34.5 NS
India Growth BX EA EQ LUX 08/18 USD 102.21 7.8 34.9 14.1
India Growth I EA EQ LUX 08/18 USD 125.09 8.8 36.9 15.7
Int'l Health Care A OT EQ LUX 08/18 USD 128.23 -6.7 5.8 -7.7
Int'l Health Care B OT EQ LUX 08/18 USD 107.48 -7.3 4.7 -8.6
Int'l Health Care I OT EQ LUX 08/18 USD 140.81 -6.2 6.6 -7.0
Int'l Technology A OT EQ LUX 08/18 USD 105.85 -4.1 14.1 -6.2
Int'l Technology B OT EQ LUX 08/18 USD 91.14 -4.7 13.0 -7.2
Int'l Technology I OT EQ LUX 08/18 USD 119.28 -3.6 15.0 -5.5

Japan Blend A JP EQ LUX 08/18 JPY 5463.00 -9.3 -10.7 -18.4
Japan Growth A JP EQ LUX 08/18 JPY 5152.00 -12.3 -13.6 -20.1
Japan Growth I JP EQ LUX 08/18 JPY 5329.00 -11.8 -12.9 -19.5
Japan Strat Value A JP EQ LUX 08/18 JPY 5790.00 -5.4 -6.8 -16.6
Japan Strat Value I JP EQ LUX 08/18 JPY 5974.00 -4.9 -6.0 -16.0
Real Estate Sec. A OT EQ LUX 08/18 USD 14.81 3.2 17.2 -6.1
Real Estate Sec. B OT EQ LUX 08/18 USD 13.45 2.5 15.9 -7.0
Real Estate Sec. I OT EQ LUX 08/18 USD 16.00 3.8 18.2 -5.3
Short Mat Dollar A US BD LUX 08/18 USD 7.33 2.5 7.8 2.2
Short Mat Dollar A2 US BD LUX 08/18 USD 10.06 2.8 7.8 2.2
Short Mat Dollar B US BD LUX 08/18 USD 7.33 2.3 7.3 1.8
Short Mat Dollar B2 US BD LUX 08/18 USD 9.98 2.5 7.3 2.1
Short Mat Dollar I US BD LUX 08/18 USD 7.33 2.8 8.4 2.8
US Thematic Portfolio A EUR H US EQ LUX 08/18 EUR 15.15 NS NS NS
US Thematic Portfolio B EUR H US EQ LUX 08/18 EUR 15.14 NS NS NS
US Thematic Portfolio C EUR H US EQ LUX 08/18 EUR 15.15 NS NS NS
US Thematic Portfolio I EUR H US EQ LUX 08/18 EUR 15.16 NS NS NS
US Thematic Research A US EQ LUX 08/18 USD 8.43 -1.2 8.5 -5.5
US Thematic Research B US EQ LUX 08/18 USD 7.71 -1.8 7.4 -6.4
US Thematic Research I US EQ LUX 08/18 USD 9.11 -0.8 9.2 -4.7

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 08/18 GBP 7.94 -3.7 11.1 -0.4
Andfs. Borsa Global GL EQ AND 08/18 EUR 6.15 -5.4 5.8 -12.4
Andfs. Emergents GL EQ AND 08/18 USD 16.53 -4.8 15.3 -2.0

FUND SCORECARD
India Equity
Funds that invest primarily in the equities of Indian companies. At least 75% of total assets are invested in
equities. Ranked on % total return (dividends reinvested) in U.S. dollars for one year ending August 19,
2010

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

1 FF - India Fidelity (FIL EURLUX 25.28 57.62 11.55 10.72
Focus A Euro (Luxembourg) S.A.)

NS India India Investment GBPGGY 36.12 52.42 2.74 NS
Capital Growth Partners Limited

4 Jyske Invest Jyske Invest DKKDNK 21.53 51.55 23.59 17.21
Indiske Aktier

1 Danske Sampo Rahastoyhtiö EURFIN 19.53 50.89 15.12 NS
Invest India K Oy

NS Carlson Carlson Fund EURLUX 21.47 48.94 17.77 NS
Equity India Management Company S.A.

3 Saint-Honoré Edmond de EURFRA 18.51 47.39 15.54 13.51
Inde A Rothschild Asset Management

5 First State First State GBPGBR 12.09 46.02 35.77 NS
Indian Subcontinent A Investments (UK) Ltd

NS Amundi ETF Amundi Investment EURFRA 16.76 45.35 NS NS
MSCI India A Solutions

3 OP-Intia A OP-Rahastoyhtiö Oy EURFIN 20.97 45.35 15.96 13.08

5 Aberdeen Aberdeen Asset GBPLUX 11.47 44.76 30.34 24.12
Global Indian Equity D2 Managers Limited(Lux)

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 07/30 EUR 98.78 -2.2 -0.4 -10.9
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 07/30 EUR 89.93 -2.0 9.2 -9.6
Special Opp Inst EUR OT OT CYM 07/30 EUR 85.30 -1.7 9.9 -9.1
Special Opp Inst USD OT OT CYM 07/30 USD 97.01 -1.6 10.3 -7.1
Special Opp USD OT OT CYM 07/30 USD 94.62 -2.0 9.5 -7.7

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 07/30 CHF 109.55 -1.1 3.3 -4.5
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 07/30 GBP 131.16 -0.7 4.2 -4.2
GH Fund Inst USD OT OT GGY 07/30 USD 111.21 -0.5 4.6 -2.2
GH FUND S EUR OT OT CYM 07/30 EUR 127.86 -0.1 5.1 -3.2
GH FUND S GBP OT OT GGY 07/30 GBP 132.79 0.1 5.4 -3.1
GH Fund S USD OT OT CYM 07/30 USD 149.97 -0.2 5.2 -1.7
GH Fund USD OT OT GGY 07/30 USD 271.15 -0.9 3.8 -3.0
Hedge Investments OT OT JEY 06/18 USD 140.42 NS 7.7 NS
Leverage GH USD OT OT GGY 07/30 USD 116.67 -3.1 5.5 -9.9
MultiAdv Arb CHF Hdg OT OT JEY 07/30 CHF 95.86 1.4 6.3 -6.2
MultiAdv Arb EUR Hdg OT OT JEY 07/30 EUR 104.70 1.7 7.1 -5.6
MultiAdv Arb GBP Hdg OT OT JEY 07/30 GBP 113.03 1.8 7.3 -6.0
MultiAdv Arb S EUR OT OT CYM 07/30 EUR 112.81 2.4 8.4 -4.6
MultiAdv Arb S GBP OT OT CYM 07/30 GBP 118.25 2.6 8.8 -4.7
MultiAdv Arb S USD OT OT CYM 07/30 USD 128.87 2.4 8.5 -2.9
MultiAdv Arb USD OT OT JEY 07/30 USD 197.19 1.6 7.1 -4.1

n HSBC Uni-folio
Asian AdbantEdge EUR OT OT JEY 07/16 EUR 96.30 -3.0 0.7 NS
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 08/13 USD 380.00 3.0 36.6 -20.8
Antanta MidCap Fund EE EQ AND 08/13 USD 755.80 6.5 63.6 -24.0
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
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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

Europe’s stocks
skid as picture
of U.S. economy
grows dimmer

In the U.K., retail sales and bor-
rowing figures were much better
than the market had anticipated,
and they briefly calmed investors’
nerves about the outlook for the re-
gion’s economy. Sales for July rose
by 1.1% instead of the 0.6% expected,
while public-sector net borrowing
came in at £3.2 billion ($5 billion)
instead of the £4.3 billion estimated
by economists. U.K. supermarket op-
erator Sainsbury held on to a 0.5%
rise in London and rival Morrison
Supermarkets added 1.9%.

Meanwhile, deal activity again
provided a focus. Technology shares
initially leapt after Intel announced
a $7.68 billion deal to acquire com-
puter-security software maker
McAfee, whose shares soared 57%.
The Stoxx Europe 600 technology
index ended down 0.2% at 189.15, as
fears regarding the health of global
economies canceled out earlier
gains.

In commodity markets, gold for
September delivery on the Comex
division of the New York Mercantile
Exchange rose $4.10, or 0.3%, to
$1,233.890. But light, sweet crude
for September delivery fell below
$75 a barrel, ending down 99 cents,
or 1.3%, to $74.43 on the New York
Mercantile Exchange.

In major market action: Swiss
cement producer Holcim fell 6.3%

Continued from page 17

after the company reported weaker-
than-expected second-quarter earn-
ings. The company said business re-
mained difficult in Europe, offset-
ting an improvement in the U.S. and
continued strong sales in emerging
markets.

Recruitment firm Michael Page
International rose 5.8% after being
upgraded to “buy” from “sell” at

Goldman Sachs.
Shares in Hays rose 1.9% and

Robert Walters added 3% after they
were both also upgraded to “buy.”

Swiss recruitment firm Adecco
fell 3.3% after Goldman cut its rating
to “sell” from “neutral,” saying reve-
nue growth could plateau.

—Simon Kennedy
contributed to this article.

McDonald’s draws
a yuan-bond crowd

HONG KONG—From the makers
of the Big Mac comes a small bond
deal that is making bankers as giddy
as kids with a Happy Meal.

McDonald’s Corp. became the
first nonfinancial foreign company
to issue a yuan-dominated bond in
Hong Kong, according to Standard
Chartered PLC, the Asia-focused
U.K. bank that underwrote the deal.
The bank said Thursday that the
fast-food giant was raising 200 mil-
lion yuan, or about $29 million, with
a three-year bond that will pay 3%
annual interest.

Sundeep Bhandari, regional head
of global markets at Standard Char-
tered, said the issue drew heavy in-
terest from investors in the city and
quickly sold out. “We were sur-
prised by the overwhelming re-
sponse,” he said. “It’s multiple times
oversubscribed.”

China closely controls its cur-
rency—known as both the yuan and
the renminbi—but has recently
eased some rules as the government
tries to slowly turn the yuan into an
international standard like the dol-
lar, euro and yen.

Hong Kong, a special administra-
tive region of China with its own
laws and a local currency firmly
pegged to the U.S. dollar, is part of
that push, and locals hope it will be-
come a center for yuan-dominated
finance.

The moves are being carefully
watched by foreign companies with
significant Chinese operations look-
ing for easier ways to convert cur-
rencies.

Mr. Bhandari said many of the
buyers were banks that would likely
eventually sell the bonds through
their private-banking networks to
high-net-worth individuals. The cur-
rency is expected to appreciate
against the U.S. dollar, and individu-
als hold it for investment purposes
as well as for cross-border trade
purposes.

“There’s a large, large amount of
renminbi sitting in Hong Kong
banks,” Mr. Bhandari said, noting
that the 3% interest was much
higher than what investors would
make on a bank savings account.

McDonald’s said in a statement
that the funds raised in the issue
would provide capital to expand the
brand in China. The company has
more than 1,100 stores in China and
plans to open 150 to 175 over the
next year.

Given the small size of the deal,
it is unlikely to have a significant
impact. The restaurant chain will
likely draw attention, however, for
its interest in the yuan.

Until now, the only companies is-
suing yuan debt were financial ones
that needed to raise money for li-
quidity and to help international
companies, such as McDonald’s, set-
tle foreign-trade transactions.

BY JASON CHOW




