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The Quirk

The town that is proud to
celebrate America’s biggest
oil spill. Page 29

Editorial
& Opinion

Washington has learned
nothing from the financial
crisis. Page 11

Fuzzy link between capital rules, lending
In trying to water down

proposed rules that would
force lenders to hold more
capital, banks have deployed a
powerful argument: Such re-
quirements would cause them
to curtail lending, jeopardiz-
ing the fragile global eco-
nomic recovery.

But at least three recent
studies cast doubt on that as-
sertion, which is regarded as
virtual gospel within the
banking industry. This coun-
tervailing research suggests
that requiring banks to hold
thicker capital cushions is un-

likely to have a major effect
on the availability or price of
loans, especially if those rules
are phased in over a few
years.

“The industry has very
significantly exaggerated the
likely impact of the capital
changes,” said Douglas J. El-
liott, a fellow at the Brookings
Institution and a former J.P.
Morgan investment banker.

Mr. Elliott argued in a pa-
per earlier this year that even
a steep rise in minimum capi-
tal requirements would have a
relatively muted impact on
lending levels. Capital is less
expensive than the industry

generally argues and has only
a modest influence on banks’
willingness to provide afford-
able loans, he said.

Research like Mr. Elliott’s
has done little to curtail the
industry’s contention that
new banking regulations will
cause tremendous economic
damage. Banks are lobbying
especially hard in the Swiss
city of Basel, where officials
from 27 countries are negoti-
ating a far-reaching agree-
ment that would force banks
to hold more capital and “liq-
uid” funds on hand. The pack-
age, which is expected to be
completed ahead of a key No-

vember meeting of leaders
from the Group of 20 indus-
trialized and developing na-
tions in South Korea, is in-
tended to reduce risk across
the global banking system in
the hope of avoiding a repeat
of the recent financial crisis.

And that argument has
won some battles. The Basel
Committee on Banking Super-
vision, which is coordinating
the international banking
talks, has eased some of the
proposals that the industry
found most onerous and de-
layed full implementation of
some provisions until as late
as 2018. Now negotiators are

grappling with the crucial
question of how high a capital
threshold they should set.

The Institute of Interna-
tional Finance, a lobbying
group for many of the world’s
largest banks, published a
study in June that attempted
to gauge the collective eco-
nomic impact of regulatory
changes that include the Basel
proposals before they were
lightened. Their conclusion:
The rule changes would knock
three percentage points off
the collective gross domestic
products of the U.S., the euro
zone and Japan by 2015 and

Please turn to page 5

BY DAVID ENRICH

Israel-Lebanon clash kills four
A border clash between Is-

raeli and Lebanese soldiers on
Tuesday left at least four peo-
ple dead and raised the pros-
pect of further fighting on a
border that had seen an un-
easy quiet since a 2006 war.

This first major flare-up
on the border since a 34-day
Israel-Lebanon war in 2006
comes as tensions have been
escalating, with a reported
arms buildup by Iran-backed
Hezbollah, which largely con-
trols southern Lebanon, the
arrests of dozens of alleged
Israeli spies in Lebanon in re-
cent months, and the looming
indictments of Hezbollah offi-
cials over the 2005 assassina-
tion of former Lebanese
Prime Minister Rafiq Hariri.

The Israelis and Lebanese
offered different accounts of
the midday skirmish, which
involved Lebanese army regu-
lars and a Israeli border pa-
trol. Both sides blamed one
another for the deadly ex-
change along the rugged, hilly
border zone.

Heated words by military
leaders on both sides height-
ened the possibility of an ex-
tended conflict, instead of an
isolated lethal encounter.

The head of Israel’s north-
ern command, Maj. Gen. Gadi
Eisenkot, accused the Leba-
nese army of staging a
“planned ambush,” in an in-
terview with Israeli television.

The accusation suggested
Israel wasn’t looking to calm
tensions in an incident that
appeared to broaden a border
conflict long limited to Hez-
bollah to include Lebanon’s
national army.

“It was a planned ambush

by a sniper unit … a provoca-
tion by the Lebanese army,”
Maj. Gen. Eisenkot said.

Lebanese President Michel
Suleiman said he gave orders
to top defense officials “to
confront any violation of Leb-
anese territory or against our
people and army, using any
available means and whatever
the sacrifices are.” Prime

Minister Saad Hariri said in a
statement he had spoken with
Egyptian President Hosni
Mubarak to discuss “ways of
confronting the Israeli aggres-
sion.”

Syrian President Bashar al-
Assad said Syria would “stand
by its sister Lebanon in the
face of the criminal Israeli ag-
gression,” according to the of-

ficial Syrian Arab News
Agency.

Hezbollah didn’t appear to
have been directly involved in
the attack, but the Lebanese
army has a contingent of sol-
diers from the country Shiite
sect, from which Hezbollah
also draws its support. After
the 2006 war, Hezbollah was
accused of dragging the coun-

try into a war with Israel.
Hezbollah is likely to use

the incident to justify its
claim that the struggle
against Israel is a Lebanese
struggle, and not just Hezbol-
lah’s. “This reaction by the
Lebanese Army will suit Hez-
bollah very well and serve as
a justification for their weap-
ons arsenal,” said Hilal Kha-

shan, a political-science pro-
fessor at the American
University of Beirut.

The United Nations Secu-
rity Council began closed-
door deliberations after the
clash, with top officials at the
international body appealing
for calm.

Details of the clash
Please turn to page 9

By Charles Levinson
in Jerusalem and

Nada Raad in Beirut

A Lebanese soldier tries to clear a road for U.N. peacekeeping forces in a southern Lebanon border town Tuesday, following clashes with Israel.
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Can sterling
stretch out
its strong run?

Sterling has had a lot going for it
in recent months.

First, it isn’t the euro. Second, it
isn’t the dollar. And, third, the U.K.
economy appears to be doing quite
nicely. As a result, the pound has
climbed 11.2% against the dollar, to
$1.59, since May 18 and is well off
this year’s lows against the euro,
with the rally accelerating sharply
in the wake of strong second-quar-
ter gross-domestic-product data.

In the short term, this strength
may persist. But economic head
winds and the murky outlook for
monetary policy may be the pound’s
undoing.

Part of the strength is a revision
of the outlook for the U.K. following
May’s elections, which delivered a
coalition government committed to
faster cutting of the budget deficit
from 11% of GDP. Sterling has rallied
hand in hand with credit-default
swaps on the U.K. as fears the coun-
try’s triple-A rating was at risk have
declined sharply.

Meanwhile, the dollar has taken
over from the euro as the currency
investors love to bet against. This
has been because of rising doubts
over the strength of the U.S. recov-
ery and the possibility the Federal
Reserve will engage in further quan-
titative easing. That could cause
sterling to grind higher against the
dollar even if a more deep-rooted
economic recovery in Germany
causes it to lose ground against the
euro.

Fortunately, the pound’s rally
hasn’t extended far enough to cause
a headache for the Bank of England,
which has been happy to talk down
sterling to boost competitiveness. In
trade-weighted terms, the pound
still is more than 20% off its 2007
peak. Even so, recent U.K. data sug-
gest the economy could soften in
the second half. And with the BOE
continuing to beat the quantitative-
easing drum despite stubbornly high
inflation, monetary policy appears
to be going nowhere fast. For ster-
ling bulls, that may come as a disap-
pointment. —Richard Barley

Sanofi’s Genzyme health warning
Sanofi-Aventis should beware:

Deal making can induce dizziness.
With revenue forecast to return

to 2008 levels by 2013, the French
pharmaceutical company hopes to
boost growth with a $19 billion ac-
quisition of U.S. biotech firm Gen-
zyme. But the offer price of $69 a
share already is a stretch; Sanofi
risks overpaying.

Sanofi faces generic competition
on the bulk of its best-selling drugs
by 2012, at a speed unparalleled
among large European pharmaceuti-
cal peers. A generic version of its
best seller Lovenox received U.S. ap-
proval last month. Acquiring Gen-
zyme would give Sanofi a new pipe-
line of highly profitable treatments
for rare diseases.

Genzyme is valued at $55 to $65
a share on a stand-alone, sum-of-the-
parts valuation, according to Evolu-
tion Securities. At $70 a share, the

maximum offer price approved by
Sanofi’s board, the French group
would require capitalized synergies
of $1.34 billion to create value, or
roughly $190 million of cost savings

a year. At just more than 4% of Gen-
zyme’s 2009 sales, that looks achiev-
able. More would be challenging.

Half of Sanofi’s new-development
portfolio is in biological treatments
such as vaccines, but it lacks exper-
tise in Genzyme’s specialist biotech
field, which limits scope for savings.
There also would be execution risks.
Genzyme still is under scrutiny by
U.S. regulators after contamination
problems at one of its plants helped
drive a 12% decline in second-quar-
ter revenue.

Besides, Genzyme is likely to hold
out for a higher price. It is one of
the few remaining large, indepen-
dent biotech firms. Sanofi could face
competition from peers AstraZeneca
and GlaxoSmithKline, facing similar
patent-expiration problems, or U.S.
rival Johnson & Johnson, with its
large war chest.

Sanofi has no shortage of fire-

power. It could afford to pay more
than $90 a share and still maintain
net debt below one times 2011 earn-
ings before interest, taxes, deprecia-
tion and amortization.

But it should resist the
temptation.

Sanofi may be feeling sore over
growth, but that is no reason to lose
its head over Genzyme.

—Hester Plumridge

BMW is stepping it up a gear
Making cars people want to buy is

a better investment proposition than
making cars governments have to
bribe people to buy. Just look at
BMW, the top-performing European
auto stock this year, even as rivals
received a substantial boost from
scrapping incentives. Through design
and good fortune, an expectation-
beating second quarter could be a
harbinger of further outperformance
by the German company.

BMW shares jumped 4% after the
luxury auto maker’s second-quarter
earnings rose six-fold to €834 mil-
lion ($1.1 billion). The stock is up
37% this year, compared with 11% at
Daimler and declines at Fiat, Peu-
geot and Renault. BMW benefited
from its exposure to Asia—sales in
China, Hong Kong and Taiwan dou-
bled in the quarter—and the euro’s
weakness against the dollar. At 39%,
BMW has the highest percentage of
exported production of Europe’s auto
makers. Like rivals, BMW used the
recession to cut costs, reducing its

head count and extracting more flex-
ible working practices.

This coincided with a revamp of
the lineup just as the market re-
bounded. BMW’s new 5-series mod-
els are a sellout. The German facto-

ries making them are operating at
more than 90% of capacity. That is
good for pricing and profitability.
BMW’s 11% second-quarter operat-
ing-profit margin was ahead of its
medium-term target of 8%-10%.

Worries that these are one-offs
look misplaced even if growth slows.

BMW seems to have growing pric-
ing power across its business, with a
lower fixed-cost base. BMW’s ex-
panding model lineup, particularly
with an emphasis on fuel efficiency,
is narrowing the discount at which it
has historically sold cars to
Mercedes.

BMW might generate €5 billion in
free cash flow from 2010 to 2012,
some 20% of its market capitaliza-
tion, according to Morgan Stanley.
With the stock trading at just 7.6
times forecast 2012 earnings, a dis-
count to the more diversified Daim-
ler and Volkswagen, and below a
historical average of 11, BMW shares
don’t look expensive.

—Matthew Curtin

Miracle cure
Genzyme share price since
February 2009

Source: WSJ Market Data Group
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Bond buyers’ appetites know no
bounds these days. Monday, IBM
sold $1.5 billion in three-year debt
at a record-low interest rate of 1%.
This was just 0.3 percentage point
more than the yield on government
debt of a similar maturity. And the
spread even narrowed at one time
on Tuesday to 0.25 percentage
point.

Consider, though, that IBM’s
stock pays a dividend yield of 2%.
True, investors in the shares aren’t
guaranteed such payouts or a re-
turn of principal. But with the bond
market declaring IBM super-safe,
there shouldn’t be too much worry
about its ability to pay dividends.
Add in the chance the company
can increase its dividend, and the
possibility for share-price apprecia-
tion, and the bonds look especially
rich. Yet another point in favor of
those who argue that the waves of
money washing over debt markets
are starting to make bonds look
bubble-icious.

—overheard@wsj.com

OVERHEARD

The offer of $69 a share is
already a stretch. And
Genzyme is likely to hold out
for a higher price. It is one of
the few remaining large,
independent biotech firms.
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Business pays the price of Bribery Act

Bribery should
not be condoned.
Few business
people would dare
take issue with
this statement,

hence the dearth of voices being
raised against the U.K. Bribery Act
2010, which is now on the statute
book and due to come into force
in April 2011. Taking issue with a
piece of legislation that is
intended to toughen up the
existing law against bribery
doesn’t look like good corporate
citizenship.

Nevertheless, plenty of
reservations about the act are
being aired privately and with
good reason. This is a piece of
legislation with huge implications
for the conduct of businesses and
not just those that are British.
The territorial ambitions of the
act are so far reaching that any
company with operations in the
U.K. could fall foul of it, wherever
in the world the alleged offense
may be committed. And so
extreme is the act in its attempt
to wipe out corrupt practices that
it does not even allow the
exception for “facilitation”
payments that exists under the
United States Foreign Corrupt
Practices Act.

That sensible exception
ensures that in countries where
officials demand and expect a
payment for doing their jobs, such
as processing customs forms or
issuing visas, it is possible for U.S.
companies to operate without
falling foul of the FCPA. The
Bribery Act makes no such
concession.

Claire Ward, a member of the
Labour government that brought
forward the act, acknowledged in
Parliament that “we recognize
that many U.K. businesses still
struggle with petty corruption in
some markets, but the answer is
to face the challenge head-on,
rather than carve out exemptions
that draw artificial distinctions,

are difficult to enforce, and have
the potential to be abused.”

Ms. Ward is no longer a
member of Parliament, having
been voted out in the May
election, a poll perhaps influenced
by the fact that she featured in
the MPs’ expenses scandal that
recently enveloped Westminster.
She had in five years claimed over
£90,000 in allowances for a
second home near Parliament

when her main home was less
than 30 miles away. When it came
to “facilitation” payments for
business, however, she advocated
a policy of zero tolerance, as
enshrined in the act. The new
administration has indicated that
prosecutorial discretion will be
applied and that there may not be
an appetite for prosecuting minor
offenses. There is little comfort
for business, though, in hearing a
message that says, “Go ahead and
break the law and we may not
choose to prosecute you.” It would
not be wise to take the risk.

Brian McDonnell of lawyers
Olswang describes the new law as
“wider reaching and more
draconian” than the FCPA.

Facilitation payments, he says, are
“de rigueur” in many parts of the
world. They are, however, almost
certainly illegal in the countries
where they are used but the law is
just not applied.

One corporate chief tells the
story of what happened after he
decided that he would stop the
long established practice of
paying small facilitation payments
for everyone of his trucks that
passed a certain point in a Latin
American country. The trucks
were confiscated and the drivers
jailed.

In theory, the U.K. law might
help wipe out such endemic
corruption. In practice, any
change is likely to take a long
time, during which those who
choose to play by the new U.K.
rules risk being heavily
disadvantaged.

The move to tighten up the law
came in the wake of allegations
that BAE Systems paid massive
bribes to secure deals with Saudi
Arabia, offenses for which it
eventually paid fines of £286
million. The new law, according to
the Ministry of Justice “will
ensure the U.K. is at the forefront
of the battle against bribery.”

To this end, it raises questions
of whether a decent meal, never
mind a hefty cash bung,
constitutes a bribe. Corporate
hospitality, both to public officials
and to potential customers, is part
of normal business practice, a fact
that Ms. Ward conceded. She said

the act wasn’t intending to
discourage such practices unless
the level of hospitality was
“excessive or unreasonable.”
Again, prosecutorial judgment will
apply. Again, businesses might
rightly feel nervous of trying to
guess what a court might decide
is reasonable hospitality to offer
to an Indian government official
or a U.S. corporate chief.

Another aspect of the act
causing concern is that it creates
a new corporate offense of failing
to prevent bribery. A company
based in Paris, with operations in
the U.K., could be found guilty of
failing to prevent bribery if one of
its minor officials was found to
have bribed a customs officer in
Colombia. Such is the long reach
of the new law.

Will Kenyon, a forensic audit
partner with Pricewaterhouse-
Coopers, says that the legislation
is generating “quite an elevation
in anxiety levels” among
companies. One organization’s
anxiety, though, is another’s
opportunity and for a raft of firms
such as his, the new law is
generating plenty of extra
business. For to the new corporate
offense of failing to prevent
bribery there is a defense if a
company can demonstrate that it
has put in place adequate
procedures to prevent bribery.

How does a company
demonstrate that? “It is about
risk management and behavioral
issues, and embedding the right
culture,” says Mr. Kenyon. A
company may believe that it
already has a culture that is
absolutely opposed to bribery and
that all its staff are aware of the
rules, yet will that be sufficient to
persuade a court that it has taken
adequate steps to prevent
bribery? Perhaps what is required
is elaborate audits, new processes,
plenty of teach-ins, all of which
can be provided by experts, at a
cost. Regular monitoring will then
be obligatory.

In short, the new law may end
up forcing companies to hand
over cash if they are to be
confident of avoiding prosecution.
Ironic, isn’t it?

BAE Systems paid heavy fines over bribery allegations.
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Autos

n BMW said second-quarter net
profit soared to €831 million ($1.1
billion) thanks to booming de-
mand for luxury cars in China
along with a recovery of the U.S.
market, and reiterated that
growth is expected to continue in
the second half. The recent launch
of the new-generation BMW 5-se-
ries, a key model both in terms of
sales volume and revenue per car,
is expected to bolster sales
growth in coming months.

n General Motors said its July
U.S. car sales rose 6% while Ford
reported sales climbed 3% as the
industry’s turnaround resumed af-
ter a disappointing June. Sepa-
rately, Volkswagen said its July
U.S. car sales rose 16%, while Nis-
san said its sales climbed 15% and
Hyundai said its sales jumped 19%.
But Honda’s U.S. sales fell 2%.

i i i

Banking

n Northern Rock said it has lost
nearly £2 billion ($3.2 billion) in
retail deposits in the past six
months as the U.K. government
lifted a savings guarantee. The na-
tionalized U.K. bank also said it
lost £142.6 million in the first half
of the year.

n Royal Bank of Scotland was
fined £5.6 million ($9 million) by
the Financial Services Authority
for not keeping adequate controls
to prevent breaches of money-
laundering rules.

n UniCredit said second-quarter
net profit tumbled 70% to €148
million ($195 million) on lower
trading income as well as a €162
million goodwill impairment on its
Kazakhstan unit. The Milan-based
bank also named Federico Ghiz-
zoni as deputy chief executive.

i i i

Construction

n Taylor Wimpey, a U.K. home-
builder, swung to a net profit of
£7.5 million ($12 million) in the
first half, and said the U.K. hous-
ing market has remained “rela-
tively robust” despite the market
uncertainties arising from the
election of the coalition govern-
ment in May.

i i i

Consumer goods

n Procter & Gamble’s fiscal
fourth-quarter net profit fell 12%
to $2.2 billion as lower prices
nicked earnings. Sales at the
maker of Tide and Pampers rose
nearly 5% as it stepped up mar-
keting and new product develop-
ment, and P&G projected more
sales growth for the year ahead.

i i i

Energy

n BP agreed to sell its Colombian
oil and gas exploration and pro-
duction business to Ecopetrol and
Talisman Energy for $1.9 billion.
This is the latest deal as the com-
pany looks to sell $30 billion in
assets over the next 18 months to
raise money to cover the cost of
the Gulf of Mexico oil spill. BP has
already struck a $7 billion deal to
sell assets in North America and
Egypt to Apache Corp.

n BP billed a unit of Mitsui $480
million to cover costs related to
the massive Gulf of Mexico oil
spill, the Japanese company said,
in the latest shuffle over who
should bear the burden for the
costly cleanup effort. Mitsui said
its MOEX Offshore unit, which
owns a 10% stake in the Macondo
well lease, could receive further
payment requests from BP, though
MOEX will hold off making a deci-
sion on whether to pay.

i i i

Manufacturing

n Emerson Electric said it was
considering the sale of its appli-
ance motors and U.S. commercial
and industrial motors business
and will finalize its decision in up-
coming weeks.

i i i

Markets

n NYSE Euronext swung to a
$184 million profit for the second
quarter, buoyed by its derivatives
business and asset sales. The
transatlantic exchange operator
benefited from a surge in trading
on its platforms in Europe and the
U.S., with its futures and options
business accounting for almost
half of operating income.

i i i

Media

n ITV announced a new five-year
turnaround plan and its first foray
into pay-television, as it swung to
a first-half net profit of £71 mil-
lion ($113 million) amid an im-
proving advertising market. ITV
said it will spend an additional
£75 million on its online opera-
tions, content and digital channels
over the next three years.

i i i

Metals and mining

n Xstrata reported a more than
threefold rise in first-half net
profit to $2.3 billion, benefiting
from rising prices and sales vol-
umes across many of its commodi-
ties such as copper, ferrochrome,
zinc and nickel.

n ArcelorMittal, the world’s big-
gest steelmaker, confirmed it is in
talks to buy the iron-ore assets of
MMX Mineracao e Metalicos, the
mining company owned by Brazil-
ian billionaire Eike Batista.

i i i

Pharmaceuticals

n Pfizer said its second-quarter
profit rose 9.5% to $2.48 billion
on a big jump in revenue due to
last year’s $68 billion purchase of
Wyeth. Pfizer reported unusually
strong sales growth for most of
its top drugs, including choles-
terol pill Lipitor and pain drug
Lyrica. Wyeth products, including
anti-inflammatory drug Enbrel
and a new version of the child-
hood vaccine Prevnar, also con-
tributed to overall sales growth.

n Shire agreed to acquire Bel-
gium’s Movetis for €428 million
($564 million) in cash. Movetis,
which was spun out of Johnson &
Johnson, raised €100 million in an
initial public offering late last
year to provide funds to market
constipation treatment Resolor
and develop new drugs.

i i i

Publishing

n Condé Nast has agreed to ten-
tative terms with the Port Author-
ity of New York and New Jersey to
move to 1 World Trade Center, ac-
cording to a person familiar with
the matter. Condé Nast, publisher
of the New Yorker and Vanity Fair,
told its employees that it was in
“active discussions regarding 1
World Trade Center” but that a
decision was still months away.

i i i

Retail

n Marks & Spencer has ap-
pointed Alan Stewart as chief fi-
nancial officer. Stewart, 50, is cur-
rently CFO at aircraft-leasing
company AWAS and will start at
the retailer by the end of October.
Previously, he was finance direc-
tor at WHSmith. Stewart succeeds
Ian Dyson, 47, who is joining U.K.
pub group Punch Taverns as CEO.

i i i

Shipping

n Deutsche Post raised its full-
year earnings guidance after post-
ing a better-than-expected 23%
rise in second-quarter net profit
to €81 million ($107 million) on a
continuing recovery in shipping
volumes and favorable currency
movements.

i i i

Technology

n Research In Motion unwrapped
the BlackBerry Torch, its first
touchscreen device with a slide-
out keyboard and revamped soft-
ware, an attempt to get back into
the race for high-end consumer
smartphones.
n RIM’s launch party for the
BlackBerry Torch in the Middle
East has been postponed, a person
familiar with the matter said,
amid a continuing dispute be-
tween the Canadian handset
maker and United Arab Emirates
authorities over data access.
n RIM has been in extensive dis-
cussions with India’s Department
of Telecommunications over con-
cerns raised by Indian security
agencies over BlackBerry’s encryp-
tion, which makes monitoring of
its network impossible.

n South Korea’s telecommunica-
tions regulator said it has given
Apple approval to start the sale of
the iPhone 4 in the country, but
consumers will still have to wait.
Operator KT Corp., which has an
exclusive contract to offer iPhones
in South Korea, said it may be as
much as two months before it can
offer the device to its customers.

BUSINESS WATCH

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

A visitor buys beer at the Great British Beer Festival in London, a five-day event that will feature over 500 British real ales, 100 British ciders and 350 foreign beers. More than 60,000 visitors are expected.

Getty Images

In London, Britons celebrate their love for ales at the U.K.’s largest beer festival
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Farmers imperil Munich Olympics
GARMISCH-PARTENKIRCHEN,

Germany—Under the shadow of the
Zugspitze, a snowy peak in the Ba-
varian Alps, a modern-day peasant
revolt has broken out that could cost
Munich its bid to host the 2018 Win-
ter Olympics and huge investments
in local infrastructure.

The leader of the uprising is Jo-
sef Glatz, a stocky, dark-haired 50-
year-old farmer whose family has
tilled the fields and tended livestock
in the verdant Alpine pastures above
this valley for centuries. As his son
and sister prepared to lead a small
herd of young calves from the town
up to the mountain pastures for the
summer, Mr. Glatz said he and other
local farmers refuse to cede their
land to make room for temporary
housing and offices for the thou-
sands of athletes, journalists, offi-
cials and guests who would reside in
Garmisch-Partenkirchen during the
Olympic Games. He lifted his good
arm—the other, damaged in an acci-
dent, hung limp at his side—and
slapped the white-washed wall of
the farmhouse.

“This house has been here since
the 16th century,” he says. “But we
haven’t always lived here. We moved
here from Spring Street about 200
years ago. You don’t sell your home-
land.”

Garmisch-Partenkirchen hosted
the 1936 Olympics, then a showcase
for the Nazis and the first time
downhill skiing was held as an
Olympic sport. Mr. Glatz says local
farmers gave Hitler a hard time as
well.

“Back then, a lot of farmers lost
their land,” he says.

Today Garmisch-Partenkirchen is
showing its age, and in contrast to
rival Alpine resort towns like Davos,
St. Moritz, or Cortina d’Ampezzo,
Garmisch-Partenkirchen has no high-
street shops with exclusive outlets
from top-line luxury brands. The
streets are dotted with discounters
and mass retailers like H&M, Zara,
and local crafts shops.

Local officials in Garmisch-
Partenkirchen see hosting the Olym-
pics as a catalyst to modernize local
infrastructure, upgrade hotels, tour-
ist facilities and retail, and make the
town more competitive with rival
Alpine resorts. A master plan, de-
signed by Charles Fessel, a Swiss
tourism expert, includes a new tun-
nel to ease traffic in the town and

three tourist centers. The first
would be a spa resort with new four-
and five-star hotels, a casino and
convention center. A second cluster
would have new swimming pools,
wellness facilities, an indoor climb-
ing gym, a multipurpose auditorium
and a three-star hotel. Rounding out
the plan, the town would upgrade
the area around the Olympic ski
jump to create a winter sports park,
with additional facilities for families
and another three-star hotel, as well
as a cafe and lounge in the Olympia-
haus, one of the remaining historic
buildings.

Additional improvements under
consideration include a new express
train to Munich to cut commuting
time to an hour from about 90 min-
utes now, which would also improve
the connection to Munich’s interna-
tional airport, a huge boost for at-
tracting tourists.

“None of this will be possible
without the Olympics,” says Jutta
Griess, 58, who runs the local Rhein-
ischer Hof hotel and heads the local
hotel-owners association with some
400 members. Ms. Griess is a vocal
local advocate for hosting the 2018
Winter Olympics.

In June, the International Olym-
pic Committee narrowed the compe-
tition for the 2018 Winter Games to
three cities: Munich; Annecy in the
French Alps; and Pyeongchang,
South Korea. The Olympic Commit-
tee will make the final choice in
July 2011.

But Munich’s chances will likely
be hurt if Mr. Glatz and other land-
owners refuse to cooperate. Local
and state politicians failed to recog-
nize the opposition to their Olympic
bid brewing in the Bavarian hinter-
land. Munich’s Olympic organizers
just assumed that local residents

would wholeheartedly back the bid
for the Games. But the organizers
never bothered to ask local resi-
dents. “It was an insult,” says Gustav
Graber, 60, a local butcher, as he la-
dles out a serving of Leberknödel, a
local dumpling, for a waiting cus-
tomer. “How would you feel if some-
one sold your house without asking
you?”

The farmers, backed by local en-
vironmentalists, oppose hosting the
Olympics because they fear that
once the farmland is zoned for con-
struction, they will lose the land for-
ever. To calm local fears about per-
manent negative effects from
temporary Olympic buildings, Bavar-
ian Gov. Horst Seehofer last week
met with his entire cabinet in the
town and offered farmers a binding
guarantee to return their land in its
original condition.

“We have to win the hearts of the

people here,” Mr. Seehofer told re-
porters. “The people of Garmisch-
Partenkirchen are not pieces on a
chessboard. We have to take them
seriously.”

Still, Mr. Glatz remains skeptical.
He insists that the farmers aren’t
just holding out for more money. For
the farmers, the battle is about a
way of life, holding on to the re-
maining bits of agriculture in a re-
gion that once lived from farmers
but now no longer needs them.

Mr. Glatz points up toward the
hills across the valley, noting that
the green pastures below the mas-
sive peaks were first mentioned in
local records 600 years ago.

“Who’s going to take care of the
meadows when we’re gone?” he
asks. “This isn’t about money; it’s
about our land. This land was passed
on from generation to generation,
and we won’t just give it away.”

BY WILLIAM BOSTON
Special to the WSJ

Tourists walk near the Bavarian state sign on Germany’s highest mountain, the 2,962-meter Zugspitze, near the resort of Garmisch-Partenkirchen, in October.
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Auction houses see rebound in art market
It looks like the art market’s Blue

Period is over. A year and a half af-
ter art prices plunged, the world’s
chief auction houses say they have
recaptured much of their prereces-
sion momentum.

Christie’s International PLC
said it sold $2.57 billion of fine and
decorative art in the first half, up
43% from the year-earlier period
and the second-highest in the com-
pany’s history. Christie’s total in-
cludes $274.1 million in art it sold
privately, up by more than a third
from a year ago.

Rival auction house Sotheby’s
will release its six-month sales to-
tals on Thursday.

Collectors who stayed home dur-
ing the worst months of the eco-

nomic crisis say they are feeling in-
creasingly optimistic about the
values of their artworks compared
with other assets. That boost in
confidence made it easier for auc-
tion houses to persuade sellers to
auction off their trophies through-
out the spring and summer.

“We’re not going to lull our-
selves into a false sense of security,”
said Christie’s chief executive, Ed
Dolman, “but the art market does
seem to be recovering more quickly
than anyone here expected.”

Art buyers remain divided over
how quickly the market should catch
up, though. Longtime collectors in
the U.S. and Europe are still seeking
potential bargains, but they are fac-
ing tougher competition from new
Asian bidders who are more willing
to splurge.

So far this year, the clash in atti-
tudes—one cautious, the other
giddy—has created an unpredictable

marketplace in which artworks tend
to fly or flop without warning.

Christie’s had its biggest success
in the first half with Pablo Picasso,
whose 1932 “Nude, Green Leaves
and Bust” sold for $106.5 million in
May, the highest price ever paid for
a work of art at auction.

The work squeaked past So-
theby’s top seller in the first half,
Alberto Giacometti’s “Walking Man
I,” which sold for $104.3 million in
February.

Both houses capitalized on col-
lectors’ growing interest in modern
sculpture. Christie’s sold Giacom-
etti’s bronze bust of his brother,
“Big Thin Head,” for $53.2 million
and Amedeo Modigliani’s limestone
bust of a woman, “Head of a Caryat-
ide,” for a record $52.6 million.

Other top sales at Sotheby’s in-

cluded J.M.W. Turner’s “Modern
Rome—Campo Vaccino,” which the
J. Paul Getty Museum bought for
$45 million. Sotheby’s also sold Ed-
ouard Manet’s “Self Portrait of Ma-
net, A Bust (Manet and a Palette),”
for $33.2 million in June.

At Christie’s, overall prices were
up for nearly all of the auction
house’s major art categories

There were disappointments.
Christie’s expected to get more than
£30 million ($47.7 million) for a
Claude Monet waterlily work, “Nym-
pheas,” in June but got no takers,
and Edvard Munch’s “Fertility,” a
field-couple scene that was expected
to sell for at least $25 million, also
went unsold at Christie’s in May.

Sales remain relatively flat at
Christie’s for Russian, Old Masters
and 19th-century art.

BY KELLY CROW

Picasso ‘Nude, Green Leaves and Bust’
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Europe

n Russia’s emergency chief said
some of the devastating wildfires
sweeping western Russia are out
of control, as fears grew there
weren’t enough firefighters to bat-
tle them.
n Russia’s Agriculture Ministry
cut its forecast for the country’s
2010 grain output to between 70
million metric tons and 75 million
tons, down from earlier estimates
of up to 90 million tons, due to
the recent heat wave the country
has been experiencing.
n Western Europeans also expect
their own markedly dry summer
to cut a swathe through the pro-
duction of grain, fruit and vegeta-
bles this year. Economists forecast
a boost in seasonal food prices,
with the German government re-
porting a 12% to 15% rise in July.

n In Italy, lawmakers who have
broken away from Prime Minister
Silvio Berlusconi’s coalition gov-
ernment were leaning towards ab-
staining from a critical vote
scheduled for Wednesday, a move
that would ease pressure on Ber-
lusconi ahead of the summer po-
litical break.

n Spain’s ailing job market con-
tinued to show signs of improve-
ment in July as the key tourism
sector added jobs for the summer
vacation season. Registered job-
less claims fell by 1.9% to 3.9 mil-
lion in July from June, marking
the fourth consecutive month of
declines. July jobless claims were
up 10% on a yearly basis, however.

n Euro-zone factory-gate prices
rose by 0.3% in June from May,
slightly less than expected, sug-
gesting the European Central Bank
faces little pressure to tighten
monetary policy in the near term.

n U.K. Prime Minister David Cam-
eron kicked off a summer offen-
sive to sell the government’s aus-
terity plans, promising that tough
decisions now will deliver eco-
nomic benefits in a few years.

n In Northern Ireland, IRA dissi-
dents detonated a bomb in a hi-
jacked taxi outside a police base
in Londonderry, damaging build-
ings but wounding no one.

i i i

U.S.

n Consumer spending was flat in
June as incomes stopped growing
and prices remained subdued,
pointing to a weaker economy.
Separately, U.S. factory orders fell
by more than expected in June
from May, providing further signs
that the U.S. economy may be
weakening. Meanwhile, an index
that tracks future home sales
posted a decline.

n BP began testing ahead of an
attempt to seal its damaged well
in the Gulf of Mexico. Depending
on the results, BP may proceed
with the “static kill,” where heavy
mud would be pumped down into
the well.

n The U.S. Treasury blacklisted
21 newly identified Iranian compa-
nies as part of a growing and co-
ordinated international effort to
undercut Tehran’s ability to use
overseas units in Europe and Asia
to facilitate financial transactions
and weapons development.

n The Senate began debating El-
ena Kagan’s nomination to the Su-

preme Court, with Republicans
continuing to say she was a politi-
cal nominee who would seek to
advance a liberal agenda. How-
ever, there is little doubt she will
be confirmed when the full Senate
votes, likely on Thursday.

n Federal prosecutors are seek-
ing to seize additional assets of a
longtime “back office” employee
of convicted Ponzi scheme opera-
tor Bernard Madoff. Prosecutors
are now seeking more than $5.1
million in assets held by longtime
Madoff employee Annette Bon-
giorno.

n A new report found that nearly
one-third of the U.S. adult popula-
tion is obese, with the nation hav-
ing added about 2.4 million adults
into the overweight category in
just the two years between 2007
and 2009. The report showed that
adults aged 18 and over are get-
ting fatter, undermining a national
goal aimed at lowering obesity.

n In New York, a commission de-
nied landmark status to a building

near the World Trade Center site,
freeing a group to convert the
property into an Islamic commu-
nity center and mosque that has
drawn national opposition.

n In New York, the developers of
the Trump SoHo Hotel Condomin-
ium have been sued for allegedly
making fraudulent misrepresenta-
tions and using deceptive sales
practices to market hotel-condo-
minium suites.

n In Connecticut, a warehouse
driver went on a shooting ram-
page at a beer distributorship af-
ter he was asked to quit, killing
eight people before apparently
committing suicide.

i i i

Asia

n In Pakistan, gunmen went on
the rampage in Karachi after the
assassination of a lawmaker, kill-
ing 47 people as security forces
struggled to quell widespread vio-
lence. The rioters set on fire doz-
ens of vehicles, shops and mar-

kets, bringing the country’s
financial hub and its largest city
to a halt. Violence broke out after
unidentified gunmen shot dead
Raza Haider, a senior member of
Muttahida Qaumi Movement.

n In Pakistan, floodwaters swal-
lowed dozens of villages, adding
to a week of destruction that has
already ravaged the mountainous
northwest and killed 1,500 people.
Meanwhile, fresh rains in the
northwest threatened to over-
whelm a major dam and unleash a
new deluge.

n In Indian Kashmir, four people
were killed as thousands of pro-
testers ignored police warnings
they would be shot on sight if
they defied a round-the-clock cur-
few declared in an attempt to
quell weeks of deadly civil unrest
against Indian rule.

n India’s government sought law-
makers’ approval to spend 545.88
billion rupees ($11.8 billion) more
to boost social spending, dashing
hopes that much of the bounty

from a recent bandwidth auction
would be used to cut the gaping
fiscal deficit.

n China’s energy efficiency im-
proved in the second quarter of
this year, according to new gov-
ernment data, indicating that a
crackdown on wasteful industries
initiated earlier this year may be
helping reverse a decline in effi-
ciency that alarmed the country’s
leadership.

n China said it will let more
banks import and export gold, the
government’s clearest signal yet
that it plans to increase the coun-
try’s presence in the gold market.

n In China, gas exploded at a coal
mine, killing 10 people and trap-
ping seven just hours after lethal
gas leaked into another coal mine
and killed nine, state media said.

i i i

Middle East

n Lebanese and Israeli soldiers
exchanged fire on the border,
leaving three Lebanese and a se-
nior Israeli commander dead and
shattering four years of uneasy
quiet along the border since a 34-
day war in 2006.

n In Iraq, a car bomb ripped
through an outdoor market in a
mainly Shiite city southeast of
Baghdad in the deadliest of a se-
ries of attacks that killed at least
22 people nationwide.
n Suspected al Qaeda militants
killed five Iraqi soldiers in a bra-
zen dawn attack at a western
Baghdad checkpoint and planted
the terror group’s black banner
before fleeing the scene.

n White House advisers have
been dispatched to Baghdad and
are working against the clock to
get deadlocked Iraqi politicians to
form a new government before
the end of August, when the U.S.
combat mission ends.

n Ismail Haniyeh, the head of
Gaza’s Hamas government, has
named his newest grandson after
Turkish Prime Minister Recep
Tayyip Erdogan, who is admired
as a hero in Gaza because his gov-
ernment gave tacit approval to a
May flotilla of pro-Palestinian ac-
tivists that sought to break Is-
rael’s blockade of the territory.

i i i

Africa

n South Africa’s former national
police chief, Jackie Selebi, was
sentenced to 15 years in prison on
corruption charges. Selebi, 60,
was convicted in July after a na-
tion beset by crime heard months
of testimony about its top cop go-
ing on designer shopping sprees
with a convicted drug smuggler.

i i i

Australia

n Australia’s central bank, as ex-
pected, left interest rates on hold
at 4.5% for the third month in a
row in August, signaling that it
remains vigilant about inflation in
the recovering economy but that
it probably won’t have to act
again for some months, perhaps
not even until next year.

WORLD WATCH

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

In Warsaw, protesters scuffled with police but managed to prevent officials from moving a cross erected outside the
presidential palace in memory of the late President Lech Kaczynski. Supporters have turned the cross into a shrine where
they focus their grief over Kaczynski’s death in a plane crash in Russia on April 10. The cross has also become a source
of friction with their political rivals, who argue that it should be moved from state to church ground.

European Pressphoto Agency

In Poland, supporters of late president keep commemorative cross in place
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Spanish town’s nuclear dream
VILLAR DE CAÑAS, Spain—

Mayor José María Saiz believes he
has a shot at re-energizing this dy-
ing town in central Spain. On a site
just beyond its old white houses,
amid fields of barley and sunflowers,
he envisions building Spain’s first
centralized depot for nuclear waste.

“When a once-in-a-life opportu-
nity like this comes along, you grab
it,” says Mr. Saiz, 45, who is also the
owner of a small farming-equipment
manufacturer.

Spain’s decadelong construction
boom brought new houses, employ-
ment and prosperity to places like
Villar de Cañas. Now, the country’s
fiscal meltdown—double-digit bud-
get deficit, an unemployment rate of
20% and a troubled banking sys-
tem—has quickly reversed all that,
leaving the town’s dwindling popula-
tion of 450 with few prospects for
growth.

Mr. Saiz’s town is among eight fi-
nalists battling for the dubious priv-
ilege of storing waste from the coun-
try’s eight nuclear reactors. Spain’s
Industry Ministry, which is set to
name the winner in coming weeks,
had expected to field applications
from towns close to nuclear-power
plants, a spokesman said.

Instead, all but three of the origi-
nal 13 applications came from towns
that had no local plant—but were
drawn by a project that would bring
€700 million ($910 million) in in-
vestment over 20 years, €7.8 million
in annual direct payments and hun-
dreds of jobs.

Town residents, in a twist on an-
tinuclear protests, are rallying for
nuclear waste. In May, Mr. Saiz led
some 50 people from Villar de Cañas
to Madrid to present supporting
documents for the town’s official
bid, which boasted that 68% of its
357 registered voters supported
hosting a nuclear-waste facility. In
front of the Industry Ministry build-
ing, residents unfurled green and
white banners to press their desire
for an Almacén Temporal Central-
izado: “Yes, we want the ATC in Vil-
lar de Cañas.”

Town resident Caridad Saez
Olmo, a 70-year-old housewife, is in
the minority when she says she has
doubts about the proposed dump’s
safety. When she hung a banner
from her balcony that read “We
Don’t Want ATC,” a neighbor tore it
down, she said.

The mayor’s office says that was

because part of the banner was at-
tached to the neighbor’s house.

Others here have taken on the
out-of-towners who have descended
on this and other candidate towns,
often bearing coffins that symbolize
the “nuclear cemetery.”

Nuria Saiz, the mayor’s cousin
and an advocate for the dump, says
environmentalists from several
groups tried to frighten them during
a public information session in
March, warning of possible acci-
dents and deaths.

“This town is already dead!” Ms.
Saiz says she told the meeting.

Villar de Cañas has seen its pop-
ulation dwindle from 2,000 inhabit-
ants in the 1970s, as machines
started replacing Spain’s farmhands.
While Spain’s rural towns have gen-
erally been less hard-hit by the crisis
than those along the coast or near
big cities, where the country’s re-
cent building activity was most in-
tense, the end of the building boom
could represent an existential threat
here.

During the second half of this de-
cade, many newly prosperous off-
spring of Villar de Cañas started re-
turning to build homes for
retirement or vacations. Revenue
from building permits and central
government transfers surged. The

local government paved dirt roads,
put up housing for low-income fami-
lies and built a swimming pool and
playground. It put up new street
lamps and restored the church’s
250-year-old organ.

Five crews of five or six con-
struction workers set up shop in the
small town. Many bought homes.

But now, budgeted 2010 revenue
is down about 10% to €300,000 from
2009 and the regional government
of the Castilla-La Mancha region is
delaying payment for services the
town provides on its behalf. Villar de
Cañas has reined in spending.

Construction-equipment operator
Miguel Millán, 47, who like most of
the town’s builders is unemployed,
has pinned his hopes on the waste
dump. “If we don’t get it, I don’t
know what I’m going to do,” he said.

Villar de Cañas has picked out a
spot of agricultural land about two
kilometers outside town on which to
erect the massive structure, which
will be 83 meters long, 78 meters
wide and 26 meters high.

The first of its kind in Spain, it
would store the country’s nuclear
waste for 60 years. After that, an-
other use will have to be found for
the spent fuel or another storage in-
stallation built.

Mr. Saiz said the waste dump fa-

cility alone would employ 120 peo-
ple. But the project also includes
plans to build two business parks,
one for nuclear-energy companies
and another for other types of com-
panies. The new workers would need
more services, which would create
more jobs.

Environmental group Greenpeace
says transporting waste to a central-
ized facility creates the possibility of
accidents during transit.

Said Mr. Saiz: “All the experts
say there is no danger.”

Villar de Cañas, like many of its
co-competitors, faces powerful op-
position in its bid from its regional
government. Castilla-La Mancha
President José María Barreda has
said he doesn’t want a waste dump
in his region. Catalonia President
José Montilla has said the same,
possibly tarnishing the credentials
of Ascó, widely considered a front-
runner in the process because it is
located next to a nuclear plant and a
train line.

Rafael Vidal, the 57-year-old
mayor of Ascó and technical auditor
at the nearby nuclear-power plant,
said he was caught off guard by the
opposition of the Catalonia regional
chief. “The bidding criteria didn’t
say we needed approval of the re-
gional governments,” he said.

BY JONATHAN HOUSE
AND JOE ORTIZ

Spain’s dim jobs picture brightens
MADRID—Spain’s labor market

continued to show signs of improve-
ment in July as the country’s tour-
ism sector added jobs for the sum-
mer-vacation season.

The Spanish Labor Ministry said
registered jobless claims fell by
73,790, or 1.9%, to 3.9 million in July
from June, the fourth consecutive
month of declines. July jobless
claims were up 10% on the year.

The ministry doesn’t provide an
unemployment rate, but data last
week from Eurostat showed Spanish
unemployment stood at 20% in
June, twice the 10% rate for the 16
nations that share the euro.

Seasonally adjusted jobless
claims fell by 37,910 in July from

June, pointing to a broad-based im-
provement in the job market as the
economic recovery gained traction.
Ministry data showed jobless claims
fell by 1.9% in the services sector in-
cluding tourism, by 2.2% in con-
struction and by 2.6% in industry.

Prime Minister José Luis
Rodríguez Zapatero recently said
growth in Spain’s gross domestic
product accelerated in the second
quarter. Spanish GDP returned to a
meager quarter-on-quarter growth
of 0.1% in the first quarter after six
consecutive periods of contraction.
Mr. Zapatero’s government recently
overhauled labor-market rules in a
bid to encourage hiring and lower
high unemployment.

Spain is grappling with the fall-
out from the collapse of a decade-

long housing boom. With much of
the world in recession, the country’s
tourism industry, which accounts
for about 11% of GDP, has suffered
from a drop in visitors.

Tourism executives say they ex-
pect revenue to stabilize in July, Au-
gust and September after two years
of steep declines, according to a
July survey by industry association
Exceltur. The survey found that 71%
of respondents expect third-quarter
revenue to either rise or stay at the
same level as in the year-earlier pe-
riod. More than 86% said they plan
to maintain or increase staffing.

Economists and union leaders,
however, warned that Spain’s econ-
omy and the job market face head-
winds as the government reins in
spending in the year’s second half.

BY JONATHAN HOUSE

Some improvement
Spain's sky-high jobless-claims
figures fell for the fourth
consecutive month in July. Number
of jobless claims, in millions

Source: Spanish Labor Ministry
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Villar de Cañas Mayor Saiz, center, on the proposed site for the nuclear-waste dump his town is hoping to attract.

Berlusconi
appears set
to maintain
government

ROME—Lawmakers who broke
away from Italian Prime Minister
Silvio Berlusconi’s coalition govern-
ment are likely to abstain from a
critical vote slated for Wednesday, a
development that would ease pres-
sure on the prime minister before
the summer legislative recess.

The probable abstention makes it
likely that Mr. Berlusconi will main-
tain his grip on the government at
least until September, surviving the
most serious political crisis he has
faced since his People of Freedom
party, or PDL, formed a ruling coali-
tion in 2008.

Until last week, Mr. Berlusconi’s
center-right coalition enjoyed a
solid 26-vote majority in the lower
house of Parliament. That evapo-
rated late last week after the prime
minister split with PDL co-founder
Gianfranco Fini and his roughly 30
followers in the lower house, accus-
ing Mr. Fini of clashing with the
party line. Under Italian law, if a
government loses a parliamentary
vote, that means it has lost its offi-
cial majority, and the president can
order a government shuffle or call a
general election—long before the
next general election, scheduled for
2013.

But the leader of Mr. Fini’s
breakaway faction in the lower
house, Giorgio Conte, said Tuesday
that the group of lawmakers is lean-
ing toward abstaining from the vote
on a motion to dismiss Undersecre-
tary for Justice Giacomo Caliendo,
which would allow Mr. Berlusconi’s
coalition to defeat the motion.

“Abstaining—which is still being
discussed within our [parliamen-
tary] group—stems from a sense of
responsibility toward our elector-
ate,” Mr. Conte wrote in an email to
The Wall Street Journal. Mr. Conte
added that the lawmakers have “no
intention whatsoever of putting the
Berlusconi government in crisis.”

On Tuesday, Rome buzzed with
negotiations. Mr. Fini’s followers
met with several opposition parties
including the centrist Union of Cen-
ter party. Lower-house members of
various parties agreed to abstain
from voting, meaning the motion
stands a slim chance of passing.

By abstaining, Mr. Fini is walking
a tightrope between distancing him-
self from his former allies and not
declaring war. Though he is avoid-
ing deepening the government cri-
sis, he is also standing his ground
on one of the issues that divided
Messrs. Fini and Berlusconi—the
criminal probe of party members.
Mr. Fini has criticized party mem-
bers close to Mr. Berlusconi on
“grounds of public ethics,” and sug-
gested that politicians under inves-
tigation—as many of Mr. Ber-
lusconi’s allies are—should resign.

Mr. Caliendo, the focus of
Wednesday’s vote, is under investi-
gation by prosecutors in Rome for
allegedly belonging to a secret soci-
ety aimed at influencing political
decisions and business deals. He has
denied all charges and has rejected
calls to resign. Mr. Berlusconi has
publicly defended Mr. Caliendo.

After Wednesday’s vote, Parlia-
ment breaks for its summer recess.

BY CHRISTINA PASSARIELLO
AND MARGHERITA STANCATI

Ri
ca

rd
o

G
ar

ci
a

V
ila

no
va

fo
r

Th
e

W
al

lS
tr

ee
t

Jo
ur

na
l

Wednesday, August 4, 2010 THE WALL STREET JOURNAL. 29

THE QUIRK

In this sleepy town in California,
it isn’t crude to celebrate a big oil spill

I N THIS dusty town, the U.S.’s
largest oil spill on record is
about to get a grand celebra-

tion. “We have a car show and an
art show and we have a carnival
and a souvenir store,” says Eric
Cooper, president of the Oildorado
Days festival.

Mr. Cooper isn’t celebrating BP
PLC’s oil spill, which has sent up
to 5.2 million barrels of crude into
the Gulf of Mexico. He’s marking a
larger spill here exactly a century
ago: the Lakeview Gusher, a leak
of about nine million barrels that
helped give birth to this city of
about 9,000 people.

In 1910, when the gusher blew
in nearby Maricopa, Calif., it
spewed oil over these sun-
bleached hills for 544 days. Hot
crude burned workers and killed
wildlife—then ushered in an era of
wealth that turned a railroad set-
tlement called Moron into the
boom town of Taft. “It symbolized
prosperity,” says Mr. Cooper. “It
still does, for us.”

Now, Mr. Cooper is trying to
memorialize the town’s founding
by pulling together the Maids of
Petroleum beauty pageant and an
eight-kilometer “Black Gold Rush
Fun Run” while the country is
transfixed by the Gulf Coast disas-
ter. That’s making planning for
the October event awkward. The
festival’s oil queen is fretting that
the centerpiece of the celebration
is under attack. Mr. Cooper is try-
ing to prepare Oildorado board
members for accusations of insen-
sitive timing.

The Lakeview Gusher and BP’s
spill bookend a century in which
the discovery of oil fueled Amer-
ica’s economic growth. While the
BP spill has come to represent the
downside of the country’s depen-
dence on oil, the gushers of the
early 20th century embodied the
great riches beneath the ground.

Until 1910, there wasn’t much
to celebrate in these hills about
195 kilometers northwest of Los
Angeles. While oil wells were pop-
ping up between the sparse
ranches and farms, people didn’t
understand the magnitude of the

petroleum reserves beneath the
ground until March 14 that year.

Union Oil workers were toiling
on the Lakeview One lease, named
for its view of now-dry Buena
Vista Lake. The drill hit oil at 670
meters and highly pressurized
crude shot out of the ground,
blowing the top off a wooden oil
derrick, says Agnes Hardt of the
West Kern Oil Museum here.
While no workers were killed, Ms.
Hardt says, a few were burned by
the hot oil. The oil flow increased
for weeks, shooting up 60 meters
into the air. As the oil killed
plants and animals and hardened
into asphalt, prospectors and men
eager to work the oil fields
flocked here. Tourists came by
train to see the spectacle.

The town was founded six
months after the gusher started.
Money from dozens of locally
owned petroleum companies
brought in wealth. An opera house
and fancy shops opened down-
town. The town “was really flour-
ishing,” says Opal Smith, who
grew up near the Lakeview Gusher
site and, at 100 years old, is con-
sidered by those at the West Kern
Oil Museum the oldest person in
the area. “When the ladies went
to the markets, they all wore
gloves and hats,” Ms. Smith says.

Pumpers like Jack Stanton Mc-
Call told their children stories of
the gushers. “Anytime a well blew
in, that was a sign of prosperity,”
recalls his son, Dennis McCall, a
retired communications professor
at Taft College who writes for the
Taft Midway Driller newspaper.

Oil helped this town avoid the
brunt of the Great Depression, and
the town started periodic celebra-
tions to honor the industry. Those
turned into Oildorado, held every
five years with traditions like an
oil field skills competition.

Early Oildorados involved feats
of strength, “a lot of beer drinking
and a lot of carousing,” says Mr.
Cooper. Local men grew beards
for Oildorado and formed a mock
posse to hunt down pretend bank
robbers. To this day, the men with
the most impressive facial hair in
categories like “full dark beard”
and “most unusual beard” win a
belt buckle in the Whiskerino con-

test. Mr. Cooper already is grow-
ing a goatee.

As the oil industry consoli-
dated in recent decades, drilling
profits left this town and the fes-
tival changed from an apprecia-
tion of the region’s vibrant indus-
try into a nostalgic look back at
the boom.

With the town’s slow decline
and the economic downturn, Mr.
Cooper wanted to pep up resi-
dents by putting on the biggest
Oildorado festival yet this year. He
solicited sponsors including Chev-
ron Corp. and Occidental Petro-
leum Corp., and got a grant from
the county tourism bureau to ad-
vertise outside Kern County.

With additional donations, the
Oildorado committee commis-
sioned a sculptor to craft a bronze
oil-worker monument to dedicate
during the festival.

Plans were coming along nicely
until April, when the BP spill hit.
In the ensuing days, news media
called the BP spill America’s larg-
est ever. “I though about putting
out a press release saying ‘No, the
biggest is in Maricopa,”’ says Mike
Long, one of Oildorado’s planners
and publisher of the Taft Indepen-
dent newspaper. BP’s spill still
qualifies as the nation’s largest
off-shore spill.

Mr. Cooper was more worried.
“It has given me concerns in the

back of my mind that people will
give negative attention to the
event,” he says. So far, he’s pro-
ceeding as planned.

Kayla Hillygus, the reigning
Oildorado Queen, says she has
fretted, too. “I’m excited for Oildo-
rado because this is the 100th an-
niversary and I’m the queen,” she
says. But, she adds, “everyone’s
down on oil.”

BY JUSTIN SCHECK
Taft, Calif.

The 1910 Lakeview Gusher in California spewed oil for 544 days. It burned workers and killed wildlife before ushering in an era of wealth that turned a railroad settlement called Moron into the town of Taft.
Kern County Museum (2)

WSJ.com
ONLINE TODAY: See a video
about Taft’s Oildorado festival and
photos of the 1910 gusher at
WSJ.com/US
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EUROPE NEWS

Heat wave and drought slam Europe
The scorching temperatures and

dry skies threatening Russia’s wheat
harvests have also been beating
down on Western Europe, which is
forecasting lower output of crops
from French wheat to Italian toma-
toes.

Russia’s Agriculture Ministry on
Tuesday cut its forecast for the
country’s 2010 grain output to be-
tween 70 million and 75 million
metric tons, down from earlier esti-
mates of as much as 90 million tons.

Weather forecasts don’t see any
imminent relief from record Russian
temperatures of up to 40 degrees
Celsius (104 degrees Fahrenheit).
The weather has prompted wildfires
that so far have claimed 40 lives,
authorities say.

Western Europeans also expect
their own markedly dry summer to
cut a swath through the production
of grain, fruit and vegetables this
year. Economists forecast a boost in
seasonal food prices, with the Ger-
man government reporting a 12% to
15% rise in July.

Ben Lloyd-Hughes, a climate sci-
entist at the University of Reading’s
Walker Institute in England, says
pockets of Western Europe also are
being affected by drought, but that
southwest Russia, Ukraine and Be-
larus are hardest hit.

“It is the lowest rainfall and the
highest temperatures that the area
has seen in the last 30 years or
more,” he said. “Droughts at this
time of year in that region tend to
reinforce themselves because the
soil dries out, which subsequently
makes the drought worse. ... The
weather forecast for the next week
is for more sun.”

Russia’s expected wheat shortfall
has sent world prices of the grain
soaring. France, Western Europe’s
biggest wheat producer, also could
take a big hit.

“There were some problems of

drought in June, but not nearly as
serious as what we are seeing in
Russia,” said Michel Potier of Agri-
tel, a company that gauges price
risk in agriculture. “We estimate a
10% fall in the French soft wheat
harvest compared to last year, but

don’t forget that last year was a
very strong harvest.”

The impact on foodstuffs
stretches beyond grain. A farmers’
association expects Italy’s tomato
crop to come up 10% to 15% short
this year because of the intense

heat. German brewers are likely to
face stiffer barley prices, with out-
put of the key beer ingredient ex-
pected to drop as much as 20%, ac-
cording to agriculture consultants
Alfred C. Toepfer International.
Corn output also could drop 15%.

Polish orchards expect this year’s
fruit harvest to be down by nearly a
fifth from 2009, with cereals and
vegetables forecast to fall 10%.

Problems with the weather this
year started with the winter, which
was colder for longer than farmers
would have liked.

The dearth of rain in June af-
fected yields of early crops, al-
though July brought some rain. Ger-
many’s weather office reported
rainfall was at only 42% of normal
levels in June.

The U.K. Met Office reported a
similar drop in southeast England.
Dutch water authorities have in-
creased inspection of the country’s
system of dikes, which can sustain
damage if they become too dry.

In the Lincolnshire region of
England’s East Midlands, farmer
Tim Elwess is worried about his
crop of beans, wheat and barley.

With hay and grazing grass in
short supply, sheep breeders are
selling their flocks early, he said.
“It’s certainly very dry, although not
as dry as Suffolk: A friend I have
there is pulling his hair out,” he
said.

The high-pressure fronts that
settled over northwest Europe in
most of June and July have all but
killed off production of wind power
in Germany. Of the 26,000 mega-
watts of installed wind capacity in
Germany, there was less than 1,000
megawatts being produced at times,
according to RWE Power.

While European consumers face
higher grocery bills, the global im-
pact of the European heat wave will
come through the wheat market.
The major source of uncertainty is
the supply from the Black Sea re-
gion, especially from Russia,
Ukraine and Kazakhstan.

Russian President Dmitry Medve-
dev on Monday declared a state of
emergency in seven regions, includ-
ing around Moscow. Some 300 to
400 new blazes are starting every
day, said Vladimir Stepanov, head of
the Emergency Situations Ministry’s
crisis center.

By Terence Roth in London
and William Mauldin

in Moscow

A farmer harvests wheat in Blécourt, northern France, on Tuesday.
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Linking capital rules, loans
cost nearly 10 million jobs.

The IIF’s reasoning: To meet
some of the new requirements,
banks would need to raise large
amounts of capital. Heightened glo-
bal demand for capital would cause
the costs of that capital to rise.
Banks would compensate for those
higher costs by charging more to
borrow money.

Many banks have voiced similar
concerns. Deutsche Bank AG, for
example, warned in April that the
proposed rules would require capi-
tal-raising that would have “a sig-
nificant impact on lending, busi-
nesses and ultimately growth and
employment.”

Charles Dallara, the IIF’s manag-
ing director and an author of its re-
port, acknowledged in an interview
that its assumptions and methodol-
ogy, specifically as they relate to the
impact of capital levels on lending,
“are by no means tried and tested
and true. They represent early ef-
forts … to deal with something that
is not at all well-developed in the
academic literature.”

Recent studies, however, suggest
that the relationship between capi-
tal levels and the costs of loans isn’t
nearly as straightforward as the in-

Continued from first page dustry often contends.
In a paper last month, three re-

searchers at Harvard University and
the University of Chicago examined
data about bank-capital levels and
loan trends stretching back to the
1840s. Their analysis showed what
the researchers described as a “sur-
prising, even paradoxical” phenome-
non: There isn’t a statistical correla-
tion between lofty capital buffers
and pricier loans.

The paper doesn’t attempt to ex-
plain why there isn’t more of a rela-
tionship between capital levels and
loans. Jeremy Stein, a Harvard eco-
nomics professor who co-wrote the
paper, said it might be because as
long as banks have time to adjust to
higher capital requirements, they
won’t need to raise outside capital.
Instead, they can fill any holes by
cutting costs and retaining profits
rather than doling them out in the
forms of shareholder dividends and
employee compensation.

Mr. Elliott, the Brookings fellow,
reached a similar conclusion by
modeling the connection between
capital and loan prices. He found
that a four-percentage-point in-
crease in capital ratios might cause
loan prices to rise by 0.2 percentage
points, “which is essentially trivial.”

Source: International Grains Council

Amber waves
World's top 10 wheat-producing
countries. In millions of metric
tons, in 2009

China 115.1

India 80.7

Russia 61.7

U.S. 60.3

France 38.3

Canada 26.5

Germany 25.1

Pakistan 24

Australia 21.7

Ukraine 20.9

Grain drain
Drought is cutting into Russia’s
grain harvest. Yield, metric tons:

Source: Russian Federal State Statistics Service
via Thomson Reuters
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U.K. leader pushes austerity
LONDON—U.K. Prime Minister

David Cameron kicked off a summer
offensive to sell the government’s
austerity plans, promising that
tough decisions now will deliver
economic benefits within a few
years.

After two weeks dominated by
foreign news and trips, Mr. Cameron
hit the airwaves, held a public meet-
ing with voters and wrote to his
ministers to push the message that
the government must tackle the def-
icit, which totaled £155 billion ($246
billion) last year.

Speaking to the British Broad-
casting Corp.’s regional WM Radio,
Mr. Cameron said of the austerity
measures, “it is a difficult thing to
do but I think the British people un-
derstand it’s necessary.”

“The deficit is sapping confi-
dence in the British economy. It’s
building up debts for our children,”
he said. “There’ll be a stronger, bet-
ter, a more balanced British econ-
omy … at the end of this process.”

Recent polls have shown Mr.
Cameron’s Conservatives still enjoy-
ing a bump in the polls after May’s
election but the junior coalition
partner, the Liberal Democrats, have

seen their backing almost halve
since the vote. The opposition La-
bour Party has picked up much of
the lost Liberal Democrats support.

Labour argues that the govern-
ment’s planned spending cuts could
send the economy back into reces-
sion, but Mr. Cameron said failure to
address the deficit now would lead
to bigger problems in the future.

Mr. Cameron and Deputy Prime

Minister Nick Clegg on Tuesday
wrote to ministers to stress the “im-
portant decisions to be made to deal
with the legacy of the previous gov-
ernment and restore health to the
public finances and confidence to
our economy.”

They wrote that “deficit reduc-
tion and continuing to ensure eco-
nomic recovery is the most urgent
issue facing Britain.”

BY LAURENCE NORMAN

David Cameron at the Institution of Engineering and Technology on Tuesday.
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SPORT

The preliminary rounds of
Champions League qualification
have yet to be completed but
already some great European
footballing names are facing
elimination.

Celtic, the 1967 European
Cup winner, is in most danger
having lost 3-0 to SC Braga in
Portugal. Last week this column
correctly advised backing Braga
to win that game. It was also
suggested that if the result
was close and Celtic managed
an away goal it would then be
worth backing the Scottish
team at enhanced odds to win
the overall tie.

The first leg defeat has left
Celtic with a mountain to climb,
as reflected in odds 8/1 to
qualify. Braga, at 1/16, is
massive favorite, and it looks
better to look at the game in
isolation. Celtic maintained
strong home form last season
despite poor results on the
road, and there is reason to
believe they will fare better
than last week after improved
showings in last weekend’s
Emirates Cup. The team is 5/6
for victory tonight.

Ajax drew 1-1 at home to
PAOK Salonika. The Dutch side
must score in the second leg to
keep hopes alive and the four-
time European champion is
favorite to advance at 8/15.

During last season’s Europa
League run Ajax only failed to
score outside the Amsterdam
Arena once. Coach Martin Jol
will look to Uruguayan striker
Luis Suárez to help his side
secure a play-off berth. He
scored in the first leg and is
7/2 with Boylesports to open
the scoring this evening.

Tip of the day

15

Source: AP
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France’s new love for ‘criquet’
The French government is introducing the most English of sports into the school curriculum

LONDON—It’s the quintessential
English sport, often dismissed as a
pastime for eccentrics with its ori-
gins dating back centuries. But now
cricket is being taken up by one of
the most unlikely nations of all:
France.

Children across the country are
slowly taking up the sport thanks to
a government pilot project aiming
to introduce the sport to around
200 schools over the next eight
years.

According to figures released by
the International Cricket Council,
there are just 69 cricket clubs in
France. Trivial compared to the
5,000 in England and Wales, but half
of those playing the game in the na-
tion of football and rugby are
French, rather than expatriates or
the children of immigrants from tra-
ditional cricketing countries such as
Australia and England, and that
number is growing.

France Cricket, the sport’s ruling
body in the country, says there are
only 850 registered players, but the
lack of numbers has not prevented
some success. France won the ICC’s
under-17 championships in Corfu in
2001 and the nation is also the
reigning Olympic silver medal
holder in cricket—though the sport
was last played at the Games in
1900, and the country currently
ranks a lowly 49th in the world
rankings.

There have even been sugges-
tions that cricket’s roots may lie in
France. The game’s origins remain a
mystery—it is believed that a primi-
tive form of the sport was being
played in England in medieval
times—but the name may have orig-

inated in France. According to the
ICC, records in the French national
archive show “criquet” was being
played in the north of the country in
1478 with an incident in one match
leading to the death of a batsman.

Centuries later, a planned tour
by the Marylebone Cricket Club in
1789 had to be canceled due to the
small matter of a revolution, while a
team of Parisians later toured Not-
tinghamshire in 1899.

Over a century on, the French
sporting authorities are now hoping
a boost in funding could improve
the game’s profile.

Following the ICC’s sale of its
broadcast and sponsorship rights

for $1.5 billion, France received
around $300,000 to help promote
the game in the country.

“Thanks to the extra funding,
[France Cricket] is looking to estab-
lish cricket as a main sport in the
country,” said Richard Holdsworth,
regional development manager for
Europe at the ICC in London. “They
are trying to increase the participa-
tion three or four times.”

Mr. Holdsworth said the push to
increase the sport’s popularity in
France was part of a bigger strategy.
“We launched 13 years ago a devel-
opment program to bring awareness

to places where there is no culture
of playing cricket,” he said.

“One of the biggest challenges is
that people don’t understand the
game with 42 different laws and a
lot within that,” he said, adding that
some in France see cricket as com-
pletely alien to their own culture.
“France is also a tough market to
penetrate with cricket still being
perceived as very much a gentle-
man’s game. But cucumber sand-
wiches and tea [traditionally served
at cricket clubs in England] are long
gone. We have a massive product to
sell across the world.”

There are now more popular for-
mats of cricket designed to make
the game faster, simpler and more
appealing to wider audiences. One
of cricket’s most recent successful
variations is Twenty20, a shortened
version of the sport usually com-
pleted in about three hours. And
cricket is now played well beyond
the borders of the major cricketing
nations, with the ICC boasting 105
members from Australia to Peru.

David Bordes, a coach for the na-
tional under-17 and under-19 teams,
points out that by introducing
cricket to people at an early age the
potential for growing interest is
huge. As an adviser for the French
Sports Ministry, Mr. Bordes has
been overseeing a pilot project de-
signed to teach children how to play
cricket at schools in central France
as part of their school curriculum.

“We are training new coaches in
areas where there are no expat Eng-
lish communities. If this project
goes well, we would expect to have
it in around 200 schools at a na-
tional level in eight years,” he said.

Admittedly, the take up will be
slow. “This program will either take

about 10 years to gain track or we
need a miracle almost to get a lot of
places interested at once,” said Tony
Banton, manager of France Cricket.
“It is going to be hard work and the
progression will be slow.”

Some lovers of the game still
struggle to explain to people in
France what cricket is all about.
“Most French wouldn’t even know
that cricket is even played in their
country,” explained Christopher Bar-
tlett, head coach of the under-17s.
“It is perceived as a very English
thing and some even confuse it with
croquet or even polo.”

There are some skeptics too. Ste-
fan Szymanski, a sports economist
at London’s City University and a
former consultant on the establish-
ment of the Indian Premier League,
said, “It makes sense for Common-
wealth countries to want to beat
England at their own game, but why
would any self-respecting French
want to learn cricket? That would
be the ultimate collapse of the
French, who have a very strong
sense of national identity.”

Despite skepticism, young play-
ers in France are simply enjoying
the game. Waseem Bhatti, a 31-year-
old Pakistani cricketer who has been
living in France since 2000 and is
captain of the men’s national team,
said he had seen the rising popular-
ity of the sport among French teen-
agers. “Young boys are more and
more interested in the game,” he
said. “They want to know the rules
and they are very crazy about put-
ting the cricket kit on.”

And following the poor perform-
ance by the French national football
team at the World Cup, learning a
new sport might not be such a bad
idea.

BY JAVIER ESPINOZA

Immigrants and expatriates like Rory Gribell, an Englishman seen playing for France, above, will be joined by more French players if new plans succeed.
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‘We are training new coaches
in areas where there are no
expat communities. If this
project goes well, we would
expect to have it in around
200 schools in eight years.’
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Tenants who get
state subsidies
score amid bust

HENDERSON, Nev.—When
Shawnetta Newburn left her drug-
infested St. Louis neighborhood in
search of a better life for her family
in Las Vegas, she didn’t expect to
live in a house with frills worthy of
a McMansion.

But Paradise awaited. That’s the
name of the gated community where
Ms. Newburn, a single mother who
makes $10.50 an hour as a pawn-
shop cashier, rents a three-bedroom
townhouse with soaring ceilings, a
gas-fueled fireplace and an oversize
walk-in closet in the largest bed-
room. The master bath even in-
cludes an enclosed toilet room, a
feature popular in mini-mansions.

“The only time I ever saw that
was on TV or something,” she says
during a tour of the approximately
2,000-square-foot home. “I never
thought I’d have anything like this.”

Her previous apartment in St.
Louis resembled public housing, she
says, and her three sons were
crammed into one bedroom. After
her refrigerator caught fire, her
landlord replaced it with an out-
dated brown model. She now has
gleaming-white appliances.

Ms. Newburn can thank the
housing bust. She participates in a
government program for low-in-
come families that subsidizes about
half of her $1,400 monthly rent. The
program, known as Section 8, has
for decades put families in func-
tional but basic homes.

But overbuilding during the
housing boom has left so many
homes available that landlords, des-
perate for renters, are wooing Sec-
tion 8 recipients, whose government
subsidies, delivered electronically,
guarantee the landlord gets paid. As
a result, Section 8 recipients sud-
denly have a housing smorgasbord.

Plenty of average housing stock
remains in many places, but in cer-
tain markets, there are also more
upscale selections. On the website
GoSection8.com, landlords nation-
wide tout boom-era showpieces—re-
plete with “great rooms,” backyard
swimming pools and built-in stain-
less-steel barbecue grills—that once
sold for hundreds of thousands of
dollars. Las Vegas has been one of
the hardest-hit real-estate markets.

Some renters are getting pickier.
“More and more, I’m seeing tenants
turn down places,” says Arman
Davtyan, owner of seven Las Vegas

properties rented to Section 8 ten-
ants. Instead, they’re going for “an-
other property that’s either bigger
or in a better area or has more bed-
rooms,” he says.

Though some neighbors have
long contended that government-
subsidized tenants increase crime
and depress property values, some
now say that having a house occu-
pied is better than leaving it vacant,
which attracts vandalism.

In Antioch, Calif., a San Fran-
cisco bedroom community where
the number of Section 8 listings has
skyrocketed in recent years, resi-

dents have mixed emotions about
the new tenants. “I would concede,
I wouldn’t be happy with an empty
house,” says Walter Ruehlig, a long-
time resident of Antioch.

But resident Natalie Wilson says
Section 8 tenants brought big
changes to Antioch, including fights,
loud parties and litter. “If a block
has five Section 8 homes, are you
going to want to move into that
neighborhood? No,” says the mid-
dle-school registrar.

Tensions have run high in Anti-
och. Section 8 tenants complained
they were being harassed by police

and filed a lawsuit in 2008, which is
still winding through the courts.

In Paradise, officially known as
Paradise Court, relations between
neighbors are more peaceful, Ms.
Newburn says.

The change marks one of the
most dramatic shifts since the 1974
creation of Section 8. The $18.1 bil-
lion Housing and Urban Develop-
ment program offers more than 2
million families the chance to live
outside of housing projects. Recipi-
ents pay a certain percentage of
their income, typically no more than
30%, each month.

BY DAWN WOTAPKA

Shawnetta Newburn, right, who worls as a cashier in a pawn shop, moved with her sons into a gated community Nevada.
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Consumerspending,
homedataareweak

A gauge of pending home sales
dipped in June, continuing a decline
tied to the expiration of a tax credit
for home buyers.

Separately, U.S. consumer spend-
ing and personal incomes, key driv-
ers of economic growth, were both
flat in June, according to the Com-
merce Department on Tuesday,
pointing to a weaker economy.

The National Association of Real-
tors’ pending homes sales index, a
leading indicator for the housing
sector, fell 2.6% to 75.7. The mea-
sure, down 18.6% from its June 2009
level, tracks transactions for exist-
ing homes in which a contract has
been signed but the deal hasn’t yet
closed. Closings tend to occur a
month or two after a signing.

The index tumbled 30% in May
after the government’s April 30
deadline for contract signings to be
eligible for the federal tax credit.
Those sales must close by Sept. 30
to receive the tax break.

Because home buyers rushed to
sign deals ahead of the deadline,
sales activity was expected to
weaken this summer.

“There could be a couple of addi-
tional months of slow home-sales
activity before picking up later in
the year, provided the job market
continues to improve,” said
Lawrence Yun, chief economist for
the Realtors group.

Pending home sales were worst
in the Northeast U.S., which
dropped 12.2%. The Midwest fell
9.5%, while the West slipped just

0.2%. The South, the area with the
most housing activity, rose 3.7%.

Ample inventories and high un-
employment are likely to keep the
housing market under pressure in
coming months.

The Commerce Department’s
consumer spending figure was un-
changed last month after growing a
revised 0.1% in May. The May figure
was originally reported as a 0.2%
rise. Personal incomes were also flat
in June, as private wages and sala-
ries fell. Incomes in May rose 0.3%,
slightly less than what the govern-
ment had previously reported.

Although the U.S. economy be-
gan emerging from the recession in
the second half of 2009, the high
unemployment rate has taken a toll
on consumer purchases and weighs
heavily on the recovery.

With the economy looking weak,
Americans are saving more. The re-
port showed that U.S. consumers
boosted savings in June and May.
Americans last month saved $725.9
billion as the national saving rate
rose to 6.4% from 6.3% in May. In
April, the savings rate stood at 6%.

Meantime, Commerce said fac-
tory orders fell in June for the sec-
ond-straight month. New orders for
U.S. manufactured goods declined
1.2% to $406 billion, in part as a re-
sult of fewer orders for construction
machinery and defense communica-
tions equipment. But a key gauge of
investment by business—nondefense
capital-goods orders excluding air-
craft—rose 0.2% from May to June.
—Luca Di Leo and Sarah N. Lynch

contributed to this article.

BY SUDEEP REDDYopens the enrollment to the

Eighth Edition of the

Master of Arts in Design
January 2011- November 2011

International postgraduate school opened in Milan by the Richemont Group,

the holding company which owns several of the world’s leading luxury goods

companies such as Cartier, Van Cleef & Arpels, Piaget, A. Lange & Söhne,

Jaeger-LeCoultre,Vacheron Constantin, Officine Panerai, IWC,

Baume & Mercier, Roger Dubuis, Montblanc, Dunhill, Lancel,

Chloé, Alaïa, Purdey, Shanghai Tang.

The Master of Arts in Design - specializing in jewellery, watchmaking, hard

products and fashion accessories - is made in collaboration with the

Poli.design, a consortium of the Politecnico of Milan, and

SDA Bocconi School of Management.

For further information please visit our website:

www.creative-academy.com

Further information:
Via Giovanni da Udine 32, 20156 Milano Italia
Tel: + 39 02 3026269 Fax: +39 02 3026705
contact: info.italia@creative-academy.com

website: www.creative-academy.com

Reserved to 20 students only, with a degree or an
equivalent qualification in the design field

Deadline for applications 20th September 2010
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C-SUITE: HEALTH

Dilemma over medical marijuana use
State laws in U.S. allowing treatment with drug put employers and workers at odds over what should be permitted

An employee recently ap-
proached Josh Ward, an executive
at a Denver plumbing company,
with a question he never thought
he’d hear.

Her husband, the employee
said, is a state-registered medical
marijuana patient. Could she buy
his marijuana with her company-
provided flexible spending ac-
count?

“We were like, ‘Whoa!’” Mr.
Ward said.

Mr. Ward did a bit of research
and quickly told the employee no.
Her account, funded with pretax
dollars, is regulated by the Inter-
nal Revenue Service and cannot
be used to purchase a drug that’s
illegal under federal statutes,
even if Colorado treats it as a le-
gitimate medication.

The employee, whom the firm
would not make available for
comment, didn’t press it, Mr.
Ward said. Still, the issue made
him uneasy. “It’s a big can of
worms,” said Mr. Ward, vice pres-
ident of Applewood Plumbing,
Heating & Electric.

Employers from coast to coast
are facing similar dilemmas.
Many are closely watching a
pending lawsuit against Wal-Mart
Stores Inc. in Michigan. An em-
ployee who used medical mari-
juana was fired by the retailer af-
ter a positive drug test on the
job.

Fourteen states and the Dis-
trict of Columbia have laws or
constitutional amendments that
allow patients with certain medi-
cal conditions such as cancer,
glaucoma or chronic pain, to use
marijuana without fear of prose-
cution. The Obama administration
has directed federal prosecutors
not to bring criminal charges
against marijuana users who fol-
low their states’ laws.

But that can put employers in
a difficult position, trying to ac-
commodate state laws on medical
marijuana use while at times hav-
ing to enforce federal rules or
company drug-use policies that
are based on federal law.

“It’s certainly an issue that’s
coming up regularly,” said Dan-
ielle Urban, an attorney with
Fisher & Phillips, a national labor
and employment law firm. “Em-
ployers are between a rock and a
hard place.”

The federal government lists
marijuana as a Schedule I drug
on par with LSD or synthetic her-
oin. Employers can fire, or refuse
to hire, employees for using the
drug without running afoul of the
Americans with Disabilities Act or
any other federal anti-discrimina-
tion statute, said Christopher
Kuczynski, assistant legal counsel
with the U.S. Equal Employment
Opportunity Commission.

State laws vary considerably.
The state Supreme Courts in Ore-
gon, California and Montana and
the Washington Court of Appeals
have all ruled that employers
have a right to fire medical-mari-
juana patients for using the drug.
The medical-marijuana laws in
Rhode Island and Maine state that
most employers may not penalize
individuals solely because of their
status as marijuana patients.

In Michigan, the law states
that registered patients shall not

be “denied any right or privilege”
or face disciplinary action at
work because they use pot. The
only exception: Employers do
have the right to terminate work-
ers who use marijuana on site or
come to work high.

But determining if a worker is
impaired on the job can be diffi-
cult.

Sean Short, a 25-year-old col-
lege student, was injured last fall
while taking pictures of skiers in
Breckenridge, Colo., for his em-
ployer, an event photographer.
Mr. Short says that, at the time,
he was using marijuana in compli-
ance with Colorado law to ease
pain from a back injury he suf-
fered as a teenager.

He says he wasn’t high when a
skier smashed into him on the
job, fracturing his shoulder. Mr.
Short says he was required by his
employer to take a urine drug
screen after the accident. He
flunked. He then gave managers
his medical-marijuana card. “They

said, ‘Sorry, we’re terminating
you,’ ” Mr. Short said.

His employer didn’t return
calls seeking comment.

Mr. Short says he’s now reluc-
tant to apply for any job requiring
a drug test. “I can have a college
degree. I can be well-spoken and
intelligent,” he said. “But as long
as I’m a ‘druggie,’ I’m going to be
discriminated against.”

Sophisticated tests can mea-
sure the amount of THC, the ac-
tive ingredient in marijuana, in
blood samples taken within four
to six hours of ingestion. Users
are generally considered high at a
level of five nanograms of THC
per milliliter of blood, said Robert
Lantz, director of Rocky Mountain
Instrumental Laboratories, a
drug-testing facility in Fort Col-
lins, Colo.

Such precise tests require ex-
pensive instruments. Dr. Lantz’s
lab charges $450 for a single
blood test; his bulk discount rate
is $200 per test. Many employers

use far cheaper, less sensitive
urine screens. At OnSite Medical
Testing, a lab in Greenwood Vil-
lage, Colo., a basic urine test
costs $35, or $25 for bulk clients.

The typical urine screen can
detect the presence of metabo-
lized THC compounds, but can’t
determine when the marijuana
was ingested or in what quanti-
ties, Dr. Lantz said. Some users
test positive on a urine screen
weeks or even months after last
smoking a joint. And there’s no
way to tell from this basic screen
when and how much an individual
smoked or whether an individual
is high, he said

Advocates of legalized mari-
juana say they would never insist
that workers be allowed to use
the drug on duty. “No one thinks
you should be able to get stoned
and go to work, obviously,” said
Keith Stroup, legal counsel for the
national advocacy group NORML.
Still, Mr. Stroup argues that, ab-
sent clear signs of impairment,

employers should trust workers
who have valid medical-mari-
juana-registration cards to take
the drug responsibly.

Too dangerous, some employ-
ers say. At Hoffman Construction
Co. in Portland, Ore., cannabis has
been implicated more than any
other drug in workplace accidents
resulting in injury or property
damage, said Dan Harmon, a vice
president.

Any move to permit off-duty
drug use raises “real safety con-
cerns,” Mr. Harmon said. His firm
doesn’t accept medical-marijuana
cards, he said. To do so would be
“disastrous.”

Employers and medical-mari-
juana patients are hoping the
Michigan lawsuit can bring some
clarity to the situation.

Joseph Casias, who says he
uses medical marijuana to ease
pain from an inoperable brain tu-
mor, sued Wal-Mart in a state
court in June, saying the retailer
was wrong to fire him from his
job as an inventory manager in
Battle Creek, Mich., after he
tested positive for marijuana.

Mr. Casias, who is represented
by the American Civil Liberties
Union, says he uses cannabis on
his oncologist’s advice and in
compliance with Michigan law.
The 30-year-old father of two
says he takes the drug at night
and has never come to work high.
But last November, he failed a
drug test that was administered
as a matter of company policy af-
ter he twisted his knee on the job.

A Wal-Mart spokesman called
the case “unfortunate” and the
decision to fire Mr. Casias “diffi-
cult.” But, he said: “As more
states allow this treatment, em-
ployers are left without any
guidelines except the federal stan-
dard. In these cases, until further
guidance is available, we will al-
ways default to what we believe
is the safest environment for our
associates and customers.”

BY STEPHANIE SIMON

Sean Short was fired after a drug test, despite his valid card for medical marijuana, inset.
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ON THE CHART

460
milligrams of sodium are
in an average tuna-salad
sandwich. The World
Health Organization
recommends a daily

consumption of less than
2,000 milligrams of sodium.

Source: Johns Hopkins University
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WASHINGTON—The U.S. Trea-
sury blacklisted 21 state-owned Ira-
nian companies as part of a growing
and coordinated international effort
to undercut Tehran’s ability to use
units in Europe and Asia to facilitate
financial transactions and weapons
development.

The Obama administration’s
point man in its financial war on
Iran, Stuart Levey, also announced
Tuesday U.S. sanctions against key
leaders in Iran’s elite military unit,
the Islamic Revolutionary Guard
Corps, as well measures targeting
Iranian foundations accused of sup-
porting militant groups in Lebanon,
Afghanistan and the Palestinian ter-
ritories.

“As its isolation from the inter-
national financial and commercial
systems increases, the government
of Iran will continue efforts to evade
sanctions, including using govern-
ment-owned entities around the
world,” said Mr. Levey, the Trea-
sury’s undersecretary for terrorism
and financial intelligence. “Today’s
identifications will mitigate the risk
that such entities pose.”

The Treasury’s moves mark the
latest in an escalating response
from the U.S., its overseas allies,
and the United Nations to Iran’s
continued pursuit of nuclear tech-
nologies. Tehran says it is seeking
to develop civilian nuclear power,
but the U.S. alleges Iran is covertly
developing atomic weapons.

In June, the U.N. Security Coun-
cil passed its fourth round of eco-
nomic sanctions against Tehran
aimed at curtailing its nuclear work.
The U.S. Congress followed by pass-

ing extensive legislation targeting
Iranian banks and energy compa-
nies. And the European Union last
month banned any new investment
in Tehran’s oil and gas sector and
significantly limited European com-
panies’ ability to do business with
Iranian financial, insurance and
transportation firms.

Mr. Levey said Tuesday that Iran
has increasingly utilized foreign
front companies to try to conduct fi-
nancial transactions and facilitate
Iran’s development of military tech-
nologies as the sanctions have
mounted.

Included on the new U.S. black-
list are nine Iranian companies
based in Germany. Mr. Levey said
the Treasury notified Germany and
all other countries affected by the

sanctions ahead of the announce-
ment. A spokeswoman for the Ger-
man Embassy in Washington de-
clined to comment.

The list also includes two com-
panies in Belarus and one each in
Japan and Italy. Some of these firms
are owned by Iranian entities previ-
ously sanctioned by the Treasury,
said Mr. Levey.

Onerbank ZAO of Belarus, for ex-
ample, is owned by the previously
designated Bank Saderat, according
to the Treasury. Bank Torgovoy Kap-
ital ZAO is owned by Iran’s Bank
Tejarat, it says.

U.S. individuals and companies
are banned from conducting any
business with the companies listed
on the Treasury’s Iranian Transac-
tions Regulations list, which has

now grown to 58. But Mr. Levey said
the bigger impact is that foreign
governments and firms will also be
pressured to cease business with
these Iranian companies for fear of
running afoul of growing U.S. and
U.N. sanctions.

“What we have found is that in
many circumstances … the financial
institutions will say they do not
wish to do business with anyone
identified on this list,” said Mr.
Levey, who noted that thousands of
global firms are being notified of
the new Treasury actions. “This al-
lows us to take action and create a
multilateral coalition to enforce it.”

The Treasury on Tuesday also
sanctioned four leaders of the Revo-
lutionary Guards’ Qods Force, which
the U.S. believes oversees Tehran’s

financial support for militant groups
such as Hezbollah in Lebanon,
Hamas in the Palestinian territories,
and the Taliban in Afghanistan.

Among those targeted were
Hushang Allahdad, whom the Trea-
sury says is the Qods Force’s chief
financial officer, and Gen. Hossein
Musavi, believed to head the Qods
Force’s Ansar Corps, which is active
in Afghanistan. The sanctions freeze
any assets they might have in the
U.S. and bans them from conducting
U.S. dollar transactions. U.S. compa-
nies and business are also prevented
from doing business with them.

The Treasury also sanctioned
two Iranian-controlled foundations
that the U.S. believes facilitates the
flow of arms and money into Hez-
bollah’s operations inside Lebanon.
These include the Iranian Commit-
tee for the Reconstruction of Leba-
non and the Imam Khomeini Relief
Committee-Lebanon Branch.

The U.S. and its allies have made
the Islamic Revolutionary Guard
Corps a principal target of its grow-
ing sanctions campaign. The EU last
month banned all business dealings
with the guard corps and the U.N.
blacklisted a number of IRGC busi-
nesses, including the Khatam al-An-
biya business conglomerate.

Mr. Levey said the IRGC is in-
creasingly dominating Iran’s busi-
ness sector and pushing out many
smaller Iranian merchants and com-
panies. The Iranian people are be-
coming more and more victimized”
by the IRGC, Mr. Levey said.

U.S. and European officials have
said in recent weeks that they be-
lieve the international sanctions are
having an increasing impact on
Iran’s ability to conduct business.

BY JAY SOLOMON

Senate begins Kagan debate
WASHINGTON—The full U.S.

Senate began debating Elena Ka-
gan’s nomination to the Supreme
Court on Tuesday, with Republicans
continuing to say she was a political
nominee who would seek to advance
a liberal agenda.

The Senate Judiciary Committee
voted 13-6 in favor of Ms. Kagan last
month, and there is little doubt she
will be confirmed when the full Sen-
ate votes, likely on Thursday. Al-
ready, five Republicans have de-
clared they will vote for her,
ensuring she will have more than
the 60 votes required to close off
debate on her nomination.

But the majority of Republicans
are expected to oppose her, citing
what they describe as her lack of
qualifications and other reasons.

Republican criticism of Ms. Ka-
gan has centered around her policy
work in the Clinton White House
and her decision to limit military re-
cruiters’ access to Harvard Law
School students because of the mili-
tary’s “don’t ask, don’t tell” policy
on gays.

Sen. Jeff Sessions (R., Ala.) said
Tuesday on the Senate floor that
she lacks “real world” experience
and would be tempted to engage in
“political spin” from the high court.

“Her testimony [before the Sen-
ate Judiciary Committee] lacked
clarity, accuracy and the kind of in-
tellectual honesty you would look
for from someone who sits on such
a high court,” Mr. Sessions said.

Senate Judiciary Committee

Chairman Patrick Leahy (D., Vt.) de-
fended the nominee, saying she had
“reflected an understanding of the
judicial role and a traditional view
of deference to Congress and judi-
cial precedent.”

“She indicated that she will not
be the kind of justice who would
substitute her personal preferences
and overrule congressional efforts
designed to protect hardworking
Americans pursuant to our constitu-
tional role,” said Mr. Leahy.

Virtually every Democratic sena-
tor is expected to support Ms. Ka-
gan, with the exception of Sen. Ben
Nelson (D., Neb.), who said last
week he would oppose her. Republi-
cans said Ms. Kagan would be the
first nominee put forward by a
Democratic president to face oppo-
sition from a Democratic senator

since 1968.
Mr. Nelson said Ms. Kagan’s lack

of a judicial record made it impossi-
ble for him to support her.

On the other side of the aisle,
Maine Republicans Susan Collins
and Olympia Snowe were joined by
Lindsey Graham of South Carolina,
Judd Gregg of New Hampshire and
Richard Lugar of Indiana in saying
they would support Ms. Kagan.

In May, President Barack Obama
nominated Ms. Kagan to succeed
John Paul Stevens as an associate
justice. Justice Stevens, 90 years
old, is retiring after more than three
decades on the Supreme Court.

Her likely confirmation isn’t ex-
pected to change the current con-
servative majority on the court, as
Justice Stevens was seen as the
leader of the liberal justices.

BY SHAYNDI RAICE
AND COREY BOLES

A vote on Elena Kagan, above during her hearings in June, is likely Thursday.
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On the list
These 21 companies, including ones based in Europe, have been identified as being ultimately controlled from Iran

� Iran-based: Export Development Bank of Iran; Sina Bank; Iran Foreign Investment Co. (IFIC); Iranian Mines and Mining
Industries Development and Renovation Organization (Imidro); Industrial Development and Renovation Organization of
Iran; Machine Sazi Arak Co.; Mahab Ghodss Consulting Engineering Co.

� Belarus-based: Onerbank ZAO, owned or controlled by Bank Refah Kargaran, Bank Saderat Iran, and Export
Development Bank of Iran; Bank Torgovy Kapital ZAO, owned or controlled by Bank Tejarat, an entity identified as being
owned or controlled by the government of Iran.

� Germany-based: IFIC Holding AG, owned by IFIC, an entity owned by the Iranian government aimed at managing and
expanding Iranian holdings abroad; IHAG Trading GmbH, owned by IFIC; Ascotec Holding GmbH, owned by Imidro; Mines
& Metals Engineering GmbH; Ascotec Steel Trading GmbH; Ascotec Mineral & Machinery GmbH; Ascotec Science &
Technology GmbH; Breyeller Stahl Technology GmbH; West Sun Trade GmbH, owned by Machine Sazi Arak Co.

� Italy-based: Irasco SRL owned or controlled by Ascotec Holding GmbH

� Luxembourg-based: Metal & Mineral Trade SarL, owned or controlled by Ascotec Holding GmbH

� Japan-based: Ascotec Japan, owned by Ascotec Holding GmbH
Source: U.S. Treasury

U.S. blacklists 21 Iranian companies

Mississippi leads states
in rate of adult obesity

Colorado has the lowest rate of
obese adults and Mississippi has the
greatest, according to a new govern-
ment survey that underlines the
growing girth of many Americans.

The report, released Tuesday by
the Centers for Disease Control and
Prevention, found that 18.6% of
adults age 18 and over in Colorado
were obese in 2009, making it the
only state, along with Washington,
D.C., with an obesity rate below
20%. By contrast, 34.4% of adults in
Mississippi were obese.

Ten years ago, 28 states had obe-
sity rates of below 20% of their
adult population, the CDC said. In
the latest survey, Colorado is the
only state, along with Washington,
D.C., that fits that description. Also,
no state had an obesity rate above
30% in 2000, whereas nine states
are above that threshold today, it
said. Those states are Alabama, Ar-
kansas, Kentucky, Louisiana, Missis-
sippi, Missouri, Oklahoma, Tennes-
see, and West Virginia.

Overall, the report found that
26.7% of adults nationwide are
obese. That’s up from 25.6% in a
2007 survey, and suggests that an
additional 2.4 million Americans
joined the ranks of the obese in the
two-year interim. In 2000, the com-
parable number was 19.8%.

But the CDC said the overall obe-
sity rate today is probably much
higher; it said the study relied on
telephone surveys with about

400,000 adults who were asked to
self-report their height and weight,
information that people often mis-
represent. Indeed, the CDC pointed
to a report it issued in January that
found the prevalence of obesity was
33.8% nationwide (32.2% for men
and 35.5% for women). The earlier
study was based on actual measure-
ments of height and weight among
5,555 adults in 2007 and 2008.

“Obesity continues to be a major
public health problem,” said CDC Di-
rector Thomas Frieden. “We need
intensive, comprehensive and ongo-
ing efforts to address obesity. If we
don’t, more people will get sick and
die from obesity-related conditions
such as heart diseases, stroke, Type
2 diabetes and certain types of can-
cer.”

BY MAYA JACKSON RANDALL
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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 404.00 -0.50 -0.12% 705.00 343.25
Soybeans (cents/bu.) CBOT 1018.00 8.00 0.79% 1,555.00 809.75
Wheat (cents/bu.) CBOT 680.00 -13.25 -1.91 762.75 442.50
Live cattle (cents/lb.) CME 94.225 -0.200 -0.21 96.900 86.700
Cocoa ($/ton) ICE-US 3,058 -24 -0.78 3,522 2,237
Coffee (cents/lb.) ICE-US 166.65 -5.85 -3.39 181.50 121.75
Sugar (cents/lb.) ICE-US 18.59 -0.81 -4.18 22.78 11.79
Cotton (cents/lb.) ICE-US 79.80 0.46 0.58 100.50 53.87
Crude palm oil (ringgit/ton) MDEX 2,562.00 -8 -0.31 2,583 2,250
Cocoa (pounds/ton) LIFFE 2,259 2 0.09 2,470 1,579
Robusta coffee ($/ton) LIFFE 1,717 -61 -3.43 1,827 1,282

Copper (cents/lb.) COMEX 335.85 -3.10 -0.91 366.70 166.00
Gold ($/troy oz.) COMEX 1187.50 2.10 0.18 1,270.60 675.00
Silver (cents/troy oz.) COMEX 1842.20 0.30 0.02 1,986.50 1,338.00
Aluminum ($/ton) LME 2,205.00 14.00 0.64 2,481.50 1,791.00
Tin ($/ton) LME 19,750.00 -50.00 -0.25 19,800.00 13,550.00
Copper ($/ton) LME 7,377.00 12.00 0.16 7,970.00 5,885.00
Lead ($/ton) LME 2,205.00 95.00 4.50 2,615.00 1,580.00
Zinc ($/ton) LME 2,078.50 48.50 2.39 2,659.00 1,617.00
Nickel ($/ton) LME 21,625 125 0.58 27,590 15,910

Crude oil ($/bbl.) NYMEX 82.55 1.21 1.49 132.65 54.11
Heating oil ($/gal.) NYMEX 2.2000 0.0462 2.15 3.4065 1.4750
RBOB gasoline ($/gal.) NYMEX 2.1935 0.0250 1.15 2.4345 1.4265
Natural gas ($/mmBtu) NYMEX 4.639 -0.062 -1.32 10.810 4.140
Brent crude ($/bbl.) ICE-EU 82.68 1.86 2.30 108.50 59.80
Gas oil ($/ton) ICE-EU 697.50 11.00 1.60 764.75 580.00

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

Currencies London close on Aug. 3
Per In

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

Argentina peso-a 5.2039 0.1922 3.9363 0.2540
Brazil real 2.3293 0.4293 1.7619 0.5676
Canada dollar 1.3536 0.7387 1.0239 0.9767

1-mo. forward 1.3542 0.7384 1.0243 0.9763
3-mos. forward 1.3556 0.7377 1.0254 0.9752
6-mos. forward 1.3586 0.7361 1.0276 0.9731

Chile peso 684.89 0.001460 518.05 0.001930
Colombia peso 2427.09 0.0004120 1835.85 0.0005447
Ecuador US dollar-f 1.3221 0.7564 1 1
Mexico peso-a 16.6552 0.0600 12.5980 0.0794
Peru sol 3.7169 0.2690 2.8115 0.3557
Uruguay peso-e 27.499 0.0364 20.800 0.0481
U.S. dollar 1.3221 0.7564 1 1
Venezuela bolivar 5.68 0.176126 4.29 0.232848

ASIA-PACIFIC
Australia dollar 1.4479 0.6907 1.0952 0.9131
China yuan 8.9546 0.1117 6.7733 0.1476
Hong Kong dollar 10.2614 0.0975 7.7617 0.1288
India rupee 60.9796 0.0164 46.1250 0.0217
Indonesia rupiah 11817 0.0000846 8939 0.0001119
Japan yen 113.46 0.008813 85.83 0.011652

1-mo. forward 113.44 0.008816 85.80 0.011655
3-mos. forward 113.37 0.008820 85.76 0.011661
6-mos. forward 113.25 0.008830 85.66 0.011674

Malaysia ringgit-c 4.1770 0.2394 3.1595 0.3165
New Zealand dollar 1.8008 0.5553 1.3621 0.7342
Pakistan rupee 113.432 0.0088 85.800 0.0117
Philippines peso 59.651 0.0168 45.120 0.0222
Singapore dollar 1.7854 0.5601 1.3505 0.7405
South Korea won 1548.85 0.0006456 1171.55 0.0008536
Taiwan dollar 42.008 0.02380 31.775 0.03147
Thailand baht 42.550 0.02350 32.185 0.03107

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

Euro zone euro 1 1 0.7564 1.3221
1-mo. forward 1.0000 1.0000 0.7564 1.3220
3-mos. forward 1.0003 0.9997 0.7566 1.3217
6-mos. forward 1.0008 0.9992 0.7570 1.3209

Czech Rep. koruna-b 24.780 0.0404 18.744 0.0534
Denmark krone 7.4508 0.1342 5.6358 0.1774
Hungary forint 281.38 0.003554 212.84 0.004698
Norway krone 7.8854 0.1268 5.9646 0.1677
Poland zloty 4.0039 0.2498 3.0286 0.3302
Russia ruble-d 39.313 0.02544 29.737 0.03363
Sweden krona 9.3762 0.1067 7.0922 0.1410
Switzerland franc 1.3731 0.7283 1.0386 0.9628

1-mo. forward 1.3726 0.7285 1.0382 0.9632
3-mos. forward 1.3717 0.7290 1.0376 0.9638
6-mos. forward 1.3703 0.7297 1.0365 0.9648

Turkey lira 1.9773 0.5057 1.4957 0.6686
U.K. pound 0.8287 1.2066 0.6269 1.5953

1-mo. forward 0.8289 1.2065 0.6270 1.5950
3-mos. forward 0.8291 1.2061 0.6272 1.5945
6-mos. forward 0.8297 1.2053 0.6276 1.5935

MIDDLE EAST/AFRICA
Bahrain dinar 0.4984 2.0064 0.3770 2.6526
Egypt pound-a 7.5231 0.1329 5.6905 0.1757
Israel shekel 4.9696 0.2012 3.7590 0.2660
Jordan dinar 0.9367 1.0675 0.7086 1.4113
Kuwait dinar 0.3788 2.6401 0.2865 3.4903
Lebanon pound 1984.40 0.0005039 1501.00 0.0006662
Saudi Arabia riyal 4.9579 0.2017 3.7502 0.2667
South Africa rand 9.6213 0.1039 7.2776 0.1374
United Arab dirham 4.8558 0.2059 3.6730 0.2723

SDR -f 0.8621 1.1600 0.6521 1.5335

a-floating rate b-commercial rate c-government rate c-commercial rate d-Russian Central Bank rate f-Special Drawing Rights
from the International Monetary Fund ; based on exchange rates for U.S., British and Japanese currencies.
Note: Based on trading among banks in amounts of $1 million and more, as quoted by Thomson Reuters.

Major stock market indexes Stock indexes from around the world, grouped by region. Shown in local-currency terms.

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

23 EUROPE Stoxx Europe 600 262.06 -0.03 -0.01% 3.5% 15.0%

14 Stoxx Europe 50 2542.87 -1.75 -0.07 -1.4 9.4

27 Euro Zone Euro Stoxx 268.67 0.06 0.02% -2.2 8.7

14 Euro Stoxx 50 2818.97 -3.20 -0.11 -5.0 5.5

17 Austria ATX 2545.71 13.20 0.52 2.0 9.6

8 Belgium Bel-20 2588.92 9.57 0.37 3.1 18.5

12 Czech Republic PX 1189.7 -0.6 -0.05 6.5 8.9

22 Denmark OMX Copenhagen 395.76 4.33 1.11 25.4 32.5

16 Finland OMX Helsinki 6827.80 24.08 0.35 5.8 17.1

14 France CAC-40 3747.51 -4.52 -0.12 -4.8 7.8

13 Germany DAX 6307.91 15.78 0.25 5.9 16.4

... Hungary BUX 23114.45 -39.40 -0.17 8.9 30.7

19 Ireland ISEQ 2961.86 -0.69 -0.02 -0.4 2.8

14 Italy FTSE MIB 21498.32 -49.52 -0.23 -7.5 2.5

17 Netherlands AEX 339.00 -0.66 -0.19 1.1 18.2

9 Norway All-Shares 416.65 0.46 0.11 -0.8 17.9

17 Poland WIG 43412.75 14.48 0.03 8.6 22.8

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

13 Portugal PSI 20 7531.06 18.46 0.25 -11.0 0.6

... Russia RTSI 1517.65 -5.51 -0.36% 6.4 41.2

10 Spain IBEX 35 10871.4 36.0 0.33% -8.9 ...

15 Sweden OMX Stockholm 334.58 -0.10 -0.03 11.7 24.2

13 Switzerland SMI 6337.72 16.08 0.25 -3.2 6.7

... Turkey ISE National 100 60078.50 -614.74 -1.01 13.7 34.4

13 U.K. FTSE 100 5396.48 -0.63 -0.01 -0.3 15.5

22 ASIA-PACIFIC DJ Asia-Pacific 125.39 1.11 0.89 1.9 8.6

... Australia SPX/ASX 200 4571.59 30.00 0.66 -6.1 6.1

... China CBN 600 24021.27 -418.55 -1.71 -17.3 -19.6

16 Hong Kong Hang Seng 21457.66 44.87 0.21 -1.9 3.2

19 India Sensex 18114.83 33.62 0.19 3.7 14.4

... Japan Nikkei Stock Average 9694.01 123.70 1.29 -8.1 -6.6

... Singapore Straits Times 3014.77 -10.27 -0.34 4.0 13.8

11 South Korea Kospi 1790.60 8.33 0.47 6.4 14.3

18 AMERICAS DJ Americas 299.84 -1.04 -0.35 1.1 13.5

... Brazil Bovespa 68292.98 -224.48 -0.33 -0.4 21.5

17 Mexico IPC 32806.14 -10.38 -0.03 2.1 17.6

*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 1.0952 1.7471 1.0545 0.1544 0.0368 0.1836 0.0128 0.2913 1.4479 0.1943 1.0696 ...

Canada 1.0239 1.6334 0.9858 0.1444 0.0344 0.1717 0.0119 0.2724 1.3536 0.1817 ... 0.9349

Denmark 5.6358 8.9905 5.4263 0.7947 0.1895 0.9449 0.0657 1.4993 7.4508 ... 5.5042 5.1460

Euro 0.7564 1.2066 0.7283 0.1067 0.0254 0.1268 0.0088 0.2012 ... 0.1342 0.7387 0.6907

Israel 3.7590 5.9965 3.6193 0.5300 0.1264 0.6302 0.0438 ... 4.9696 0.6670 3.6713 3.4323

Japan 85.8250 136.9123 82.6353 12.1014 2.8862 14.3892 ... 22.8319 113.4649 15.2285 83.8217 78.3668

Norway 5.9646 9.5149 5.7429 0.8410 0.2006 ... 0.0695 1.5867 7.8854 1.0583 5.8253 5.4462

Russia 29.7365 47.4372 28.6313 4.1929 ... 4.9855 0.3465 7.9107 39.3131 5.2764 29.0424 27.1524

Sweden 7.0922 11.3138 6.8286 ... 0.2385 1.1891 0.0826 1.8867 9.3762 1.2584 6.9266 6.4758

Switzerland 1.0386 1.6568 ... 0.1464 0.0349 0.1741 0.0121 0.2763 1.3731 0.1843 1.0144 0.9483

U.K. 0.6269 ... 0.6036 0.0884 0.0211 0.1051 0.0073 0.1668 0.8287 0.1112 0.6122 0.5724

U.S. ... 1.5953 0.9628 0.1410 0.0336 0.1677 0.0117 0.2660 1.3221 0.1774 0.9767 0.9131

Source: Thomson Reuters via WSJ Market Data Group

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of August 03, 2010

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

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

2.50% 16 ALL COUNTRY (AC) WORLD* 296.69 -2.34% -0.9% 11.5%

2.60 16 World (Developed Markets) 1,152.17 -2.37 -1.4 10.3

2.40 17 World ex-EMU 137.01 -2.15 0.3 11.8

2.40 17 World ex-UK 1,147.80 -2.19 -1.3 10.1

3.10 17 EAFE 1,517.29 -2.79 -4.0 6.4

2.20 15 Emerging Markets (EM) 1,012.94 -2.13 2.4 20.0

3.40 15 EUROPE 90.86 2.66 2.9 15.9

3.60 15 EMU 162.00 -3.74 -10.2 2.2

3.30 16 Europe ex-UK 97.82 2.52 1.2 13.8

4.50 12 Europe Value 99.15 3.07 -0.3 12.7

2.30 18 Europe Growth 80.74 2.26 6.0 19.0

2.30 21 Europe Small Cap 173.87 2.19 10.6 28.6

2.10 9 EM Europe 314.29 2.52 12.8 38.9

3.60 13 UK 1,599.34 2.63 -0.5 16.8

2.80 19 Nordic Countries 159.14 3.14 16.8 29.3

1.80 8 Russia 760.07 2.87 1.8 28.1

2.30 20 South Africa 747.97 1.41 5.8 17.0

2.70 17 AC ASIA PACIFIC EX-JAPAN 416.90 -1.88 0.1 14.9

1.90 26 Japan 529.46 0.24 -6.9 -10.2

2.30 17 China 63.81 2.07 -1.5 4.5

1.00 21 India 729.37 1.03 3.1 17.9

1.20 10 Korea 505.37 1.38 5.1 15.6

3.40 24 Taiwan 281.80 2.08 -4.8 9.0

1.90 18 US BROAD MARKET 1,258.75 -2.09 1.8 15.4

1.30 51 US Small Cap 1,786.65 -1.79 6.9 22.9

2.40 15 EM LATIN AMERICA 4,155.55 -2.04 0.9 28.6

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

Thomson Reuters is the primary data provider for several statistical tables in The Wall Street Journal, including foreign
stock quotations, futures and futures options prices, and foreign exchange tables. Reuters real-time data feeds are used
to calculate various Dow Jones Indexes.

Dow Jones Indexes
Price-to-

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

2.25% 19 Global TSM 2322.37 0.09% 10.6%

1.95 16 Global Dow 1355.50 -0.15% 14.5% 1903.39 0.12 5.1

2.27 14 Global Titans 50 165.20 -0.12 13.0 163.13 0.15 3.8

2.71 19 Europe TSM 2555.17 0.29 6.2

2.30 20 Developed Markets TSM 2243.54 0.16 9.6

2.16 15 Emerging Markets TSM 4231.42 -0.46 20.3

2.88 25 Africa 50 862.00 -0.20 18.8 723.32 0.08 9.1

2.55 13 BRIC 50 473.30 -0.81 26.3 596.55 -0.54 16.0

3.21 18 GCC 40 538.80 0.43 1.2 452.13 0.70 -7.1

1.91 20 U.S. TSM 11569.38 -0.41 12.7

3.25 28 Kuwait Titans 30 -c 199.04 0.35 -12.5

1.63 RusIndex Titans 10 -c 3436.50 -1.29 38.4 5600.47 -1.78 21.6

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

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

2.01% 10 Turkey Titans 20 -c 640.10 -1.54% 46.6% 726.79 -0.98% 37.4%

4.66 15 Global Select Div -d 174.90 -0.13 22.9 197.85 0.14 12.9

5.24 11 Asia/Pacific Select Div -d 269.26 -0.13 7.7

4.12 15 U.S. Select Dividend -d 331.42 -0.19 17.1

1.64 17 Islamic Market 1937.99 0.07 9.7

2.00 14 Islamic Market 100 1776.00 -0.10 14.1 2009.58 0.17 4.8

3.28 13 Islamic Turkey -c 1612.40 -0.75 34.2 3143.16 -0.18 25.8

2.46 16 Sustainability 874.90 -0.06 16.5 976.66 0.21 7.0

3.45 20 Brookfield Infrastructure 1664.20 -0.11 29.9 2097.71 0.16 19.3

1.14 23 Luxury 1023.10 -0.53 30.9 1146.73 -0.25 20.2

2.96 8 UAE Select Index 230.70 1.41 -9.6

DJ-UBS Commodity 141.20 -0.32 12.0 135.53 -0.05 2.9

*Fundamentals are based on data in U.S. dollar. Footnotes: a-in US dollar. b-dividends reinvested. c-in local currency. Note:All data as of 2 p.m.ET. Source: DowJones Indexes

GLOBAL MARKETS LINEUP
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Gates takes lead
in push to trim
defense costs

U.S. Secretary of Defense Robert
Gates met with more than a dozen
top defense-industry executives last
week to deliver a message: Start de-
livering cost savings, or the govern-
ment will do it for you.

The meeting raised the stakes for
a sweeping initiative launched by
Mr. Gates this summer to trim the
fat from the $700 billion U.S. mili-
tary budget. Mr. Gates aims to real-
ize savings of $100 billion over the
next five years, freeing up money to
ensure troops overseas are properly
equipped and supported even as mil-
itary budgets flatten.

The moves come amid continued
concern about the federal budget
deficit, especially as fall political
campaigns approach. Some lawmak-
ers, such as Reps. Barney Frank, a
Massachusetts Democrat, and Ron
Paul, a Texas Republican, have called
for shrinking the military budget.
After entitlement programs such as
Medicare and Social Security, the
military is the next biggest source of
government spending.

At a news conference Thursday,
Mr. Gates described the July 29
meeting as “routine.” But a person
familiar with the meeting said Mr.
Gates made it clear he was person-
ally invested in the cost-savings
drive and wanted industry leaders to
support him. “It is his attempt to

lead this reform, rather than have
somebody else do it,” the person
said.

Loren Thompson, an analyst with
the nonprofit Lexington Institute
and a consultant to the industry,
said the effort to wring more effi-
ciency out of the Pentagon budget
might spare industry from more dra-
conian cuts. “Although industry
doesn’t much care for the efficiency
drive, it’s beginning to realize Gates
is the best protection it has against
much deeper cuts coming from the
White House,” he said.

In late June, Ashton Carter, the
Pentagon’s acquisition chief, held
closed-door sessions with top de-
fense industry executives to explain
the new initiative, which is supposed
to achieve 2% to 3% in annual sav-
ings by increasing productivity and
efficiency. The Pentagon’s belt-tight-
ening has caused consternation
within the industry about the poten-
tial impact on profits. Defense offi-
cials have suggested they might en-
courage changes in how defense
contracts are structured, perhaps
moving away from those that guar-
antee a fixed profit in favor of risk-
ier, fixed-price contracts.

Some companies are already re-
aligning their business strategies in
response to this new age of auster-
ity. Most recently, Northrop Grum-
man Corp. said it would consolidate
Gulf Coast shipyard operations and

might consider exiting the ship-
building industry entirely. Industry
executives say more such job-sap-
ping moves may be in the offing.

Pentagon spokesman Geoff Mor-
rell said the Pentagon wasn’t plan-
ning to cut its budget but instead
was “trying to live with the minimal
real growth that we are likely to
have over the next several years.”
Mr. Gates is concerned about what
Congress may do to tackle the loom-
ing budget crunch, he said.

Some attendees were encouraged
by Mr. Gates’s remarks that he didn’t
want to hurt their profitability. One
person familiar with the meeting
paraphrased defense officials as say-
ing: “We are not going to zap your
profits. We will reward you if there
are efficiency gains.”

Mr. Gates has already undertaken
serious efforts to scale back on big-
ticket weapons systems. Last year, he
rolled out a budget that ended pro-
duction of the F-22 fighter and termi-

nated a Navy destroyer program.
The Aerospace Industries Associ-

ation, the main U.S. defense trade
group, presented industry concerns
at the meeting. The group outlined
priorities such as revamping export-
control regulations to make U.S.
firms more competitive and re-eval-
uating a move to replace contractors
with government workers.

“The good news is that the DoD
is not in broadcast-only mode,” said
Michael Strianese, the chief execu-
tive of L-3 Communications Hold-
ings Inc.

Within both the Pentagon and
the defense industry, some worry
about the repetition of a historical
pattern: A dramatic reduction in
Pentagon spending makes it makes
it difficult to ramp up military pro-
duction the next time a national se-
curity crisis arises. Andrew Koch, se-
nior vice president at Scribe
Strategies & Advisors, a defense
consulting firm, said the potential

downturn for the industry would be
serious. And he predicted that af-
fordability would become a more
major factor in future defense-pro-
curement contests: “We’re at the top
of the mountain, and downhill is go-
ing to be steep.”

Price has become a big factor in
a $35 billion contest to build a fleet
of aerial refueling tankers for the
U.S. Air Force. Boeing Co. is in the
running with the European Aero-
nautic Defence & Space Co.

Dennis Muilenburg, chief execu-
tive of Boeing’s Defense, Space & Se-
curity segment, said the challenge is
striking the right balance. “We’re
very focused on helping our Air
Force customer meet their future
warfighter needs, and we’re going to
give them a very effective and effi-
cient proposal,” he said. “But we’re
also going to do something that’s fi-
nancially responsible, something
that meets the needs of our share-
holders.”

BY NATHAN HODGE

Defense Secretary Robert Gates, seen in Washington in June, wants to save $100 billion over the next five years by
having U.S. defense contractors find efficiencies and increase productivity. At right, Lockheed Martin unveiled its Joint
Strike Fighter on July 7 in Fort Worth, Texas.
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The New York City Landmarks
Commission unanimously voted
Tuesday to deny landmark designa-
tion to the site of the proposed
mosque near Ground Zero, paving
the way for the controversial com-
munity center and worship space to
rise two blocks from the site of the
Sept. 11, 2001, terrorist attacks.

The commission’s chairman, Rob-
ert B. Tierney, said the building at
45-47 Park Place “does not rise to
the level of an individual landmark.”
The 11-member panel is appointed
by Mayor Michael Bloomberg, who
has defended the mosque as an ex-
ample of religious freedom.

The proposed community center
has become the center of an intense
national controversy, prompting op-
ponents to call on the commission to
grant landmark status in hopes of
blocking the plan.

The commission’s vote—taking
place under heavy police presence at
a theater at Pace University in
Lower Manhattan—is viewed as the
principal municipal hurdle for the
mosque, which is now free to move
forward.

Commissioner after commis-
sioner said the building, constructed
in 1857-58, isn’t unique and lacks the
characteristics necessary for a land-
mark. Manhattan has more than
11,000 landmarked properties.

Manhattan resident Linda Rivera
sat in the audience holding a sign
that read “Don’t glorify murders of
3,000—no 9/11 victory mosque.”

As the commissioners left the

room, another audience member,
Andy Sullivan of Queens, asked if
any of them had lost a loved one
during the terrorist attacks. He said
commissioners should look into the
television cameras and “apologize
for this disgrace.”

Mr. Sullivan, who is in the con-
struction business, predicted that
some construction workers will re-
fuse to build the mosque. “You’re
going to have a problem getting la-
bor there because everybody I talked
to—they will not lift a finger to con-
struct that disgrace.”

Megan Pugney, a New Jersey res-

ident who works for the Muslim
Consultative Network, a local advo-
cacy organization, came out Tuesday
to support the mosque. She praised
the commission’s decision.

“Regardless of their personal
opinion of what they believe of a
community center being built, they
made the decision based on fact,”
Ms. Pugney said.

Asked what she would say to
families who lost loved ones on
Sept. 11, she said, “I know your pain.
I know many of the people who also
passed… I feel your pain. It was not
real Muslims who did that.”

BY MICHAEL HOWARD SAUL

Ground Zero mosque gets OK

Activists outside the New York City Landmarks Commission’s meeting Tuesday.
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U.S. NEWS

Grid vulnerable to holes
in security, report warns

Computer networks controlling
the electric grid are plagued with
security holes that could allow in-
truders to redirect power delivery
and steal data, the Energy Depart-
ment warned in a recent report.

Many of the security vulnerabili-
ties are strikingly basic and fixable
problems, including a failure to in-
stall software security patches or
poor password management. Many
of the fixes would be inexpensive,
according to the Idaho National Lab,
an Energy Department facility that
conducted the study.

The report reinforces concerns
that intelligence officials have
raised in recent years about growing
surveillance of the electric grid by
Chinese and Russian cyber-spies,
which The Wall Street Journal re-
ported last year.

One worry is that a foreign coun-
try could shut down power in parts
of the U.S.

The report’s release comes hot
on the heels of a report from Sie-
mens AG, the German engineering
firm, which said it had detected an
attack targeting critical infrastruc-
ture, the collective term for systems
such as electric grids, subways and
air-traffic control. Siemens issued a
tool to detect and fix the security
gap July 22, an unusual acknowl-
edgment of the threat. The company
said none of its customers has sus-
tained damage.

“The Siemens attacks from a
couple weeks ago, in addition to evi-
dence from several private firms
that utilities are being at-
tacked…change the imperative,” said
Alan Paller, director of research at
SANS Institute, a cyber-security
training group. He suggests the U.S.
needs to adopt a more urgent re-
sponse.

The Energy report is based on
the findings of 24 assessments of
computer-control systems per-
formed between 2003 and 2009. It
was completed in May, released July
22 on the Energy Department’s web-
site and first noted by Steven After-
good, a government secrecy special-
ist at the Federation of American
Scientists.

The security gaps highlighted in-
clude “well-known unsecure coding
practices” for software used by
these control networks; and permit-
ting an “excessive” number of por-
tals access into the networks.

“Poor code quality leads to vul-
nerabilities and bugs in the code
that not only make it vulnerable to
attack, but also fragile and unsta-
ble,” the report said.

Ineffective passwords are also a
major problem, the report said. That
issue was borne out in the Siemens
attacks, because the attack software
took advantage of preset passwords
that Siemens advised clients not to
change.

“Passwords are often the weak-
est link,” the report said.

BY SIOBHAN GORMAN
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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 1.00 100.00% 0.01% 1.42 0.75 1.08

Eur. High Volatility: 13/1 1.45 97.97 0.01 2.16 1.11 1.58

Europe Crossover: 13/2 4.59 101.63 0.05 5.88 4.57 5.29

Asia ex-Japan IG: 13/1 1.15 99.32 0.01 1.72 0.87 1.21

Japan: 13/1 1.16 99.25 0.01 1.76 0.85 1.23

Note: Data as of August 2

Spreads
Spreads on five-
year swaps for
corporate debt;
based on Markit
iTraxx indexes.
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Behind Europe's deals: Bank revenue rankings, Global
Behind every IPO, bond offering, merger deal or syndicated loan is one or more investment banks. Here are
investment banks ranked by year-to-date revenues from recent deals.

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

JPMorgan $2,778 8.0% 30% 30% 26% 14%

Bank of America Merrill Lynch 2,541 7.4 24 32 18 25

Goldman Sachs 2,079 6.0 34 23 38 6

Morgan Stanley 1,867 5.4 32 27 34 6

Deutsche Bank 1,762 5.1 25 34 29 12

Credit Suisse 1,618 4.7 26 37 27 10

Citi 1,469 4.3 26 36 26 12

UBS 1,303 3.8 30 35 31 5

Barclays Capital 1,266 3.7 17 45 23 14

Source: Dealogic

Tracking
credit
markets �
dealmakers

Dow Jones Industrial Average P/E: 14
LAST: 10636.38 t 38.00, or 0.36%

YEAR TO DATE: s 208.33, or 2.0%

OVER 52 WEEKS s 1,316.19, or 14.1%

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 3,235,884 2,234 2.10% 10.8% 20.6%

Deutsche Bank Germany Banks 5,448,824 55.95 1.54 13.2 20.7

Daimler AG Germany Automobiles 5,098,202 42.00 1.45 12.8 24.2

Roche Holding Switzerland Pharmaceuticals 2,604,111 138.90 1.39 -21.0 -16.1

GlaxoSmithKline U.K. Pharmaceuticals 8,322,845 1,139 1.29 -13.7 -0.8

L.M. Ericsson Telephone Series B Sweden Communications Technology 8,551,481 79.00 -2.17% 19.9 12.1

Societe Generale France Banks 4,381,593 45.40 -1.95 -7.3 3.4

Vodafone Group U.K. Mobile Telecommunications 96,348,999 148.10 -1.86 3.1 18.2

UniCredit Italy Banks 386,918,813 2.18 -1.80 -2.5 2.6

HSBC Holdings U.K. Banks 40,632,616 671.40 -1.26 -5.3 6.7

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

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

Royal Dutch Shell A 6,969,986 22.12 0.77% 4.8% 18.3%
U.K. (Integrated Oil & Gas)
Tesco 10,420,197 401.50 0.73 -6.2 9.7
U.K. (Food Retailers & Wholesalers)
Astrazeneca 2,584,680 3,282 0.71 12.8 17.3
U.K. (Pharmaceuticals)
Banco Bilbao Vizcaya Argentaria 22,157,158 10.79 0.70 -15.2 -6.1
Spain (Banks)
Nokia 16,966,007 7.34 0.69 -17.8 -21.3
Finland (Telecommunications Equipment)
BP PLC 26,096,875 415.65 0.62 -30.7 -18.7
U.K. (Integrated Oil & Gas)
Sanofi-Aventis 2,697,154 45.67 0.57 -17.1 -3.0
France (Pharmaceuticals)
BG Group 4,630,550 1,056 0.57 -5.9 1.8
U.K. (Integrated Oil & Gas)
BNP Paribas 6,342,724 55.79 0.54 -0.2 8.9
France (Banks)
Credit Suisse Group 5,459,412 49.49 0.51 -3.3 -6.8
Switzerland (Banks)
Novartis 4,361,360 52.05 0.48 -7.9 8.1
Switzerland (Pharmaceuticals)
Iberdrola 22,795,236 5.63 0.45 -15.6 -7.6
Spain (Conventional Electricity)
Bayer AG 2,401,418 45.97 0.38 -17.9 4.2
Germany (Specialty Chemicals)
E.ON AG 6,755,881 23.46 0.34 -19.7 -13.0
Germany (Multiutilities)
Banco Santander 47,176,690 10.38 0.34 -10.1 3.7
Spain (Banks)
Intesa Sanpaolo 67,536,831 2.64 0.28 -16.2 0.4
Italy (Banks)
GDF Suez 3,321,474 26.30 0.23 -13.2 -3.3
France (Multiutilities)
Siemens 2,377,553 77.79 0.22 21.1 36.1
Germany (Diversified Industrials)
AXA 5,199,681 14.74 0.20 -10.9 -1.5
France (Full Line Insurance)
ArcelorMittal 6,483,491 24.80 0.16 -22.9 -6.2
France (Iron & Steel)

Latest,
in local STOCK PERFORMANCE

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

Assicurazioni Generali 4,454,934 15.82 0.13% -15.9% -1.9%
Italy (Full Line Insurance)
RWE AG 1,825,517 55.78 0.05 -17.9 -6.6
Germany (Multiutilities)
ENI 12,107,616 16.11 ... -9.5 -0.3
Italy (Integrated Oil & Gas)
Nestle S.A. 4,372,060 51.90 ... 3.4 18.9
Switzerland (Food Products)
Total S.A. 4,572,487 39.89 -0.05 -11.4 3.3
France (Integrated Oil & Gas)
Deutsche Telekom 10,586,599 10.42 -0.33 1.2 15.9
Germany (Mobile Telecommunications)
Barclays 37,060,857 342.75 -0.35 24.2 4.3
U.K. (Banks)
ABB Ltd. 7,552,906 21.50 -0.37 10.7 11.6
Switzerland (Industrial Machinery)
UBS 12,646,026 18.02 -0.44 12.3 17.7
Switzerland (Banks)
Rio Tinto 3,648,896 3,434 -0.48 1.3 33.6
U.K. (General Mining)
Telefonica 22,314,123 17.79 -0.56 -8.9 1.8
Spain (Fixed Line Telecommunications)
Allianz SE 1,700,499 90.93 -0.58 4.3 24.4
Germany (Full Line Insurance)
France Telecom 6,125,742 16.33 -0.64 -6.3 -5.7
France (Fixed Line Telecommunications)
Unilever 7,014,718 22.52 -0.68 -1.0 18.7
Netherlands (Food Products)
BHP Billiton 6,408,053 2,020 -0.74 1.2 25.1
U.K. (General Mining)
ING Groep 25,329,291 7.75 -0.74 12.3 11.2
Netherlands (Life Insurance)
Diageo 3,642,031 1,118 -0.80 3.1 20.3
U.K. (Distillers & Vintners)
Anglo American 3,175,092 2,604 -0.88 -3.9 32.1
U.K. (General Mining)
BASFn.DE 2,976,759 45.90 -0.90 5.6 28.6
BASFn.DE (BASFn.DE)
SAP AG 4,066,125 35.00 -1.19 6.1 4.5
Germany (Software)

Sources: Thomson Reuters

DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 21.6 $26.67 0.08 0.30%
Alcoa AA 27.8 11.56 –0.15 –1.28
AmExpress AXP 6.7 44.61 –0.38 –0.84
BankAm BAC 85.4 14.35 –0.09 –0.62
Boeing BA 3.6 69.52 –0.17 –0.24
Caterpillar CAT 5.7 70.35 –0.70 –0.99
Chevron CVX 10.9 78.67 0.87 1.12
CiscoSys CSCO 26.7 23.82 0.02 0.08
CocaCola KO 7.3 56.39 –0.02 –0.04
Disney DIS 8.1 34.21 –0.27 –0.78
DuPont DD 4.5 41.40 –0.22 –0.53
ExxonMobil XOM 28.7 62.62 0.68 1.09
GenElec GE 53.0 16.40 –0.02 –0.09
HewlettPk HPQ 8.9 47.36 –0.20 –0.42
HomeDpt HD 11.1 28.46 –0.66 –2.27
Intel INTC 59.8 20.87 –0.28 –1.32
IBM IBM 4.8 130.41 –0.35 –0.27
JPMorgChas JPM 27.7 41.06 –0.58 –1.39
JohnsJohns JNJ 10.2 59.35 0.63 1.07
KftFoods KFT 7.3 29.28 –0.21 –0.71
McDonalds MCD 4.4 70.45 0.20 0.28
Merck MRK 13.7 34.82 –0.25 –0.71
Microsoft MSFT 54.8 26.16 –0.17 –0.65
Pfizer PFE 155.0 16.34 0.86 5.56
ProctGamb PG 23.2 59.89 –2.17 –3.50
3M MMM 2.6 87.18 –0.23 –0.26
TravelersCos TRV 4.7 50.09 –0.76 –1.49
UnitedTech UTX 3.2 72.04 –0.57 –0.79
Verizon VZ 17.1 29.54 –0.02 –0.07

WalMart WMT 10.1 51.30 –0.11 –0.21

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 408 –32 –53 –161

Codere Fin Luxembourg 677 –29 –20 –129

Contl 452 –21 –53 –103

Hellenic Rep 733 –19 –17 –164

ArcelorMittal 259 –18 –11 –104

Grohe Hldg 793 –18 –16 –160

TUI 685 –18 –13 –184

ISS Glob AS 248 –18 –9 –18

Intelsat 617 –17 1 –77

Anglo Irish Bk 493 –16 –43 –68

And the most deterioration
CHANGE, in basis points

Yesterday Yesterday Five-day 28-day

Technip 100 1 –9 –23

MMO2 38 1 –2 –4

Legal Gen Gp 133 1 –12 –35

Man Gp 320 1 –11 –30

Clariant 133 1 ... 10

Kdom Sweden 36 1 1 –6

Anglian Wtr Svcs 80 1 ... –2

Cir Spa Cie Industriali
Riunite 503 2 –32 –54

TNT 94 4 8 8

Stena Aktiebolag 416 4 2 –50

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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Anticorruption drive rankles Karzai
KABUL—The U.S.-led coalition’s

new focus on rooting out corruption
in the Afghan government has
sparked a confrontation with Presi-
dent Hamid Karzai, who was in-
censed by last week’s arrest of a se-
nior aide and retaliated by ordering
an investigation into the operations
of a recently established anticorrup-
tion force.

The aide, Mohammed Zia Saleh,
had been the head of administration
at Afghanistan’s National Security
Council, a highly sensitive position
that gave him knowledge of Presi-
dent Karzai’s attempts to negotiate
with Taliban insurgents. He was ar-
rested on charges of receiving as a
bribe a vehicle valued at about
$10,000, and is still in custody, coali-
tion and Afghan officials familiar
with the matter say. It hasn’t been
possible to reach Mr. Saleh’s lawyer
or representative.

The nighttime raid on Mr. Saleh’s
home, one of several carried out by
the Major Crimes Task Force in re-
cent weeks, which is “mentored” by
U.S. and British law-enforcement of-
ficers, infuriated Mr. Karzai, Afghan

officials say. The Afghan president
viewed the raid, and the MCTF’s de-
sire to move against some senior
members of his cabinet and rela-
tives, as an affront to Afghanistan’s
sovereignty and to his authority,
they said.

Shortly after Mr. Saleh’s arrest,
Mr. Karzai issued a presidential de-
cree creating a commission to inves-
tigate whether MCTF operations
conform to Afghan law and to decide
on the agency’s future—reopening a
conflict with the international com-
munity.

While pledging to clean up his
government, Mr. Karzai in recent
months has also repeatedly accused
the U.S. of abusing the corruption is-
sue as a political tool to pressure
him, and has said most corruption in
Afghanistan is perpetrated by the
Westerners themselves.

“The president has ordered the
commission to look into the overall
practices of the MCTF because it
seems that there are some aspects
of where they went beyond the Af-
ghan legislation and the constitution
of Afghanistan,” Mr. Karzai’s chief
spokesman, Waheed Omar, said in an
interview Tuesday.

In particular, Mr. Omar said, the
Afghan president is concerned that
the MCTF used an “illegal way” of
arresting suspects with “harass-
ment, force and violence,” and that
it also wiretapped government offi-
cials without following proper pro-
cedure. Cabinet ministers enjoy spe-
cial protection under Afghan law.
The presidential commission’s ulti-
mate goal, Mr. Omar added, is to
bring the MCTF into the framework
of Afghan law and government.

While the MCTF is theoretically
led by Afghan investigators ap-
pointed by the Ministry of Interior
and the National Directorate of Se-
curity, people close to Mr. Karzai
view the task force as essentially run
by the foreigners. The interior min-
ister and the chief of NDS, Afghani-
stan’s spy agency, both of whom had
a hand in creating the NTCF, have
since been fired by Mr. Karzai over
disagreements on how to pursue the
war against the Taliban. One aide
said the MCTF’s raids, carried out
without the knowledge of the presi-
dent, undermined the effort to build
up an Afghan government, and rein-
forced the Taliban’s propaganda
about the foreigners being in charge

of the country.
Eavesdropping is an especially

sensitive issue, especially as Afghan
law is unclear on what kinds of wire-
taps are admissible as evidence, he
added.

Federal Bureau of Investigation
Director Robert Mueller personally
inaugurated the MCTF’s headquar-
ters at Camp Falcon in Kabul in Feb-
ruary. A U.S. Embassy news release
at the time said the task force is
meant to provide Afghan investiga-
tors focusing on public corruption
and organized crime with on-the-job
mentoring by FBI agents, the Drug
Enforcement Agency and Britain’s
Serious Organised Crime Agency,
with “an eventual turnover to full
Afghan MCTF independence.” Part of
these mentors’ mission was de-
scribed as providing “real-time law
enforcement and intelligence analy-
sis to support targeting or appre-
hending special interest groups and
or criminal networks.”

Coalition officials say Mr. Saleh’s
arrest was an Afghan matter, that it
had been approved by Afghan judges
and that the task force acted cor-
rectly.

A U.S. Embassy spokesperson in

Kabul, queried on Mr. Omar’s com-
ments and the new commission of
inquiry, said the U.S. “very much
welcomed President Karzai’s com-
mitment made at the Kabul Confer-
ence last month to strengthen the
MCTF and to provide it with en-
abling legislation.” At the July 20
conference, Mr. Karzai promised
representatives of the international
community to “ensure that our other
anticrime and anticorruption insti-
tutions, such as the Major Crimes
Task Force and anticorruption pros-
ecutors and judges have the legal
basis and resources required to act
swiftly and decisively.”

Since arriving in Afghanistan last
month, the new coalition com-
mander, U.S. Gen. David Petraeus,
has emphasized combating corrup-
tion within the Afghan government
and the security forces.

A court in Kabul Tuesday sen-
tenced Afghan police Brig. Gen. Mal-
ham Khan, who oversaw the fron-
tiers with Iran and Turkmenistan, to
10 years in prison for collaboration
with drug smugglers.

—Maria Abi-Habib
and Habib Zahori

contributed to this article.

BY YAROSLAV TROFIMOV

WORLD NEWS

Lebanon, Israel clash in worst fighting since 2006
couldn’t be independently verified.
The Lebanese Army said the fight-
ing began after an Israeli patrol
crossed the border into Lebanon to
cut down a tree that was blocking
the line of sight of Israeli observa-
tion cameras.

After Israel refused to withdraw,
Lebanese soldiers fired warning
shots toward the Israelis, Lebanese
security officials told local media.

Israeli military officials said Is-
raeli officers told the Lebanese they

Continued from first page wouldn’t withdraw because they
were on Israeli territory. Shortly af-
ter, snipers shot and killed Lt. Col.
Dov Harari, a 45-year-old battalion
commander, and seriously wounded
platoon leader Capt. Ezra Lakia, ac-
cording to Israel.

“The snipers ignored the soldiers
who were actually doing the work
and appeared to specifically target
the commanders. This was planned
in advance,” said Lt. Col. Avital Lei-
bovitch, an Israeli military spokes-
woman.

Israel responded with shells, ei-
ther from a tank or from artillery,
according to Israeli military offi-
cials. About 30 minutes later, Leba-
nese soldiers fired a rocket-pro-
pelled grenade at an Israeli tank but
missed, the officials said.

The Israeli response expanded to
helicopter airstrikes and artillery
shells against Lebanese Army posi-
tions, including the army’s local bat-
talion command center, according to
Israeli military officials.

Two Lebanese soldiers and a Leb-

anese journalist were killed and 15
people were wounded, including ci-
vilians and military personnel, a
Lebanese Army spokesman said.

Israel said it was trimming
shrubbery on the Lebanon side of
the fence it has built along much of
the border, but on the Israeli side of
the U.N. demarcated “blue line.” Is-
rael said it had coordinated with
UNIFIL, the U.N. peacekeeping force
in Lebanon. Alain LeRoy, the head of
U.N. peacekeeping, confirmed that
Israel had notified UNIFIL in ad-

vance of their border activity.
Vitaly Churkin, Russia’s U.N. am-

bassador and president of the Secu-
rity Council for August, declined to
say on which side of the border the
incident occurred or to provide fur-
ther details.

He called it a “complicated situa-
tion” that was still under investiga-
tion by UNIFIL. Mr. Churkin said the
incident showed “how brittle” the
situation was on the border.

—Joe Lauria at the U.N.
contributed to this article.

KABUL—The images shown ear-
lier this year on one of Afghanistan’s
most popular television shows were
stark: several women wailed in a
bare room while the host implied
that international aid workers had
forced them into prostitution.

Acting on a tip from viewers, the
show, “Sarzamin-E-Man,” or “My
Homeland,” devoted a multipart se-
ries to investigating the place, which
the host, 27-year-old Nasto Nadiri,
said was an unauthorized women’s
shelter masquerading as an orphan-
age.

Mr. Nadiri’s report didn’t say for
sure what was going on at the or-
phanage, or what the women were
doing there. But the show has
helped to spark a popular backlash
against all shelters, including those
registered with the government.

Mr. Nadiri, who is running for
Parliament in September, says he
wants a clampdown on women’s
shelters in Afghanistan. The TV host
wields considerable power in shap-
ing the national debate here, and
has been using it to rail against
women’s rights and foreign aid orga-
nizations.

The shelters are “not acceptable
for our people, who have fought 30
years to put the word ‘Islam’ in front
of Afghanistan,” he says, referring to

the country’s full name, the Islamic
Republic of Afghanistan. “We live in
an Islamic country. ... But some
NGOs come and want to make an-
other way for our country.”

The emergence of a free media is
one of the few successes in the nine
years since the U.S. overthrew Af-
ghanistan’s hard-line Taliban re-
gime, which banned television. The
Ministry of Culture and Information
says there are 26 TV stations based
in Kabul and nine more in outlying
provinces. Noorin TV, which broad-
casts Mr. Nadiri’s hourlong show six
nights a week, is among the most
popular broadcasters here.

But that media freedom has also
been used to stir up xenophobic and
fundamentalist sentiments that seek
to roll back some of the social liber-
ties that more moderate parts of Af-
ghanistan have enjoyed since 2001.

The government closed another
station, Emroaz TV, last week, claim-
ing it stoked sectarian tension by ac-
cusing Afghan Shiite politicians of
working for Iran. But critics say this
is a rare exception.

In a sign of the influence of Mr.
Nadiri’s show, the government ex-
pelled two aid groups from Afghani-
stan earlier this year, after the host
broadcast footage purportedly show-
ing them converting Afghans to
Christianity, a crime punishable by
death under Afghan law.

The two groups, the Norwegian
Church Aid and the Church World
Service of the U.S., denied allega-
tions of proselytizing and challenged
Noorin TV to provide evidence link-
ing them to the videos, which
showed Afghans in a dim room pray-
ing frantically while others were
baptized.

In Afghanistan’s deeply conserva-
tive society, foreign aid groups are
often looked at with suspicion, espe-
cially if they champion women’s
rights. Greater still is the scrutiny
on women these shelters serve.

Many women in Afghanistan are

thrown into the country’s female
prisons for broadly interpreted
“moral crimes,” which can include
adultery or running away from one’s
family to avoid a forced marriage.
Some aid workers say Afghanistan’s
police force often put women in
prison when shelters are a more
suitable place for them.

Momina has lived in shelters
since escaping three years ago with
three children—a 10-year-old boy
and two girls, aged 3 and 6—from a
husband she says was violent and
heroin-addicted. Living in a cramped
room in a registered Kabul shelter

with seven other women and their
children, Momina, 34, learned to
read, write and sew. She earns $10 a
month as a seamstress in one of
Kabul’s bazaars, a meager income in
Afghanistan, but manageable within
the shelter.

“Now, when I read street signs I
feel proud of myself. I feel in
charge,” says Momina, who like
many Afghans has just one name.

Mr. Nadiri says he hasn’t visited
any of the 17 shelters officially regis-
tered with the government, which
serve 1,430 women. He says he plans
to air another multipart series on
the shelters.

Aid groups still working in Af-
ghanistan say they fear Mr. Nadiri’s
focus on women’s shelters will sway
President Hamid Karzai’s govern-
ment, which is increasingly eager to
bolster its Islamic credentials in an
effort to blunt the Taliban influence.

A government commission is in-
vestigating the shelters, which are
often operated by local and foreign
nongovernmental organizations, to
monitor their quality—and to look
into accusations of prostitution and
harboring female criminals and drug
users.

Mr. Nadiri says he received hun-
dreds of inquiries from Afghans
“suspicious that most of the women
are misused sexually” at the shelters
they are staying in.

Afghan women’s shelters come under fire
BY MARIA ABI-HABIB

Momina, above, lives in one of Afghanistan’s women’s shelters, which have been
targeted by some of the country’s conservatives.

Ka
te

Br
oo

ks
fo

r
Th

e
W

al
lS

tr
ee

t
Jo

ur
na

l

24 THE WALL STREET JOURNAL. Wednesday, August 4, 2010

For information about listing your funds, please contact: Justin Jones tel: +44 0203 426 1167; email: justin.jones@dowjones.com
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Prosperity Return Fund D EU BD LUX 08/02 EUR 110.03 12.7 NS NS
Renaissance Hgh Grade Bd A JP BD LUX 08/02 JPY 10287.51 3.9 NS NS
Renaissance Hgh Grade Bd B EU BD LUX 08/02 JPY 9128.34 -7.4 NS NS
Renaissance Hgh Grade Bd C EU BD LUX 08/02 USD 94.27 -1.3 NS NS
Renaissance Hgh Grade Bd D EU BD LUX 08/02 EUR 105.47 8.3 NS NS

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 08/02 EUR 21.08 -13.4 -10.5 -34.9
MP-TURKEY.SI OT OT SVN 08/02 EUR 43.21 24.4 44.9 4.3

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 08/02 EUR 14.90 11.4 23.7 3.9
Parex Eastern Europ Bd EU BD LVA 08/02 USD 16.59 13.3 29.2 8.3
Parex Russian Eq EE EQ LVA 08/02 USD 21.78 11.6 40.8 -9.7

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 08/02 EUR 129.63 6.3 25.5 NS
Pictet-Asian Eq ExJpn-I USD AS EQ LUX 08/03 USD 173.44 -1.2 11.6 -2.6
Pictet-Asian Eq ExJpn-P USD AS EQ LUX 08/03 USD 164.24 -1.7 10.6 -3.5
Pictet-Biotech-P USD OT EQ LUX 08/02 USD 263.12 -9.1 -12.7 -16.9
Pictet-CHF Liquidity-P CH MM LUX 08/02 CHF 124.12 -0.1 -0.1 0.2
Pictet-CHF Liquidity-P dy CH MM LUX 08/02 CHF 93.33 -0.1 -0.1 0.2
Pictet-Conv. Bonds-P EUR EU BD LUX 08/02 EUR 100.94 NS NS NS
Pictet-Digital Comm-P USD OT EQ LUX 08/02 USD 123.35 4.4 20.0 5.9
Pictet-Eastern Europe-P EUR EU EQ LUX 08/02 EUR 369.21 14.7 49.0 -1.9
Pictet-Emerging Markets-P USD GL EQ LUX 08/03 USD 532.96 -0.9 18.0 -6.0
Pictet-Eu Equities Sel-P EUR EU EQ LUX 08/02 EUR 427.46 2.1 16.0 -4.5
Pictet-EUR Bonds-P EU BD LUX 08/02 EUR 402.73 4.6 6.7 6.0
Pictet-EUR Bonds-Pdy EU BD LUX 08/02 EUR 295.32 4.6 6.7 6.0
Pictet-EUR Corporate Bonds-P EU BD LUX 08/02 EUR 154.22 4.2 9.5 9.0
Pictet-EUR Corporate Bonds-Pdy EU BD LUX 08/02 EUR 104.55 4.2 9.5 9.0
Pictet-EUR High Yield-P EU BD LUX 08/02 EUR 163.09 9.5 27.8 10.6
Pictet-EUR High Yield-Pdy EU BD LUX 08/02 EUR 89.39 9.5 27.8 10.6
Pictet-EUR Liquidity-P EU MM LUX 08/02 EUR 136.12 0.1 0.3 1.2
Pictet-EUR Liquidity-Pdy EU MM LUX 08/02 EUR 96.78 0.1 0.3 1.2
Pictet-EUR Sovereign Liq-P EU MM LUX 08/02 EUR 102.41 0.0 0.0 1.0
Pictet-EUR Sovereign Liq-Pdy EU MM LUX 08/02 EUR 99.93 0.0 0.0 1.0
Pictet-Europe Index-P EUR EU EQ LUX 08/02 EUR 106.56 2.8 15.9 -2.4
Pictet-European Sust Eq-P EUR EU EQ LUX 08/02 EUR 140.45 3.0 16.5 -2.1
Pictet-Glo Emerging Debt-P USD GL BD LUX 08/02 USD 263.21 7.4 16.9 14.2
Pictet-Glo Emerging Debt-Pdy USD GL BD LUX 08/02 USD 170.94 7.4 16.9 14.2
Pictet-Greater China-P USD AS EQ LUX 08/03 USD 341.20 -2.9 6.2 1.4
Pictet-Indian Equities-P USD EA EQ LUX 08/03 USD 383.83 6.2 24.6 7.2
Pictet-Japan Index-P JPY JP EQ LUX 08/03 JPY 8419.93 -6.2 -8.9 -17.5
Pictet-Japanese Eq 130/30-P JPY JP EQ LUX 08/03 JPY 4234.63 -4.8 -6.4 -15.9
Pictet-Japanese Eq Sel-I JPY JP EQ LUX 08/03 JPY 7307.78 -6.4 -9.3 -20.4
Pictet-Japanese Eq Sel-P JPY JP EQ LUX 08/03 JPY 7061.42 -6.7 -9.8 -20.9
Pictet-MENA-P USD OT OT LUX 08/02 USD 47.28 5.3 1.9 NS
Pictet-Pac (ExJpn) Idx-P USD AS EQ LUX 08/03 USD 271.22 -1.2 18.6 1.1
Pictet-Piclife-P CHF CH BA LUX 08/02 CHF 791.63 -0.5 4.5 0.2
Pictet-Premium Brands-P EUR OT EQ LUX 08/02 EUR 77.19 16.5 38.5 13.2
Pictet-Russian Equities-P USD EE EQ LUX 08/02 USD 69.11 3.2 46.9 -9.5
Pictet-Security-P USD GL EQ LUX 08/02 USD 106.73 5.2 20.3 5.2
Pictet-Small Cap Europe-P EUR EU EQ LUX 08/02 EUR 500.03 8.1 24.8 -2.0
Pictet-Timber-P USD GL EQ LUX 08/02 USD 108.88 0.1 21.5 NS
Pictet-USA Index-P USD US EQ LUX 08/02 USD 92.01 -0.7 12.8 -6.1
Pictet-USD Government Bonds-P US BD LUX 08/02 USD 538.77 6.4 7.4 6.3
Pictet-USD Government Bonds-Pdy US BD LUX 08/02 USD 385.23 6.4 7.4 6.3
Pictet-USD Liquidity-P US MM LUX 08/02 USD 131.09 0.0 0.1 0.7
Pictet-USD Liquidity-Pdy US MM LUX 08/02 USD 84.89 0.0 0.2 0.7
Pictet-USD Sovereign Liq-P US MM LUX 08/02 USD 101.59 0.0 0.0 0.7
Pictet-USD Sovereign Liq-Pdy US MM LUX 08/02 USD 100.09 0.0 0.0 0.7
Pictet-Water-P EUR GL EQ LUX 08/02 EUR 136.13 9.3 19.8 1.5
Pictet-World Gvt Bonds-P USD EU BD LUX 08/03 USD 170.68 3.0 5.0 5.1
Pictet-World Gvt Bonds-Pdy USD EU BD LUX 08/03 USD 138.41 3.0 5.0 5.1

n POLAR CAPITAL PARTNERS LIMITED
International Fund Managers (Ireland) Limited PH - 353 1 670 660 Fax - 353 1 670 1185
Global Technology OT EQ IRL 07/30 USD 14.00 4.1 23.8 7.1
Japan Fund USD JP EQ IRL 08/03 USD 16.64 3.0 2.6 2.6
Polar Healthcare Class I USD OT EQ IRL 07/30 USD 11.77 -9.0 1.8 NS
Polar Healthcare Class R USD OT EQ IRL 07/30 USD 11.71 -9.3 1.2 NS

n Hemisphere Management (Ireland) Limited

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

n PT CIPTADANA ASSET MANAGEMENT
Tel: +6221 25574 883 Fax: +6221 25574 893 Website: www.ciptadana-asset.com
Indonesian Grth Fund GL EQ BMU 07/28 USD 156.07 22.6 60.0 18.0

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
ACTION FRANCE A EU EQ IRL 07/30 EUR 677.25 -4.3 9.6 -7.6
CORE EUROZONE EQ B EU EQ IRL 07/30 EUR 814.32 -2.1 10.1 -5.2
EURO FIXED INCOME A EU BD IRL 07/30 EUR 1325.39 6.5 12.3 5.0
EURO FIXED INCOME B EU BD IRL 07/30 EUR 1420.14 6.9 13.0 5.6
EUROPEAN SMALL CAP A EU EQ IRL 07/30 EUR 1288.89 7.3 24.6 -2.6
EUROPEAN SMALL CAP B EU EQ IRL 07/30 EUR 1385.42 7.7 25.4 -2.0
EUROZONE AGG A EUR EU EQ IRL 07/30 EUR 671.90 2.4 17.8 -4.1
EUROZONE AGG B EUR EU EQ IRL 07/30 EUR 968.93 2.8 18.5 -3.5
GLB REAL EST SEC A OT EQ IRL 07/30 USD 926.64 3.3 24.4 -9.5
GLB REAL EST SEC B OT EQ IRL 07/30 USD 958.65 3.7 25.2 -9.0
GLB REAL EST SEC EH A OT EQ IRL 07/30 EUR 826.49 2.7 21.3 -10.3
GLB REAL EST SEC SH B OT EQ IRL 07/30 GBP 78.08 3.1 22.5 -10.4
GLB STRAT YIELD A EU BD IRL 07/30 EUR 1729.12 7.6 23.3 9.2
GLB STRAT YIELD B EU BD IRL 07/30 EUR 1856.64 8.0 24.0 9.8
GLOBAL BOND A EU BD IRL 07/30 EUR 1280.31 15.9 21.5 16.0
GLOBAL BOND B EU BD IRL 07/30 EUR 1368.27 16.3 22.3 16.7
GLOBAL BOND EH A GL BD IRL 07/30 EUR 1484.05 7.9 13.7 8.5
GLOBAL BOND EH B GL BD IRL 07/30 EUR 1580.66 8.3 14.4 9.2
JAPAN EQUITY A JP EQ IRL 07/30 JPY 10783.38 -7.3 -10.5 -18.3
JAPAN EQUITY B JP EQ IRL 07/30 JPY 11533.38 -7.0 -9.9 -17.9
PAC BASIN (X JPN) A AS EQ IRL 07/30 USD 2270.49 -0.7 17.1 3.5
PAC BASIN (X JPN) B AS EQ IRL 07/30 USD 2431.55 -0.3 17.8 4.2
PAN EUROPEAN EQUITY A EU EQ IRL 07/30 EUR 993.31 3.2 18.0 -3.4
PAN EUROPEAN EQUITY B EU EQ IRL 07/30 EUR 1062.42 3.5 18.7 -2.9
US EQUITY A US EQ IRL 07/30 USD 853.35 -2.2 11.2 -8.0
US EQUITY B US EQ IRL 07/30 USD 916.80 -1.9 11.9 -7.5
US SMALL CAP EQUITY A US EQ IRL 07/30 USD 1332.07 3.4 17.0 -6.3
US SMALL CAP EQUITY B US EQ IRL 07/30 USD 1432.04 3.7 17.7 -5.8

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
A company of Amundi Group
Bonds ConvEurope A EU BD LUX 07/30 EUR 31.86 7.5 9.9 1.4
Bonds Eur Corp A EU BD LUX 07/30 EUR 23.69 2.6 5.5 5.3
Bonds Eur Hi Yld A EU BD LUX 07/30 EUR 22.01 6.9 19.7 7.4
Bonds EURO A EU BD LUX 08/02 EUR 42.35 3.2 4.0 6.9
Bonds Europe A EU BD LUX 08/02 EUR 40.66 4.0 4.1 6.7
Bonds US MtgBkSec A US BD LUX 04/29 USD 24.41 -4.7 11.9 0.0
Bonds World A GL BD LUX 07/30 USD 42.96 2.3 5.4 5.1
Eq. AsiaPac Dual Strategies A AS EQ LUX 08/02 USD 10.11 -3.0 12.5 -1.6
Eq. China A AS EQ LUX 08/02 USD 22.53 -6.6 0.3 0.4
Eq. Concentrated Euroland A EU EQ LUX 07/30 EUR 85.82 -7.7 1.6 -11.3
Eq. ConcentratedEuropeA EU EQ LUX 08/02 EUR 28.03 3.8 17.6 -4.9
Eq. Emerging Europe A EU EQ LUX 07/30 EUR 26.73 13.5 43.1 -10.1
Eq. Equities Global Energy OT EQ LUX 08/02 USD 16.35 -9.8 3.2 -18.3
Eq. Euroland A EU EQ LUX 08/02 EUR 10.60 -2.1 11.4 -9.2
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 07/30 EUR 146.13 3.5 20.3 -2.7
Eq. EurolandCyclclsA OT EQ LUX 08/02 EUR 18.40 3.4 15.5 -4.3
Eq. EurolandFinancialA OT EQ LUX 08/02 EUR 10.82 -4.4 5.1 -11.0
Eq. Glbl Emg Cty A GL EQ LUX 07/30 USD 8.85 -8.5 4.1 -10.4
Eq. Global A GL EQ LUX 08/02 USD 27.31 -1.9 12.0 -5.7

Eq. Global Resources A GL EQ LUX 07/30 USD 106.70 -2.3 18.3 -10.2
Eq. Gold Mines A OT EQ LUX 08/02 USD 31.83 5.1 24.3 9.5
Eq. India A EA EQ LUX 08/02 USD 137.69 5.3 21.8 7.1
Eq. Japan CoreAlpha A JP EQ LUX 08/02 JPY 7133.30 -1.7 -10.3 -10.2
Eq. Japan Sm Cap A JP EQ LUX 08/02 JPY 1000.04 -6.5 -9.7 -11.1
Eq. Japan Target A JP EQ LUX 08/03 JPY 1596.78 -3.1 -11.3 -8.6
Eq. Latin America A GL EQ LUX 07/30 USD 114.41 -1.6 28.7 -7.9
Eq. US ConcenCore A US EQ LUX 07/30 USD 21.68 -4.1 9.8 -4.0
Eq. US Focused A US EQ LUX 07/30 USD 15.36 -3.2 5.9 -17.7
Eq. US Lg Cap Gr A US EQ LUX 08/02 USD 14.81 -2.9 9.2 -11.0
Eq. US Mid Cap A US EQ LUX 07/30 USD 31.58 5.7 24.7 -3.2
Eq. US Multi Strg A US EQ LUX 07/30 USD 20.87 -1.9 10.2 -10.9
Eq. US Rel Val A US EQ LUX 07/30 USD 20.15 -2.2 10.3 -9.7
Eq. US Sm Cap Val A US EQ LUX 08/02 USD 16.50 3.5 13.7 -13.3
Money Market EURO A EU MM LUX 07/30 EUR 27.45 0.2 0.4 1.5
Money Market USD A US MM LUX 07/30 USD 15.85 0.1 0.2 0.8

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
MENA Real Estate Fund OT OT ARE 07/22 USD 838.47 -12.8 -11.3 -30.6
MENA Special Sits Fund OT OT BMU 06/30 USD 1088.52 0.9 5.9 NS
UAE Blue Chip Fund OT OT ARE 07/29 AED 4.69 -11.9 -11.8 -38.6

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

n YMR-N Series
YMR-N Growth Fund JP EQ IRL 08/03 JPY 8659.00 -8.4 -7.1 -17.5
YMR-N Small Cap Fund JP EQ IRL 08/03 JPY 6283.00 -10.4 -11.9 -16.0

n Yuki 77 Series
Yuki 77 General JP EQ IRL 08/03 JPY 5419.00 -11.9 -15.5 -22.7

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 08/03 JPY 6239.00 -8.6 -7.7 -18.6
Yuki Chugoku JpnLowP JP EQ IRL 08/03 JPY 7482.00 -0.8 -11.1 -17.4

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 08/03 JPY 4101.00 -12.2 -14.1 -24.4
Yuki Hokuyo Jpn Inc JP EQ IRL 08/03 JPY 4887.00 -6.9 -10.4 -19.5
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 08/03 JPY 4558.00 -10.7 -13.0 -15.9

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III JP EQ IRL 08/03 JPY 3875.00 -12.3 -14.7 -26.0
Yuki Mizuho Jpn Dyn Gro JP EQ IRL 08/03 JPY 4179.00 -10.4 -13.6 -25.7
Yuki Mizuho Jpn Exc 100 JP EQ IRL 08/03 JPY 6060.00 -13.1 -12.4 -21.3
Yuki Mizuho Jpn Gen JP EQ IRL 08/03 JPY 7943.00 -7.8 -9.5 -18.5
Yuki Mizuho Jpn Gro JP EQ IRL 08/03 JPY 5819.00 -8.5 -12.8 -19.5
Yuki Mizuho Jpn Inc JP EQ IRL 08/03 JPY 7236.00 -5.2 -8.7 -20.6
Yuki Mizuho Jpn Lg Cap JP EQ IRL 08/03 JPY 4660.00 -10.2 -12.3 -20.9
Yuki Mizuho Jpn LowP JP EQ IRL 08/03 JPY 10858.00 -6.1 -11.3 -15.1
Yuki Mizuho Jpn PGth JP EQ IRL 08/03 JPY 6922.00 -13.0 -17.0 -24.3
Yuki Mizuho Jpn SmCp JP EQ IRL 08/03 JPY 6541.00 -8.4 -8.7 -14.1
Yuki Mizuho Jpn Val Sel AS EQ IRL 08/03 JPY 5265.00 -6.8 -11.5 -17.6
Yuki Mizuho Jpn YoungCo AS EQ IRL 08/03 JPY 2431.00 -10.8 -17.0 -21.0

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 08/03 JPY 5007.00 -7.6 -9.5 -19.5
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MARKETS

U.K. ahead of schedule
on gilt issuance for year

The U.K. government has raised
almost half of its target for this fi-
nancial year in the government-
bond market in just four months.

The success in issuing U.K. gov-
ernment bonds, known as gilts, is
the result of a turnaround in inves-
tor sentiment in the past year,
based on the government’s plans to
cut the U.K.’s deficit, as well as the
relative appeal of the U.K. compared
with some European countries, ac-
cording to investors.

The government has also been
helped by the successful adoption
last year of an alternative way of is-
suing bonds, which now accounts
for one-fifth of all of its bond issues.

The U.K. has sold £75.6 billion
($120.1 billion) of gilts in this finan-
cial year that began in April, accord-
ing to the Debt Management Office,
or DMO, the agency that oversees
the issuance of government debt.
This represents about 46% of its an-
nual target of £165 billion, just one-
third of the way through the year.

The DMO is so far ahead of its
funding target for the year that it
could have stopped issuing of all
kinds of debt last week and it would
take until late September until the
U.K. fell behind the required run
rate, according to research by Sam
Hill, a U.K. fixed-income strategist
at RBC Capital Markets. At the same
stage last year, the U.K. government
had sold 39% of its target for the
year.

One of the main reasons behind
the accelerated program of U.K. gov-
ernment-bond issuance has been the
adoption of syndicated bonds as an
additional way of selling gilts.

Traditionally, gilts have been
sold through auctions, in which the
terms of the bond, such as the
amount raised, yield and the matu-
rity of the bond are set in advance
by the DMO, and registered banks
collate orders from investors.

In March last year, when the La-
bour government was forced to in-
crease its gilts program from
around £145 billion to more than
£225 billion in the face of deterio-
rating public finances, it introduced
the first syndicated bond issue. In
this process, banks build a book of
clients interested in buying the
bonds, and the banks advise on the
appropriate pricing based on inves-
tor demand.

In the first seven months of
2009, the DMO has raised £24.7 bil-
lion from syndicated government
bonds, more than the £23 billion of
syndicated bonds in the whole of
2009. This represents 20% of all
U.K. government debt issued this
year, compared with 10% last year.

Robert Stheeman, chief executive
of the DMO, said: “We are pleased
with the amount we have done in
the syndicated markets so far this
year, but the core of our strategy is
still auctions, with syndicated issu-
ance acting as an additional source
of funding.”

—More at efinancialnews.com

BY RADI KHASAWNEH

Northern Rock’s decision to
split itself into a “good bank” and
a “bad bank” didn’t look so clever
Tuesday when the good bank
posted a loss and the bad bank
made a healthy profit.

The good bank, Northern Rock
PLC, is struggling to make money
on the difference between
mortgage repayments and the
interest it must pay to retail
depositors. And because its £11.2
billion ($17.8 billion) mortgage
book is much smaller than the
£17.6 billion in deposits, it has
about £6.3 billion in cash
languishing at the Bank of
England, being eroded by
inflation. Its Tier 1 ratio is a
stunning 76%.

The result is a negative net
interest margin and a £142.6
million pretax loss for the first
half. Chief Executive Gary Hoffman
expects another loss in the second
half, albeit smaller as the bank
stops paying the government to
stamp a guarantee on deposits and
some of its funding. The losses
could delay plans to sell the bank
back into private hands.

With rates so low, and margins
so thin, Northern Rock is going to

have to take more risks to make
money for its taxpayer owners.
Mr. Hoffman said the bank will
start trying to raise wholesale
funding, though “we won’t return
to the old days,” he pledged.

The bank collapsed in
September 2007 when it couldn’t
raise money from other banks or
bond investors, the source of
about 75% of its funds.

So Northern Rock is in a hard
place. The government wants to
see it back in the black, but it
can’t be seen to be taking undue
risks. It is also constrained by the
terms of the European Union’s

approval of its state aid, meaning
it can’t offer the best rates on
savings and mortgages.

The bank says it doesn’t mind
losing some of the £1.9 billion of
deposits that have gone out the
door since January, because of
their cost. But it also doesn’t have
much to offer to new, potentially
more-profitable, customers.

Meanwhile, the bad bank,
Northern Rock Asset
Management PLC, or NRAM, is
flourishing. It’s enjoying the
benefits of low interest rates, with
a cheap £22.5 billion loan from the
government and fewer bad debts
in its £51 billion book of
mortgages and loans.

It made a £350 million pretax
profit in the half, and should
continue to make strong profits,
as long as it is correct in its
assumption that loan impairments
peaked last year and customers
can keep making their payments.

The rationale behind splitting
the bank in two in January was to
help ready the good bank for an
eventual sale. But potential buyers
might find NRAM a more
tantalizing proposition—if only
they could keep the cheap
government funding in place.

Even without it, it could prove
to be far more profitable in the
long-term than the safe and stable
version of Northern Rock.

[ The source ]

BY MARGOT PATRICK

The good, the bad and the ugly truth:
Northern Rock finds itself in hard place

Losses could delay a sale of the bank.
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Gunmen kill 47 in Karachi rioting
Gunmen and rioters went on a

rampage in Karachi, Pakistan’s larg-
est city, killing at least 47 people in
what appeared to be retaliation for
the assassination of a lawmaker.

Rioters set fire to shops, markets
and dozens of vehicles, bringing the
country’s financial hub to a halt.
The apparent revenge attacks
spread to other urban centers of
Sindh province, forcing daily busi-
ness to shut down.

The violence broke out late Mon-
day after unidentified gunmen killed
Raza Haider, a senior member of
Muttahida Qaumi Movement, a po-

litical party that controls the city
government.

Mr. Haider and his security
guard were shot dead inside a
mosque in the middle-class neigh-
borhood of Nazimabad, where he
had gone to attend a funeral.

Tensions have been mounting for
the past several months in the
sprawling port city, which has a
population of more than 16 million
and a history of ethnic and sectarian
violence.

Mr. Haider’s MQM represents
Mohajirs, the descendants of mi-
grants from India who settled in
Pakistan when it was created in
1947. Mohajirs constitute the major-

ity of the population of Karachi, the
capital of Sindh province.

The MQM has been locked in
conflict with the Awami National
Party, which represents the large
Pashtun population.

Scores of people have been killed
in the conflict between the two
groups in recent months.

Waseem Ahmed, the city police
chief, said Mr. Haider had received
death threats and had been pro-
vided with security. He alleged the
predominantly Pashtun Pakistani
Taliban were behind the killing.

The conflict between Pashtuns
and Mohajirs who support the MQM
has intensified with the influx of a

large number of Pashtuns fleeing
army offensives against Taliban ha-
vens in northwest Pakistan, along
the Afghan border. Police said many
Taliban commanders have also
taken refuge in the city.

On Tuesday, paramilitary troops
were patrolling the worst-affected
areas of Karachi.

All business centers, offices and
educational institutions were closed
and public transport was absent
from the streets as fear gripped the
city.

The MQM, which is a partner in
the federal as well as the Sindh pro-
vincial governments, appealed for
peace.

BY ZAHID HUSSAIN

WORLD NEWS

Families line up for water-relief supplies from a local charity near Nowshera, northern Pakistan, on Tuesday. At least 1,500 people have died in the flooding.

Flood-relief efforts in Pakistan

China reports progress on fuel efficiency
BEIJING—China’s energy effi-

ciency improved in the second quar-
ter of this year, according to new
government data, following a crack-
down on wasteful industries initi-
ated earlier this year to reverse a
decline in efficiency that alarmed
the country’s leadership.

The data issued Tuesday hardly
paint a rosy picture. China’s con-
sumption of energy relative to eco-
nomic output increased for the first
half of the year by 0.09% from the
year-earlier period, the National Bu-
reau of Statistics said. But that pace
was much slower than the 3.2% in-
crease in energy intensity—or the
fuel used per dollar of gross domes-
tic product—China reported for the
first quarter, suggesting an im-
provement in the April-June period.

Observers are looking at China’s
ability to meet its energy-efficiency
targets as a test of its commitment
to curb emissions of global-warming

gases. China last year promised to
cut the amount of carbon emissions
per dollar of economic output by
40% to 45% by 2020 compared with
2005 levels, although Beijing re-
buffed calls to cap the absolute level
of carbon emissions. China’s energy
efficiency and greenhouse-gas emis-
sions are closely linked because
China relies heavily on coal, which
releases carbon into the atmosphere
when burned.

The impact of China’s perform-
ance on the rest of the world has
grown with its booming economy.
China surpassed the U.S. in 2007 as
the largest emitter of carbon, and
last month the International Energy
Agency said China passed the U.S. in
2009 as the top energy consumer.
China disputed the IEA’s findings,
but even its own figures put it only
slightly behind the U.S.

China’s government pledged to
improve energy efficiency by 20%
from 2005 to 2010. By 2009, the
government said it had reduced en-

ergy use by nearly 16% relative to
economic output, revising an earlier
figure of 14.4%.

But the efficiency goals were put
into question after China’s economic
stimulus sparked a housing and in-
frastructure boom, leading to a
jump in energy consumption by
less-efficient sectors, such as steel
production. According to investment
bank UBS, heavy industry accounts
for 56% of China’s energy consump-
tion, and only 28% of GDP.

Many feared China would drop
its promises while it tried to main-
tain economic growth. UBS esti-
mates reaching the 20% efficiency
target could require a reduction in
GDP of as much as two percentage
points.

After the poor numbers for the
first quarter were reported, Premier
Wen Jiabao in May vowed to use an
“iron hand” to reach the targets,
and the government announced it
would shut down inefficient facto-
ries in more than a dozen sectors,

including steel, cement, leather and
even the food additive monosodium
glutamate.

Part of the latest easing of en-
ergy use appears related to an over-
all economic slowdown following
tightening measures by the govern-
ment. Economic growth slowed to
10.3% in the second-quarter from a
year earlier, down from 11.9% in the
first quarter. When growth is more
rapid, factories are more likely to
use their least-efficient machinery
to fill orders.

The sudden improvement re-
ported Tuesday also could fuel
doubts about the reliability of
China’s official data. “Even if China’s
latest numbers are reasonably accu-
rate—and we believe they
are—China still has some work to
do to convince international ana-
lysts of this fact,” wrote Arthur
Kroeber and Rosealea Yao of consul-
tancy GaveKalDragonomics.

—Jing Yang in Shanghai
contributed to this article.

BY SHAI OSTER

Ex-police chief
of South Africa
is sentenced
for corruption

JOHANNESBURG—A judge sen-
tenced South Africa’s former na-
tional police chief to 15 years in
prison on corruption charges Tues-
day, saying he was an embarrass-
ment to the crime-plagued country
and the police officers who had
served under him.

Jackie Selebi, 60 years old, was
convicted in July after a nation be-
set by crime heard months of testi-
mony about its top cop going on de-
signer shopping sprees with a
convicted drug smuggler.

The case against Mr. Selebi, a
onetime president of Interpol, has
been a chief exhibit in a national de-
bate over whether corruption and
political meddling are undermining
the fight against crime.

The court freed Mr. Selebi on bail
Tuesday to file an appeal, and his
lawyers said they would do so.

Mr. Selebi, once an important of-
ficial in the governing African Na-
tional Congress party, had pleaded
innocent. He claimed evidence was
fabricated for the charge that he ac-
cepted money and gifts in exchange
for meeting a drug smuggler’s busi-
ness associates and tipping him off
to investigations into his crimes.

Mr. Selebi argued he was tar-
geted by enemies who wanted to
punish him for his criticism of an
elite crime-fighting unit. The unit
was disbanded in 2008 after it tried
to prosecute Jacob Zuma on corrup-
tion charges before he went on to
become South Africa’s president.

Judge Meyer Joffe, in delivering
the verdict last month, said Mr.
Selebi’s conspiracy theory had no
basis, and that the former police
chief showed ”complete contempt
for the truth” during the trial.

Mr. Selebi was a former school-
teacher who in his youth was twice
detained without trial for his anti-
apartheid activism. He went into ex-
ile in Tanzania and later the Soviet
Union, where he underwent military
training. After apartheid ended in
1994, he was a member of South Af-
rica’s first all-race parliament, and
later served as the envoy to the
United Nations in Geneva.

Associated Press

Jackie Selebi arrives for sentencing.

European Pressphoto Agency

Mr. Selebi said he was
targeted by enemies for
criticizing an elite crime-
fighting unit.

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

Data as shown is for information purposes only. No offer is being made by
Morningstar, Ltd. or this publication. Funds shown aren’t registered with the
U.S. Securities and Exchange Commission and aren’t available for sale to United
States citizens and/or residents except as noted. Prices are in local currencies.
All performance figures are calculated using the most recent prices available.
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n ALLIANCE BERNSTEIN
www.alliancebernstein.com/investments Tel. +800 2263 8637
Am Blend Portfolio A US EQ LUX 08/02 USD 10.13 -2.3 10.2 -7.5
Am Blend Portfolio I US EQ LUX 08/02 USD 11.97 -2.0 10.9 -6.8
Am Growth A US EQ LUX 08/02 USD 29.53 -5.5 9.5 -1.2
Am Growth B US EQ LUX 08/02 USD 24.69 -6.0 8.4 -2.2
Am Growth I US EQ LUX 08/02 USD 32.88 -5.0 10.4 -0.4
Am Income A US BD LUX 08/02 USD 8.81 8.0 16.4 10.2
Am Income A2 US BD LUX 08/02 USD 20.58 8.1 16.5 10.3
Am Income B US BD LUX 08/02 USD 8.81 7.6 15.6 9.4
Am Income B2 US BD LUX 08/02 USD 17.66 7.6 15.6 9.5
Am Income I US BD LUX 08/02 USD 8.81 8.4 17.0 10.9
Emg Mkts Debt A GL BD LUX 08/02 USD 16.49 10.0 22.3 13.2
Emg Mkts Debt A2 GL BD LUX 08/02 USD 22.13 10.0 22.4 13.3

Emg Mkts Debt B GL BD LUX 08/02 USD 16.49 9.4 21.2 12.1
Emg Mkts Debt B2 GL BD LUX 08/02 USD 21.19 9.5 21.2 12.2
Emg Mkts Debt I GL BD LUX 08/02 USD 16.49 10.3 22.9 13.8
Emg Mkts Growth A GL EQ LUX 08/02 USD 35.25 1.7 22.1 -4.3
Emg Mkts Growth B GL EQ LUX 08/02 USD 29.70 1.1 20.8 -5.2
Emg Mkts Growth I GL EQ LUX 08/02 USD 39.26 2.2 23.0 -3.5
Eur Growth A EU EQ LUX 08/02 EUR 7.54 7.3 17.1 -4.2
Eur Growth B EU EQ LUX 08/02 EUR 6.74 6.6 15.8 -5.1
Eur Growth I EU EQ LUX 08/02 EUR 8.25 7.6 17.9 -3.4
Eur Income A EU BD LUX 08/02 EUR 6.88 7.8 18.1 10.0
Eur Income A2 EU BD LUX 08/02 EUR 13.89 7.9 18.3 10.1
Eur Income B EU BD LUX 08/02 EUR 6.88 7.3 17.4 9.3
Eur Income B2 EU BD LUX 08/02 EUR 12.86 7.4 17.4 9.3
Eur Income I EU BD LUX 08/02 EUR 6.88 8.1 18.7 10.6
Eur Strat Value A EU EQ LUX 08/02 EUR 8.64 1.3 13.2 -9.2
Eur Strat Value I EU EQ LUX 08/02 EUR 8.88 1.6 14.0 -8.5
Eur Value A EU EQ LUX 08/02 EUR 9.29 1.0 13.4 -6.1
Eur Value B EU EQ LUX 08/02 EUR 8.49 0.4 12.3 -7.1
Eur Value I EU EQ LUX 08/02 EUR 10.77 1.4 14.3 -5.4
Gl Balanced (Euro) A EU BA LUX 08/02 USD 15.39 NS NS NS
Gl Balanced (Euro) B EU BA LUX 08/02 USD 14.90 NS NS NS
Gl Balanced (Euro) C EU BA LUX 08/02 USD 15.24 NS NS NS
Gl Balanced (Euro) I EU BA LUX 08/02 USD 15.73 NS NS NS
Gl Balanced A US BA LUX 08/02 USD 16.42 -0.4 9.2 -4.9
Gl Balanced B US BA LUX 08/02 USD 15.53 -0.9 8.1 -5.8
Gl Balanced I US BA LUX 08/02 USD 17.10 0.1 10.0 -4.2
Gl Bond A US BD LUX 08/02 USD 9.60 6.3 10.4 8.0
Gl Bond A2 US BD LUX 08/02 USD 17.03 6.4 10.4 8.0
Gl Bond B US BD LUX 08/02 USD 9.60 5.7 9.3 6.9
Gl Bond B2 US BD LUX 08/02 USD 14.82 5.7 9.3 6.9
Gl Bond I US BD LUX 08/02 USD 9.60 6.7 11.0 8.6
Gl Conservative A US BA LUX 08/02 USD 14.95 1.8 8.0 0.3

Gl Conservative A2 US BA LUX 08/02 USD 17.23 1.8 8.0 0.3
Gl Conservative B US BA LUX 08/02 USD 14.93 1.2 6.9 -0.7
Gl Conservative B2 US BA LUX 08/02 USD 16.28 1.2 7.0 -0.7
Gl Conservative I US BA LUX 08/02 USD 15.05 2.2 8.9 1.2
Gl Eq Blend A GL EQ LUX 08/02 USD 11.09 -4.9 7.7 -14.2
Gl Eq Blend B GL EQ LUX 08/02 USD 10.35 -5.5 6.6 -15.0
Gl Eq Blend I GL EQ LUX 08/02 USD 11.75 -4.5 8.5 -13.5
Gl Growth A GL EQ LUX 08/02 USD 40.22 -4.0 9.0 -14.4
Gl Growth B GL EQ LUX 08/02 USD 33.38 -4.6 7.9 -15.3
Gl Growth I GL EQ LUX 08/02 USD 44.87 -3.6 9.9 -13.7
Gl High Yield A US BD LUX 08/02 USD 4.52 9.3 27.6 11.0
Gl High Yield A2 US BD LUX 08/02 USD 10.12 9.3 27.6 11.0
Gl High Yield B US BD LUX 08/02 USD 4.52 8.7 26.3 9.7
Gl High Yield B2 US BD LUX 08/02 USD 16.18 8.7 26.4 9.8
Gl High Yield I US BD LUX 08/02 USD 4.52 9.7 28.4 11.8
Gl Thematic Res A GL EQ LUX 08/02 USD 14.75 0.1 11.2 3.7
Gl Thematic Res B GL EQ LUX 08/02 USD 12.82 -0.5 10.0 2.6
Gl Thematic Res I GL EQ LUX 08/02 USD 16.52 0.5 12.1 4.5
Gl Value A GL EQ LUX 08/02 USD 10.54 -5.4 7.0 -13.8
Gl Value B GL EQ LUX 08/02 USD 9.62 -6.1 5.8 -14.7
Gl Value I GL EQ LUX 08/02 USD 11.26 -5.0 7.9 -13.1
India Growth A EA EQ LUX 08/02 USD 137.27 8.2 28.2 NS
India Growth AX EA EQ LUX 08/02 USD 120.19 8.3 28.6 13.3
India Growth B EA EQ LUX 08/02 USD 142.96 7.5 27.0 NS
India Growth BX EA EQ LUX 08/02 USD 102.14 7.7 27.3 12.2
India Growth I EA EQ LUX 08/02 USD 124.92 8.7 29.2 13.8
Int'l Health Care A OT EQ LUX 08/02 USD 126.74 -7.8 2.9 -7.5
Int'l Health Care B OT EQ LUX 08/02 USD 106.28 -8.3 1.8 -8.4
Int'l Health Care I OT EQ LUX 08/02 USD 139.13 -7.4 3.7 -6.8
Int'l Technology A OT EQ LUX 08/02 USD 110.86 0.5 19.1 -2.0
Int'l Technology B OT EQ LUX 08/02 USD 95.50 -0.1 17.9 -3.0
Int'l Technology I OT EQ LUX 08/02 USD 124.89 0.9 20.0 -1.2

Japan Blend A JP EQ LUX 08/02 JPY 5543.00 -8.0 -8.6 -19.1
Japan Growth A JP EQ LUX 08/02 JPY 5259.00 -10.5 -11.4 -20.6
Japan Growth I JP EQ LUX 08/02 JPY 5437.00 -10.0 -10.6 -19.9
Japan Strat Value A JP EQ LUX 08/02 JPY 5834.00 -4.7 -4.1 -17.6
Japan Strat Value I JP EQ LUX 08/02 JPY 6017.00 -4.2 -3.4 -16.9
Real Estate Sec. A OT EQ LUX 08/02 USD 15.25 6.3 24.4 -5.9
Real Estate Sec. B OT EQ LUX 08/02 USD 13.85 5.6 23.1 -6.8
Real Estate Sec. I OT EQ LUX 08/02 USD 16.46 6.7 25.4 -5.1
Short Mat Dollar A US BD LUX 08/02 USD 7.34 2.7 7.2 1.9
Short Mat Dollar A2 US BD LUX 08/02 USD 10.06 2.8 7.2 1.9
Short Mat Dollar B US BD LUX 08/02 USD 7.34 2.4 6.7 1.4
Short Mat Dollar B2 US BD LUX 08/02 USD 9.98 2.5 6.7 1.4
Short Mat Dollar I US BD LUX 08/02 USD 7.34 3.0 7.7 2.4
US Thematic Portfolio A EUR H US EQ LUX 08/02 EUR 15.47 NS NS NS
US Thematic Portfolio B EUR H US EQ LUX 08/02 EUR 15.47 NS NS NS
US Thematic Portfolio C EUR H US EQ LUX 08/02 EUR 15.47 NS NS NS
US Thematic Portfolio I EUR H US EQ LUX 08/02 EUR 15.48 NS NS NS
US Thematic Research A US EQ LUX 08/02 USD 8.61 0.9 10.2 -4.1
US Thematic Research B US EQ LUX 08/02 USD 7.87 0.3 9.0 -5.2
US Thematic Research I US EQ LUX 08/02 USD 9.31 1.4 11.2 -3.4

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 08/02 GBP 8.05 -2.3 14.6 1.3
Andfs. Borsa Global GL EQ AND 08/02 EUR 6.22 -4.4 7.1 -11.3
Andfs. Emergents GL EQ AND 08/02 USD 16.96 -2.3 15.6 -3.0

FUND SCORECARD
Sector Equity Precious Metals
Funds that invest primarily in the equities of mining companies, though some may own gold or other
metals outright. Most concentrate on gold-mining equities. Ranked on % total return (dividends
reinvested) in U.S. dollars for one year ending August 03, 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 ETFS ETF Securities Ltd USDJEY 16.63 70.28 8.62 NS
Physical Palladium ETC

NS ZKB Balfidor CHFCHE 18.96 69.42 5.37 NS
Palladium ETF CHF Fondsleitung AG

NS Dynamic DundeeWealth S.A. EURLUX 26.92 67.06 46.15 NS
Precious Metals I

NS STABILITAS IPConcept Fund EURLUX 17.61 65.86 26.86 NS
Pacific Gold+Metals I Management S.A.

NS Tocqueville Tocqueville EURFRA 19.30 62.60 NS NS
Gold P Finance

NS Nestor Gold Nestor Investment EURLUX 16.25 51.47 17.53 16.18
Fonds B Management S.A.

NS CF Ruffer Ruffer LLP GBPGBR -2.17 51.34 32.79 24.18
Baker Steel Gold O (Capita)

NS Global Gold Commodities Asset EURFRA 19.99 44.88 18.66 14.11
And Precious Management

NS SICAV Cofibol EURLUX 4.58 43.79 14.63 16.58
Placeuro Gold Mines Dist

NS LO Funds Lombard Odier EURLUX 11.51 43.47 17.05 19.21
World Gold Expertise EUR I A

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

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

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

MARKETS

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

12-month and 2-year returns may be calculated over 11- and 23-month periods
pending receipt and publication of the last month end price.
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n ALEXANDRA INVESTMENT MANAGEMENT
Alexandra Convertible Bond Fund I, Ltd. (Class A) OT OT VGB 06/30 USD 2068.22 22.3 59.1 NS

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

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

n HORSEMAN CAPITAL MANAGEMENT LTD.
T: +44(0)20 7838 7580, F: +44(0) 20 7838 7590, www.horsemancapital.com
Horseman EmMkt Opp EUR GL EQ USA 01/31 EUR 187.60 -23.2 -21.7 -7.7
Horseman EmMkt Opp USD GL EQ USA 01/31 USD 194.78 -24.5 -22.7 -9.1
Horseman EurSelLtd EUR EU EQ GBR 06/30 EUR 185.44 -5.0 5.0 -7.3
Horseman EurSelLtd USD EU EQ GBR 06/30 USD 193.17 -4.3 5.3 -7.4
Horseman Glbl Ltd EUR GL EQ CYM 06/30 USD 335.32 -9.6 -18.6 -11.2
Horseman Glbl Ltd USD GL EQ CYM 06/30 USD 335.32 -9.6 -18.6 -11.2

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com
HSBC Absolute Companies
Global Absolute OT OT GGY 03/31 GBP 1.11 2.9 16.5 0.6
Global Absolute EUR OT OT GGY 05/13 EUR 1.56 2.8 14.2 NS

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

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

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

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

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

n OTHER FUNDS
For information about these funds, please contact us on Tel: +44 (0) 207 842 9694/9633
Medinvest Plc Dublin OT OT IRL 06/30 USD 1481.20 NS 1.3 -4.4

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

ARIX Composite Gross USD OT OT GBR 06/30.00 USD1408.74 7.4 -12.7 -6.5

European shares retreat
as euro, oil keep rising

European stock markets closed
mostly lower, slipping back slightly
from Monday's bumper gains. The
euro surged against the dollar while
oil rose.

Bank stocks, boosted Monday by
stronger-than-expected earnings
from HSBC Holdings and BNP
Paribas, led the way lower. The
Stoxx Europe 600 index and the
U.K.’s FTSE 100 closed marginally
lower at 262.06 and 5396.48, re-
spectively. France's CAC-40 finished
0.1% weaker at 3747.51.

Germany's DAX bucked the
trend, eking out a gain of 0.3% to
6307.91, mainly with the help of
auto maker BMW, which closed up
3.1% after reporting strong second-
quarter profit. BMW said it has seen
robust demand for luxury cars in
China, along with a recovery in the
U.S.

Despite some earnings strength
in Europe, comments made by Fed-
eral Reserve Chairman Ben Ber-
nanke Monday that the U.S. econ-
omy is still far from a full recovery
hurt sentiment on both sides of the
Atlantic.

News that the Federal Reserve
may consider increasing its bond
purchases and introducing further
monetary easing measures to help
the economy added to the nervous-
ness.

Doubts about the U.S. economic
outlook helped drive the euro above
$1.32, a three-month high. Tuesday

afternoon in New York, the euro was
at $1.3231, compared with $1.3171
late on Monday. The dollar sank to
85.82 yen from 86.48 yen.

The Dow Jones Industrial Aver-
age settled down 0.4%, or 38 points,
at 10636.38, giving back some of
Monday’s 208.44-point gain. Tues-
day's U.S. economic news disap-
pointed investors. Incomes and con-
sumer spending were flat, while
home sales and factory orders were
weaker.

On the New York Mercantile Ex-
change, light, sweet crude for Sep-
tember delivery rose for a fourth
session, closing up $1.21 per barrel,
or 1.5%, at $82.55. Gold for August
delivery on Nymex’s Comex division
closed up $1.80 per ounce, or 0.2%,
at $1,185.20.

In major market action:
Deutsche Post DHL shares rose

3.7%. The company’s second-quarter
net profit after minority interests
increased 23% to €81 million ($106.7
million), beating analyst forecasts.
“We benefited significantly from the
recovery of the world economy in
the second quarter,” the firm said as
it raised its fiscal-year guidance for
underlying profit before interest
and taxes.

Shares of BP ended up 0.6%. The
oil giant said it will sell its oil- and
gas-exploration business in Colom-
bia to a consortium of Ecopetrol
and Talisman of Canada for $1.9 bil-
lion in cash.

Shares of Sky Deutschland fell
26%. The firm said it is seeking to

raise at least €340 million via a cap-
ital increase, its seventh since its
initial public offering, as it reported
a narrower second-quarter net loss
of €81.9 million, down from €365.8
million in the year-ago period.

News Corp., the owner of The
Wall Street Journal, owns a stake in
Sky Deutschland and is guaranteeing
the offering.

Arkema shares jumped 5.5% af-
ter the chemicals company said that
it swung to a second-quarter net
profit of €119 million, from a net
loss of €114 million a year ago.

Airlines also advanced. SAS
shares rose 3.7% in Sweden and Ry-
anair shares gained 0.4% in Ireland.

—Sarah Turner contributed
to this article.

BY ISHAQ SIDDIQI

Euronext
swings to
the black

NYSE Euronext swung to a $184
million profit in the second quarter,
buoyed by its derivatives business
and asset sales, but said efforts to
expand derivatives operations in the
U.S. are likely to be delayed.

The trans-Atlantic exchange op-
erator reversed a year-earlier loss
as trading surged on its platforms in
Europe and the U.S. The futures and
options business accounted for al-
most half of operating income.

Chief Executive Duncan Nieder-
auer said on a conference call that
an expansion of the firm’s U.S. de-
rivatives business will take until
2011 because of a regulatory logjam
triggered by financial-market over-
huals. NYSE Euronext had planned
to introduce the products in the
third quarter. Still, he said that new
financial legislation will provide a
long-term benefit as more trading
migrates toward exchanges and
clearinghouses.

NYSE Euronext owns the New
York Stock Exchange and four Euro-
pean stock exchanges. The second-
quarter profit compared with a
year-earlier loss of $182 million, the
result of restructuring costs. Earn-
ings per share of 70 cents beat mar-
ket expectations and compared with
a 70-cent loss a year earlier.
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