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Bonding with 007: The man
who built an amazing car
collection. Page 29

Editorial
& Opinion

Berlusconi holds his reform
promises hostage to political
bloodsport. Page 11

Russian President Dmitry Medvedev speaks with Irish rock star Bono, right, about their joint
campaign to fight the spread of polio as they walk Tuesday at Bocharov Ruchei residence on the
Black Sea coast. Bono’s band U2 is due to play its first ever concert in Russia this week.

Medvedev in step with Bono

Agence France-Presse/Getty Images

Markets fall
as home sales
tumble in U.S.

Fears that the U.S. recov-
ery may be faltering fueled
market nervousness Tuesday.

The worst U.S. home-sales
figures since 1999, coming in
nearly twice as bad as ex-
pected, initiated a flight to
safety around the world, as
investors swapped equities
for the perceived security of
Swiss francs and gold.

The weak housing data in
the U.S. rattled already-ner-
vous investors, sending shares
in Europe lower, with losses
accelerating into the close of
trading. Holiday-thinned trad-
ing desks opened the day in a
dour frame of mind after
Asian stocks sold off ahead of
the European open.

That tender mood received
a negative jolt when an indus-
try group reported that exist-
ing home sales in the U.S.
plunged 27.2%—nearly double
the decline analysts had antic-
ipated.

That news sent European
shares lower with the Europe
Stoxx 600 index losing 1.7%.
London fell 1.5%, Frankfurt
slid 1.3% and Paris lost 1.8%.

Richard Batty, investment
director at Standard Life In-
vestments, said European
markets have been very sensi-
tive to weakness in U.S. hous-

ing and employment data in
recent months amid uncer-
tainty about the sustainability
of the U.S. recovery.

The U.S. recovery is seen
as particularly crucial in Eu-
rope where the economic re-
bound, especially in Germany,
has been export-led. In addi-
tion to recent sluggish data
out of the U.S., China’s growth
prospects have also become
more uncertain.

Both China and the U.S.
are showing signs of weak-
ness even as major central
banks keep short-term rates
at emergency lows. Moreover,
with much of Europe focused
on fiscal restraint, policy op-
tions to combat a slowing
economy may be limited.

With housing data weak
and the American employ-
ment picture worsening, in-
vestors raced to safer invest-
ments such as German Bunds,
the Swiss franc and gold.
Yields on 10-year Bunds ap-
proached 2.10% and the euro
clipped a fresh low against
the franc. Gold rose about
0.5% to stick solidly above
$1,233 an ounce.

“If people had confidence,
they wouldn’t be pouring
money into Treasury securi-
ties yielding nothing, and pay-

ing more than $1,200 for an
ounce of gold,” said Morris
Mark, president of Mark Asset
Management.

As stocks sold off, con-
cerns about the fiscal health
of economies on the periphery
of the euro zone rose. Credit-
default insurance for Ireland
and Portugal shot higher. In
addition, the Irish stock mar-
ket’s ISEQ index lost nearly
5.8%, and the Greek ASE index
fell 3.4%.

Some of the dark mood
stems from fears about what
next week will bring. The U.S.
will report an ocean of data,
including surveys on the na-
tional manufacturing and ser-
vice sectors, home sales and
the August employment re-
port. “Next week has been
touted as one of the most im-
portant in recent times for
economic data,” said Gavan
Nolan, vice president at
markt-data firm Markit. “But
the last days of August have
given the markets something
to think about.”

� Germany’s growth can’t stop
deficit more than doubling... 4

� U.S. home sales plummet
27% triggering new fears....... 7

� Stock markets slide as
economic worries grow......... 17

India rejects Vedanta’s bauxite mining plan
NEW DELHI—India’s fed-

eral government rejected
Vedanta Resources PLC’s
proposal to mine the Niyam-
giri Hills for bauxite, setting
back the company’s plans to
ramp up aluminum produc-
tion to meet growing demand.

The rejection creates a
double whammy for Vedanta.
The London-based company’s
$8.5 billion–$9.6 billion bid
for a majority stake in oil pro-
ducer Cairn India Ltd. could
be jeopardized as the Oil Min-
istry reviews Vedanta’s pro-
posed deal with the U.K.’s

Cairn Energy PLC.
Tuesday’s rejection could

set off alarm bells among
other global metals compa-
nies, such as Luxembourg-
based ArcelorMittal, South
Korea’s Posco and India’s
Tata Steel Ltd., that await
clearances for steel plants in
eastern India.

Most of India’s mineral
wealth is located in eastern
and central forest areas that
are populated with local
tribes. The passage of the
Forest Rights Act in 2008 has
made acquiring such land for
industrial projects difficult,
requiring the consent of for-

est dwellers.
“The blatant disregard dis-

played by the [Vedanta] proj-
ect proponents with regard to
rights of tribals dependent on
the area for their liveli-
hood…is shocking,” Environ-
ment Minister Jairam Ramesh
said.

While the rejection will hit
Vedanta hard, what could be
even more damaging was the
ministry asking why environ-
mental clearance for the com-
pany’s existing one-million-
tons-a-year aluminum refin-
ery on the foothills of the Ni-
yamgiri Hills shouldn’t be
withdrawn. The ministry also

suspended review of
Vedanta’s plans to increase
the capacity of the refinery, in
eastern India’s Orissa state,
by six times.

“The government of Orissa
is actively considering alloca-
tion of alternate sources of
bauxite to Vedanta’s alumina
refinery from the state of
Orissa,” Vedanta said.

The company said it has
invested $5.4 billion in
Orissa’s aluminum projects,
while its Lanjigarh refinery in
Orissa alone has employed
10,000 workers.

Vedanta said it hasn’t vio-
lated regulations.

Vedanta didn’t say if it
would challenge the Environ-
ment Ministry’s ruling in
court.

Vedanta’s shares closed
7.6% lower in London. Several
analysts said that while the
mine already had been omit-
ted from their pricing models,
the ministry’s formal rejection
raised concerns that Vedanta
may face similar difficulties in
developing other bauxite de-
posits in Orissa.
—Alex MacDonald in London

contributed to this article.

BY PRASENJIT BHATTACHARYA

� Cairn sees promise off
Greenland’s western coast.. 17
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Cashing in
on tech sector’s
acquisitiveness

A decade on from the Internet
bust, should young investment
bankers once again be fighting to
get on the technology beat?

With the sector’s top eight com-
panies sitting on $125 billion of net
cash, deals look set to continue.

And investors won’t necessarily
be burned.

Intel’s shares may have dropped
after the company agreed to pay a
huge price for McAfee, but, in gen-
eral, markets have been surprisingly
supportive of acquisitive firms as
growth has slowed.

Oracle has spent $28 billion on
seven companies since 2005, ac-
cording to Dealogic data on deals
over $500 million whose terms were
disclosed. Its stock is up about 60%
over that period. Hewlett-Packard
has bought six companies for $25
billion and seen its stock rise about
80% since 2005. The Nasdaq Com-
posite index is essentially flat in
that time.

Microsoft, in contrast, has spent
$9 billion on five companies, a far
smaller sum relative to its much
larger market capitalization. Its
shares are off about 10% since 2005.

There are other ways to get cash
off the balance sheet. In their most
recent quarters, the top eight
bought back $13 billion of stock.
Some even pay decent dividends.

Still, with the sector generating
tens of billions of dollars from oper-
ations each year, bank accounts
should keep expanding despite buy-
backs and dividends. So more big
deals are likely in the offing.

The surest path to riches, of
course, isn’t acquisitions but inno-
vation.

The two least acquisitive compa-
nies, Google and Apple, have seen
share gains of 150% and 680%, re-
spectively, since 2005. In their
cases, starting dividends or share
buybacks make sense. Each has
about 20% of its market capitaliza-
tion in cash, yielding next to noth-
ing. Saving, in their case, is no lon-
ger a virtue.

—Rolfe Winkler

The 30-year way to live dangerously
Not all bonds are created equal.
Investors should remember that

as they are tempted to push further
out the Treasury yield curve in
search of higher returns. With two-
year yields squeezed to rock-bottom
levels and 10-year yields looking
anemic, 30-year bonds are moving
into investors’ sights. Thanks to
bond math, this is where the juiciest
returns could lie, but also the most
risk.

The case for 30-year bonds works
like this. The average gap between
the federal-funds target rate and the
30-year yield is about two percent-
age points, according to David
Rosenberg at Gluskin Sheff. So from
current levels at about 3.62%, yields
could fall a long way if inflation con-
tinues to slow and the Federal Re-
serve remains on hold.

Moving to the average gap would
mean returns of about 30%, because
30-year bonds have such a long du-
ration.

Duration isn’t the same as matu-
rity. Instead, based on the timing of
a bond’s interest and principal pay-
ments, it measures the sensitivity of
a bond’s price to a move in yield;
broadly, the longer the duration, the
bigger the price moves.

Take the 30-year bond maturing
in February 2040. When issued in
February this year, it was priced at
about 98.5% of face value, yielded
4.72% and had a duration of 16.1
years, according to Thomson Reuters
data. As a rule of thumb, duration
estimates the percentage move in
price for a one-percentage-point
move in yields.

Sure enough, with the yield on
the bond having fallen to 3.62%
Tuesday, or just over one percentage
point, it is now priced at 118% of face
value.

By contrast, a 10-year bond sold
the same week has seen its yield fall
even more, by 1.2 percentage points,
but its price has risen only to 109%

of face value from just under par.
But the opposite holds true, as

well. If yields rise, then 30-year
bonds will suffer much bigger price
drops than 10-year or two-year
bonds.

So is this potential for big losses

on the 30-year proof of a bond bub-
ble? Not necessarily.

A bond bear market would be dif-
ferent to an stock bear market
thanks precisely to bond math, as
bonds with short durations are pro-
tected against big price drops.

Vanguard points out that the
broad U.S. bond market never has
seen a minus-20% return, the com-
mon definition of a stock bear mar-
ket.

Even in 1994, when Treasurys
were hammered by unexpected rate
increases, total returns on govern-
ment bonds were minus 3.3%, ac-
cording to Bank of America Merrill
Lynch data. But, of course, the 30-
year bond suffered most, returning
minus-12%.

Those who brave the long end of
the curve as rates head lower could
reap big rewards, but they are taking
a risk if the economy turns around
and fear of deflation fades.

—Richard Barley

Yen-pain threshold appears to be a bit higher
When it comes to the strong

yen’s impact on Japanese manufac-
turers, there’s pain and then there’s
pain.

The distinction cuts against the
generalization that Japan’s export-
ers need protection from the cur-
rency markets. In truth, the yen-
pain threshold for these companies
isn’t where investors seem to think
it is.

The yen has surged more than
11% against the dollar since May,
prompting an exodus from Japanese
stocks. Tuesday, as the yen crossed
the 85-yen-per-dollar threshold and
rose to nearly a nine-year high
against the euro, the Nikkei Stock
Average of 225 companies fell to a
15-month low.

Trading like this leaves the im-
pression that Japan’s manufacturers
are in a crisis. In fact, for the overall
industrial sector, full-year operating
profit won’t start to decline—from
levels reported for the year ending
in March—until 80 yen will buy a

dollar, according to the Daiwa Insti-
tute of Research. That’s close to the
yen’s all-time nominal high.

Profits actually won’t be erased,
though, until it takes 67 yen to buy
a dollar. This is, in part, because
processing industries actually bene-
fit as a stronger currency lowers the

cost of imported inputs, like oil and
food. It’s also because 40% of Ja-
pan’s export transactions are settled
in yen. For these, exchange-rate
fluctuations don’t pose a risk to re-
ported profits.

Not everyone has a cushion.
Auto-maker profits will start to fall
if the yen consistently trades at 84
against the dollar. But even here,
some firms are better-positioned
than others.

Nissan Motor, for example, man-
ufactures a higher proportion of
cars inside the U.S. than does Toy-
ota Motor, so it feels less of a
pinch. Nissan is also shipping an en-
try-level car for sale in Japan from
Thailand, allowing it to take advan-
tage of a stronger currency. More-
over, most cars sold in Nissan’s No.
3 market, Europe, are produced
there. In the quarter ended in June,
losses related to the weak euro to-
taled only $13 million, Deutsche
Bank says.

Japan does face some long-term

negatives as companies move to
protect themselves from a more
powerful yen. The outflow of capital
spending and high-paying jobs, as
manufacturers shift more produc-
tion overseas, will be a problem.

Moreover, the strong currency
means Japan is importing deflation,
after already suffering a decade of
price falls.

But the hit to earnings that in-
vestors are so worried about may be
some way off.

—James Simms

Worth the wait
Cash prices for 10-year and 30-year
U.S. Treasurys launched in February,
in dollars

Source: Thomson Reuters
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Despite the broad exodus
from Japanese stocks,
full-year operating profit for
the overall industrial sector
won’t start to decline until
80 yen will buy a dollar.
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Merkel is in Europe’s driving seat

There are
countries that
would love a
budget deficit for
this year as low as
3.5% of GDP.

Britain (11.5%), Spain (9.4%%),
Greece (8.1%) and France (7.8%)
can only dream.

In Germany it’s a reality,
according to official figures
published on Tuesday. Even that
modest figure represents a
doubling of the country’s deficit
for the first half of this year, when
compared to the same period last
year. It rose from €18.7 billion
($23.7 billion) to €42.8 billion.

However, the sharp rise only
serves to illustrate how strong
Germany’s position was when it
went into its worst downturn
since the 1930s. Ahead of the
global financial crisis it had
avoided joining the frenzy of
consumer borrowing and had kept
public spending on a tight leash.
When Chancellor Angela Merkel
opted in 2009 for a significant
post-crisis German stimulus she
did so in the knowledge that her
country could afford it.

So, she advocated stimulus for
those who could afford it,
restraint from countries already
up to their necks in debt and
subsequent austerity all round, or
sensible control of public
spending, to clear the way for
expansion. This was viewed by the
French and U.S. governments as
deeply dangerous. Wasn’t it
tantamount to the rebirth of
“voodoo economics”? With
Germany recording extraordinary
growth figures this month
—equivalent to more than 9% on
an annualized basis—her former
U.S. and European critics could do
with a little of that magic.

Mid-downturn, other leaders
made a good deal of noise about
the need for a stimulus. In 2009
Gordon Brown talked of little else.
Unlike Ms. Merkel, he had left
himself virtually no room to play

with because of previous policies.
Britain had entered the recession
without the advantage of its
government having been prudent
on the public sector spending
front. The idea had taken hold in
Mr. Brown’s mind that the age-old
cycle of “boom and bust” had
ended, and that growth was
unstoppable. When the U.K.
economy did go into reverse it
was also particularly exposed in
the areas that would be hit
hardest: financial services,
property and construction.

In the event, Mr. Brown’s much
talked of stimulus for the U.K. was
a puny affair involving a
temporary cut in VAT and a bit of
industrial pump-priming. When he
said stimulus, he really meant that
already high public spending
continued unabated while tax
revenues declined and borrowing
shot up. To pay for this, British
taxes are about to go up. It is
difficult to see that doing
anything other than adding to the
existing pressure on business and
consumers and thus restricting
growth prospects.

It is worth remembering how
much criticism the Merkel model
faced until the publication of
those recent growth figures. She
clashed repeatedly with President
Nicolas Sarkozy of France and the
then new U.S. administration.
Internationally she was portrayed
as being out on a limb.

Of course, economists warn of
trouble directly ahead. The

German powerhouse relies on
exports, and growth will slow
sharply if the recovery in the
other parts of Europe and the U.S.
falters. If France continues to
struggle, the gap between the two
countries at the heart of the
European project widens. If there
is a global double-dip recession,
the pressure on deeply indebted
countries such as Greece
becomes intense, and with it
renewed pressure on the single
currency. If, if, if…

But Mrs. Merkel is in a strong
position and appears vindicated.
This autumn she will likely
attempt to secure tough checks on
EU budgets as the price for
agreeing to the bailout of Greece.
Only a few months ago, the loss of
crucial elections had weakened
Mrs. Merkel’s domestic position
and she looked to be in trouble.
Now, in European terms, she’s
very much in the driving seat.

New Labour, new history
The flood of books charting the

decline of New Labour continues.
Former Prime Minister Tony Blair
is next up, with his memoirs due
soon for the start of the British
political autumn season. He
announced recently that his entire
publisher’s advance, and any
royalties, will go to a charity for
injured troops.

It remains to be seen how
generous, or otherwise, he will be
in his book towards his successor
Gordon Brown. He has promised

to be frank, but I wonder. Often it
is the memoirs of the supporting
actors rather than those in
history’s leading roles that turn
out to be most illuminating and
fun. Alan Clark’s wickedly
amusing diaries of the Thatcher-
Major era are the perfect example.
Samuel Pepys, an important but
second-rank player, bequeathed
the best surviving account of life
and government in 1660s London.

In that vein, the early glimpses
of the second volume of Chris
Mullin’s diaries suggest they are a
must-read for all those keen to
understand what went wrong for
New Labour under Gordon Brown.
Mr. Mullin was a Labour MP, and
by his own admission a not wildly
successful minister, but he paints
a gossipy picture rich in detail of
a prime minister struggling to
cope and lashing out. An account,
via an unnamed official, of Mr.
Brown’s visit to the Chinese
embassy to sign the condolence
book after an earthquake is
typical.

“While Gordon and his party
were inside, word reached them
that David Cameron was waiting
outside. Whereupon Gordon,
fearing that his limelight was
about to be stolen, went into a
great sulk, strode out of the
embassy, barely acknowledging
Cameron. Once in his car he began
pummeling the headrest in front
of him, causing his protection
officer’s head to ricochet, bleating
about ‘treachery’ and ‘conspiracy’
and demanding to be told: ‘Who
did this to me?’ A hapless official
tried to placate him. Eventually
the official inquired who was in
this conspiracy. To which Gordon,
without batting an eyelid, replied:
‘The Tories, the Chinese and the
Foreign Office.’”

Behind the scenes, his worried
colleagues said that he was less
than ideally suited to the office of
prime minister. But in the main
they did not move against him
before he got the job or after:
Why not? That is the question at
the centre of the story of the
Brown years. I’ll wager those
looking for the final answer in Mr.
Blair’s book will be disappointed.

Angela Merkel tries out an Opel Astra at last year’s Frankfurt Motor Show.
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Advertising

n WPP, the world’s largest mar-
keting company by revenue, re-
ported that net profit for the first
half jumped 39% to £151 million
($234 million) after a spectacular
turnaround in the U.S. and steady
improvement in advertising mar-
kets across the globe. It was the
first time the group has notched
across-the-board revenue growth
since before the recession.

i i i

Autos

n Chrysler Chief Executive Sergio
Marchionne said that the ability
for the U.S. auto maker, now con-
trolled by Italy’s Fiat, to achieve
net profitability for the year may
be “difficult,” quashing any possi-
bility that the company’s bright-
ening outlook may yield strong fi-
nancial results faster than
previously expected.

n Toyota’s Corolla and Matrix ve-
hicles are to be the subject of in-
creased scrutiny by the U.S. gov-
ernment because of a possible
engine defect that can cause them
to stall, the National Highway
Traffic Safety Administration said.

n Scania, the Swedish truck
maker, said it plans to increase
production and will create 500
jobs at its European production
sites as demand from outside the
region rises.

i i i

Aviation

n Aer Lingus reported a narrower
first-half net loss of €18.5 million
($23 million) due to cost and
route cuts, lower fuel prices and
an improving yield environment.
The Irish airline has resisted two
takeover bids from Ryanair.

i i i

Cable

n Kabel Deutschland, Germany’s
biggest cable network provider,
said first-quarter net loss nar-
rowed to €2.1 million ($2.7 mil-
lion) compared with a loss of
€10.5 million a year earlier, as im-
provements in its operating per-
formance began to offset the €1
billion spent on a network up-
grade over the last five years.

i i i

Chemicals

n LyondellBasell Industries, one
of the world’s biggest plastics and
chemical producers, has decided
to end all business operations in
Iran, a move designed to shield it-
self against possible penalties the
U.S. could soon impose on firms
for violating sanctions against the
Islamic Republic.

i i i

Construction

n Persimmon swung to a net
profit of £34.3 million ($53 mil-
lion) in the first half as building
completions jumped, selling prices
climbed and it booked a gain from
the revaluation of its inventory,
allowing the U.K. house builder to
restore its interim dividend.

i i i

Consulting

n PricewaterhouseCoopers
agreed to pay $378 million for Di-
amond Management & Technology
Consultants as big consulting
firms, still suffering from reces-
sionary aftershocks, seek to grow
through acquisitions.

i i i

Drinks

n Foster’s swung to a fiscal-year
net loss of 464.4 million Austra-

lian dollars (US$411 million), as
the company’s wine unit was hit
by a A$1.3 billion charge. Foster’s
is considering demerging its wine
business—which has cost around
A$3.47 billion in write-downs and
goodwill impairments since
2004—from its more lucrative
beer operations.

i i i

Energy

n Korea National Oil Corp. has no
plans to raise its hostile £1.9 bil-
lion ($2.9 billion) offer for Brit-
ain’s Dana Petroleum, a person fa-
miliar with the matter said. KNOC
secured support from investors
holding 49% of Dana’s shares be-
fore launching its 1,800-pence per
share offer and was confident of
courting others.

n Cairn Energy said it had found
natural gas off the western coast
of Greenland, raising anticipation
that it could turn out to be one of
the world’s last significant un-
tapped hydrocarbon provinces.
But investors, who had hoped
Cairn would announce a major oil
discovery, were disappointed.

i i i

Financial services

n AIG said it is committed to sell-
ing its stake in Nan Shan Life In-
surance, its Taiwan life-insurance
unit, to a consortium set up by
China Strategic Holdings and Pri-
mus Financial Holdings. AIG ex-
plicitly said for the first time that
it “has no intention of selling its
stake to any other party.”

n Zurich Insurance, a unit of Zur-
ich Financial Services, has been
fined a record £2.28 million ($3.54
million) by the U.K. Financial Ser-
vices Authority for the loss of cus-
tomers’ personal details in 2008.
There has been no evidence that
the data was misused.

n TPG, the U.S private-equity
firm, said it plans to raise a sec-
ond five-billion-yuan ($735 mil-
lion) fund denominated in Chinese
currency, just one day after the
firm announced it would launch
its initial yuan-denominated fund
in its latest attempt to enter
China’s tightly regulated market.

n Universa Investments, founded
by “The Black Swan” author Nas-
sim Nicholas Taleb, is in talks
with China’s $300 billion sover-
eign-wealth fund, China Invest-
ment Corp., and Middle East gov-
ernment funds about investing in
the investment firm, according to
a person familiar with the matter.

i i i

Food

n Burger King said that fourth-
quarter net profit fell 17% to $49
million, as the fast-food giant’s
sales slid and commodities costs
increased, and the company said
macroeconomic woes will con-
tinue to pressure results.

i i i

Health care

n Medtronic’s first-quarter net
profit jumped 87% to $830 million
from a year earlier, when results
were marred by a $360 million
patent litigation charge. Revenue
slipped 4.1% to $3.77 billion amid
weak defibrillator demand.

i i i

Markets

n Chi-X Europe, the pan-Euro-
pean trading platform, said it has
received an approach from a
third-party that could lead to an
offer being made for the company,
reportedly worth up to $300 mil-
lion. It is speculated that bidders
include trans-Atlantic stock-ex-
change operator Nasdaq OMX or
Germany’s Deutsche Börse.

i i i

Media

n Project Canvas said that televi-
sion channel Five will rejoin the
six-party joint venture that will
bring Internet content and new
video-on-demand services to U.K.
television.

i i i

Metals and mining

n Vedanta Resources was denied
permission by India’s environment
ministry to mine bauxite for its
alumina refinery in eastern India.
The ministry cited violations of
environmental and human rights
laws, and said it is considering le-
gal action against the London-
based mining giant.

n Xstrata has made a 428 million
Australian dollar ($382 million)
bid for West Africa iron ore ex-
plorer Sphere Minerals, signaling
Xstrata’s drive to expand its foot-
print in iron ore.

i i i

Pharmaceuticals

n Genzyme and France’s Sanofi-
Aventis are continuing their dis-
cussions about a takeover of the
U.S. biotechnology company, said
people familiar with the matter,
but the two sides remain at odds
about a “threshold” price at which
Sanofi could begin due diligence
on Genzyme.

n Roche entered into a partner-
ship deal with U.S.-based Aileron
Therapeutics to produce a novel
class of drugs to treat diseases
such as inflammation and meta-
bolic ailments. Aileron may re-
ceive up to $1.1 billion in mile-
stone payments and fees.
n The U.K.’s health-care cost reg-
ulator said again that it wouldn’t
recommend Roche’s Avastin drug
for advanced bowel cancer, de-
spite the Swiss drug maker offer-
ing a fresh price deal. The Na-
tional Institute for Health and
Clinical Excellence still thinks the
drug costs too much compared
with the benefits it would bring.

i i i

Retail

n Barneys New York hired Mark
Lee, the former chief executive of
the Gucci brand, to become its
new CEO, marking the end of a
search that lasted more than two
years. Lee had been in negotia-
tions for the top job at the luxury
retailer previously and Barneys
made the decision after getting
approval from its owner.

i i i

Sports

n Puma has re-signed sprinter
Usain Bolt in a contract that the
German sportswear company said
was the “by far the largest” ever
given to a track and field athlete.

i i i

Technology

n A Fujitsu former president,
Kuniaki Nozoe, filed a lawsuit
against the Japanese technology
company and four of its execu-
tives, seeking about 380 million
yen ($4.5 million) in damages.

BUSINESS WATCH

WSJ.com
To read more about these items,
and for all the latest breaking
news, go to WSJ.com/BusinessIn Tokyo, Kazuo Tanabe, president of Chuo Mitsui Trust, left, and Hitoshi Tsunekage, CEO of Sumitomo Trust & Banking, announced that the two companies will

merge to become Sumitomo Mitsui Trust Holdings, creating Japan’s largest trust bank. The new entity will have assets of about 110 trillion yen ($1.3 trillion).

Bloomberg News

Sumitomo Trust and Chuo Mitsui reach merger agreement
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China traffic jam could last weeks
BEIJING—A 100-kilometer traffic

jam near the Chinese capital that of-
ficials say could last until mid-Sep-
tember has become a symbol of the
dark side of China’s love affair with
the automobile.

Officials say traffic has been
snarled along the outskirts of Bei-
jing and is stretching toward the
border of Inner Mongolia ever since
roadwork on the Beijing-Tibet High-
way started Aug. 13. The following
week, parts of a major road circling
Beijing were closed, further tighten-
ing overburdened roadways.

As the jam on the highway, also
known as National Highway 110,
passed the 10-day mark Tuesday, lo-
cal authorities sent hundreds of po-
lice to keep order and to reroute
cars and trucks carrying essential
supplies, such as food or flamma-
bles, around the main bottleneck.

There, vehicles inched along lit-
tle more than a third of a mile a
day. Zhang Minghai, director of
Zhangjiakou city’s Traffic Manage-
ment Bureau general office, said in
a telephone interview he didn’t ex-
pect the situation to return to nor-
mal until around Sept. 17 when road
construction is scheduled to be fin-
ished and traffic lanes will open up.

Villagers along Highway 110 took
advantage of the jam, selling drivers
packets of instant noodles from
roadside stands and, when traffic
was at a standstill, moving between
trucks and cars to hawk their wares.

Truck drivers, when they weren’t
complaining about the vendors
overcharging for the food, kept busy
playing card games. Their trucks,
for the most part, are basic, blue-
colored vehicles with no features
added to help pamper drivers
through long hauls.

Truck driver Long Jie said his
usual trip from the coal boomtown
of Baotou in Inner Mongolia to Bei-
jing, which normally takes three
days, was now taking him a week or
more. The delay, he said, meant he
would have to raise his rates above
the usual 12,000 yuan, about $1,765,
for a 30-ton truck full of cargo.

Sounding frazzled and tired, Mr.
Long, a driver for Baotou Zengcai
Shipping Co., said in a telephone in-
terview that the traffic got a little
better once he finally made it off
the highway.

Though triggered by construc-

tion, the root cause for the conges-
tion is chronic overcrowding on key
national arteries. Automobile sales
in China whizzed past the U.S. for
the first time last year, as Chinese
bought 13.6 million vehicles, com-
pared with 9.4 million in 2008.
China is racing to build new roads
to ease the congestion, but that very
construction is making traffic prob-
lems worse—at least temporarily.

China’s roads suffer from extra
wear and tear from illegally over-
loaded trucks, especially along key
coal routes. Coal supplies move
from Mongolia through the outskirts
of the capital on their way to facto-
ries. There are few rail lines to han-
dle the extra load. Though the cur-
rent massive gridlock is unusual,
thousands of trucks line up along
the main thoroughfares into Beijing

even on the best days.
Beijing is particularly prone to

traffic jams because it is a bottle-
neck point. Drivers from the north-
west have to navigate its rings of
concentric circular highways to get
to coastal ports or to head south.
The sixth-ring road is the biggest,
and until a new beltway is finished
in the next few years, there is no al-
ternative route around the capital.

Also entering the mix is the
swell of passenger cars into the city
from residents who have had to
move farther from the capital to
find affordable homes.

Other cities around the world
face similar congestion headaches.
The worst are in developing coun-
tries where the sudden rise of a car-
buying middle class outpaces high-
way construction—unlike in the
U.S., which had decades to develop
transportation infrastructure to
keep up with auto buyers.

A recent study by IBM suggested
some of the worst commutes are in
Moscow, where drivers reported
2½-hour delays, on average, when
asked about the worst traffic jam
they faced in three years. Still, Bei-
jing beat out Mexico City, Johannes-
burg, Moscow and New Delhi to take
top spot in the International Busi-
ness Machines Corp. survey of
“commuter pain,” which is based on
a measure of the economic and
emotional toll of commuting.

The mega-jam on the city out-
skirts comes as officials warn that
downtown traffic in Beijing is
steadily worsening. State media on
Tuesday reported that average driv-
ing speeds in the capital could drop
below 15 kilometers an hour if resi-
dents keep buying at current rates
of 2,000 new cars a day.

At that pace, Beijing will have
seven million vehicles by 2015, ac-
cording to the head of the Beijing
Transportation Research Center, and
transportation will slow to what it
was decades ago when China was
known as the Bicycle Kingdom.

Beijing’s roads now have capac-
ity to handle 6.7 million vehi-
cles—and that is assuming current
restrictions stay in place, such as
the one requiring private cars to
keep off the road for one day a
week. Still, Beijing has half the num-
ber of cars of a comparably sized
city, such as Tokyo.

The capital greatly expanded its
bus lines and subway in preparation
for the 2008 Summer Olympics, and
work continues to open even more
stations. But public transport re-
mains crowded and many who can
afford it prefer to drive cars.

Longer term, city planners are
pinning their hopes on expanded
mass transit, adding subway, light
rail and mode dedicated bus lanes.

—Gao Sen and Sue Feng
contributed to this article.

BY SHAI OSTER

A Chinese sanitation worker picks up
trash Tuesday on Day 10 of a huge
traffic jam, top, while a truck driver
stuck for two days washes up. A
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China, South Africa bolster business ties
BEIJING—China and South Africa

signed a raft of commercial deals in
mining, finance, nuclear energy and
other sectors during a visit by South
African President Jacob Zuma, as
Beijing strengthens its commercial
ties with Africa’s largest economy.

The list of more than 10 deals,
the total value of which wasn’t an-
nounced, reflects China’s focus on
expanding its resources and energy
reach in South Africa to fuel contin-
ued growth in China’s booming
economy, which is on pace to sur-
pass Japan’s this year as the second
largest after the U.S. China’s de-
mand for resources has lent great
support to South Africa’s economy
as well as boosting its currency, the
rand, in recent years.

Chinese Vice Commerce Minister
Gao Hucheng said Beijing will en-
courage domestic companies to in-
vest in South Africa’s mining and re-

sources sectors as well as higher
value-added sectors. But senior
South African officials also indi-
cated some discontent with the
trade relationship. They called on
China not to focus exclusively on in-
vesting in raw materials and other
“primary goods,” and to buy more
value-added goods from South Af-
rica to help promote more balanced
trade.

“We want to work together with
China to try to address that so we
have a more equitable balance of
trade, in terms of the composition
of trade as well as in terms of the
actual value,” South African Trade
and Industry Minister Rob Davies
said at a briefing.

Mr. Davies also said South Africa
sees China as something of a model
for its currency policy. China’s de-
fense of its competitive currency as
part of its industrial development is

a “lesson” for South Africa, he said,
adding that the rand is too volatile.
There is a consensus that South Af-
rica needs a more competitive and
stable currency, Mr. Davies said, but
the rand “has appreciated too
much” in the wake of Europe’s debt
crisis this year and the government
isn’t hoping to see a further appre-
ciation.

China is South Africa’s top trad-
ing partner, and South Africa’s econ-
omy—more developed than many
others in the region—has been a fo-
cal point of a broader Chinese push
into the continent aimed at securing
resources and expanding China’s in-
ternational clout. But South Africa
has been frustrated by its sizable
trade deficit with China.

South Africa bought 70.8 billion
rand ($9.58 billion) of Chinese
goods last year, 13% of its total im-
ports, while exporting 48.7 billion

rand worth to China, about 11% of
the total. China is the top overseas
market for South African base met-
als, and the second-biggest destina-
tion for South African copper ex-
ports, after South Korea, at nearly
24%.

Among deals announced Tues-
day, China Metallurgical Group
Corp. said it will construct an iron-
titanium mine in South Africa. The
mine will have annual production of
1.2 million tons of pig iron and
680,000 tons of titanium dioxide, Xu
Yongjie, a vice president of MCC In-
ternational Inc., a China Metallurgi-
cal unit, said on the sidelines of the
China-South Africa Business Forum.

China Metallurgical’s framework
agreement, signed with Kermas
Mining Fund LP, sets the Chinese
company as the main contractor for
building the mine, Mr. Xu said.

Separately, an official at China

National Nuclear Corp. said it is in
talks to build a nuclear-power plant
in South Africa. A deal on that
would mark the latest sign that
China is gearing up to export nu-
clear technology at the same time as
it rapidly expands its domestic reac-
tor fleet. The talks involve the po-
tential transfer of nuclear technol-
ogy to South Africa, although
nothing concrete was expected to be
signed during President Zuma’s
visit, the official said.

China is working to become self-
sufficient in advanced nuclear tech-
nology so that it doesn’t need to
award multibillion-dollar contracts
to foreign companies to build do-
mestic plants in the future. It is also
looking at selling nuclear technol-
ogy overseas in countries such as
Vietnam, Belarus and Argentina.

—Aaron Back, Yajun Zhang,
and Owen Fletcher.
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Europe

n Euro-zone factory orders in
June rose 2.5% from May, and
were up 22.6% from the year ear-
lier period, indicating that the re-
covery in industrial production is
likely to continue in coming
months. Manufacturers of capital
goods—or equipment used to
make other goods—were the chief
beneficiaries.

n Germany’s fastest rate of
growth in 20 years in the second
quarter of 2010 couldn’t stop the
country’s budget deficit from
more than doubling in the first
half to €42.8 billion ($54.2 bil-
lion), or 3.5% of gross domestic
product. Around €900 million of
the deficit was due to the assump-
tion of bad debts from Düsseldorf-
based WestLB.

n German prosecutors said a Ro-
man Catholic priest has been
charged with twice raping a 14-
year-old girl 20 years ago. The 50-
year old man, then a chaplain,
used force to coerce the girl into
having sex with him and also
threatened her with punishment
by God. The priest, who has been
relieved of his duties by the
church, has admitted sexual con-
tacts with the girl.

n In Germany, a baby boy born 16
weeks premature became the
third infant to die after receiving
an intravenous infusion tainted
with bacteria at the University
Clinic in Mainz. The hospital said
the baby was one of 11 young chil-
dren in its pediatric intensive care
unit to be given the routine infu-
sion on Friday. Two other infants
died Saturday.

n In Sweden, a lawyer represent-
ing two Swedish women said
WikiLeaks founder Julian Assange
sexually molested his clients, and
dismissed as “pure nonsense” the
idea that their complaints are part
of a smear campaign against As-
sange. “All this talk about the CIA
or Pentagon being behind this, it
simply has no substance,” Claes
Borgstrom said.

n In the U.K., net mortgage lend-
ing by banks grew at a similar
pace in July from a month earlier,
while nonfinancial firms paid
down debt at the fastest pace
since March, data from the British
Bankers Association showed.

n The U.K.’s health and safety ex-
ecutive said the country’s oil and
gas industry must improve safety
after a rise in the number of leaks
from oil rigs operating in British
waters, adding that it had re-
corded a major increase in the
number of serious injuries on
about 300 offshore installations.
Figures showed there were 85 ma-
jor accidental leaks in the 12
months ended March 31, 2010,
compared to 61 a year earlier.

n U.K. Prime Minister David
Cameron welcomed a fourth child
into his family after his wife gave
birth to a girl. “Both the baby and
Mrs. Cameron are doing very
well,” Downing Street said.

n The British government and
Roman Catholic church colluded
to cover up the suspected involve-
ment of Father James Chesney in
a 1972 bombing in Northern Ire-
land that killed nine people and
injured 30. The report said the po-
lice chose not to pursue the sus-
pect in the attack, which the Irish

Republican Army is thought to
have launched.

n In Italy, early elections look in-
creasingly likely as Prime Minister
Silvio Berlusconi struggles to cope
with factional rivalry inside his
center-right coalition. Parliament
should be dissolved and voters
should head for the polls before
the end of the year, said Northern
League head Umberto Bossi,
whose party holds 59 seats in the
lower legislative chamber and
fared even better in regional elec-
tions this spring.

n A Romanian parliamentary
committee shot down a proposed
increase in the sales tax, raising
new questions about the govern-
ment’s ability to comply with the
conditions of an international
bailout package.

i i i

U.S.

n Existing-home sales plunged a
record 27.2% to an annual rate of
3.83 million in July, their lowest
level in 15 years as inventories
soared, painting a grim picture for
the housing market absent gov-
ernment support in a stubbornly
sluggish economy.

n Michael Bromwich, the Obama
administration’s chief offshore-
drilling regulator, said the govern-
ment could partly lift a morato-
rium on new deep-water oil explo-
ration before its end date of Nov.
30 if oil companies can persuade
the U.S. their operations are safe.

n Republican Senators John Mc-
Cain and Lisa Murkowski were
poised to win bitter primaries in
Arizona and Alaska against tea-
party-backed candidates. There
were also primaries in Florida,
Oklahoma and Vermont. The pri-

mary season sets the stage for a
turbulent fall campaign, with
prospects high for a Republican
surge that could alter the balance
of power in Washington.

n House Republican Leader John
Boehner called on President Ba-
rack Obama to fire his economic
team, saying White House eco-
nomic policies have failed to get
people back to work. Democrats
sought to underscore their ongo-
ing work to help businesses, blam-
ing Republicans for blocking many
of their recent efforts.

n Democrats looked into legisla-
tion to preserve federal support
for embryonic stem cell research,
a day after a federal judge ordered
a halt and resurrected a political
issue ahead of volatile fall elec-
tions. Backers of the research in
the House and Senate said they
were exploring ways to maintain
government support for the con-
troversial research.

i i i

Americas

n In Venezuela, at least six min-
ers were killed in an accident at
an illegal gold mine, and rescue
workers were searching for others
who may remain trapped, an offi-
cial said. Illegal, dangerous gold
mining operations are common in
Venezuela, which has huge re-
serves of the precious metal.

i i i

Asia

n In China, a passenger plane
with more than 90 people aboard
crashed in the northeast of the
country, killing at least 42 people,
state media said, in an accident
that follows years of improved
aviation safety in the country. The
Henan Airlines plane crashed after

a failed landing at the airport in
Yichun city.

n Chinese officials said a 62-mile
traffic jam near Beijing could last
until mid-September. They said
traffic has been snarled along the
outskirts of Beijing and is stretch-
ing toward the border of Inner
Mongolia ever since roadwork on
the Beijing-Tibet Highway started
Aug. 13.

n In Nepal, a small passenger
plane heading to the Mount Ever-
est region crashed in heavy rain
outside Katmandu, killing all 14
people aboard, officials said. The
private Agni Air plane went down
near Shikharpur village, about 50
miles south of the capital.

n The Philippine government
faced increased criticism over its
handling of Monday’s deadly hos-
tage crisis in the first major inter-
national test for new President
Benigno Aquino III. Officials
scrambled to defend their actions
during the 12-hour standoff.

n In Pakistan, floods have swept
through about a fifth of the coun-
try’s total crop area, causing
losses worth $2.8 billion, the Min-
istry of Food and Agriculture said.
The floods have washed away
more than a quarter of the esti-
mated summer rice crop and
shaved off 16% of the estimated
cotton output.

n Afghan and international forces
killed an estimated 40 Taliban
fighters east of the Afghan capital
Kabul as part of operations to
provide security ahead of parlia-
mentary elections next month,
NATO said. Two coalition service-
men, including one American,
were killed in fighting in the vola-
tile south where the insurgency is
most heavily entrenched.

i i i

Middle East

n In Iraq, the number of Ameri-
can soldiers has fallen below
50,000, a milestone accomplished
ahead of the formal end of its
combat mission slated for Aug. 31,
the U.S. military said.

n In Yemen, 80,000 people have
fled the southern city of Loder, af-
ter the central government tight-
ened a siege that has already left
more than 30 dead, according to
the interior ministry.

i i i

Africa

n In Somalia, two Islamic mili-
tants attacked a hotel less than a
mile from the presidential palace,
killing 32 people, including mem-
bers of parliament.

n South Africa and China signed
a raft of commercial deals in min-
ing, finance, nuclear energy and
other sectors during a visit by
South African President Jacob
Zuma, as Beijing strengthens its
commercial ties with Africa’s larg-
est economy.

i i i

Australia

n Tony Windsor, one of three key
independent lawmakers who could
yet hold the balance of power in
determining Australia’s new gov-
ernment, said stability of the next
parliament is top of his wish list
but wouldn’t rule out the option
of an early election.

WORLD WATCH

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

Shirley Sherrod, the U.S. Department of Agriculture official fired amid a racial firestorm last month, and Agriculture Secretary Tom Vilsack appeared together in
Washington after a long meeting in which he offered her a variety of USDA jobs. Sherrod said she wouldn’t return to the government, even after a personal
conversation with President Barack Obama. She said she still is dealing with the misleading video that appeared to indicate racial bias against a white farmer.

Associated Press

In Washington, wrongfully fired staffer declines job at U.S. Agriculture Department
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Budget cuts
to hit poorest
hard in U.K.

LONDON—The budget announced
by the U.K. government in June
failed to live up to its claim to be
“progressive,” and instead much of
the burden of cutting the fiscal defi-
cit will fall on poorer households, a
high-profile British think tank said
Wednesday.

Analysis by the Institute for Fis-
cal Studies showed that low-income
households made up of people of
working age lose the most from
Chancellor of the Exchequer George
Osborne’s cuts, while households of
working age with no children in the
upper half of the income distribu-
tion lose the least.

The findings are likely to aggra-
vate tensions between the Conserva-
tives and their junior coalition part-
ner, the Liberal Democrats, who had
made a key election pledge to create
a fairer tax system.

The research “shows that, once
all of the benefit cuts are consid-
ered, the tax and benefit changes
announced in the emergency budget
are clearly regressive as, on average,
they hit the poorest households
more than those in the upper-mid-
dle of the income distribution in
cash, let alone percentage, terms,”
the think tank said.

The figures show that the poor-
est 10% of U.K. families with chil-
dren will suffer a 5.2% loss in net in-
come due to measures to be
implemented by April 2014—almost
five times the 1.1% loss that the
richest 10% will experience.

Overall, the poorest 10% of Brit-
ons will endure a 4.3% fall in net in-
come as a result of the reforms,
compared with a 0.85% decline for
the richest 10%

The latest measures come in ad-
dition to plans detailed by the previ-
ous Labour government, which
placed the heaviest burden on the
richest households. But the study’s
findings contrast with the govern-
ment’s promise of a “progressive”
budget that would evenly divide the
burden of austerity measures.

“The effects of these decisions
will stay with us for years, if not de-
cades to come,” Mr. Cameron said
shortly after June’s poll, stressing
that the government needed to
“take the whole country” with it.
“We must go about the urgent task
of cutting our deficit in way that is
open and fair,” he said at the time.

The tightening laid out in the
June 22 budget, which detailed a
combined £113 billion ($175 billion)
of spending cuts and tax increases
by 2015, came in response to threats
from ratings agencies to remove the
U.K.’s triple-A credit rating if the
new government didn’t take steps to
put its finances on a sustainable
path. But even so, the measures sur-
prised analysts with their austerity.

The IFS said its research used
data published by the government
since the budget and attempted to
reflect the impact of all the an-
nounced cuts. Analysis in the budget
documentation had indicated that
the changes due to come into force
by 2013 would hit the richest more
than the poorest, it noted.

BY NATASHA BRERETON

Chancellor of the Exchequer George Osborne earlier this month

German deficit surges
despite strong growth

FRANKFURT—Germany’s fastest
rate of growth in 20 years in the
second quarter of 2010 couldn’t stop
the country’s budget deficit from
more than doubling in the first half,
data showed Tuesday.

The Federal Statistics Office,
Destatis, said the general govern-
ment budget deficit for the first six
months of the year rose to €42.8
billion ($54.2 billion), or 3.5% of
gross domestic product.

Those figures include a stark re-
minder of the cost of bailing out
some of the country’s banks after
their disastrous losses during the fi-
nancial crisis: around €900 million
of the deficit was due to the as-
sumption of bad debts from Düssel-
dorf-based WestLB, which are now
on the balance sheet of the state-
owned bank rescue fund, Soffin.

A year earlier, the deficit had
been only €18.7 billion. However, it
is still comfortably below original fi-
nance ministry estimates of a 2010
deficit of around 5% of GDP, due to
the economy having rebounded
faster and further than the govern-
ment had at first expected this year.

Destatis said overall government
revenue fell 1.5% to €526.1 billion,
including a 2.8% drop in tax revenue
to €278 billion. Revenue was also af-
fected by a 29% drop in the profit
transferred from the Deutsche
Bundesbank, to €9.3 billion.

Meanwhile, spending rose 3% to
€568.9 billion, due mainly to in-
creased social spending and labor-
market subsidies as a result of last
year’s recession.

The increase in spending was de-
pressed slightly by the sale of mo-
bile-telephony frequencies, which
are accounted for as “negative
spending.” Without this effect,

spending would have risen by 3.8%.
Separately, Destatis confirmed

its initial estimate of GDP for the
second quarter as having risen 2.2%
from the first quarter and 3.7% from
a year earlier, in seasonally and cal-
endar-adjusted terms. It also af-
firmed its revision of first-quarter
growth of 0.5% on a quarterly basis
and 2% in annual terms.

Breaking down its figures for the
first time, Destatis said the largest
contributions to growth came from
gross investment and net exports,
which both contributed 0.8 percent-
age point. Germany’s key export

sector enjoyed a double benefit of
rising global trade and investment,
which benefited its capital-goods in-
dustries, along with a decline in the
euro’s exchange rate, making those
goods more affordable across the
world.

In addition, and for the first time
in a year, private consumption made
a positive contribution to growth,
adding 0.3 percentage point. Con-
sumption has been the weakest ele-
ment of the recovery since the end
of the recession 15 months ago, due
to rising unemployment and in-
creased precautionary saving by
households.

However, Destatis said Tuesday
that employment was 0.2% higher
than a year earlier in the second

quarter, at 40.3 million. “The Ger-
man economy’s recovery has be-
come much more broad-based,”
Economy Minister Rainer Brüderle
said in a statement.

Together, trade, investment and
private consumption offset a sharp
decline in the contribution to
growth from inventories, which
added only 0.1 percentage point to
GDP after a surge in stockbuilding in
the first quarter. The contribution
from public consumption also weak-
ened to 0.1 percentage point from
0.4 percentage point three months
earlier.

Measured individually, private
consumption rose 0.6% on the quar-
ter, while gross investment grew
4.7%. These two components have
been highlighted by officials and an-
alysts as the best indicator of
whether the recovery is self-sustain-
ing, rather than being dependent on
stimulus measures from the govern-
ment and the European Central
Bank.

Both official and private fore-
casts accept that the pace of growth
is likely to slow in the second half of
the year, partly because of a slow-
down in global demand, but also be-
cause the second quarter’s figure
contained an extraordinary 0.5 per-
centage point contribution from
construction, as companies caught
up for lost time on projects that
were delayed by the harsh winter.

However, Alexander Koch, an an-
alyst with Unicredit in Munich, said
in a research note that he still ex-
pects construction and business in-
vestment to perform well in the sec-
ond half—the first because of
continued support from state infra-
structure spending and the second
because higher capacity utilization
rates in industry are encouraging
more investment.

BY GEOFFREY T. SMITH

Budget impact
Effect of tax and benefit reforms
announced in the June 2010 U.K.
budget by income group. Loss as a
percentage of net income
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Euro zone sees signs
of recovery at factories

LONDON—Factory orders in the
16 countries that share the euro
continued to rise in June, indicating
that the recovery in industrial pro-
duction is likely to continue in com-
ing months.

The European Union’s statistics
agency Eurostat said Tuesday that
new industrial orders rose 2.5%
from May, and were up 22.6% from
June 2009.

Also, Eurostat raised its figures
for May, up from an earlier reported
surge in orders. It now calculates
that orders rose by 4.1% on a
monthly basis and 23.0% on a year-
to-year basis, having previously es-
timated that orders rose by 3.8% on
the month and 22.7% on the year.

The strength of the increase was
a surprise, with economists sur-
veyed by Dow Jones Newswires last
week estimating that orders rose by
1.5% from May.

The surge in orders indicates
that the expansion in euro-zone
manufacturing output is likely to

continue. A survey of purchasing
managers in the sector released
Monday showed output rose in Au-
gust, but at the slowest pace in six
months.

However, the rise in new orders

was more narrowly focused than in
recent months, with manufacturers
of capital goods—or equipment used
to make other goods—being the
chief beneficiaries. And while orders
for capital goods surged by 5.3%
from May, orders for durable con-
sumer goods fell by 1.1% and orders
for nondurable consumer goods fell
by 1.8%.

Excluding orders for heavy trans-
port equipment, which tend to be
bunched and so distort underlying
trends, overall new orders rose by
1.6% from May.

The rise in new orders was
spread across the euro zone, with
German manufacturers reporting an
increase of 3.9%, while French man-
ufacturers reported a rise of 3.1%,
Dutch manufacturers an increase of
8.9% and Greek manufacturers a rise
of 4.3%. However, Irish manufactur-
ers reported a fall of 4.7%.

Across all 27 members of the EU,
new orders rose by 2.4% from May
and 22.5% from June 2009. In the
U.K., orders rose by 2.6% from May
and were up 19.4% from June 2009.

BY PAUL HANNON

Source: Eurostat

Recovery continues
New orders reported by
euro-zone manufacturers rose
again in June. Change from
previous month
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The deficit figures are a stark
reminder of the cost of
bailing out some German
banks after they racked up
disastrous losses during the
financial crisis.
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American postal worker’s Bond
with 007 is his car collection
S INCE the 1960s, every little boy,

at one time or another, has
wanted to be James Bond.

He’s a secret agent “licensed to kill,”
he pursues—and often
catches—dangerous villains and
beautiful women all over the world,
but mostly he has some really cool
gadgets.

Doug Redenius is one-for-three.
The 54-year old has been a postal
worker for more than 30 years and
married to the same woman for al-
most as long. But through luck and
determination this humble, middle-
class Bond enthusiast from Illinois,
who has been a fan of the films and
of Agent 007 since the age of 8, has
managed to amass the largest col-
lection of James Bond cars in the
world. You could call him Q’s archi-
vist.

Unfortunately, for much of the
year, this impressive 33-item collec-
tion is sitting in a barn in a corn-
field here, about 16 kilometers from
St. Ann, Ill., where Mr. Redenius
grew up. But he is hoping to change
that. He has partnered with the city
of Momence, one of many dying
river towns in the Midwest. To-
gether, Mr. Redenius and Momence
are hoping to raise enough money
to build the Museum of Bond Vehi-
cles and Espionage. At the bare min-
imum, they’ll renovate an aban-
doned used-car dealership, hoping
to draw about 20,000 visitors a
year. If they can find a rich benefac-
tor, they’d like to build a $1.5 mil-
lion, 14,000-square-foot exhibit
space, designed by the hip Chicago
architecture firm Gensler.

“Raising nearly $2 million will
not be easy,” said Mr. Redenius.
“But if it does happen, I firmly be-
lieve we can save a small commu-
nity and bring much needed jobs
and tourism to the area.”

Meanwhile, Mr. Redenius’s Ian
Fleming Foundation—which was in-
corporated as a nonprofit organiza-
tion in 1992— and has no formal
connection to the estate of Fleming,
Bond’s novelist creator, or to the
Bond films—leases out the cars to
auto shows and museums. In fact,
nine of the automobiles, including
the famous Lotus submarine car
that Roger Moore drove in “The Spy
Who Loved Me,” are on display at
the National Motor Museum in
England.

Mr. Redenius uses the money
from these paying gigs to acquire
more vehicles and restore them. But
if a charity wants to use the cars to
raise money, he charges them noth-
ing. It takes about an hour’s drive to
south of Chicago, near where the
proposed museum is to be, to see
this impressive collection in late
July, the day before Mr. Redenius
and officials from Momence held a
fund-raising open house. Mr. Rede-
nius has either a vehicle or a prop
from every Bond film except the
first two, “Dr. No” (1962) and “From
Russia With Love” (1963), and the
most recent one, “Quantum of Sol-
ace” (2008). The most impressive
vehicle he has is from one of the
least-popular Bond films, 1969’s “On
Her Majesty’s Secret Service,” star-

ring one-time 007 George Lazenby.
It’s the 1969 Mercury Cougar XR-7
convertible that Bond drives
through the Swiss Alps in pursuit of
arch-villain Ernst Stavro Blofeld
(played by Telly Savalas). The film
also features a steamy back-seat
scene with the beautiful Diana Rigg.
It is the most expensive car in the
collection. Mr Redenius paid about
$75,000 for it. Other items he got
for free; some he bought for as little
as $3,000.

Another standout in the collec-
tion is the customized Ford Mustang
Mach I 429 Cobra Jet from “Dia-
monds Are Forever” (1971). Accord-
ing to Mr. Redenius, many of the
scenes in the film were shot with a
less powerful, 351-horsepower ver-
sion of the Mach I.

When Mr. Redenius found the
429 Cobra Jet, it—like so many of
the Bond vehicles he buys—was
long-abandoned and in disrepair. So
twice a year he hosts a volunteer
work week in which a dozen or so
regulars fly into Illinois and do
some of the restoration work. Not
surprisingly, as word of the collec-
tion has leaked out, Mr. Redenius
has received many offers to come
help. “I must have a volunteer list of
2,000 names,” he said.

But this is not simple backyard
garage work. His regular crew in-
cludes engineers, electricians and
fabricators who are adept at the
highly specialized jobs often re-
quired. The 429 Cobra Jet, in his
own words, is “rusted out and is
generally regarded as a piece of
junk.” For this particular project,
he’s hoping to lure one of the many
car-restoration television shows, to
help defray some of the costs and
get the car back to pristine condi-
tion.

And Mr. Redenius hasn’t limited
himself to just cars and trucks. The
first Bond vehicle he acquired was a
specially built wet submersible used
in 1981’s “For Your Eyes Only.” It
was originally part of the USS In-
trepid Museum in New York. A local
dive club was going to buy it, be-
cause it “had no military signifi-

cance and the Intrepid people really
weren’t interested in it,” he said. He
managed to purchase it and spent
the next year and a half restoring it.

Mr. Redenius has been able to
track down Bond boats through
Glastron, the manufacturer that cus-
tom built many of them. From
“Moonraker” (1979) he has the sleek
black speedboat outfitted with
rocket launchers, mines and a hang
glider. He also has two of the boats
used in the swamp chase scenes in
1973’s “Live and Let Die.” One was

used to make a 34-meter jump over
a levee (then a world record); the
other was the villain’s boat that
ends up in a nearby swimming pool.

Other interesting gadgets include
Blofeld’s Bath-o-Sub from “Dia-
monds Are Forever,” which was
crafted by legendary car builder
George Barris; the Indian Tuk-Tuk
auto rickshaw from “Octopussy”
(1983); and, from “The Spy Who
Loved Me” (1977), the Wetbike Wa-
ter Cycle, one of the world’s first-
ever jet skis. “Once the producers

saw it, they desperately wanted to
include it in the film,” Mr. Redenius
said. Go to the foundation’s web site
(www.ianfleming.org) and you can
see all these and more. There’s also
a list of items Mr. Redenius hasn’t
yet acquired but would like to. Like
his hero, James Bond, he will com-
plete his mission.

—Mr. Yost is a writer in Chicago.

BY MARK YOST
Momence, Ill.

Left: The 1969 Mercury Cougar XR-7
featured in ‘On Her Majesty’s Secret
Service.’ Above: A Parahawk, or flying
snowmobile, from the 1999 film ‘The
World Is Not Enough.’
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ONLINE TODAY: See photos of
Doug Redenius’s collection of
James Bond vehicles at WSJ.com-
Lifestyle.
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“HUBLOT Lunch & Seminar”

A tour of the Hublot Factory and a
conversation with

Jean-Claude Biver, CEO

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

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

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

• 1630 hours (CET) - Depart Hublot SA
Jean-Claude Biver, CEO, Hublot.
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Early elections are looming in Italy
ROME—Early elections in Italy

look increasingly likely as Prime
Minister Silvio Berlusconi struggles
with a worsening split in his center-
right coalition.

Parliament should be dissolved
and a vote called before the end of
the year, said Umberto Bossi, leader
of the Northern League, an ally of
Mr. Berlusconi’s People of Freedom
party. The League holds 59 of the
630 lower-house seats and fared
well in regional elections this
spring, indicating potential strength
in a national vote. “Berlusconi is be-
ing too cautious,” Mr. Bossi told a
rally north of Milan late Monday.

Italy’s summer political drama
would typically be dismissed. But as
the quarrels focus more on substan-
tive policy disagreements and fun-
damental personal rivalries, analysts
say, some change is all but inevita-
ble.

Even a key figure in Mr. Ber-
lusconi’s party says the vote, cur-
rently scheduled for the spring of
2013, may need to be called sooner.
“There’s a 50% chance the legisla-
ture will continue and a 50% chance
we are heading for early elections,”
said Maurizio Gasparri, Senate whip
for Mr. Berlusconi’s People of Free-
dom, Mr. Berlusconi’s party.

While Italy’s political woes don’t
center on economic issues, concerns
about the economy could undermine
the tight fiscal policy that has al-
lowed the country to remain the
only one in Europe’s periphery to
avoid a credit-rating downgrade,
though its public-debt load—at 118%
of gross domestic product—is even
higher than Greece’s.

The political crisis began when
the ruling party censured Gian-
franco Fini in July for public criti-
cism of the prime minister. Mr. Fini,
58, formerly head of the right-wing
National Alliance movement, broke
with the coalition and took 34 depu-
ties with him, leaving Mr. Berlusconi
with only 291 sure supporters in the
630-member Parliament.

The dissent officially stems from
Mr. Fini’s disagreement with Mr.
Berlusconi’s insistence on judicial
reforms that critics say are designed
to protect the prime minister from
corruption charges. It may also re-
flect Mr. Fini’s sense that his pros-
pects of succeeding 73-year-old Mr.
Berlusconi at the helm of Italy’s
conservative moment have grown
dim.

Mr. Berlusconi is being tried in
connection with a corruption case
involving bribes allegedly paid to
U.K. lawyer David Mills. His party is
promoting legislation that would re-
quire trials in Italy’s notoriously
slow justice system to be completed
in a “reasonable” amount of time—a
move that would likely affect thou-
sands of other continuing trials.

Hopes for a diplomatic solution

to the disagreement between
Messrs. Berlusconi and Fini were
doused this week when FareFuturo,
a think tank founded by Mr. Fini,
published an editorial saying “no-
body can convince us that Ber-
lusconismo doesn’t feed on stupid
propaganda, slogans, yes-men,
blackmail and lies,” and that democ-
racy and freedom itself were at risk.

The government didn’t officially
comment on the editiorial. The pub-
lication prompted a slew of propos-
als from Italy’s scattered opposition,
many calling for some form of alli-
ance aimed simply at ousting Mr.

the regions that is his regionalist
party’s main agenda. Mr. Casini’s
UDC, for its part, has claimed that
Finance Minister Giulio Trem-
onti—chief architect of the fiscal
federalism law—is conspiring with
the Northern League to succeed Mr.
Berlusconi as prime minister.

Mr. Tremonti has been widely
credited with keeping control over
the public coffers and steering Italy
clear of the euro-zone sovereign
debt crisis. Any maneuvering to
oust him would shake markets.

—Jennifer Clark in Milan
contributed to this article.

BY CHRISTOPHER EMSDEN
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Under pressure
Italian Prime Minister Silvio Berlusconi has to stay on his toes

� A recent poll shows that confidence in
the prime minister’s government has
dropped to a record low—though
confidence in the opposition is also
declining.

� Another poll shows that older voters
are particularly unhappy with Mr.
Berlusconi’s performance.

� Brokering a deal with a small centrist
party could jeopardize support from
larger ally the Northern League for Mr.
Berlusconi’s People of Freedom party.

� Former ally Gianfranco Fini on Sept. 5

Prime Minister Silvio Berlusconi, shown Friday arriving at his residence at Grazioli palace in Rome, is facing increasing pressure to call elections.

Berlusconi rather than any new gov-
ernment agenda.

Renato Mannheimer, head of the
ISPO polling institute, told a local
website Tuesday that if an election
were called soon, People of Freedom
and the Northern League would win
the lower house and probably the
Senate. Mr. Fini’s group and the
center-left Democratic Party would
both fare badly, he added.

No polls have been conducted
yet this month, but attention has
shifted from the personal rivalry be-
tween Messrs. Berlusconi and Fini
to arguments reflecting Italy’s pe-

will address a party conference, this
time as leader of a breakaway
group of 34 deputies.

� Mr. Berlusconi’s meeting with
Libyan leader Col. Moammar
Gadhafi, which has been scheduled
for Aug. 30, could spark controversy
in Italy.

� A judge recently rejected a
proposed divorce settlement for Mr.
Berlusconi’s wife, Veronica Lario, as
inadequate.

Source: WSJ research

rennial north-south divide. The re-
gions are as different as Germany
and Greece in terms of public bud-
gets and the labor market.

Prominent in that sparring have
been Mr. Bossi and Pierferdinando
Casini, head of the centrist UDC
party. The UDC, currently in opposi-
tion, has 36 lower-house deputies
who could in theory replace Mr.
Fini’s rebels in giving the govern-
ment a parliamentary majority.

For Mr. Bossi, such a deal would
be anathema: The UDC has consis-
tently opposed a program to de-
volve some government powers to

Lawyer presses claims against Assange
A lawyer representing two Swed-

ish women says WikiLeaks founder
Julian Assange sexually molested his
clients, and dismissed as “pure non-
sense” the idea that their complaints
are part of a smear campaign
against Mr. Assange.

“All this talk about the CIA or

Pentagon being behind this, it sim-
ply has no substance,” Claes Borg-
strom of Borgstrom & Bodstrom,
Stockholm, said in a phone inter-
view. He was referring to Twitter
posts and interviews in which Mr.
Assange has denied any wrongdoing
and called the allegations a “dirty
trick” meant to smear him. Mr. As-
sange has suggested the Pentagon
may be involved. A Pentagon spokes-

man called this idea “absurd.”
Mr. Assange’s lawyer, Leif Silber-

sky, said in an interview that his cli-
ent was innocent, and a “victim of
an abuse of law.”

The back-and-forth is the latest
example of the intensifying scrutiny
of Mr. Assange since WikiLeaks last
month released 76,000 classified
U.S. military documents about the
war in Afghanistan.

The focus on Mr. Assange took an
unexpected turn Saturday, when the
Swedish Prosecution Authority said
it was seeking to arrest Mr. Assange
over rape and molestation allega-
tions. Hours later, prosecutors
dropped the arrest warrant and the
rape probe. They say they are still
looking into the molestation allega-
tion.

Mr. Silbersky was highly critical

of how prosecutors have handled the
case. “Both my client and his com-
pany have suffered major damage
from all the attention,” he said.

Mr. Borgstrom said the allega-
tions were made by two Swedish
women, who asked him to represent
them a few days ago. Both met Mr.
Assange for the first time when he
arrived in Sweden recently to give a
lecture, Mr. Borgstrom said.

BY JOHAN ANDERBERG
AND JEANNE WHALEN
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SPORT

It’s rare in sports to hear the
coach of a losing team talk
about a “great defeat,” but
that’s how Tottenham Hotspur’s
Harry Redknapp described last
week’s 3-2 loss to Switzerland’s
BSC Young Boys.

Having seen his team slump
to a three-goal deficit inside 30
minutes of the UEFA
Champions League playoff first
leg, before recovering to lose by
a single goal, it’s tough to
disagree with Mr. Redknapp’s
assessment.

This column correctly
suggested laying the English
side for victory in that game at
4/5 on the betting exchanges,
but forecast that Tottenham
would still qualify. That scenario
should still occur on Wednes-
day thanks to the goals from
Sebastien Bassong and Roman
Pavlyuchenko: Mr. Redknapp’s
team is now 1/4 to win the
game and is 2/7 to qualify.

Tottenham’s squad is mostly
unchanged from last season so
the Spurs lineup will come from
the same group that recorded
six straight half-time/full-time
victories at home to finish the
last campaign. That sequence
was interrupted by a 0-0 draw
with Manchester City on the
opening day of the season, but
the team’s 2-1 victory at Stoke
City on Saturday came in the
same fashion. At 8/11 it’s worth
backing the Tottenham HT/FT
win on Wednesday.

In addition, Tottenham has
taken a first-half lead in seven
of the past nine games at
White Hart Lane and Young
Boys will find it difficult to
breach a defense that conceded
just 12 home Premier League
goals last season—joint fewest
in the competition.

Tip of the Day

2

Source: Infostrada Sports
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Cricket faces testing times
Organizers hope a new championship series will revive interest in the five-day game

With more than 28,500 fans set
to pack Lord’s for the opening day
of the final game in this summer’s
four-match series between England
and Pakistan on Thursday, Test
cricket may appear to be on an up-
swing.

In fact, this has been the sum-
mer of cricket that almost no one
cared about: International venues
across the country have seen ticket
sales slump alarmingly for the five-
day format, mirroring a decline in
attendances throughout the world
over the past couple of decades.

Last week, for the first time
since 1986, the first day of a Test
match at the Brit Insurance Oval in
London failed to sell out, raising
fresh doubts about the future of the
longest version of the game and
leading some fans, officials and for-
mer players to question whether the
ebb and flow of the five-day fixture
is beginning to lose its appeal.

“It’s a very serious situation for
the future of Test cricket,” said
John Stephenson, head of cricket at
the Marylebone Cricket Club, which
owns Lord’s and was formerly the
governing body of world cricket. “It
has been robust in England, but in
other parts of the world it’s very
unpopular to go and watch.”

“Test cricket needs an injection
of something to capture the fans,”
said Shane Warne, the legendary
Australian spin bowler.

Of course, people have been pre-
dicting the decline of Test cricket
for a long time and the game retains
a strong television audience and a
group of dedicated followers.

It is also true that poor crowds
in some parts of the world are noth-
ing new: For Test cricket, atten-
dances in most places outside Eng-
land are negligible, as anybody who

has seen New Zealand play Sri
Lanka in a five-day match would at-
test. But the same story applies in
Pakistan, in South Africa and to
some extent in the cavernous stadi-
ums of the most dominant team of
the past two decades, Australia,
where ticket sales and television
ratings for this year’s series against
West Indies and Pakistan were both
down on the previous year.

Now there is a nagging feeling
that 2010 could be the year when
England follows suit: Empty seats
and vacant corporate hospitality
boxes have been a feature at Test
matches this summer. Neither Trent
Bridge nor Edgbaston was close to
capacity for the opening two games
in the current series against Paki-
stan, while the neutral game be-
tween Pakistan and Australia at
Headingley was one of the worst at-
tended in recent years in England.

With Test attendances on course
to be 100,000 down on recent years,
this summer has now featured three
Test matches that rank among the
top-five lowest attendances since
2005.

In one respect, this may be sim-
ply a testimony to the effects of
overkill: England will play six Tests,
13 One-Day Internationals and two
Twenty20 matches, while the coun-
try also hosted two neutral Tests
between Pakistan and Australia.
That represents a total of 55 days of
international cricket: a figure that
almost all cricket followers agree is
way too much.

Others have attributed falling at-
tendances to high ticket prices, the
preponderance of limited-overs
games, and a one-sided series at the
end of a summer dominated by the
football World Cup. But there is a
growing sense that the problem
goes beyond these factors.

“One does wonder if it is the be-

ginning of something,” said Paul
Sheldon, the chief executive of Sur-
rey. “If the Oval Test is not selling
out, it is time to ask some funda-
mental questions.”

Fear not, however, for help could
soon be at hand: Test cricket is
poised to receive its biggest shake-
up in almost a century.

The International Cricket Coun-
cil, the sport’s governing body, is
considering the introduction of a
world Test cricket championship in
the near future, possibly as soon as
2012, although the agreement of
commercial and broadcasting part-
ners remains unsettled.

The idea, which will be discussed
by chief executives at a meeting of
the ICC’s nine full-member countries
next month, would replace the exist-
ing rankings structure with a bian-
nual playoff involving the world’s
top four teams in what would argu-
ably be the most significant trans-
formation for Test cricket since the
three-way Triangular Tournament
between England, Australia and
South Africa in 1912.

“We need to try to reinvigorate
Test cricket, to repackage it, and to
somehow make it more attractive to
audiences around the world,” said
the MCC’s Mr. Stephenson.

The new tournament would re-
place the present ICC Test Champi-
onship, a notional competition in
which Test-playing nations are
awarded points based on an obscure
mathematical formula and a rolling
three-year basis. The team occupy-
ing top spot is awarded the ICC Test
Championship mace, which is trans-
ferred whenever a country is de-
posed as No.1. But the rankings have
been criticized for taking too long
to reflect changes in the global bal-
ance of power and for being too
opaque. “If the rankings can’t be un-
derstood by the public, the players,

or the administrators, what’s the
use of having rankings?” said Kumar
Sangakkara, the Sri Lanka captain.

The new Test championship pro-
posal would change this, with the
top four countries in the rankings
playing single-match semi-finals and
a final to decide the world champi-
ons. Teams would earn points for
each Test they win and bonuses for
large victories, which would be
charted in a table to calculate the
top two sides in the world after a
determined period.

The expectation is that the Test
championship playoffs would gener-
ate interest in otherwise dull games
or dead-rubber matches as coun-
tries battle to secure a top-four
ranking and a playoff berth. It
should also boost ratings for broad-
casters, improve the competitive-
ness at the top and give Test cricket
an added element of uncertainty.

“A world Test championship
would be easier to market and pack-
age up, I think it will attract people
to come back to Test match cricket
and make it attractive to the broad-
casters,” said Mr. Stephenson.

Some observers remain cautious
about the competition’s ability to
revive interest in the five-day game,
however.

“The biggest problem with Test
cricket is not so much slow over
rates, bland pitches or meaningless
matches, it’s the length of time it
takes to play,” said Stefan Szyman-
ski, an economics professor at Lon-
don’s City University and an advisor
to the Indian cricket board.

“That means Test cricket has
historically been played at an incon-
venient time, when many people are
at work. Unless that changes, I think
the share of revenue coming from
Test cricket is going to decline, be-
cause other forms are more compet-
itive, particularly Twenty20.”

BY JONATHAN CLEGG

England’s captain Andrew Strauss returns to the pavilion after being dismissed on the first day of the Oval Test, a match which failed to sell out.
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Billionaire sets
museum plans
in Los Angeles

LOS ANGELES—Billionaire Eli
Broad said Monday he would invest
at least $300 million to build a new
museum to house his contemporary
art collection, part of an evolving re-
vival of the city’s downtown.

The decision came after three
years of speculation over where Mr.
Broad—one of the city’s most promi-
nent philanthropists along with his
wife, Edythe—would choose to place
the museum.

The museum will house the cou-
ple’s collection of 2,000 works by
artists including Jasper Johns, Jeff
Koons, Jean-Michel Basquiat and
Salvador Dali, which is worth an es-
timated $1.5 billion.

Mr. Broad, 77 years old, made his
fortune in homebuilding and retire-
ment services after founding KB
Home and SunAmerica Inc. and is
known as a tough negotiator, espe-
cially in the art world.

In 2008, he decided against do-
nating his collection outright to the
Los Angeles County Museum of Art’s
new contemporary art facility, after
he financed the $56 million it cost to
build it, saying he would instead
lend artwork.

Before choosing a location, Mr.
Broad courted competing offers
from several cities, including Santa
Monica, Beverly Hills and Los Ange-
les.

He initially looked downtown but
his desired site wasn’t available, so
he focused on the west side of Los
Angeles.

In recent months, however, he re-
focused on downtown because it was
close to other cultural institutions,
such as the Walt Disney Concert Hall
and the Museum of Contemporary
Art, or MOCA, which are next to Mr.
Broad’s site. Close by are other en-
tertainment arenas, such as L.A.
LIVE and the Staples Center sports
complex.

Mr. Broad had requested to lease
a 2.5-acre parcel on Grand Avenue,
owned by the county, for $1 a year.
The low-ball offer set off opposition,
but then last month Mr. Broad re-
lented, agreeing to pay $7.7 million
for a 99-year lease.

“Our heart is on Grand Avenue in
downtown Los Angeles,” Mr. Broad
said in a statement. In an interview
Monday, he added, “I have always
believed that every great city in his-
tory needs a vibrant center. We lose
the ocean breezes not being in Santa
Monica, but I think Grand Avenue is

going to be the civic and cultural
center of a region of 15 million peo-
ple, and we are thrilled to be a part
of it.”

Mr. Broad said he hoped his mu-
seum would help propel the Grand
Avenue Project, an expensive initia-
tive aimed at reviving the area with
stores, hotels and restaurants.

For the past decade, L.A.’s down-
town has been the focus of renewal
efforts by real-estate developers
who have converted old warehouses
and dilapidated office buildings into
lofts, high-end condos and new en-
tertainment spaces in an effort to
attract working professionals with
disposable income.

But the credit crunch has stalled
some of those developments, hitting
local landowners hard.

In addition to paying the lease,
Mr. Broad has agreed to foot the
museum’s construction bill of be-
tween $80 million and $100 million
and to put $200 million into an en-
dowment to cover its annual operat-
ing expenses. He has also commis-
sioned architectural firm Diller
Scofidio + Renfro to design the new
institution, tentatively named the
Broad Collection.

Construction on the 120,000-
square-foot museum and its sur-
rounding site is scheduled to begin
in October and be complete by 2012.

Jeffrey Deitch, who took over as
director of MOCA in June, said that
opening another museum on Grand
Avenue would further increase ex-
citement about the area as a cultural
mecca in a city commonly criticized
for having no real center.

“Between the Broad Museum and
MOCA, one of the greatest concen-
trations of contemporary art in
America will now exist on Grand Av-
enue,” said Mr. Deitch, a veteran art
dealer who moved from New York to
Los Angeles earlier this year to take
over the helm of MOCA, which has
struggled financially in recent years.
“In the two months I’ve been in Los
Angeles, I am more and more enthu-
siastic about downtown—the young
creative community is now centered
on the east side, in neighborhoods
that surround downtown.”

Mr. Deitch compared the collec-
tion of cultural institutions now
gathering on Grand Avenue to simi-
lar sites in Dallas and New York.

“In Manhattan, you have museum
mile, with the Guggenheim, the Neue
Galerie, and the Met all a few blocks
from one another,” he said. “In L.A.,
we now have Grand Avenue.”

BY LAUREN A.E. SCHUKER

Billionaire Eli Broad, in New York in June 2008, is known as a tough negotiator, especially in the art world.

U.S. NEWS

Getty Images

The planned museum is expected to house this 1967 Jasper Johns collage.

The Eli and Edythe L. Broad Collection
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C-SUITE: HEALTH

Healthy or trendy? The gluten-free diet
Gluten-free foods are everywhere

these days—but they’re much more
than just a health craze.

The bevy of new products, from
gluten-free pasta to pizza and beer,
are a boon to people with celiac dis-
ease, wheat allergies or gluten sen-
sitivity who are on very restrictive
diets. That group has grown dra-
matically in recent decades, for rea-
sons not understood.

Are they beneficial to everyone
else? Probably not.

The notion that a gluten-free
diet can help people lose weight or

avoid carbohydrates
is a myth. “Many
packaged gluten-
free products are

even higher in carbs, sugar, fat and
calories than their regular counter-
parts, and they tend to be lower in
fiber, vitamins and iron,” says Shel-
ley Case, a registered dietician on
the medical advisory board of the
Celiac Disease Foundation. “Gluten-
free does not mean nutritious,” she
notes.

Gluten, a protein in wheat, bar-
ley and rye, is not only a key ingre-
dient in baked goods. It’s also used
as a thickening agent in ketchup and
ice cream. It helps ferment vinegar
and alcoholic beverages. It’s even in
lip gloss and envelope adhesives.

For people with celiac disease,
ingesting even tiny amounts of glu-
ten can set off an autoimmune reac-
tion that flattens the finger-like villi
lining the small intestine. The most
common symptoms are bloating,
gas, diarrhea and constipation, as
well as early osteoporosis. The au-
toimmune reaction can also cause
skin rashes, chronic fatigue, bone
and joint pain, neurological prob-
lems, liver problems, diabetes, infer-
tility in both men and women and
cancers, including lymphoma. Close
to 1% of people in Western countries
have celiac disease—and the vast
majority don’t know it because it
can have no symptoms or mimic
other diseases.

Separately, a smaller group of
people have a specific allergy to
wheat; exposure can lead to rashes,
asthma and even anaphylactic
shock.

A third category of people ap-
pear to be sensitive to gluten with-
out having full-blown celiac disease.
For them, symptoms may be less
typical, involving depression, mental
fogginess, mood swings and behav-
ior changes. Much less is known
about this group.

“It’s only in the last couple of
years that we have realized there
truly is a third condition that in-
volves the immune system, but in a
different way than a typical allergy
or autoimmune reaction,” says Ales-
sio Fasano, a celiac expert at the
University of Maryland School of
Medicine.

Exactly how gluten sensitivity
might cause psychiatric and behav-
ioral changes isn’t well understood.
One theory is that some people have
unusually permeable intestines—a
so-called “leaky gut”—which allows
gluten fragments and immune cells
to escape into the bloodstream and
trigger inflammation in the brain.
Dr. Fasano and his colleagues have
also identified a protein called zonu-
lin that makes intestines unusually
permeable. In people with celiac dis-
ease, gluten itself stimulates the re-
lease of zonulin.

Until now, gluten sensitivity was
diagnosed mainly by ruling out ce-
liac disease and wheat allergy in

people with symptoms. But re-
searchers are evaluating antibodies
to gliadin, a gluten component, as a
possible biomarker. About 7% of the
population has these anti-gliadin
antibodies (AGA); intriguingly, so do
18% of people with autism, and 20%
of people with schizophrenia, ac-
cording to Dr. Fasano’s studies.

Few gluten studies
That may explain why some par-

ents of autistic children say they
have seen dramatic improvements
when their children avoid both glu-
ten and casein, a protein found in
dairy products.

To date, randomized controlled
trials testing such diets have been
small, and the results have been
mixed, but more research is under

way. “Some of this may be a placebo
effect. But we are starting to see
pieces of the puzzle that make a lit-
tle more sense,” says Dr. Fasano,
who advises parents to have chil-
dren tested for AGA before embark-
ing on such a restrictive diet.

Indeed, experts urge anyone who
has gastrointestinal problems, fa-
tigue, diabetes, unexplained infertil-
ity or a family history of celiac dis-
ease to be tested first before
attempting a gluten-free diet, since
eliminating gluten in advance will
affect the test results.

Blood tests for celiac disease
check for AGA and several other an-
tibodies given off when the intestine
has an immune reaction to gluten.

More sophisticated tests check
for one of two genetic mark-

ers—HLA DQ2 and DQ8—common to
most people with celiac disease.
Since about 30% of the population
has those markers, the most defini-
tive test is a biopsy of the small in-
testine, which looks for tell-tale
damage to the villi. But the damage
can be patchy, and early cases are
often missed.

Environmental links?
The increase can’t be explained

by greater awareness alone. In a
novel study, researchers at the Mayo
Clinic tested blood samples taken
from 9,133 young Air Force recruits
in the 1950s and found that about 1
in 700 had undiagnosed celiac dis-
ease at that time. Tests on subjects
exactly the same age now found that
the rate was nearly five times as

high today.
“Human genes haven’t changed

that much, so there has to be some-
thing pervasive in the environment
that is making this disease more
common,” says Joseph Murray, a
Mayo gastroenterologist who led the
study, published in the journal Gas-
troenterology last year. It may be
that people are more susceptible be-
cause we are eating much more
wheat today—or that wheat is being
processed or cultivated differently.
Autoimmune diseases in general are
also on the rise.

Celiac was also once thought to
only begin in childhood. But re-
searchers now know that it can start
at any time, most likely when some-
one with a genetic predisposition
encounters an infection or some
other triggering event.

“I’ve diagnosed people with ce-
liac disease in their 40s, 50s and
60s,” says Brian Landzberg, a gas-
troenterologist at New York Presby-
terian Hospital/Weill Cornell Medi-
cal Center in New York.

Eating a strict gluten-free diet
can reverse many of the symptoms
of celiac disease and gluten sensitiv-
ity. Intestinal villi regenerate every
few days. Neurological improve-
ments and autoimmune changes can
take longer. After four years on a
gluten-free diet, the increased risk
of cancer and other complications
that come with celiac reverts to nor-
mal.

But that can require great vigi-
lance. “Done correctly, a gluten-free
diet is a major, life-alerting change,”
says Dr. Landzberg. “It doesn’t just
mean avoiding bread and pasta. It’s
reading every label, and every time
you go to a restaurant, giving the
waiter the third-degree as to what
might have been thickened with
flour.”

Unreliable labels
Even then, it can be difficult to

know where gluten is lurking. Lip
gloss and envelopes aren’t required
to be labeled.

The Food and Drug Administra-
tion has yet to issue final rules for
what constitutes “gluten-free” so
manufacturers can interpret it very
differently.

Eating a gluten-free diet isn’t
necessarily harmful for people who
don’t need it—but it can lead to vi-
tamin, iron and fiber deficiencies if
they don’t eat a balanced diet.

Fruits, vegetables and meat are
naturally gluten-free, so experts ad-
vise loading up on those rather than
relying on packaged products.

Also, for dieters, going back to
gluten after avoiding it can lead to
stomach cramps, bloating, diarrhea
and other symptoms, at least tem-
porarily.

BY MELINDA BECK

A wide selection of gluten-free products is now available—and not just in health-food stores. Eating a gluten-free diet can
reverse many of the symptoms of celiac disease, wheat allergies and gluten sensitivities.
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SYMPTOMS

Reacting to gluten
Close to 1% of people in Western countries have celiac disease—and many
don’t know it because it can also have no symptoms or mimic other diseases.
Others have wheat allergies or gluten sensitivities that also require a
restricted diet.

Healthy villi
absorb
nutrients.

For those with
celiac disease,
even tiny
amounts of
gluten can
flatten the
finger-like villi
lining the small
intestine.

Abdominal pain
Diarrhea
Bloating

Gas
Constipation
Irritable-bowel syndrome

Source: WSJ reporting
Graphic by Alberto Cervantes/The Wall Street Journal

Small
Intestine

Intestine

Gluten

Villi

Gluten

GASTROINTESTINAL:

Early osteoporosis
Anemia
Bone and joint pain
Chronic fatigue
Dental problems
Peripheral neuropathy
Seizures

Elevated liver enzymes
Easy bruising of skin
Migraine headaches
Unexplained infertility
Diabetes
Depression
Behavioral problems

NON-GASTROINTESTINAL:

ON THE CHART

4.9%
of workers in the European
Union list headaches or

strained eyes as their most
serious work-related

health problem.

Source: Eurostat
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U.S. home sales plummet
U.S. home sales plummeted in

July as potential buyers stayed on
the sidelines, spurring fears of re-
newed weakness in housing prices
and the broader economy.

Sales of previously owned homes
fell 27.2% to a seasonally adjusted
annual rate of 3.83 million, the Na-
tional Association of Realtors said
Tuesday, the lowest level since the
industry group started its tally in
1999.

The expiration of a home-buyer
tax credit in the spring was ex-
pected to damp buying, though less
severely. The sales drop—together
with a corresponding rise in the in-
ventory of unsold homes—also
means another leg down in housing
prices is on the horizon, say econo-
mists. House prices had stabilized
last year after declining since 2006.

High unemployment and meager
wage growth already are making
many Americans reluctant to com-
mit to major purchases, so a return
of falling home equity could further
depress confidence and consumer
spending.

“At this point in the recovery, ev-
ery little bit counts,” said economist
Paul Dales of Capital Economics. “A
double dip in the housing market
and house prices would not be
enough to generate another reces-
sion. It would certainly help to hold
back the recovery.” He expects home

prices to fall to fall another 5% after
the 30% decline during the reces-
sion.

The data sent stocks tumbling
early in the day, briefly pushing the
Dow Jones Industrial Average below
10,000 for the first time since early
July. Investors rushed into safer as-
sets as they reassessed the eco-
nomic outlook. A rally in the Trea-
sury market pushed the yield on the
10-year note down to 2.50%, while
oil prices and other key commodi-
ties such as copper fell on expecta-
tions for weaker demand.

The renewed worry about hous-
ing comes as economists downgrade
their forecasts for the economy this
year and early next year. Tradition-
ally, the housing sector, along with
purchases of durable goods such as
furniture, would help pull the econ-
omy out of a recession as lower in-
terest rates spur higher demand.
But this time, potential home buyers
either don’t have the jobs or savings
to jump in or are wary of another
housing-market decline. “Consumers
and housing are in no position to
lead us out,” said Nigel Gault, chief
U.S. economist at IHS Global Insight.
“We’ve gone through the inventory-
cycle boost. The stimulus boost is
fading. We’re falling back on what-
ever underlying strength there is in
the private sector, in exports and
business-equipment spending, and
there’s not a lot.”

A sharp drop in mortgage rates
in recent months appears to be do-

ing little to stimulate demand. The
average rate on a 30-year fixed-rate
mortgage has fallen to less than
4.5%, plumbing new records, but de-
mand for new loans is weak. Many
borrowers face challenges qualifying
for loans because they have lost
their jobs or aren’t making as much
money. Some are simply growing
more cautious.

Analysts say the big risk to the
market is that consumers lose any
urgency to buy homes because of
new concerns that prices are poised
to fall. While tax credits to spur
home sales helped stabilize housing
markets across the country over
much of the past year, the expira-
tion of that stimulus in April has re-
vealed lingering problems that have
restrained housing.

Buyers who signed contracts by
April 30 have until the end of next
month to close on those sales and
receive credits worth as much as
$8,000. Sales of homes priced be-
tween $100,000 and $250,000,
which would have received the big-
gest benefit from the tax credit,
were off 35% in July from a year
ago.

The number of unsold homes on
the market grew by 2.5% to nearly
four million in July. At the current
sales pace, it would take 12.5
months to clear that inventory.

The median sale price increased
0.7% from one year ago to $182,600
in July, but that was down 0.2%
from June.

BY SUDEEP REDDY
AND NICK TIMIRAOS

Sales of existing homes, like this one in Miami, were off 27.2% in July after the expiration of a government tax credit.

GOP leader urges ax for economy team

WASHINGTON—House Minority
Leader John Boehner Tuesday called
on President Barack Obama to fire
his economic team, the latest move
by the Ohio Republican to take a
leading role in his party’s midterm
election campaign.

Mr. Boehner would be in line to
take over as House Speaker should
Republicans capture 39 or more
seats held by Democrats. In recent
weeks, Mr. Boehner has been step-
ping up attacks on the Obama ad-
ministration and promising that Re-
publicans will soon roll out a more

detailed governing agenda.
On Tuesday, Mr. Boehner sharp-

ened his attacks on the administra-
tion’s economic policy by calling on
Mr. Obama to seek the resignations
of Treasury Secretary Timothy
Geithner, National Economic Council
Director Lawrence Summers and
other economic advisers.

“We do not have the luxury of
waiting months for the president to
pick scapegoats for his failing stim-
ulus policies,” Mr. Boehner said in a
speech before the City Club of
Cleveland. “We’ve tried 19 months
of government-as-community-orga-
nizer. It hasn’t worked.”

With Mr. Obama on vacation on

Martha’s Vineyard, Vice President
Joe Biden led the Democrats’ coun-
terattack, saying that Republicans
wanted to return to the policies of
former President George W. Bush
that Mr. Biden blamed for recent
economic upheaval.

“Mr. Boehner is nostalgic for
those good old days, but the Ameri-
can people are not,” Mr. Biden said.

Democratic campaign groups
have begun targeting Mr. Boehner,
saying he is too close to big busi-
ness and Wall Street.

A Boehner spokesman said Dem-
ocrats “are desperate because they
can’t defend their job-killing re-
cord.”

BY JOHN D. MCKINNON
AND SHAYNDI RAICE

Top Republican John Boehner is leading the charge in his party’s campaign.
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Cell-research ruling
puts labs in limbo

Experiments using human em-
bryonic stem cells are in a state of
limbo across the country, following
a judge’s injunction on Monday to
block any such research funded by
the federal government.

The University of Wisconsin,
home to 21 such projects, doesn’t
plan to start any new federally
funded experiments for
now—though it won’t throw out ex-
isting ones until it becomes clear
that it is legally required to do so.

George Daley, a stem-cell scien-
tist at Children’s Hospital Boston, is
being more cautious. He has asked
his researchers involved in human-
embryo work to immediately stop
using any laboratory equipment ac-
quired with federal money.

“In my own lab we’ve been using
some of the newly created stem
lines” as well as lab gear purchased
with federal funds, said Arnold
Kriegstein, who heads stem-cell re-
search at the University of Califor-
nia, San Francisco. “I would hate to
think that’s all at risk now.”

It isn’t clear how much the fed-
eral government spends annually on
human-embryo-related experiments.
The U.S. National Institutes of
Health, which funds stem-cell re-
search, didn’t immediately respond
to questions.

Stem cells have long been con-
troversial. Those derived from em-
bryos can develop into any type of
tissue and are considered especially
promising for research into an array
of ailments, from spinal injuries and
diabetes to Parkinson’s disease.

Opponents maintain that such
research, which leads to the de-
struction of the embryo, is tanta-
mount to taking a life.

Embryo research in the U.S. got
a boost in March 2009 when Presi-
dent Barack Obama expanded fed-
eral funding for such projects,
prompting the NIH to begin funding
research on a bigger scale. It also
emboldened some of the big phar-
maceutical companies, who had long
been wary of the ethical issues sur-
rounding such research, to start
testing drugs on tissues derived
from human embryos.

Now the field has entered a wait-
and-see mode. On Monday, a U.S.
judge blocked the federal govern-
ment from funding research involv-
ing human embryonic stem cells. If
the ruling stands, U.S. labs could be
forced to disband existing federally
funded experiments and not provide
money for new ones.

“It will put us at a huge competi-
tive disadvantage to other coun-
tries,” said Tim Kamp, director of
the University of Wisconsin Stem
Cell and Regenerative Medicine Cen-
ter.

The University of Wisconsin has
34 approved projects involving hu-
man-embryonic cells, of which 21
are funded by the government, sup-
porting the work of 18 scientists in
disciplines from cardiology to chem-
istry. Total federal funding for hu-
man-embryo research at the univer-
sity is about $5 million annually.

Dr. Kamp is a cardiologist trying
to understand heart function by
studying the electrical properties in
heart cells. Since it can be hard to
obtain human cardiac cells, he’s de-
riving cells from embryos, a project
funded by the NIH. But the future of
his experiment is uncertain.

“Most people are hesitating to go
into their incubators and dump out
their cell cultures, which may be the
result of years of work,” said Dr.
Kamp.

The judge’s ruling could also
have a knock-on effect on a more re-
cent development in stem-cell sci-
ence. Researchers have discovered
that it’s possible to turn mature
cells—from skin, for example—into
an embryo-like state. Because these
reprogrammed cells aren’t created
by embryo destruction, they are
seen as a non-controversial source
of fresh tissue.

In recent years, dozens of labs
across the country have begun to
work on re-programmed cells. How-
ever, many scientists use human-
embryonic cells as a “control”—a
way to judge whether repro-
grammed cells have the same bio-
logical properties as naturally oc-
curring versions. The judge’s ruling
could affect such experiments, too.

Despite the advent of repro-
grammed cells, embryo-derived cells
remain the “gold standard” for ex-
periments, researchers say. Dr. Da-
ley and his colleagues recently com-
pared the behavior of cells taken
from embryos afflicted with a dis-
ease called Fragile-X with embryo-
like cells reprogrammed from the
skin of patients with the disease.

Fragile-X is the most common
form of inherited mental retardation
and is caused by a mutation in a
single gene. Dr. Daley found the
gene is active in true embryonic
cells but not in embryo-like cells.
“So if you wanted to study Fragile-
X, you have to study the embryonic
stem cells,” not the ones derived
from reprogramming, says Dr. Daley.

BY GAUTAM NAIK

Getty Images
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Commodities Prices of futures contracts with the most open interest
EXCHANGE LEGEND: CBOT: Chicago Board of Trade; CME: Chicago Mercantile Exchange; ICE-US: ICE Futures U.S.MDEX: Bursa Malaysia
Derivatives Berhad; LIFFE: London International Financial Futures Exchange; COMEX: Commodity Exchange; LME: London Metals Exchange;
NYMEX: New York Mercantile Exchange;ICE-EU: ICE Futures Europe

ONE-DAY CHANGE Contract Contract
Commodity Exchange Last price Net Percentage high low

Corn (cents/bu.) CBOT 420.50 -12.25 -2.83% 705.00 343.25
Soybeans (cents/bu.) CBOT 999.00 -6.50 -0.65 1,555.00 809.75
Wheat (cents/bu.) CBOT 707.75 -17.75 -2.45 1,038.25 472.75
Live cattle (cents/lb.) CME 99.450 -0.300 -0.30 100.075 86.700
Cocoa ($/ton) ICE-US 2,812 -22 -0.78 3,497 2,280
Coffee (cents/lb.) ICE-US 168.45 -14.80 -8.08 188.65 123.95
Sugar (cents/lb.) ICE-US 20.16 0.09 0.45% 22.78 11.79
Cotton (cents/lb.) ICE-US 85.22 1.13 1.34 100.50 53.87
Crude palm oil (ringgit/ton) MDEX 2,510.00 -50 -1.95 2,730 1,797
Cocoa (pounds/ton) LIFFE 2,093 3 0.14 2,470 1,579
Robusta coffee ($/ton) LIFFE 1,640 -137 -7.71 1,843 1,311

Copper (cents/lb.) COMEX 326.20 -5.05 -1.52 366.90 189.50
Gold ($/troy oz.) COMEX 1233.40 4.90 0.40 1,270.60 675.00
Silver (cents/troy oz.) COMEX 1842.80 38.60 2.14 2,205.50 895.50
Aluminum ($/ton) LME 2,031.00 -23.00 -1.12 2,481.50 1,791.00
Tin ($/ton) LME 20,445.00 -155.00 -0.75 21,575.00 13,725.00
Copper ($/ton) LME 7,195.00 -50.00 -0.69 7,970.00 5,885.00
Lead ($/ton) LME 2,019.00 -31.00 -1.51 2,615.00 1,580.00
Zinc ($/ton) LME 2,000.00 -40.50 -1.98 2,659.00 1,617.00
Nickel ($/ton) LME 20,750 -550 -2.58 27,590 15,910

Crude oil ($/bbl.) NYMEX 71.63 -1.47 -2.01 116.50 55.77
Heating oil ($/gal.) NYMEX 1.9537 -0.0228 -1.15 3.4165 1.5000
RBOB gasoline ($/gal.) NYMEX 1.8093 -0.0297 -1.62 2.3285 1.5200
Natural gas ($/mmBtu) NYMEX 4.059 -0.025 -0.61 10.800 4.043
Brent crude ($/bbl.) ICE-EU 72.38 -1.24 -1.68 92.46 70.41
Gas oil ($/ton) ICE-EU 621.00 -8.75 -1.39 768.00 605.00

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

Currencies London close on Aug. 24
Per In

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

Argentina peso-a 4.9993 0.2000 3.9413 0.2537
Brazil real 2.2426 0.4459 1.7680 0.5656
Canada dollar 1.3421 0.7451 1.0581 0.9451

1-mo. forward 1.3427 0.7448 1.0585 0.9447
3-mos. forward 1.3441 0.7440 1.0597 0.9437
6-mos. forward 1.3468 0.7425 1.0617 0.9418

Chile peso 642.53 0.001556 506.55 0.001974
Colombia peso 2304.58 0.0004339 1816.85 0.0005504
Ecuador US dollar-f 1.2685 0.7884 1 1
Mexico peso-a 16.4249 0.0609 12.9488 0.0772
Peru sol 3.5510 0.2816 2.7995 0.3572
Uruguay peso-e 26.447 0.0378 20.850 0.0480
U.S. dollar 1.2685 0.7884 1 1
Venezuela bolivar 5.45 0.183569 4.29 0.232848

ASIA-PACIFIC
Australia dollar 1.4325 0.6981 1.1294 0.8855
China yuan 8.6215 0.1160 6.7969 0.1471
Hong Kong dollar 9.8638 0.1014 7.7763 0.1286
India rupee 59.4966 0.0168 46.9050 0.0213
Indonesia rupiah 11388 0.0000878 8978 0.0001114
Japan yen 106.56 0.009385 84.01 0.011904

1-mo. forward 106.52 0.009388 83.98 0.011908
3-mos. forward 106.44 0.009395 83.92 0.011917
6-mos. forward 106.31 0.009406 83.81 0.011931

Malaysia ringgit-c 3.9857 0.2509 3.1422 0.3183
New Zealand dollar 1.7978 0.5562 1.4173 0.7056
Pakistan rupee 108.643 0.0092 85.650 0.0117
Philippines peso 57.676 0.0173 45.470 0.0220
Singapore dollar 1.7254 0.5796 1.3603 0.7352
South Korea won 1512.71 0.0006611 1192.57 0.0008385
Taiwan dollar 40.609 0.02462 32.015 0.03124
Thailand baht 39.988 0.02501 31.525 0.03172

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

Euro zone euro 1 1 0.7884 1.2685
1-mo. forward 1.0001 0.9999 0.7884 1.2684
3-mos. forward 1.0002 0.9998 0.7885 1.2682
6-mos. forward 1.0006 0.9994 0.7888 1.2677

Czech Rep. koruna-b 24.892 0.0402 19.624 0.0510
Denmark krone 7.4485 0.1343 5.8721 0.1703
Hungary forint 284.53 0.003515 224.31 0.004458
Norway krone 7.9854 0.1252 6.2954 0.1588
Poland zloty 4.0119 0.2493 3.1629 0.3162
Russia ruble-d 39.078 0.02559 30.808 0.03246
Sweden krona 9.4654 0.1056 7.4622 0.1340
Switzerland franc 1.3089 0.7640 1.0319 0.9691

1-mo. forward 1.3084 0.7643 1.0315 0.9695
3-mos. forward 1.3074 0.7649 1.0307 0.9702
6-mos. forward 1.3057 0.7659 1.0294 0.9715

Turkey lira 1.9409 0.5152 1.5301 0.6536
U.K. pound 0.8208 1.2183 0.6471 1.5453

1-mo. forward 0.8210 1.2180 0.6472 1.5450
3-mos. forward 0.8213 1.2176 0.6475 1.5445
6-mos. forward 0.8218 1.2169 0.6478 1.5436

MIDDLE EAST/AFRICA
Bahrain dinar 0.4782 2.0912 0.3770 2.6526
Egypt pound-a 7.2353 0.1382 5.7041 0.1753
Israel shekel 4.8429 0.2065 3.8180 0.2619
Jordan dinar 0.8993 1.1119 0.7090 1.4104
Kuwait dinar 0.3661 2.7312 0.2887 3.4643
Lebanon pound 1912.19 0.0005230 1507.50 0.0006634
Saudi Arabia riyal 4.7570 0.2102 3.7503 0.2666
South Africa rand 9.3461 0.1070 7.3682 0.1357
United Arab dirham 4.6586 0.2147 3.6727 0.2723

SDR -f 0.8421 1.1875 0.6639 1.5063

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 600 249.45 -4.31 -1.70% -1.5% 4.9%

14 Stoxx Europe 50 2434.11 -41.58 -1.68 -5.6 0.8

27 Euro Zone Euro Stoxx 250.20 -4.17 -1.64 -8.9 -3.7

14 Euro Stoxx 50 2614.54 -46.30 -1.74 -11.9 -6.7

15 Austria ATX 2413.66 -40.39 -1.65 -3.3 -5.5

8 Belgium Bel-20 2435.96 -33.12 -1.34 -3.0 0.9

12 Czech Republic PX 1152.3 -27.8 -2.36 3.1 -3.6

20 Denmark OMX Copenhagen 364.61 -7.55 -2.03 15.5 15.2

15 Finland OMX Helsinki 6495.58 -117.13 -1.77 0.6 6.0

12 France CAC-40 3491.11 -62.12 -1.75 -11.3 -5.1

12 Germany DAX 5935.44 -75.47 -1.26 -0.4 6.8

... Hungary BUX 21597.95 -319.52 -1.46 1.7 8.6

17 Ireland ISEQ 2620.12 -160.75 -5.78 -11.9 -14.1

15 Italy FTSE MIB 19694.88 -315.46 -1.58 -15.3 -12.4

15 Netherlands AEX 313.39 -5.15 -1.62 -6.5 4.5

8 Norway All-Shares 391.58 -10.06 -2.50 -6.8 7.2

17 Poland WIG 41813.44 -800.80 -1.88 4.6 6.7

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

12 Portugal PSI 20 7321.51 -54.21 -0.73 -13.5 -7.3

... Russia RTSI 1396.86 -29.05 -2.04% -2.1 26.6

10 Spain IBEX 35 10052.3 -168.9 -1.65 -15.8 -12.0

15 Sweden OMX Stockholm 314.40 -5.32 -1.66 5.0 11.3

13 Switzerland SMI 6144.14 -65.31 -1.05 -6.1 -0.9

... Turkey ISE National 100 58623.20 -267.26 -0.45 11.0 21.9

12 U.K. FTSE 100 5155.95 -78.89 -1.51 -4.7 4.9

22 ASIA-PACIFIC DJ Asia-Pacific 121.84 -0.51 -0.42 -1.0 5.0

... Australia SPX/ASX 200 4381.34 -47.65 -1.08 -10.0 -0.6

... China CBN 600 24625.31 164.28 0.67% -15.2 -1.0

13 Hong Kong Hang Seng 20658.71 -230.30 -1.10 -5.5 1.1

20 India Sensex 18311.59 -97.76 -0.53 4.8 16.7

... Japan Nikkei Stock Average 8995.14 -121.55 -1.33 -14.7 -14.3

... Singapore Straits Times 2922.85 -3.14 -0.11 0.9 11.6

11 South Korea Kospi 1760.53 -7.18 -0.41 4.6 9.9

18 AMERICAS DJ Americas 281.97 -4.02 -1.41 -4.9 4.3

... Brazil Bovespa 65129.79 -852.07 -1.29 -5.0 13.5

17 Mexico IPC 31600.89 -541.78 -1.69 -1.6 12.7

*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 1.1294 1.7452 1.0945 0.1513 0.0367 0.1794 0.0134 0.2958 1.4325 0.1923 1.0674 ...

Canada 1.0581 1.6350 1.0254 0.1418 0.0343 0.1681 0.0126 0.2771 1.3421 0.1802 ... 0.9369

Denmark 5.8721 9.0742 5.6908 0.7869 0.1906 0.9328 0.0699 1.5380 7.4485 ... 5.5499 5.1995

Euro 0.7884 1.2183 0.7640 0.1056 0.0256 0.1252 0.0094 0.2065 ... 0.1343 0.7451 0.6981

Israel 3.8180 5.9000 3.7002 0.5116 0.1239 0.6065 0.0454 ... 4.8429 0.6502 3.6085 3.3806

Japan 84.0050 129.8129 81.4120 11.2575 2.7267 13.3439 ... 22.0024 106.5561 14.3058 79.3961 74.3822

Norway 6.2954 9.7283 6.1011 0.8436 0.2043 ... 0.0749 1.6489 7.9854 1.0721 5.9500 5.5743

Russia 30.8080 47.6076 29.8571 4.1286 ... 4.8937 0.3667 8.0691 39.0784 5.2465 29.1177 27.2789

Sweden 7.4622 11.5313 7.2318 ... 0.2422 1.1853 0.0888 1.9545 9.4654 1.2708 7.0527 6.6074

Switzerland 1.0319 1.5945 ... 0.1383 0.0335 0.1639 0.0123 0.2703 1.3089 0.1757 0.9752 0.9137

U.K. 0.6471 ... 0.6271 0.0867 0.0210 0.1028 0.0077 0.1695 0.8208 0.1102 0.6116 0.5730

U.S. ... 1.5453 0.9691 0.1340 0.0325 0.1588 0.0119 0.2619 1.2685 0.1703 0.9451 0.8854

Source: Thomson Reuters via WSJ Market Data Group

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of August 24, 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* 282.50 0.07% -5.7% 6.1%

2.60 16 World (Developed Markets) 1,093.24 0.05 -6.4 4.6

2.40 17 World ex-EMU 130.90 0.11 -4.2 6.8

2.40 17 World ex-UK 1,089.43 0.14 -6.3 4.5

3.10 17 EAFE 1,435.77 -0.34 -9.2 0.7

2.20 15 Emerging Markets (EM) 986.30 0.19 -0.3 16.9

3.40 15 EUROPE 88.01 0.65 -0.3 12.3

3.60 15 EMU 147.36 -0.31 -18.3 -7.1

3.30 16 Europe ex-UK 93.92 0.49 -2.8 9.3

4.50 12 Europe Value 94.71 0.82 -4.7 7.6

2.30 18 Europe Growth 79.27 0.50 4.1 16.9

2.30 21 Europe Small Cap 168.89 0.54 7.5 24.9

2.10 9 EM Europe 305.56 0.04 9.7 35.0

3.60 13 UK 1,551.36 0.76 -3.5 13.3

2.80 19 Nordic Countries 151.64 0.39 11.3 23.2

1.80 8 Russia 724.17 0.03 -3.0 22.0

2.30 20 South Africa 720.21 1.35 1.8 12.6

2.70 17 AC ASIA PACIFIC EX-JAPAN 407.79 -0.04 -2.1 12.4

1.90 26 Japan 513.67 -0.54 -9.6 -12.8

2.30 17 China 61.84 -0.84 -4.6 1.3

1.00 21 India 743.12 0.18 5.1 20.1

1.20 10 Korea 498.57 -0.50 3.7 14.1

3.40 24 Taiwan 280.90 0.62 -5.1 8.7

1.90 18 US BROAD MARKET 1,189.97 0.52 -3.8 9.1

1.30 51 US Small Cap 1,644.16 1.19 -1.6 13.1

2.40 15 EM LATIN AMERICA 3,998.72 0.69 -2.9 23.7

*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 2184.95 -1.18% 2.0%

1.95 16 Global Dow 1324.60 -1.54% 9.5% 1784.20 -1.33 -3.1

2.27 14 Global Titans 50 161.40 -1.40 7.6 152.88 -1.19 -4.8

2.71 19 Europe TSM 2334.49 -1.49 -6.8

2.30 20 Developed Markets TSM 2102.27 -1.17 0.4

2.16 15 Emerging Markets TSM 4113.90 -1.23 16.7

2.88 25 Africa 50 871.40 -0.96 19.2 701.49 -0.75 5.5

2.55 13 BRIC 50 470.40 -1.61 25.9 568.85 -1.40 11.5

3.21 18 GCC 40 575.60 0.02 5.0 463.38 0.23 -7.0

1.91 20 U.S. TSM 10834.92 -1.31 3.4

3.25 28 Kuwait Titans 30 -c 209.26 1.01 -11.8

1.63 RusIndex Titans 10 -c 3278.90 -2.80 30.7 5309.18 -2.25 13.9

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 638.00 -0.88% 36.5% 710.96 -0.39% 24.1%

4.66 15 Global Select Div -d 172.10 -1.07 16.7 186.85 -0.86 3.3

5.24 11 Asia/Pacific Select Div -d 254.98 -0.82 2.0

4.12 15 U.S. Select Dividend -d 314.63 -0.70 8.5

1.64 17 Islamic Market 1834.79 -1.30 2.7

2.00 14 Islamic Market 100 1741.50 -1.53 10.1 1890.24 -1.33 -2.5

3.28 13 Islamic Turkey -c 1615.40 -1.06 28.7 3090.43 -0.58 16.9

2.46 16 Sustainability 845.40 -1.60 9.1 905.26 -1.39 -3.5

3.45 20 Brookfield Infrastructure 1670.90 -0.92 30.9 2020.37 -0.72 15.9

1.14 23 Luxury 1006.30 -1.27 24.1 1082.01 -1.06 9.9

2.96 8 UAE Select Index 218.84 -0.75 -15.9

DJ-UBS Commodity 140.80 -1.20 15.4 129.69 -0.99 2.2

*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



8 THE WALL STREET JOURNAL. Wednesday, August 25, 2010

Aquino defends response in drama
Criticism of the Philippine gov-

ernment’s handling of Monday’s
deadly hostage crisis intensified as
officials scrambled to defend their
actions during the 12-hour standoff,
in the first major international test
for its new president.

President Benigno Aquino III,
scion of one of the nation’s most fa-
mous political families, was elected
in May partially on a promise to im-
prove law and order in a country
notorious for sporadic violence, kid-
nappings and unrest. At a news con-
ference Tuesday he expressed regret
over the incident, said it was “high
time” for the police force to im-
prove its capacity to deal with vio-
lent activities and called for a full
investigation.

But he also defended himself and
the police from critics who ques-
tioned whether authorities could
have responded more decisively in
Monday’s standoff, which ended
with the deaths of eight Hong Kong
tourists as well as the hostage taker,
a dismissed police officer named
Rolando Mendoza, prompting pro-
tests from officials in Hong Kong.

“I don’t need to publicize what I
have been doing,” Mr. Aquino said
to questions, adding that much of
his time Monday was spent trying
to prevent other officials from inter-
fering with the police, as well as
dealing with unrelated issues such
as outbreaks of dengue fever and
the country’s budget.

Rushing to use force early in the
day, while the hostages all appeared
safe, would have been unwise be-
cause it could have complicated a
situation that seemed to be under
control at the time, Mr. Aquino said.
Later, Mr. Mendoza used the tour-
ists as human shields, making it
harder for police to launch a full as-
sault, he added.

Paul Quaglia, a director at
Bangkok-based security consulting
firm PSA Asia, said the shortcom-
ings in Monday’s mission were all
the more surprising given that Phil-
ippine police have trained in the
past for hostage situations, which
are relatively common in the coun-
try. “It’s the execution that fell
short,” he said.

Mr. Mendoza, armed with an
M-16 assault rifle, on Monday hi-

jacked a bus in central Manila and
later in the day apparently opened
fire on its passengers, who were
mostly Hong Kong tourists. He was
shot in the head and killed by police
Monday night.

The standoff began during the
day and continued into the night
while the bus was surrounded by
police and media. At one point, Mr.
Mendoza was seen in broad daylight
waving to onlookers from an open
door on the bus.

China urged the Philippine gov-
ernment to take concrete measures
to ensure the safety and security of
Chinese citizens, and it sent Foreign
Ministry officials to the Philippines
Tuesday to deal with the aftermath,
according to the state-run Xinhua
news agency. Beijing also issued a
travel warning to Chinese citizens,
urging caution.

In Hong Kong, city leader Donald
Tsang demanded an explanation
from Philippine officials over how
the incident unfolded. The city—a
special administrative region of
China—also issued a “black travel
alert” for the Philippines that
warned that “residents should avoid
all travel to the country.”

Hong Kong government flags
were flown at half-mast in a sign of
mourning, and activity on the Hong
Kong Stock Exchange ceased for a
minute an the morning as traders
observed a moment of silence.

“Inquiry Needed into Tragedy in
Manila,” declared the editorial page
of the South China Morning Post,
Hong Kong’s largest English-lan-
guage newspaper. On Twitter, one
person referred to the Philippine
SWAT team involved as “Sorry We
Aren’t Trained.”

In a statement issued Tuesday
afternoon, Philippine National Police
officials agreed that Monday’s
events warranted a “full-dress in-
vestigation” that could determine
“whether or not there were lapses”
on the part of the police. The state-
ment added that authorities had
“noted” reports of “poor handling of
the hostage negotiation,” and “inad-
equate capability, skills, equipment
and planning of the assault team.”

Authorities were still struggling
to figure out why the incident went
so wrong. Earlier Monday, the situa-
tion seemed to be under control. Po-
lice successfully cordoned off the
area and established communica-

tions with Mr. Mendoza, who had
been removed from his post as a se-
nior inspector last year after being
found guilty of extortion.

Mr. Mendoza agreed to release
nine people, including three chil-
dren. But matters worsened after
authorities passed along to Mr.
Mendoza a letter from the govern-
ment’s ombudsman, an independent
arbitrator, promising to review Mr.
Mendoza’s request to be reinstated
to his job. It is unclear why the let-
ter didn’t satisfy him, but about that
time he became more agitated and
threatened to kill a hostage. After
some gunfire, authorities decided it
was time to storm the bus.

Eight passengers were rescued
alive, though one died later in a
hospital. Seven others were dead in
the bus, along with Mr. Mendoza,
who was shot by a police sniper.

Mr. Aquino said a number of fac-
tors made it more difficult to re-
solve the situation. For instance, he
said Mr. Mendoza was able to follow
media coverage of police move-
ments via a television and radio on
the bus.

—Josephine Cuneta
contributed to this article

BY PATRICK BARTA
AND BRITTANY HITE

President Benigno Aquino III inspects the bus carrying Hong Kong tourists that was hijacked by an ex-policeman in Manila.
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Independents hold the key in Australia
CANBERRA—With the future of

Australia’s government hanging in
the balance, three swing-vote law-
makers met Tuesday to explore

whether they have enough common
ground to band together and help
give one party the keys to Canberra.

But analysts said the three and
others who could tip the scales to
Prime Minister Julia Gillard’s ruling
Labor Party or Tony Abbott’s oppo-
sition Liberal-National coalition
have significant differences that
could make any alliance fragile, po-
tentially prompting another round
of elections in coming months.

The private talks between Robert
Katter, Robert Oakeshott and Tony
Windsor came as Labor and the Lib-
eral-National coalition scramble to
win support for their respective
bids to end the near-deadlock in
Parliament. The latest election tally
gives Labor 71 seats and the coali-
tion 72 in the 150-seat lower house,
short of the 76 seats either needs to
form a majority government. Inde-
pendents and Greens hold as many
as five seats between them, while
two seats are in doubt.

Messrs. Katter, Oakeshott and

Windsor didn’t specified issues up
for discussion at the meeting, whose
outcome remained unclear early
Wednesday in Australia.

All three want to boost spending
on services and infrastructure in ru-
ral and regional areas but disagree
on climate change, political-asylum
seekers and a proposed new tax on
mining, making it difficult for them

to agree on a joint program for an
alliance with either a Labor or coali-
tion government. The three were
also once members of the National
Party but left on less-than-friendly
terms, and that could possibly derail
talks with Mr. Abbott.

David Burchell, a political expert
at the University of Western Sydney,
said another election is likely soon,
regardless of whether the new gov-
ernment forms ties with all or only
some of the independents.

“If you were a betting person,
you would probably say the govern-
ment is not going to last longer than
18 months,” Mr. Burchell said.

Mr. Katter could be the wild
card. Hailing from the tropical,
sugar-and-banana-growing elector-
ate of Kennedy in Queensland’s far
north, he is vehemently opposed to
Labor’s planned tax on miners’ prof-
its, wants to open up the supermar-
ket sector to more competition, and
legislate the production of ethanol
to boost grain prices.

BY RACHEL PANNETT
AND ENDA CURRAN

Independents meet in Canberra.
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WORLD NEWS

Plane crash
in China
kills 42

BEIJING—A passenger plane
with more than 90 people aboard
crashed in northeastern China kill-
ing at least 42 people, state media
said, in an accident that follows
years of improved aviation safety in
the country.

The state-run Xinhua news
agency said the crash occurred
around 10:10 p.m. local time Tues-
day in Heilongjiang, a province that
borders Russia.

The Henan Airlines plane took
off shortly before 9 p.m. from the
provincial capital of Harbin, and
crashed after a failed landing at the
airport in Yichun city about 155
miles to the northeast, Xinhua said,
citing provincial civil-aviation offi-
cials.

A senior Heilongjiang public-se-
curity official, interviewed by phone
on the air by Chinese state televi-
sion, said authorities believe they
have accounted for all the passen-
gers and crew, with 42 dead and 49
rescued. The official didn’t identify
any cause of the crash.

Xinhua said that the plane was
still on fire at around 11:30 p.m., and
that more than 20 injured people
had been received by local hospitals.

China experienced a spate of
deadly airline crashes in the 1990s
that took hundreds of lives and
caused Chinese airlines to rank
among the world’s most dangerous.
The companies were plagued by pi-
lot errors, poor maintenance and er-
ratic government oversight.

China’s government tightened
safety monitoring of its carriers—al-
most all of which are government-
owned—and working with aviation-
safety officials in the U.S. and else-
where to improve its system. In re-
cent years, Chinese airlines have by
some measures boasted a better
safety record than their U.S. and Eu-
ropean counterparts.

Xinhua identified the model of
plane that crashed as an E-90, but
didn’t identify the maker. Among
the planes Henan Airlines flies are
regional jets made by both Canada’s
Bombardier Inc. and Brazil’s Em-
braer-Empresa Brasileira de Aero-
nautica, or Embraer.

Henan Airlines, formerly known
as Kunpeng Airlines and based in
central China, began service in Octo-
ber 2007. It was originally a joint
venture with Mesa Air Group Inc. of
Phoenix, but the U.S. company sold
its 49% stake to its partner Shen-
zhen Airlines in 2009. Henan Air-
lines changed its name in December
2009, amid reports a stake would be
sold to the provincial government. It
also moved its provincial headquar-
ters to the provincial capital Zheng-
zhou.

Henan Airlines couldn’t be
reached for comment late Tuesday.

Henan Airlines has positioned it-
self as a major regional carrier.

Chinese news reports say the
carrier incurred losses since its
launch in 2007 and the Henan gov-
ernment’s stake would help keep it
flying. This year, Chinese media re-
ports have said that the carrier was
seeing passenger totals sag amid
February’s opening of a high-speed
railway on its key Zhengzhou-Xian
route.

—Andy Pasztor
contributed to this article.

BY JASON DEAN
AND JAMES T. AREDDY
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Major players � benchmarks
Below, a look at the Dow Jones Stoxx 50,
the biggest and best known companies in
Europe, including the U.K.

Credit derivatives
Spreads on credit derivatives are one way the market rates
creditworthiness. Regions that are treading in rough waters can see
spreads swing toward the maximum—and vice versa. Indexes below
are for five-year swaps.

Markit iTraxx Indexes SPREAD RANGE, in pct. pts.
Mid-spread, since most recent roll

Index: series/version in pct. pts. Mid-price Coupon Maximum Minimum Average

Europe: 13/1 1.12 99.46% 0.01% 1.42 0.75 1.08

Eur. High Volatility: 13/1 1.70 96.88 0.01 2.16 1.11 1.58

Europe Crossover: 13/2 5.01 99.96 0.05 5.88 4.48 5.15

Asia ex-Japan IG: 13/1 1.25 98.87 0.01 1.72 0.87 1.20

Japan: 13/1 1.14 99.34 0.01 1.76 0.85 1.22

Note: Data as of August 23

Spreads
Spreads on five-
year swaps for
corporate debt;
based on Markit
iTraxx indexes.
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Behind Asia's deals: Bank revenue rankings, Australia
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

UBS $99 10.5% 47% 9% 44% ...

JPMorgan 68 7.2 9 28 24 39%

Macquarie Group 66 7.0 39 5 56 ...

Goldman Sachs 61 6.4 14 16 71 ...

RBS 55 5.8 32 10 9 50

Bank of America Merrill Lynch 48 5.0 59 17 23 1

Credit Suisse 38 4.0 42 13 45 ...

TD Securities Inc 37 3.9 7 9 11 74

Barclays Capital 37 3.9 ... 23 5 72

Source: Dealogic

Tracking
credit
markets �
dealmakers

Dow Jones Industrial Average P/E: 14
LAST: 10040.45 t 133.96, or 1.32%

YEAR TO DATE: t 387.60, or 3.7%

OVER 52 WEEKS s 501.16, or 5.3%

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

Previous
close, in STOCK PERFORMANCE

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

British American Tobacco U.K. Tobacco 2,665,713 2,202 1.10% 9.2% 17.1%

Unilever Netherlands Food Products 5,002,082 20.96 -0.33% -7.9 7.2

Tesco U.K. Food Retailers & Wholesalers 15,031,515 402.50 -0.36 -6.0 8.8

Deutsche Telekom Germany Mobile Telecommunications 12,078,076 10.18 -0.49 -1.1 8.1

Diageo U.K. Distillers & Vintners 4,345,184 1,076 -0.55 -0.7 10.8

Rio Tinto U.K. General Mining 6,993,365 3,162 -4.28% -6.7 27.5

ING Groep Netherlands Life Insurance 27,074,105 6.86 -3.37 -0.5 -13.7

BP PLC U.K. Integrated Oil & Gas 41,315,559 377.50 -3.35 -37.1 -29.2

Barclays U.K. Banks 39,489,052 309.15 -3.16 12.0 -14.7

L.M. Ericsson Telephone Series B Sweden Communications Technology 13,136,701 74.05 -2.57 12.4 10.5

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

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

Intesa Sanpaolo 93,748,128 2.27 -0.66% -28.0% -21.9%
Italy (Banks)
Nestle S.A. 8,531,034 52.10 -0.67 3.8 20.5
Switzerland (Food Products)
Bayer AG 2,821,897 46.33 -0.68 -17.2 4.6
Germany (Specialty Chemicals)
E.ON AG 7,694,169 22.40 -0.71 -23.4 -24.4
Germany (Multiutilities)
Roche Holding 2,099,062 137.90 -0.72 -21.6 -18.4
Switzerland (Pharmaceuticals)
SAP AG 3,444,808 34.92 -0.85 5.8 4.2
Germany (Software)
RWE AG 1,702,917 52.91 -0.97 -22.1 -18.6
Germany (Multiutilities)
Vodafone Group 80,078,803 149.85 -0.99 4.3 11.7
U.K. (Mobile Telecommunications)
AXA 8,168,738 12.45 -0.99 -24.7 -20.3
France (Full Line Insurance)
ABB Ltd. 9,293,202 19.59 -1.11 0.9 -4.1
Switzerland (Industrial Machinery)
Telefonica 17,141,850 17.08 -1.21 -12.5 -3.8
Spain (Fixed Line Telecommunications)
France Telecom 9,355,112 16.15 -1.22 -7.4 -12.5
France (Fixed Line Telecommunications)
Iberdrola 19,528,298 5.38 -1.23 -19.3 -14.4
Spain (Conventional Electricity)
Novartis 4,176,076 51.60 -1.24 -8.7 5.8
Switzerland (Pharmaceuticals)
Assicurazioni Generali 6,577,050 14.22 -1.25 -24.4 -18.9
Italy (Full Line Insurance)
Daimler AG 3,777,892 38.66 -1.25 3.8 17.5
Germany (Automobiles)
Societe Generale 3,216,309 40.70 -1.42 -16.9 -21.2
France (Banks)
HSBC Holdings 29,303,056 629.90 -1.45 -11.1 -6.1
U.K. (Banks)
BHP Billiton 7,546,264 1,803 -1.48 -9.6 10.7
U.K. (General Mining)
Royal Dutch Shell A 5,423,694 20.98 -1.48 -0.6 7.8
U.K. (Integrated Oil & Gas)

Latest,
in local STOCK PERFORMANCE

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

Credit Suisse Group 6,266,307 45.11 -1.55% -11.9% -18.4%
Switzerland (Banks)
Deutsche Bank 3,961,628 50.44 -1.60 2.1 2.3
Germany (Banks)
Total S.A. 5,931,180 37.40 -1.64 -16.9 -7.4
France (Integrated Oil & Gas)
ENI 12,130,388 15.49 -1.65 -13.0 -7.1
Italy (Integrated Oil & Gas)
BG Group 5,538,109 1,075 -1.69 -4.2 0.7
U.K. (Integrated Oil & Gas)
Anglo American 5,305,089 2,320 -1.84 -14.4 13.1
U.K. (General Mining)
Astrazeneca 2,687,281 3,234 -1.87 11.1 14.3
U.K. (Pharmaceuticals)
BASFn.DE 3,544,440 41.90 -1.95 -3.6 9.9
BASFn.DE (BASFn.DE)
Nokia 15,796,087 6.94 -1.98 -22.2 -21.4
Finland (Telecommunications Equipment)
GDF Suez 4,695,056 24.52 -2.02 -19.1 -17.6
France (Multiutilities)
Banco Bilbao Vizcaya Argentaria 26,247,084 9.63 -2.04 -24.4 -24.3
Spain (Banks)
UBS 15,035,979 16.99 -2.07 5.9 -8.7
Switzerland (Banks)
Siemens 4,095,737 71.52 -2.09 11.4 15.9
Germany (Diversified Industrials)
BNP Paribas 3,691,485 50.57 -2.13 -9.5 -11.3
France (Banks)
Allianz SE 2,806,639 80.71 -2.17 -7.4 1.6
Germany (Full Line Insurance)
GlaxoSmithKline 9,231,142 1,200 -2.24 -9.1 0.1
U.K. (Pharmaceuticals)
Banco Santander 36,965,022 9.18 -2.35 -20.5 -14.6
Spain (Banks)
Sanofi-Aventis 3,513,439 44.75 -2.36 -18.7 -6.0
France (Pharmaceuticals)
ArcelorMittal 6,682,961 22.75 -2.51 -29.3 -12.6
France (Iron & Steel)
UniCredit 353,651,755 1.90 -2.51 -14.9 -21.8
Italy (Banks)

Sources: Thomson Reuters

DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 31.6 $26.69 0.20 0.76%
Alcoa AA 21.6 10.06 –0.31 –2.98
AmExpress AXP 7.0 39.53 –0.67 –1.67
BankAm BAC 150.7 12.62 –0.25 –1.94
Boeing BA 9.6 60.88 –2.42 –3.82
Caterpillar CAT 8.8 65.03 –1.81 –2.71
Chevron CVX 10.4 73.68 –1.37 –1.83
CiscoSys CSCO 71.9 21.11 –0.57 –2.63
CocaCola KO 10.5 55.66 0.06 0.11
Disney DIS 13.5 32.13 –0.80 –2.43
DuPont DD 5.8 39.58 –0.79 –1.96
ExxonMobil XOM 24.1 58.81 –0.69 –1.16
GenElec GE 77.1 14.54 –0.35 –2.34
HewlettPk HPQ 29.2 38.37 –0.67 –1.72
HomeDpt HD 16.1 27.77 –0.06 –0.22
Intel INTC 72.6 18.41 –0.29 –1.58
IBM IBM 5.2 124.89 –1.58 –1.25
JPMorgChas JPM 43.8 36.19 –0.69 –1.87
JohnsJohns JNJ 13.9 58.00 –0.87 –1.48
KftFoods KFT 13.4 29.27 0.12 0.41
McDonalds MCD 5.4 72.73 –0.61 –0.83
Merck MRK 10.4 34.42 –0.55 –1.57
Microsoft MSFT 63.2 24.04 –0.25 –1.01
Pfizer PFE 48.1 15.81 –0.30 –1.83
ProctGamb PG 12.6 59.69 –0.34 –0.57
3M MMM 4.1 80.47 –0.61 –0.75
TravelersCos TRV 3.4 49.23 –0.51 –1.03
UnitedTech UTX 4.9 65.69 –1.53 –2.28
Verizon VZ 17.2 29.45 0.04 0.14

WalMart WMT 15.8 51.26 0.12 0.23

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

FCE Bk 416 –20 –41 –45

M Real Corp 466 –19 –35 –81

Gecina 272 –12 –31 –29

ITV 231 –11 –39 –16

ThyssenKrupp 356 –10 –4 47

ArcelorMittal 341 –10 –4 71

Glencore Intl 372 –10 –7 33

Rep Irlnd 295 –9 –4 64

Nielsen 324 –9 –36 –52

Kabel Deutschland 406 –9 –18 –42

And the most deterioration
CHANGE, in basis points

Yesterday Yesterday Five-day 28-day

TNT 135 1 –3 49

Cognis 68 1 3 11

Hannover Ruck 97 1 2 21

Svenska Cellulosa AB 89 2 –1 5

BAE Sys 142 2 7 7

Wendel 441 3 –18 16

Fresenius SE 245 3 2 7

Carlton Comms 144 4 –17 –18

Rallye 568 6 2 –2

SAB Miller 91 15 11 12

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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Somalia hotel attack kills at least 31
NAIROBI, Kenya—Two Islamic

militants attacked a hotel less than
a mile from Somalia’s presidential
palace on Tuesday, killing at least 31
people, including members of par-
liament, in a fresh blow to a West-
ern-backed government already
reeling from an insurgency allied
with al Qaeda.

On Tuesday morning, two fight-
ers wearing Somali government uni-
forms entered the Muna Ho-
tel—home to several members of
parliament—and began firing ran-
domly, according to Abdirahman
Omar Osman, the minister of infor-
mation. As government security
forces rushed to the scene, the
fighters blew themselves up, Mr. Os-
man said.

At least 31 people, including six
members of parliament, were killed
in the attack. “They have no regard
for civilians,” Mr. Osman said of al
Shabaab, the Somali militant group
blamed for the attack. He said gov-
ernment security forces had since
secured the hotel.

Despite Tuesday’s brazen as-
sault, the Somali government
doesn’t appear in imminent danger
of collapse. In the hours following
the attack, African troops in Moga-
dishu drove militants back further
from the presidential palace and re-
claimed some posts. On Friday, the
Ugandan military began sending re-
inforcements to bolster the African
Union mission, in an effort to push
al Shabaab out of Mogadishu.

The Muna Hotel attack comes
the morning after al Shabaab de-
clared a “final war” against the So-
mali government. Late Monday, mil-
itants attacked positions for the
African Union mission in Somalia,

which defends the government. The
troops countered by shelling mili-
tant positions.

The fighting presents perhaps
the stiffest challenge Somalia’s one
year-old government has faced—and
for President Sheikh Sharif Sheikh
Ahmed’s backers, an ominous sign
of his hold on power.

The Somali government receives
financial support from the U.S. and
Europe, mainly for help training So-
mali troops. Meanwhile, African

countries such as Uganda and Bu-
rundi have dispatched thousands of
soldiers to fight the al Shabaab in-
surgency. That African Union mis-
sion in Somalia, known as Amisom,
recently pledged to increase troops
from the current levels of 6,000.

“Clearly the government is tee-
tering, and clearly the government
would fall were Amisom to leave,”
said Ernst Jan Hogendoorn, the In-
ternational Crisis Group’s project di-
rector for the Horn of Africa, based

in Nairobi. But Mr. Hogendoorn
doubted al Shabaab had the capacity
yet to overrun the African troops,
since it plotted a suicide-bomb at-
tack rather than a full-frontal as-
sault.

Even so, the Somali government
confronts an uncertain future. When
he came to power a year ago as part
of a transitional government elected
by the parliament, President Sharif
was considered the strongest bet to
bring peace to his turbulent country.

Mr. Sharif, a former teacher who is
in his 40s, had connections to sev-
eral factions in the country, and
pledged to bring groups together
through dialogue.

But his regime’s near-total reli-
ance on African troops for survival
has only underscored his govern-
ment’s weakness. Aside from secu-
rity concerns, the Somali govern-
ment has been paralyzed by cash
shortages. State coffers hold only a
fraction of the $110 million it has
budgeted to run the government to
operate, according to the govern-
ment budget.

Mr. Sharif, in an interview this
year, said his administration lacked
the financial resources to train and
pay security forces and civil ser-
vants.

At the same time, al Shabaab has
grown from a ragtag militancy to a
determined foe. Al Shabaab is be-
lieved to have as many as 12,000
members scattered across its area
of control—which is most of south-
ern and central Somalia and vast
swaths of Mogadishu.

It has ruled these areas with a
brutal hand. Al Shabaab has taken
to amputating limbs and executing
people for infractions such as theft.

The militant group is believed to
have benefited from links to al
Qaeda. Earlier this year, al Shabaab
declared its allegiance to the global
terror group and has absorbed flows
of foreign fighters from South Asia
and the Middle East, Western and
Somali officials have said. These al
Qaeda-linked fighters are believed
to have brought techniques, such as
suicide bombs, which hadn’t previ-
ously been used in Somalia.

—Abdinasir Mohamed
in Mogadishu, Somalia,

, contributed to this article.

BY SARAH CHILDRESS

Somali government forces monitor the area outside the Muna Hotel in Mogadishu Tuesday after an attack by militants.
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Pakistan’s economy faces big flood impact
The flooding in Pakistan will in-

flict serious damage on its economy,
posing another challenge for a cash-
strapped government struggling to
keep a recovery on track amid high
inflation and a relentless Islamist in-
surgency.

Assistance from the International
Monetary Fund and Western coun-
tries will likely help Pakistan avoid
another brush with bankruptcy as it
tries to cope with the damage, which
by some estimates may reach $43
billion. But the flood will weigh
heavily on economic growth this
year and leave a long-term mark on
the economy.

“The hit on the growth rate is go-
ing to be very severe,” said Philip
Wyatt, a senior economist at UBS.
“We can see a loss of one or two
points of economic growth, depend-
ing on the damage.” In the fiscal
year ended June 30, Pakistan’s econ-
omy grew 4.1%.

Moody’s Investors Service, which
had expected Pakistan’s economic
growth to expand to 4.5% this fiscal
year, may lower its estimate to 3% to
3.5%, analyst Aninda Mitra said.

The flood began in July and at
one point covered one-fifth of the
South Asian nation, or land roughly
equivalent to the size of Uruguay. It
has damaged crops sown over 1.93
million acres, or 776,996 hectares.
Cotton output will shrink to 11.76
million bales from the 14 million
bales estimated at the start of the

season by Pakistan’s Food and Agri-
culture Ministry. Cotton is an impor-
tant raw material for the key textile
export sector, one of Pakistan’s few
sources of export income.

According to the United Nations,
the disaster has affected close to 20
million people, killing 1,500 and
leaving 1.2 million homes damaged
or destroyed.

The Associated Press quoted the
United Nations as saying that about
800,000 people have been cut off by
the floods and are only reachable by
air. The U.N. said it needs more heli-
copters to ferry aid.

Coping with the social and eco-
nomic costs of the catastrophe will
strain the government’s finances.
The budget deficit was already on
track to reach 4.5% of gross domes-
tic product before the crisis but now
could widen to as much as 6% to 7%
of GDP, said Mr. Mitra of Moody’s.
That is a grim prospect for a coun-
try that had external debt totaling
$55.63 billion as of June 30.

President Asif Ali Zardari’s gov-
ernment has been reaching out to
other countries for help. A delega-
tion met with IMF officials Monday
in Washington. Donors including the
U.K. and the European Union have so
far pledged almost $500 million in
additional help.

Moody’s is unlikely to upgrade
Pakistan’s credit rating in coming
months due to the devastation from
the floods and other challenges, but
the country’s current B3 rating “ade-
quately captures the risk” of the

likely economic slowdown and is un-
likely to be downgraded further, said
Mr. Mitra. A B3 rating is just one
notch above the C level, which ap-
plies to countries in effective sover-
eign default, and makes it hard for a
country to issue bonds in the inter-
national market.

The natural disaster is the latest
setback for the Pakistan economy,
which after several years of strong
growth almost ground to a halt in
2008, hurt by budget overruns, a loss
in export competitiveness due to
high inflation, and an insurgency that

continues unabated. On Monday,
while emergency workers worked to
shore up levees in two southern cit-
ies, at least 36 people were killed in
three separate bomb attacks across
the country, and 12 suspected mili-
tants were killed in U.S. drone attacks
near the Afghan border.

Concerns about the economic
fallout have kept pressure on Paki-
stan’s financial markets, though the
impact has been moderate.

The cost of insuring against a de-
fault or restructuring of Pakistan’s
bonds remains at very elevated lev-

els, but has been relatively steady in
recent weeks, a sign that investors
anticipate IMF and U.S. support to
prevent any fiscal crisis. The spread
on Pakistan five-year credit default
swaps was quoted at 1,099 basis
points Tuesday, roughly on par with
those of other high-risk sovereign
bond issuers like Venezuela, but well
below early-2009 highs of over
2,100 basis points during the global
financial crisis.

Pakistan’s benchmark stock in-
dex, KSE-100, has fallen 7% so far in
August, but is up 4% so far this year,
roughly in line with other emerging
market indexes.

The Pakistan rupee, one of Asia’s
weakest currencies in recent years,
has fallen in recent days, but has
found support above its record low
against the dollar of 85.84 rupees hit
on Aug. 2, helped by expectations
that remittances from overseas Paki-
stanis, which have averaged around
10% of GDP in recent years, may rise
to help families at home cope with
the floods.

But analysts expect the rupee to
remain under pressure in coming
months due to Pakistan’s current ac-
count deficit and high inflation rate,
which ran at 12.3% in July. The floods
are likely to push up food prices and
transportation costs for other goods,
likely eliminating any chance that in-
flation might fall below 10% this year,
said Mr. Wyatt at UBS.

—Dow Jones Newswires
in Islamabad

contributed to this article.

BY DAVID ROMAN

Workers repair a road damaged by the flood in Punjab province on Tuesday.
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For information about listing your funds, please contact: Justin Jones tel: +44 0203 426 1167; email: justin.jones@dowjones.com

Andfs. Espanya EU EQ AND 08/23 EUR 11.86 -14.7 -7.5 -6.6
Andfs. Estats Units US EQ AND 08/23 USD 13.72 -8.7 -0.2 -11.9
Andfs. Europa EU EQ AND 08/23 EUR 7.03 -10.3 -3.6 -10.1
Andfs. Franca EU EQ AND 08/23 EUR 8.66 -11.1 -3.8 -11.2
Andfs. Japo JP EQ AND 08/23 JPY 448.20 -12.3 -10.2 -15.0
Andfs. Plus Dollars US BA AND 08/23 USD 9.40 -0.4 4.6 -3.0
Andfs. RF Dolars US BD AND 08/23 USD 11.89 4.0 8.2 2.8
Andfs. RF Euros EU BD AND 08/23 EUR 11.10 2.6 5.6 2.5
Andorfons EU BD AND 08/23 EUR 14.79 2.0 6.0 2.0
Andorfons Alternative Premium GL EQ AND 06/30 EUR 100.65 1.7 5.3 -6.3
Andorfons Mix 30 EU BA AND 08/23 EUR 9.53 -0.3 4.8 -4.5
Andorfons Mix 60 EU BA AND 08/23 EUR 8.89 -4.1 2.2 -10.9

n CHARTERED ASSET MANAGEMENT PTE LTD - TEL NO: 65-6835-8866
Fax No: 65-6835 8865, Website: www.cam.com.sg, Email: cam@cam.com.sg
CAM-GTF Limited AS EQ MUS 08/13 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 08/24 EUR 8.96 1.2 1.5 -3.3
DJE-Absolut P GL EQ LUX 08/24 EUR 208.70 1.9 11.0 -0.3
DJE-Alpha Glbl P EU BA LUX 08/24 EUR 173.26 -2.8 5.2 -1.4
DJE-Div& Substanz P EU EQ LUX 08/24 EUR 221.04 2.8 11.3 3.3
DJE-Gold&Resourc P OT EQ LUX 08/24 EUR 199.30 17.0 35.3 11.5
DJE-Renten Glbl P EU BD LUX 08/24 EUR 137.25 5.1 7.7 6.4
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 08/24 EUR 17.00 -4.0 3.8 2.2
LuxTopic-Pacific AS EQ LUX 08/24 EUR 19.36 18.2 38.1 9.7

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 08/23 JPY 10325.50 4.1 NS NS
Prosperity Return Fund B EU BD LUX 08/23 JPY 8998.89 -9.0 NS NS
Prosperity Return Fund C EU BD LUX 08/23 USD 94.80 -1.7 NS NS
Prosperity Return Fund D EU BD LUX 08/23 EUR 113.16 15.9 NS NS
Renaissance Hgh Grade Bd A JP BD LUX 08/23 JPY 10397.64 5.0 NS NS
Renaissance Hgh Grade Bd B EU BD LUX 08/23 JPY 9008.58 -8.6 NS NS
Renaissance Hgh Grade Bd C EU BD LUX 08/23 USD 94.27 -1.3 NS NS
Renaissance Hgh Grade Bd D EU BD LUX 08/23 EUR 108.45 11.4 NS NS

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI EU EQ SVN 08/23 EUR 21.07 -13.4 -15.4 -33.3
MP-TURKEY.SI OT OT SVN 08/23 EUR 43.21 24.5 38.0 6.0

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

www.parexgroup.com Tel: +371 67010810
Parex Eastern Europ Bal OT OT LVA 08/23 EUR 14.93 11.7 19.7 4.2
Parex Eastern Europ Bd EU BD LVA 08/23 USD 16.76 14.5 25.5 9.1
Parex Russian Eq EE EQ LVA 08/23 USD 21.06 7.9 33.4 -6.7

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 08/23 EUR 136.66 12.7 29.8 NS
Pictet-Asian Eq ExJpn-I USD AS EQ LUX 08/24 USD 171.52 -2.2 13.2 1.3
Pictet-Asian Eq ExJpn-P USD AS EQ LUX 08/24 USD 162.35 -2.7 12.3 0.4
Pictet-Biotech-P USD OT EQ LUX 08/23 USD 253.49 -10.4 -10.3 -17.3
Pictet-CHF Liquidity-P CH MM LUX 08/23 CHF 124.13 -0.1 -0.1 0.2
Pictet-CHF Liquidity-P dy CH MM LUX 08/23 CHF 93.34 -0.1 -0.1 0.2
Pictet-Conv. Bonds-P EUR EU BD LUX 08/23 EUR 98.87 NS NS NS
Pictet-Digital Comm-P USD OT EQ LUX 08/23 USD 119.58 2.3 16.6 5.8
Pictet-Eastern Europe-P EUR EU EQ LUX 08/23 EUR 358.85 14.1 39.6 -0.6
Pictet-Emerging Markets-P USD GL EQ LUX 08/24 USD 518.15 -2.9 14.3 -2.5
Pictet-Eu Equities Sel-P EUR EU EQ LUX 08/23 EUR 415.84 1.9 12.2 -4.4
Pictet-EUR Bonds-P EU BD LUX 08/23 EUR 411.42 7.0 8.1 6.6
Pictet-EUR Bonds-Pdy EU BD LUX 08/23 EUR 301.70 7.0 8.1 6.6
Pictet-EUR Corporate Bonds-P EU BD LUX 08/23 EUR 156.51 5.8 10.1 9.4
Pictet-EUR Corporate Bonds-Pdy EU BD LUX 08/23 EUR 106.10 5.8 10.1 9.4
Pictet-EUR High Yield-P EU BD LUX 08/23 EUR 162.59 11.2 25.2 10.7
Pictet-EUR High Yield-Pdy EU BD LUX 08/23 EUR 89.12 11.2 25.2 10.7
Pictet-EUR Liquidity-P EU MM LUX 08/23 EUR 136.17 0.1 0.3 1.1
Pictet-EUR Liquidity-Pdy EU MM LUX 08/23 EUR 96.81 0.1 0.3 1.1
Pictet-EUR Sovereign Liq-P EU MM LUX 08/23 EUR 102.43 0.0 0.0 0.8
Pictet-EUR Sovereign Liq-Pdy EU MM LUX 08/23 EUR 99.94 0.0 0.0 0.8
Pictet-Europe Index-P EUR EU EQ LUX 08/23 EUR 103.43 2.4 10.8 -2.7
Pictet-European Sust Eq-P EUR EU EQ LUX 08/23 EUR 136.84 2.8 11.9 -2.5
Pictet-Glo Emerging Debt-P USD GL BD LUX 08/23 USD 269.99 11.0 17.6 15.7
Pictet-Glo Emerging Debt-Pdy USD GL BD LUX 08/23 USD 175.35 11.0 17.6 15.7
Pictet-Greater China-P USD AS EQ LUX 08/24 USD 335.74 -4.4 8.4 4.9
Pictet-Indian Equities-P USD EA EQ LUX 08/24 USD 383.88 6.4 25.6 9.6
Pictet-Japan Index-P JPY JP EQ LUX 08/24 JPY 8011.04 -9.8 -14.0 -17.3
Pictet-Japanese Eq 130/30-P JPY JP EQ LUX 08/24 JPY 3986.37 -9.7 -13.4 -16.7
Pictet-Japanese Eq Sel-I JPY JP EQ LUX 08/24 JPY 6927.10 -10.6 -15.1 -20.4
Pictet-Japanese Eq Sel-P JPY JP EQ LUX 08/24 JPY 6691.12 -10.9 -15.7 -20.9
Pictet-MENA-P USD OT OT LUX 08/23 USD 47.68 6.3 1.2 NS
Pictet-Pac (ExJpn) Idx-P USD AS EQ LUX 08/24 USD 256.83 -6.0 9.0 1.9
Pictet-Piclife-P CHF CH BA LUX 08/23 CHF 783.88 -0.9 2.5 -0.5
Pictet-Premium Brands-P EUR OT EQ LUX 08/23 EUR 76.53 17.1 35.9 10.7
Pictet-Russian Equities-P USD EE EQ LUX 08/23 USD 65.22 1.2 35.8 -6.1
Pictet-Security-P USD GL EQ LUX 08/23 USD 103.15 3.6 17.4 3.3
Pictet-Small Cap Europe-P EUR EU EQ LUX 08/23 EUR 488.86 7.9 16.8 -1.8
Pictet-Timber-P USD GL EQ LUX 08/23 USD 103.16 -3.2 10.8 NS
Pictet-USA Index-P USD US EQ LUX 08/23 USD 87.30 -3.7 5.0 -7.9
Pictet-USD Government Bonds-P US BD LUX 08/23 USD 548.10 7.9 8.2 6.4
Pictet-USD Government Bonds-Pdy US BD LUX 08/23 USD 391.91 7.9 8.2 6.4
Pictet-USD Liquidity-P US MM LUX 08/23 USD 131.14 0.1 0.1 0.7
Pictet-USD Liquidity-Pdy US MM LUX 08/23 USD 84.92 0.1 0.1 0.7
Pictet-USD Sovereign Liq-P US MM LUX 08/23 USD 101.61 0.1 0.0 0.6
Pictet-USD Sovereign Liq-Pdy US MM LUX 08/23 USD 100.11 0.1 0.1 0.6
Pictet-Water-P EUR GL EQ LUX 08/23 EUR 133.94 8.1 17.0 -1.1
Pictet-World Gvt Bonds-P USD EU BD LUX 08/24 USD 172.03 4.2 5.3 6.9
Pictet-World Gvt Bonds-Pdy USD EU BD LUX 08/24 USD 139.51 4.2 5.3 6.9

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 08/23 USD 13.82 2.8 21.7 4.8
Japan Fund USD JP EQ IRL 08/24 USD 15.77 -0.8 -6.3 4.4
Polar Healthcare Class I USD OT EQ IRL 08/23 USD 11.72 -9.4 -1.6 NS
Polar Healthcare Class R USD OT EQ IRL 08/23 USD 11.66 -9.7 -2.1 NS

n Hemisphere Management (Ireland) Limited

Discovery USD A OT OT CYM 07/30 USD 105.78 10.8 12.5 12.2
Elbrus USD A GL EQ CYM 07/30 USD 10.65 35.9 -24.7 -17.9
Europn Conviction USD B EU EQ CYM 07/30 USD 134.92 -1.8 4.4 9.7
Europn Forager USD B EU EQ CYM 07/30 USD 227.24 1.5 12.8 8.5
Latin America USD A GL EQ CYM 04/30 USD 14.21 2.2 -4.7 14.7
Paragon Limited USD A EU EQ CYM 11/28 USD 324.09 12.7 12.7 14.2
UK Fund USD A OT OT CYM 07/30 USD 181.06 -1.6 3.3 4.8

n PT CIPTADANA ASSET MANAGEMENT
Tel: +6221 25574 883 Fax: +6221 25574 893 Website: www.ciptadana-asset.com
Indonesian Grth Fund GL EQ BMU 08/18 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 08/23 EUR 659.05 -6.8 1.2 -8.8
CORE EUROZONE EQ B EU EQ IRL 08/23 EUR 792.46 -4.7 2.9 -6.2
EURO FIXED INCOME A EU BD IRL 08/23 EUR 1355.42 8.9 13.5 5.8
EURO FIXED INCOME B EU BD IRL 08/23 EUR 1452.88 9.3 14.2 6.4
EUROPEAN SMALL CAP A EU EQ IRL 08/23 EUR 1276.28 6.3 15.7 -3.3
EUROPEAN SMALL CAP B EU EQ IRL 08/23 EUR 1372.40 6.7 16.3 -2.7
EUROZONE AGG A EUR EU EQ IRL 08/23 EUR 653.18 -0.4 8.6 -5.4
EUROZONE AGG B EUR EU EQ IRL 08/23 EUR 942.31 0.0 9.2 -4.9
GLB REAL EST SEC A OT EQ IRL 08/23 USD 910.92 1.6 14.5 -8.1
GLB REAL EST SEC B OT EQ IRL 08/23 USD 942.75 2.0 15.2 -7.6
GLB REAL EST SEC EH A OT EQ IRL 08/23 EUR 815.13 1.3 12.6 -9.8
GLB REAL EST SEC SH B OT EQ IRL 08/23 GBP 77.04 1.7 13.7 -9.9
GLB STRAT YIELD A EU BD IRL 08/23 EUR 1754.38 9.2 21.9 9.9
GLB STRAT YIELD B EU BD IRL 08/23 EUR 1884.51 9.6 22.7 10.6
GLOBAL BOND A EU BD IRL 08/23 EUR 1330.86 20.4 25.0 16.2
GLOBAL BOND B EU BD IRL 08/23 EUR 1422.86 20.9 25.8 16.9
GLOBAL BOND EH A GL BD IRL 08/23 EUR 1511.77 9.9 13.5 8.8
GLOBAL BOND EH B GL BD IRL 08/23 EUR 1610.81 10.4 14.2 9.5
JAPAN EQUITY A JP EQ IRL 08/23 JPY 10414.17 -10.5 -14.7 -16.6
JAPAN EQUITY B JP EQ IRL 08/23 JPY 11143.00 -10.2 -14.2 -16.1
PAC BASIN (X JPN) A AS EQ IRL 08/23 USD 2266.33 -0.9 17.6 7.6
PAC BASIN (X JPN) B AS EQ IRL 08/23 USD 2428.05 -0.5 18.3 8.2
PAN EUROPEAN EQUITY A EU EQ IRL 08/23 EUR 985.58 2.4 10.8 -3.9
PAN EUROPEAN EQUITY B EU EQ IRL 08/23 EUR 1054.71 2.8 11.5 -3.3
US EQUITY A US EQ IRL 08/23 USD 823.60 -5.6 2.7 -9.8
US EQUITY B US EQ IRL 08/23 USD 885.19 -5.3 3.4 -9.2
US SMALL CAP EQUITY A US EQ IRL 08/23 USD 1246.68 -3.3 5.3 -10.0
US SMALL CAP EQUITY B US EQ IRL 08/23 USD 1340.80 -2.9 5.9 -9.4

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
A company of Amundi Group
Bonds ConvEurope A EU BD LUX 08/23 EUR 32.47 9.5 10.9 2.5
Bonds Eur Corp A EU BD LUX 08/20 EUR 24.03 4.0 6.1 5.1
Bonds Eur Hi Yld A EU BD LUX 08/20 EUR 22.19 7.8 17.7 7.4
Bonds EURO A EU BD LUX 08/23 EUR 43.41 5.8 6.4 7.8
Bonds Europe A EU BD LUX 08/23 EUR 41.85 7.0 6.5 7.7
Bonds US MtgBkSec A US BD LUX 04/29 USD 24.41 -4.7 11.9 0.0
Bonds World A GL BD LUX 08/20 USD 43.45 3.4 4.5 6.8
Eq. AsiaPac Dual Strategies A AS EQ LUX 08/23 USD 9.92 -4.8 13.0 1.1
Eq. China A AS EQ LUX 08/23 USD 21.75 -9.9 4.2 5.1
Eq. Concentrated Euroland A EU EQ LUX 08/23 EUR 82.93 -10.8 -4.8 -12.6
Eq. ConcentratedEuropeA EU EQ LUX 08/23 EUR 27.33 1.2 9.1 -6.3
Eq. Emerging Europe A EU EQ LUX 08/23 EUR 26.52 12.6 36.5 -7.7
Eq. Equities Global Energy OT EQ LUX 08/23 USD 15.45 -14.8 -6.3 -20.1
Eq. Euroland A EU EQ LUX 08/23 EUR 10.01 -7.5 0.6 -11.6
Eq. Euroland MidCapA EU EQ LUX 04/30 EUR 14.61 1.4 -45.7 -33.8
Eq. Euroland Small Cap A EU EQ LUX 08/20 EUR 142.51 1.0 12.6 -2.8
Eq. EurolandCyclclsA OT EQ LUX 08/23 EUR 17.63 -0.9 8.7 -7.5
Eq. EurolandFinancialA OT EQ LUX 08/23 EUR 10.05 -11.2 -10.8 -13.6
Eq. Glbl Emg Cty A GL EQ LUX 08/23 USD 8.66 -10.5 1.2 -6.4
Eq. Global A GL EQ LUX 08/23 USD 25.94 -6.9 2.7 -7.6

Eq. Global Resources A GL EQ LUX 08/23 USD 109.36 0.1 18.0 -4.6
Eq. Gold Mines A OT EQ LUX 08/23 USD 33.46 10.4 31.6 19.3
Eq. India A EA EQ LUX 08/23 USD 138.27 5.8 27.5 8.9
Eq. Japan CoreAlpha A JP EQ LUX 08/23 JPY 6936.55 -4.4 -13.4 -9.2
Eq. Japan Sm Cap A JP EQ LUX 08/23 JPY 960.44 -10.2 -15.6 -10.5
Eq. Japan Target A JP EQ LUX 08/24 JPY 1502.93 -8.2 -18.3 -9.3
Eq. Latin America A GL EQ LUX 08/23 USD 112.93 -2.9 19.1 -3.9
Eq. US ConcenCore A US EQ LUX 08/23 USD 21.42 -5.2 5.8 -4.7
Eq. US Focused A US EQ LUX 08/23 USD 14.71 -7.3 -2.9 -19.0
Eq. US Lg Cap Gr A US EQ LUX 08/23 USD 14.13 -7.4 1.3 -13.1
Eq. US Mid Cap A US EQ LUX 08/23 USD 30.43 1.8 14.4 -4.0
Eq. US Multi Strg A US EQ LUX 08/23 USD 20.26 -4.8 2.4 -11.6
Eq. US Rel Val A US EQ LUX 08/23 USD 19.32 -6.2 0.1 -11.9
Eq. US Sm Cap Val A US EQ LUX 08/23 USD 14.89 -6.6 -2.4 -18.9
Money Market EURO A EU MM LUX 08/23 EUR 27.46 0.2 0.3 1.4
Money Market USD A US MM LUX 08/23 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 08/19 USD 827.01 -14.0 -17.7 -27.2
MENA Special Sits Fund OT OT BMU 07/29 USD 1082.33 0.3 1.5 NS
UAE Blue Chip Fund OT OT ARE 08/19 AED 4.64 -13.0 -21.0 -34.5

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

n YMR-N Series
YMR-N Growth Fund JP EQ IRL 08/24 JPY 8101.00 -14.3 -15.4 -18.0
YMR-N Small Cap Fund JP EQ IRL 08/24 JPY 5782.00 -17.5 -22.6 -17.7

n Yuki 77 Series
Yuki 77 General JP EQ IRL 08/24 JPY 5057.00 -17.8 -23.0 -23.6

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 08/24 JPY 5859.00 -14.2 -14.6 -19.4
Yuki Chugoku JpnLowP JP EQ IRL 08/24 JPY 6968.00 -7.6 -19.6 -17.9

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 08/24 JPY 3869.00 -17.2 -20.2 -24.6
Yuki Hokuyo Jpn Inc JP EQ IRL 08/24 JPY 4607.00 -12.2 -17.8 -20.6
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 08/24 JPY 4194.00 -17.8 -23.5 -18.2

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III JP EQ IRL 08/24 JPY 3653.00 -17.4 -21.3 -26.4
Yuki Mizuho Jpn Dyn Gro JP EQ IRL 08/24 JPY 3872.00 -17.0 -21.6 -26.4
Yuki Mizuho Jpn Exc 100 JP EQ IRL 08/24 JPY 5729.00 -17.8 -18.6 -21.5
Yuki Mizuho Jpn Gen JP EQ IRL 08/24 JPY 7455.00 -13.5 -16.5 -19.1
Yuki Mizuho Jpn Gro JP EQ IRL 08/24 JPY 5439.00 -14.5 -19.8 -20.0
Yuki Mizuho Jpn Inc JP EQ IRL 08/24 JPY 6865.00 -10.1 -15.5 -21.3
Yuki Mizuho Jpn Lg Cap JP EQ IRL 08/24 JPY 4393.00 -15.3 -18.2 -21.3
Yuki Mizuho Jpn LowP JP EQ IRL 08/24 JPY 10177.00 -12.0 -20.9 -15.7
Yuki Mizuho Jpn PGth JP EQ IRL 08/24 JPY 6406.00 -19.5 -24.9 -25.1
Yuki Mizuho Jpn SmCp JP EQ IRL 08/24 JPY 5948.00 -16.7 -20.8 -16.3
Yuki Mizuho Jpn Val Sel AS EQ IRL 08/24 JPY 4901.00 -13.2 -19.4 -18.1
Yuki Mizuho Jpn YoungCo AS EQ IRL 08/24 JPY 2290.00 -16.0 -26.4 -19.6

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 08/24 JPY 4694.00 -13.4 -16.7 -20.0
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MARKETS

They thought
they were saving
the stock market.
They ended up
maiming it.

The May 6
“flash crash” was the culmination
of 35 years of relentless stock-
market reform, much of it rightly
making the markets cheaper and
faster, largely free from the 20th-
century market makers who
feasted on huge trading spreads
and occasional chicanery.

Yet somehow we have wound
up right where we began: with a
market that many perceive as
prone to gaming by a cadre of
insiders. Only this time, instead of
wielding the biggest, baddest
berth on the New York Stock
Exchange floor, they are wielding
the biggest, baddest computers.

When BlackRock Inc. surveyed
380 financial advisers earlier this
summer about the flash crash,
their perceptions said it all: The
mayhem had been primarily
caused by an “overreliance on
computer systems and some types
of high frequency trading”

strategies that roam the market
en masse, looking to pick off
pennies of profit.

Today, small investors are
fleeing the equities markets in
droves, according to data from the
Investment Company Institute,
pulling out a net $34 billion from
stock funds so far this year.
Institutional investors, says Justin
Schack, vice president of market-
structure analysis at New York
brokerage Rosenblatt Securities,
are suspicious. Even though they
have benefitted from shrinking
trading costs, he says, “trading
feels different than it used to.”

In coming weeks, the U.S.
Securities and Exchange
Commission and the Commodity
Futures Trading Commission are
expected to release their report
on the frantic hours of May 6. No
doubt their work will home in on
the interplay between myriad
exchanges and high-frequency
traders, whose volume now
accounts for an estimated two-
thirds of all trading.

The irony is that this is the
system both Congress and the SEC
worked decades to set up:
competitive and “flat,” shorn of
hierarchy, where trades are routed
to the best price on any open
market and commissions are

relentlessly squeezed.
Behind these changes,

beginning in 1975, was a zeal to
liberate the individual investor
from the clutches of the market
makers who made a good living
taking “eighths”—12.5 cents—for
every share bought and sold.

The government later found
Nasdaq dealers were even more
gluttonous than first imagined.
And by the time the last big
market reforms were issued in
2005, the intent was to “give
investors, particularly retail
investors, greater confidence that
they will be treated fairly,” the
SEC said at the time.

As spreads squeezed from
eighths to pennies, a new batch of
electronic-trading networks
blinked into action. Volume
trading was the only way to make
money. Those high-frequency
traders now making the markets
have only the option—and not the
responsibility—to step in at a time
of distress like the flash crash.

In other words, we have traded
cheaper up-front costs for
unknown back-end ones. That is
exactly what is spooking the same
investors the SEC vowed to
protect in 2005.

Twitter.com/dkberman

[ THE GAME ]

BY DENNIS K. BERMAN

U.S. created stock solution
that put investors in a fix

Circuit breakers
halt big LSE losses

LONDON—Circuit breakers pre-
vented sudden losses in five stocks
Monday afternoon on the London
Stock Exchange from causing a
wider market crash, the exchange’s
operator said.

The prices of five LSE-listed
stocks—BT Group PLC, Hays PLC,
Next PLC, Northumbrian Water
Group PLC and United Utilities
Group PLC—started to fall at 2 p.m.
local time.

The cause is unknown, but bro-
kers who were watching the market
at the time said Tuesday it looked
like a “fat finger” trade.

That is what they call a transac-
tion in which a trader pushes a
wrong key or sequence of keys, or
there is a glitch in a trading algo-
rithm that automatically generates
orders.

The impact of the sell-off was
limited, however, because the LSE’s
automatic circuit breakers kicked in
when the losses in these stocks
neared 10% and trading in them was
suspended.

The exchange then canceled all
sell orders on the stocks and re-
opened trading after five minutes,
at which time the shares rebounded
within a few minutes to their levels
before the mini-crash.

The FTSE 100 index, which had
traded down 0.8% to 5138 between
12:45 and 1:15 p.m., was unaffected

by the sudden fall of the five shares,
hovering at the 5150 level through-
out.

The London Stock Exchange
Group PLC heralded the interven-
tion as a small victory at a time
when the European market model
has been called into question follow-
ing the May 6 “flash crash,” when
the Dow Jones Industrial Average
fell nearly 1,000 points after a simi-
lar sell-off in a handful of stocks
that wasn’t stopped.

“At around 14:00, our circuit
breakers were triggered in a num-
ber of securities on the Exchange’s
order book,” a spokesman for the
LSE said. “These circuit breakers
are built into the exchange’s sys-
tems to track the prices at which
automatic executions are occurring
and will halt execution if certain
price-movement tolerances could be
breached.”

The cause of the May 6 flash
crash is being investigated by U.S.
regulators, but the fact that brokers
could continue selling because dif-
ferent trading venues had different
circuit-breaker rules is believed to
have been a factor. Circuit breakers
have been triggered on a few occa-
sions on U.S. exchanges since the
flash crash.

BT Group, Hays and Northum-
brian Water Group declined to com-
ment, while Next and United Utili-
ties were unavailable for comment.

—More at eFinancialNews.com

BY LUKE JEFFS
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Obama administration counts on
CIA man for relations with Kabul

The Obama administration has
turned to the Central Intelligence
Agency’s station chief in Afghani-
stan to troubleshoot Washington’s
precarious relationship with Presi-
dent Hamid Karzai, propelling the
undercover officer into a critical
role normally reserved for diplo-
mats and military chiefs.

The station chief has become a
pivotal behind-the-scenes power
broker in Kabul, according to U.S.
officials as well as current and for-
mer diplomats and military figures.
In April, when Mr. Karzai lashed out
against his Western partners, it was
the station chief who was tapped by
the White House to calm the Afghan
president.

The station chief’s position be-
came more crucial following the
June firing of Gen. Stanley Mc-
Chrystal, perhaps the only other se-
nior American who had a close rela-
tionship with Mr. Karzai, U.S.
officials say.

The unusual diplomatic channel
is in part a measure of how fragile
U.S. relations with the mercurial Af-
ghan president are. “Karzai needs
constant reassurance,” said one of
the stations chief’s former col-
leagues, and the chief is his “secu-
rity blanket.”

The CIA’s prominent role in Af-
ghanistan is fraught, the spy agency
having clashed at times with the of-
ficial diplomatic mission. That has
complicated the civilian component
of the U.S. military surge.

In particular, the station chief’s
role has led to tensions with the U.S.
ambassador to Afghanistan, Karl
Eikenberry. Officials said the ambas-
sador objected last fall to the return
to Kabul of the station chief, who
had held the same post earlier in
the war. Mr. Eikenberry declined to
comment, as did the State Depart-
ment.

The relationship with Mr. Karzai
isn’t handled on a daily basis by the
station chief; rather, he is called on
at critical times. With the adminis-
tration trying to get all of its lead-
ers in Afghanistan on the same page
following Gen. McChrystal’s dis-
missal, others including Mr. Eiken-
berry and new Allied commander
Gen. David Petraeus, as well as se-
nior North Atlantic Treaty Organiza-
tion officials, also are working to
build closer relations with Mr. Kar-
zai. Some officials worry the U.S.
dependence on personal relation-
ships to deal with Kabul is insuffi-
cient. It’s “becoming a substitute for
a political approach to the Afghan
government that is really missing,”
said one former military official.

The Obama administration said
that it isn’t overly reliant on per-

sonal relationships, and that its fo-
cus is on establishing broad shared
policy goals. “If we have agreement
about the strategic direction and
the goals we’re trying to achieve, we
can weather those periods of ten-
sion,” a senior administration offi-
cial said.

The CIA said it doesn’t discuss
individual officers serving overseas.
“Our chiefs are chosen for their op-
erational skill, leadership ability,
and area knowledge,” said George
Little, a CIA spokesman.

The station chief, a former Ma-
rine in his 50s, is known to some
colleagues by his nickname, “Spi-
der.” The CIA didn’t make him avail-
able for an interview.

Besides his relationship with Mr.
Karzai, he serves the more tradi-
tional role of running CIA opera-
tions in Afghanistan, a growing
component of the war. The CIA is
expanding its presence there by 20%
to 25%, in its largest surge since
Vietnam. The several hundred offic-
ers assigned to Afghanistan out-
number those in Iraq at the height
of that war.

The station chief has had a close

relationship with his military coun-
terparts. He and Gen. McChrystal
forged ties in Iraq and Afghanistan,
colleagues say.

The chief met Mr. Karzai before
the Afghan war, when U.S. officials
were working with Mr. Karzai and
other Afghan tribal leaders against
the Taliban. Mr. Karzai was in Paki-
stan, where the chief and his intelli-
gence colleagues were trying to
hunt down Osama bin Laden and al
Qaeda. After Sept. 11, 2001, as the
CIA prepared for the U.S. invasion
to rout al Qaeda’s Taliban protec-
tors, the chief was assigned the job
of working with Mr. Karzai.

“He’s spent time with Karzai like
no one else has,” said a former se-
nior intelligence official.

In the chaos of battle in Decem-
ber 2001, a U.S. military officer acci-
dentally ordered a bomb drop on a
meeting between Mr. Karzai and
other tribal leaders. The chief leapt
on Mr. Karzai to shield him, U.S. and
Afghan officials say. He was credited
with saving the soon-to-be Afghan
president, cementing their relation-
ship.

A senior Afghan official said Mr.

Karzai and his staff appreciate the
chief’s straightforward approach.
The official recalled frank early dis-
cussions between Afghan and CIA
officials about complicated issues
such as the need to work with crim-
inals and powerful warlords.

The chief was part of a team that
launched Operation Anaconda, a
2002 offensive against al Qaeda in-
volving CIA operatives, U.S. Special
Forces and Afghan fighters. When
Afghan forces came under fire, the
chief led them to safety, said former
colleagues, earning an agency award
for heroism. That operation also
bolstered the relationship with Mr.
Karzai.

The chief left the Marines in the
1970s to join the CIA’s paramilitary
operations unit, known as the
Ground Branch of the Special Activi-
ties Division. Agency veterans say
the unit was active in the 1980s in
Central America and helped train
Afghans then fighting Soviet forces.
He served as a base chief in Bosnia
and later spent time in Iraq.

In 2004 he began his first stint
as station chief in Kabul, where the
focus was hunting down high-value
targets. He also began his role of
smoothing out rough patches with
Afghanistan’s president.

“Karzai goes through these
moods, and [the station chief] was
one of the people who could get
through to him,” said a former
Western military official.

The CIA rotates station chiefs
frequently. When Kabul was due for
a new one last fall, the leading can-
didate didn’t pass muster with the
State Department or Mr. Karzai,
people familiar with the matter said.
Mr. Karzai pushed for the return of
the former station chief, then in the
U.S. and considering retirement. The
CIA’s appointment went through de-
spite the opposition of Ambassador
Eikenberry, officials said.

The station chief returned to Af-
ghanistan for an unusual second
tour in late 2009 just before a CIA
disaster—seven officers killed by a
Jordanian informant who turned out
to be a double agent and suicide
bomber. The chief isn’t considered
responsible for missteps in handling
the agent, say people familiar with
the CIA’s review of the incident.

Winning Mr. Karzai’s cooperation
is central to U.S. strategy, especially
when controversies arise over issues
such as corruption and handling
reconciliation with Taliban mem-
bers. The Afghan president doesn’t
trust many of the U.S. officials as-
signed to his nation. The station
chief now is expected to play a key
role smoothing the way for Gen. Pe-
traeus.

—Julian E. Barnes
contributed to this article.

BY SIOBHAN GORMAN

President Hamid Karzai on a visit to Arlington National Cemetery in May.
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U.S. troop level in Iraq falls below 50,000
BAGHDAD—The U.S. military in

Iraq said Tuesday that the number
of U.S. soldiers in the country has
now fallen below 50,000, a milestone
accomplished ahead of the formal
end of its combat mission slated for
Aug. 31.

The Obama administration prom-
ised to draw down forces to 50,000
noncombatants by the end of this

month. According to the terms of a
bilateral security pact between Iraq
and the U.S., all U.S. troops are to be
out of Iraq by the end of 2011.

The shift in the U.S. mission in
Iraq is taking place amid continued
violence—albeit at levels signifi-
cantly lower than the early years af-
ter 2003 U.S.-led invasion—and
amid a political crisis that has ham-
pered the formation of a new gov-
ernment since the March 7 polls.

Still, Washington has in recent
days painted the deadline as a mo-
ment of great import. Speaking
Tuesday from the president’s vaca-
tion venue of Martha’s Vineyard,
Mass., White House counterterror-
ism and homeland security adviser
John Brennan said the Iraq draw-
down—a week ahead of sched-
ule—“demonstrates the capability of
the Iraqi security forces, who have
increasingly moved into the lead in

providing security for the country.”
In its statement Tuesday, the mil-

itary affirmed that the U.S. troops
remaining in Iraq “until the end of
our mission in December 2011”
would train and assist Iraqi security
forces and continue to work in part-
nership with them in “counterterror-
ism operations” as well as support
efforts by the U.S. State Department
and nongovernmental organizations
to build Iraqi “civil capacity.”

BY SAM DAGHER

WORLD NEWS

Residents
flee city
of fighters
in Yemen

SANA’A, Yemen—As many as
80,000 people have fled the south
Yemen city of Loder, after the cen-
tral government tightened a siege
that has already left more than 30
people dead, according to the inte-
rior ministry.

Over the weekend, the govern-
ment distributed pamphlets urging
civilians to leave the city, which of-
ficials allege is a stronghold for al
Qaeda-linked militants and fighters
connected with the separatist
Southern Movement. A Yemeni se-
curity official said most civilians
had left the city, as well as some
militants. Witnesses said hordes of
people left Loder over the weekend.

It is unclear what plans the Ye-
meni government has for the city,
but the scale of the exodus suggests
it is gearing up for a major offen-
sive. The military has claimed a
number of victories in skirmishes in
and around the city in recent days.
Col. Adul Razzaq al Marwani, a Ye-
meni security official stationed
nearby, said a senior Saudi al Qaeda
leader had been killed during recent
clashes around Loder.

The army also reported the
death of 27-year-old Adel Saleh Har-
adaba, who officials believe to be al
Qaeda’s second-in-command in
Loder. But several previous claims
by Yemen of al Qaeda deaths during
its most recent offensive against the
group have proved to be incorrect.

The interior ministry said Tues-
day that five al Qaeda members
have been killed and three injured
since Thursday and that large
stashes of weapons, including rock-
ets and antitank weapons, were dis-
covered during raids. Some of the
militants are believed to be foreign,
including some from Saudi Arabia
and Pakistan, according to officials.

Security officers say Loder, situ-
ated in the restive province of Ab-
yan, is home to about 200 al Qaeda
members and 200 militants affili-
ated with the Southern Movement,
a loose coalition of groups demand-
ing increased autonomy for former
South Yemen.

The strength of the alliance be-
tween the two groups is uncertain.
Some Southern Movement groups
say they aren’t affiliated with al
Qaeda and often raise the American
flag at separatist rallies.

The siege of Loder is a departure
for the Sana’a government, which
has previously focused on targeted
attacks and small-scale operations
against al Qaeda leaders. Sana’a
stepped up its offensive against al
Qaeda last year amid Western and
Arab allies’ concerns that fighters
from elsewhere were seeking safe
haven in Yemen.

The push against al Qaeda inten-
sified after a Nigerian man, accused
of attempting to blow up a Detroit-
bound flight on Christmas Day, said
he received training in Yemen. Ye-
men’s al Qaeda affiliate later
claimed responsibility for the at-
tack.

Assassinations and grenade at-
tacks in Abyan have increased over
the past two months. On Friday, mil-
itants fired a rocket-propelled gre-
nade into an armored car, killing 11
soldiers.

BY OLIVER HOLMES
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Data as shown is for information purposes only. No offer is being made by
Morningstar, Ltd. or this publication. Funds shown aren’t registered with the
U.S. Securities and Exchange Commission and aren’t available for sale to United
States citizens and/or residents except as noted. Prices are in local currencies.
All performance figures are calculated using the most recent prices available.
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n ALLIANCE BERNSTEIN
www.alliancebernstein.com/investments Tel. +800 2263 8637
Am Blend Portfolio A US EQ LUX 08/23 USD 9.49 -8.5 -0.8 -11.4
Am Blend Portfolio I US EQ LUX 08/23 USD 11.21 -8.3 -0.3 -10.8
Am Growth A US EQ LUX 08/23 USD 27.55 -11.8 -0.7 -6.0
Am Growth B US EQ LUX 08/23 USD 23.01 -12.4 -1.8 -7.0
Am Growth I US EQ LUX 08/23 USD 30.69 -11.4 0.1 -5.3
Am Income A US BD LUX 08/23 USD 8.94 9.6 17.4 11.2
Am Income A2 US BD LUX 08/23 USD 20.96 10.1 17.5 11.2
Am Income B US BD LUX 08/23 USD 8.94 9.2 16.5 10.3
Am Income B2 US BD LUX 08/23 USD 17.98 9.6 16.6 10.4
Am Income I US BD LUX 08/23 USD 8.94 10.0 18.0 11.8
Emg Mkts Debt A GL BD LUX 08/23 USD 16.85 12.4 23.3 14.8
Emg Mkts Debt A2 GL BD LUX 08/23 USD 22.68 12.8 23.3 14.8

Emg Mkts Debt B GL BD LUX 08/23 USD 16.85 11.8 22.2 13.7
Emg Mkts Debt B2 GL BD LUX 08/23 USD 21.71 12.1 22.1 13.7
Emg Mkts Debt I GL BD LUX 08/23 USD 16.85 12.7 23.9 15.4
Emg Mkts Growth A GL EQ LUX 08/23 USD 33.90 -2.2 16.0 -3.1
Emg Mkts Growth B GL EQ LUX 08/23 USD 28.54 -2.8 14.8 -4.1
Emg Mkts Growth I GL EQ LUX 08/23 USD 37.78 -1.6 16.9 -2.3
Eur Growth A EU EQ LUX 08/23 EUR 7.38 5.0 11.5 -4.7
Eur Growth B EU EQ LUX 08/23 EUR 6.59 4.3 10.4 -5.7
Eur Growth I EU EQ LUX 08/23 EUR 8.08 5.3 12.4 -4.0
Eur Income A EU BD LUX 08/23 EUR 6.96 9.0 17.2 10.3
Eur Income A2 EU BD LUX 08/23 EUR 14.08 9.4 17.1 10.3
Eur Income B EU BD LUX 08/23 EUR 6.96 8.6 16.5 9.6
Eur Income B2 EU BD LUX 08/23 EUR 13.04 8.9 16.3 9.5
Eur Income I EU BD LUX 08/23 EUR 6.96 9.4 17.8 10.9
Eur Strat Value A EU EQ LUX 08/23 EUR 8.36 -2.0 3.6 -11.9
Eur Strat Value I EU EQ LUX 08/23 EUR 8.59 -1.7 4.2 -11.2
Eur Value A EU EQ LUX 08/23 EUR 9.00 -2.2 4.2 -8.5
Eur Value B EU EQ LUX 08/23 EUR 8.23 -2.7 3.3 -9.4
Eur Value I EU EQ LUX 08/23 EUR 10.45 -1.6 5.0 -7.8
Gl Balanced (Euro) A EU BA LUX 08/23 USD 14.52 NS NS NS
Gl Balanced (Euro) B EU BA LUX 08/23 USD 14.05 NS NS NS
Gl Balanced (Euro) C EU BA LUX 08/23 USD 14.38 NS NS NS
Gl Balanced (Euro) I EU BA LUX 08/23 USD 14.85 NS NS NS
Gl Balanced A US BA LUX 08/23 USD 15.93 -3.3 3.2 -5.5
Gl Balanced B US BA LUX 08/23 USD 15.05 -4.0 2.2 -6.5
Gl Balanced I US BA LUX 08/23 USD 16.59 -2.9 3.9 -4.9
Gl Bond A US BD LUX 08/23 USD 9.74 7.9 11.6 8.9
Gl Bond A2 US BD LUX 08/23 USD 17.31 8.1 11.7 8.9
Gl Bond B US BD LUX 08/23 USD 9.74 7.3 10.6 7.8
Gl Bond B2 US BD LUX 08/23 USD 15.06 7.4 10.5 7.8
Gl Bond I US BD LUX 08/23 USD 9.74 8.2 12.2 9.5
Gl Conservative A US BA LUX 08/23 USD 14.77 0.5 5.2 0.1

Gl Conservative A2 US BA LUX 08/23 USD 17.02 0.5 5.2 0.1
Gl Conservative B US BA LUX 08/23 USD 14.74 -0.1 4.1 -0.9
Gl Conservative B2 US BA LUX 08/23 USD 16.07 -0.1 4.1 -0.8
Gl Conservative I US BA LUX 08/23 USD 14.87 1.0 6.0 1.0
Gl Eq Blend A GL EQ LUX 08/23 USD 10.42 -10.6 -2.6 -15.7
Gl Eq Blend B GL EQ LUX 08/23 USD 9.72 -11.2 -3.6 -16.5
Gl Eq Blend I GL EQ LUX 08/23 USD 11.05 -10.2 -1.8 -15.0
Gl Growth A GL EQ LUX 08/23 USD 38.00 -9.3 0.1 -15.8
Gl Growth B GL EQ LUX 08/23 USD 31.52 -9.9 -0.9 -16.6
Gl Growth I GL EQ LUX 08/23 USD 42.41 -8.9 0.9 -15.1
Gl High Yield A US BD LUX 08/23 USD 4.53 9.6 25.6 11.6
Gl High Yield A2 US BD LUX 08/23 USD 10.20 10.2 25.6 11.6
Gl High Yield B US BD LUX 08/23 USD 4.53 8.9 24.3 10.3
Gl High Yield B2 US BD LUX 08/23 USD 16.29 9.5 24.4 10.5
Gl High Yield I US BD LUX 08/23 USD 4.53 9.9 26.4 12.4
Gl Thematic Res A GL EQ LUX 08/23 USD 14.02 -4.8 7.0 1.5
Gl Thematic Res B GL EQ LUX 08/23 USD 12.18 -5.5 5.9 0.5
Gl Thematic Res I GL EQ LUX 08/23 USD 15.71 -4.4 7.9 2.3
Gl Value A GL EQ LUX 08/23 USD 9.85 -11.6 -4.6 -15.4
Gl Value B GL EQ LUX 08/23 USD 8.99 -12.2 -5.7 -16.2
Gl Value I GL EQ LUX 08/23 USD 10.53 -11.1 -3.9 -14.7
India Growth A EA EQ LUX 08/23 USD 138.32 9.0 33.9 NS
India Growth AX EA EQ LUX 08/23 USD 121.13 9.2 34.3 16.0
India Growth B EA EQ LUX 08/23 USD 143.96 8.3 32.6 NS
India Growth BX EA EQ LUX 08/23 USD 102.87 8.5 32.9 14.8
India Growth I EA EQ LUX 08/23 USD 125.93 9.5 35.0 16.5
Int'l Health Care A OT EQ LUX 08/23 USD 126.06 -8.3 1.3 -8.4
Int'l Health Care B OT EQ LUX 08/23 USD 105.64 -8.9 0.3 -9.3
Int'l Health Care I OT EQ LUX 08/23 USD 138.44 -7.8 2.1 -7.6
Int'l Technology A OT EQ LUX 08/23 USD 104.36 -5.4 9.1 -6.7
Int'l Technology B OT EQ LUX 08/23 USD 89.85 -6.0 8.0 -7.6
Int'l Technology I OT EQ LUX 08/23 USD 117.62 -4.9 10.0 -6.0

Japan Blend A JP EQ LUX 08/23 JPY 5387.00 -10.6 -13.4 -18.6
Japan Growth A JP EQ LUX 08/23 JPY 5084.00 -13.4 -16.1 -20.3
Japan Growth I JP EQ LUX 08/23 JPY 5259.00 -13.0 -15.4 -19.7
Japan Strat Value A JP EQ LUX 08/23 JPY 5711.00 -6.7 -9.6 -16.7
Japan Strat Value I JP EQ LUX 08/23 JPY 5893.00 -6.2 -8.8 -16.1
Real Estate Sec. A OT EQ LUX 08/23 USD 14.47 0.8 10.6 -6.9
Real Estate Sec. B OT EQ LUX 08/23 USD 13.14 0.2 9.5 -7.9
Real Estate Sec. I OT EQ LUX 08/23 USD 15.63 1.4 11.5 -6.2
Short Mat Dollar A US BD LUX 08/23 USD 7.33 2.5 7.3 2.3
Short Mat Dollar A2 US BD LUX 08/23 USD 10.06 2.8 7.4 2.3
Short Mat Dollar B US BD LUX 08/23 USD 7.33 2.3 6.9 1.8
Short Mat Dollar B2 US BD LUX 08/23 USD 9.98 2.5 6.9 1.7
Short Mat Dollar I US BD LUX 08/23 USD 7.33 2.8 7.9 2.8
US Thematic Portfolio A EUR H US EQ LUX 08/23 EUR 14.86 NS NS NS
US Thematic Portfolio B EUR H US EQ LUX 08/23 EUR 14.85 NS NS NS
US Thematic Portfolio C EUR H US EQ LUX 08/23 EUR 14.86 NS NS NS
US Thematic Portfolio I EUR H US EQ LUX 08/23 EUR 14.88 NS NS NS
US Thematic Research A US EQ LUX 08/23 USD 8.27 -3.0 3.2 -6.5
US Thematic Research B US EQ LUX 08/23 USD 7.56 -3.7 2.2 -7.5
US Thematic Research I US EQ LUX 08/23 USD 8.95 -2.5 4.2 -5.8

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 08/23 GBP 7.84 -4.9 5.9 -1.6
Andfs. Borsa Global GL EQ AND 08/23 EUR 6.04 -7.0 0.8 -12.7
Andfs. Emergents GL EQ AND 08/23 USD 16.31 -6.0 9.5 -2.4

FUND SCORECARD
Sector Equity Financial Services
Funds that invest in equities of companies in the financial services sector. 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 24, 2010

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

NS eQ Emerging AS Trigon Funds EUREST 13.48 39.74 16.65 NS
Financials

NS Trigon AS Trigon Funds EUREST 12.74 32.67 NS NS
Emerging Financials C

3 Clariden Leu Clariden Leu AG EURLUX 17.35 15.26 -4.23 -5.71
(Lux) Emerging Fincl Eq B

3 UBS (Lux) EF UBS Equity Fund EURLUX 10.15 14.65 -1.30 -6.71
Financial Svcs EUR P Acc Management Company S.A.

4 FF - Glbl Fidelity (FIL EURLUX 6.95 14.32 1.04 -1.55
Financial Services A Euro (Luxembourg) S.A.)

4 Sanlam Sanlam Asset Mgmt USDIRL -1.51 14.27 -1.84 6.67
Global Financial B (Ireland) Ltd

4 Terra Terra Forvaltning NOKNOR 2.31 13.80 0.57 -1.13
Utbytte AS

3 NEF Nord Est Asset EURLUX 2.01 12.92 -8.46 NS
Immobiliare R Management

3 KBC Equity KBC Asset EURBEL 4.77 10.27 -2.82 -6.22
Finance Acc Management N.V.

3 Robeco New Robeco Asset EURLUX 7.12 10.14 -1.82 -7.08
World Financials D EUR Management

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

Phone: +44 (0)203 107 0038; Fax: +44 (0)203 107 0001

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

MARKETS
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12-month and 2-year returns may be calculated over 11- and 23-month periods
pending receipt and publication of the last month end price.
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n ALEXANDRA INVESTMENT MANAGEMENT
Alexandra Convertible Bond Fund I, Ltd. (Class A) OT OT VGB 07/30 USD 2135.40 26.3 57.1 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

Earlier in Tuesday’s trading day,
investors largely shrugged off the
release of better-than-expected
euro-zone industrial new-orders
data, which showed factory orders
rose 2.5% in June from May, versus
expectations of a 1.5% increase.

Late in New York, the euro was at
$1.2679, from $1.2663 late Monday,
and sterling was at $1.5431 from
$1.5516. The dollar was at 84.20 yen
from 85.22 yen, after hitting 83.58
yen, its lowest level since 1995, fol-
lowing the housing data. The dollar
was at 1.0303 Swiss francs, from
1.0412 francs.

Light, sweet crude for October
delivery settled down $1.47 at
$71.63 a barrel on the New York
Mercantile Exchange. Gold for Au-
gust delivery added 0.4% at
$1,231.80 a troy ounce on the Comex
division of Nymex.

The stronger yen, combined with
growing market exasperation over
Japan’s failure to tackle its eco-
nomic issues, sent the Nikkei Stock
Average to a 15-month low below
9000 and into bear-market territory.

With currency-sensitive exporters
in the lead, the Nikkei fell 1.3% to
8995.14, culminating a 21% tumble
from its peak of 11339.30 on April 5.

The index is now at its lowest
level since May 2009, when the
market was struggling out of the
2008 global financial crisis.

The ever-stronger yen was seen
as the main culprit in the selloff,
since it badly undercuts the profit-
ability of bedrock corporates such

Continued from page 17 as Sony, which dropped 3.7%, and
Nikon, which skidded 4%.

Trying to put the brakes on the
heavy selling of yen, Japanese Fi-
nance Minister Yoshihiko Noda
called an evening news conference
at which he described the yen’s
sharp rise as “one-sided.”

He warned that disorderly for-
eign-exchange moves could hurt
economic stability, but he avoided
talk of any intervention.

Australia’s S&P/ASX 200 fell 1.1%
to 4381.34, and Hong Kong’s Hang
Seng Index was off 1.1% to close at
20658.71.

In major market action:
Vedanta Resources skidded 7.6% af-
ter Indian authorities rejected the
firm’s plan to mine for bauxite in
the state of Orissa.

Copper miner Antofagasta
dropped 1.5% after the group an-
nounced a 91% jump in first-half
profit, but also said copper produc-
tion would be below its original
forecast for the year.

Other mining stocks also lost
ground, with Rio Tinto dropping
4.3% and Anglo American falling
1.8%.

In Germany, shares of Heidel-
bergCement fell 4.9%, making the
firm the biggest decliner in the DAX
stock index.

Shares of steelmaker Thyssen-
Krupp dropped 2.4%.

Among a handful of stocks trad-
ing in the green was U.K. home
builder Persimmon, which gained
0.4% after higher sales volumes and
a stronger average selling price

boosted profit and helped give the
board the confidence to reinstate
dividend payments.

Other house builders traded
lower, with Barratt Developments
ending down 3.2%.

Bank stocks were also down
across the board, with France’s So-
ciété Générale and BNP Paribas
among the worst performers. They
lost 1.4% and 2.1%, respectively.

In the U.S., decliners handily out-
paced gainers in NYSE Composite
volume, which was thin.

The materials sector led the
S&P 500’s drop as investors fretted
about how demand for metals could
be affected by economic weakness.

Late in the U.S. trading session,
AK Steel was down 4.8%, U.S. Steel
was off 3.6%, and Alcoa had lost
2.7%.

The health-care sector was also
weak, weighed down by a 10% tum-
ble in Medtronic. The medical-de-
vice giant’s fiscal first-quarter reve-
nue surprisingly fell and the
company cut its earnings and sales
forecasts for the year.

Volatility increased, with the Chi-
cago Board Options Exchange’s vola-
tility index, or VIX, rising as much
as 12% to reach its highest point
since early July.

The VIX was up 5.9% late in the
day.

“If people had confidence, they
wouldn’t be pouring money into
Treasury securities yielding nothing,
and paying more than $1,200 for an
ounce of gold,” said Morris Mark,
president of Mark Asset Manage-

ment. “They’re saying, ‘I don’t care
if I get no real rate of return. Just
give me my money back.’ There’s a
total lack of confidence…. There’s a
concern here that the strength of
the world economy is not going to
be able to get us out of this.”

Tyler Vernon, principal and port-
folio manager at Biltmore Capital
Advisors, said his firm is increasing

its prediction for the likelihood of a
double-dip following the report,
which he described as “sort of a to-
tal disaster.”

On Wednesday, the German Ifo
business climate index is due, while
in the U.S., durable-goods orders
and new-home sales data are on tap.
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