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H-P chief Hurd made settlement
in dispute with female accuser
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Turkey reaches deal over
standoff with army chiefs
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The Quirk

Good thing hotels don’t
charge for left-behind
chargers. Page 29

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

Editorial
& Opinion

Wyclef Jean on why
he’s running for president
of Haiti. Page 13

U.S. in talks
to sell Saudis
84 fighter jets

W A S H I N G T O N — T h e
Obama administration plans
to sell advanced F-15 fighter
jets to Saudi Arabia but won’t
equip them with long-range
weapons systems and other
arms whose inclusion was
strongly opposed by Israel,
diplomats and officials said.

The proposed $30 billion,
10-year arms package, which
would be one of the biggest
single deals of its kind, has
been a source of behind-the-
scenes tension during months
of negotiations. Israeli offi-
cials have repeatedly con-
veyed their concerns in pri-
vate that the U.S. risks
undermining its military ad-
vantage by equipping regional
rivals with top-flight technol-
ogies.

U.S. officials say they pro-
vided “clarifications” in recent
weeks about the deal to help
damp Israel’s qualms. Two of-
ficials close to the negotia-
tions said Israel still had some

reservations, but that the
country isn’t expected to chal-
lenge the sale in Congress,
which can hold up the deal or
push for assurances of its
own. The administration is ex-
pected to notify Congress of
its plans as early as next
month.

The information-sharing
with Israel is part of a long-
standing commitment by suc-
cessive U.S. administrations to
keep the key ally apprised of
moves that could affect its
military edge in the region.

The tussle is a window into
the White House’s delicate
balancing act in the Middle
East. The administration has
championed advanced weap-
ons sales to Gulf states as a
way to check Iranian power. In
addition to Saudi Arabia, the
U.S. has moved to sell arms to
the United Arab Emirates and
other Gulf states, as well as
support on a smaller scale the
Lebanese army and Palestin-
ian security forces in the West
Bank.

But the scope and size of
the Saudi deal has unnerved
Israel and its allies in Con-
gress at a time when U.S.-Is-
raeli relations are particularly
unsteady.

Under the proposed sale,
the 84 Boeing Co. F-15s for
Saudi Arabia will have on-
board targeting systems simi-
lar to those offered to other
foreign governments, officials
say. They aren’t as technologi-
cally advanced as F-15s flown
by the U.S. military.

More critically for Israel,
an official in the region said,
was the Obama administra-
tion’s decision to not offer
Saudi Arabia certain weapons
components. Top among
them: so-called standoff sys-
tems, which are advanced
long-range weapons that can
be attached to F-15s for use in
offensive operations against
land- and sea-based targets.

After a round of talks in
Washington late last month
between Defense Minister

Please turn to page 9

BY ADAM ENTOUS

Spain’s King Juan Carlos welcomes the U.S. first lady, Michelle Obama, and her daughter Sasha as
they arrive at the Marivent palace in Mallorca—the Spanish royals’ holiday retreat. Mrs. Obama and
Sasha had lunch with the royal family, capping a five-day private visit to Spain.
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A royal finale to Michelle Obama’s Spain trip

Soaring prices entice
farmers to plant wheat

Wheat farmers in the U.S.
and elsewhere are weighing
whether to plant more of the
grain to take advantage of ris-
ing prices sparked by Russia’s
crippling drought and its ban
on wheat exports.

Worries about a shortage
of wheat have sent grain
prices soaring, threatening a
potentially damaging bout of
food inflation. But if enough
U.S. and European farmers de-
cide to plant additional wheat
to take advantage of that
threat, the balance could
quickly tip to a glut.

“A titanic 2011 U.S. acreage
battle is brewing,” said Rich
Feltes, senior vice president
for research at MF Global, a
commodities brokerage.

The government in Egypt,
the world’s No. 1 importer,
said the recent spike could
cost it an additional 4 billion
Egyptian pounds, or about
$705 million. Cairo also
moved to secure other sup-
plies after Russia imposed an
export ban, buying 240,000
tons from France on Saturday.

The coming weeks will
also determine whether Rus-
sia’s drought cuts into the
planting season for next
year’s crop. Global stockpiles
are high, which could mean
the current concerns will soon
dissipate. But even as it noted
those stocks, the United Na-
tions Food and Agriculture
Organization last week said
that if the Russian planting

season faced problems, that
could have “potentially seri-
ous implications for world
wheat supplies.”

Planting more wheat could
mean planting less of other
crops, particularly corn.

Russia is facing discontent
over its handling of the disas-
ter and in Malaysia and Thai-
land, there are already rum-
blings over food prices. In
Thailand, many consumers
have been complaining about
an unexpected spike in the
price of sugar after the coun-
try ran low on supplies and
had to import the commodity
for the first time in 30 years.

� Farmers need to decide soon
how much to plant ................... 4

More energy.
Fewer emissions.
With technology,
we can do both.
Learn how we’re addressing
the global energy challenge at
exxonmobil.com
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Greek bonds
still off limits
for many funds

What does Greece have to do to
get a little credit from investors?
Greek bonds, while off their lows,
showed virtually no reaction to re-
cent praise dished out by the Inter-
national Monetary Fund. A combina-
tion of illiquidity, technical factors
and binary valuation arguments are
stifling the market.

This is despite seemingly juicy
returns on offer. The 30-year Greek
bond hit a low on June 23 at 47% of
face value, according to Tradeweb,
offering a chunky 10.4% yield. The
small rise since then, to 56% of face
value, translates to an 18.5% capital
gain.

There are good reasons for the
lack of action. For many investors,
Greece is off limits: Ratings down-
grades have removed it from key
European bond indexes, but it
doesn’t qualify to join emerging-
markets indexes.

Second, the market is illiquid.
Trading volume on Greece’s HDAT
electronic platform was €1.6 billion
($2.13 billion) in June, down from
€27.8 billion a year earlier, accord-
ing to the Bank of Greece. Buyers
may fear pent-up selling pressure
from banks still holding Greek debt.

And third, shorter-dated bonds
trading at prices of 70% to 80% of
face value might not be attractive
enough if an investor fears a debt
restructuring. While there are good
arguments that a restructuring
wouldn’t make sense, investors are
concerned by the scale of potential
write-offs if a default occurred.

Niche funds with strong risk ap-
petite may be able to take advan-
tage. But the big money will stay
away for some time yet.

—Richard Barley

Investors push, but no fee ride at KKR
Sometimes, Henry Kravis and

George Roberts like to finish last.
As the founders of buyout-firm

KKR gear up to raise their next fund,
key investors like California Public
Employees’ Retirement System,
known as Calpers, will likely con-
tinue their longstanding push for
better terms. But while KKR has re-
duced fees over the years and gener-
ally structured funds to be more in-
vestor-friendly, it has clung to a
practice most firms have stopped: It
still collects a percentage of all prof-
its earned by its funds.

These days, rivals such as Black-
stone Group earn such incentive
fees only if profits exceed an annual
hurdle rate, typically 8%. That has
left KKR a glaring standout. Some
73% of funds worth $1 billion or
more raised between 2000 and 2002
had a hurdle rate, according to re-
search firm Preqin. Among funds
raised in 2009 and 2010, the per-

centage has jumped to 94%.
History suggests Messrs. Kravis

and Roberts won’t blink easily. It
wasn’t until its 1996 fund that KKR
calculated incentive fees based on
the net performance of a fund, a
method that had long since become
standard. Previously, KKR collected
incentive fees on every profitable in-
vestment, while not giving anything
back when other deals lost money.
But in 1996, to convince investors to
put up another $6.1 billion, KKR had
to begin netting off winners and los-
ers.

Back then, KKR had lost cachet
after its 1987 fund was hobbled by
the $25 billion buyout of RJR Na-
bisco. While it will be a few years
before investors can judge KKR’s
most recent funds, its $5.8 billion
European fund raised in 2005 is cur-
rently underwater. And there is no
guarantee debt markets will provide
as much leverage to juice returns in

the future or that lucrative exits will
be easy.

All that shifts power to investors
such as the Washington State In-
vestment Board, which has invested
with KKR since 1981. Washington

State’s Theresa Whitmarsh says that
the economic environment makes it
easier to negotiate but that some
funds may have to offer “something
to compensate” for the lack of a hur-
dle rate.

Such investors probably need to
believe KKR can outperform its ri-
vals to justify special treatment. So
far, each KKR fund that has been liq-
uidated achieved annualized returns
above 8%. The 1987 fund was lowest,
at 8.9%, and most others were far
higher. But private equity has be-
come a more difficult game, and sky-
high returns are less likely.

Some potential investors will
likely conclude hurdle rates are a
deal-breaker. Now that Blackstone
has raised a new fund, Messrs.
Kravis and Roberts are in a tough
spot. If they stick to their guns, it
will probably mean falling short of
Blackstone’s $13.5 billion mark.

—John Jannarone

Priceline.com’s vacation in Europe
Volcanic ash. A European econ-

omy on the precipice. Riots in Thai-
land. Online travel agency Price-
line.com deftly flew through all of it,
outdistancing peers yet again.

Since 2007, Priceline stock is up
more than 400%. Nearest competitor
Expedia is up just 10%, while smaller
rival Orbitz Worldwide has seen its
shares decline 70%. Travelocity is
closely held.

Why the stunning outperfor-
mance? Though Priceline is famous
for letting you “name your own
price” for airline tickets, most profit
actually comes from selling Euro-
pean hotel rooms. There, Priceline
maintains a big lead, thanks to
clever acquisitions and a unique
business model.

In 2005, Priceline picked up the
Netherlands online hotel site Book-
ing.com, now the backbone of its in-
ternational business, for $133 mil-
lion. In the second quarter alone,
Priceline generated $322 million of
gross profit internationally, 69% of
the company’s total.

Fragmented markets are where
intermediaries can add the most
value and generate the most profit.
While there may be a handful of air-
lines that can get you from Point A
to Point B, Point B has dozens of ho-
tels to choose from. So while airlines
pay a few dollars in commissions for
each booking, hotels pay about 15%

of the room rate.
While Expedia bests Priceline in

gross travel bookings, Priceline sells
more hotel-room nights—23.2 mil-
lion in the second quarter against
Expedia’s 20.3 million. Second-quar-
ter operating margin for Priceline
was 39% versus 23% for Expedia. Or-
bitz sells mostly airline tickets, so it
badly lags behind the other two.

The good news for Priceline is
that it may be able to maintain its
big European lead. The way it
charges for each booking has a
worse cash-flow profile than Expe-
dia’s, but it is more attractive to the
hotels themselves. That helps Book-
ing.com lock up inventory.

Yet Priceline’s premium valuation
should give investors pause. At
about $295 a share, the company is
valued at 18 times analysts’ estimate
for 2010 earnings before interest,
tax, depreciation and amortization.
Expedia trades at seven times.

Its discount relative to Priceline
may make it the better bet.

—Rolfe Winkler

*As of March 31 Source: the company

Leveling off
KKR's assets under management
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Perhaps BP’s Tony Hayward has
a second U.S. act ahead of him. At
least, that could be a message
from the fact Walter Van de Vijver
is spearheading Reliance Indus-
tries’ U.S. expansion.

Mr. Van de Vijver last hit the
headlines six years ago, when he
was at the center of Shell’s admis-
sion that it overstated its oil and
gas reserves by over 20%. One of
the more shocking details was his
email to then-Shell chairman, Sir
Philip Watts, that he was “sick and
tired” of lying about the extent of
Shell’s issues with its reserves
measurement. The SEC eventually
judged Shell had “knowingly or
recklessly” misrepresented oil and
gas holdings.

Reliance, India’s most valuable
public company, recently bought
60% of a shale-gas joint venture
with Houston’s Carrizo Oil & Gas.
Reliance’s president of international
exploration and production, Mr. Van
de Vijver, will no doubt be hoping
bygones are truly bygones.

OVERHEARD

The 30-year Greek bond hit
a low on June 23 at 47% of
face value, offering a
chunky 10.4% yield.
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Everything is fine with Greece, just
as long as we all ignore some facts

So it’s all right,
then. The agencies
monitoring
Greece’s ability to
meet the austerity
targets set for it

by the European Commission, the
European Central Bank, and the
International Monetary Fund are
sufficiently satisfied with its
progress to recommend release of
the €9 billion ($11.95 billion) that
is the next tranche of the €110
billion bailout package agreed by
the eurocracy and the IMF. Of
course, to reach that conclusion,
the only one available to those
with a political stake in the
durability of the euro, the
authorities had to ignore a few
nasty facts.

Most important, Greece has to
rely on the bailout fund because
the markets do not deem it
sufficiently credit-worthy to be
allowed to borrow at tolerable
rates. The market has higher
standards than the EC, IMF and
ECB, and no political reason to
show any tolerance. “We don’t
expect any return to the markets
very soon,” says Poul Thomsen,
the IMF’s Greece mission chief.
The alternatives remain continued
bailouts, or rescheduling or
restructuring, to use oft-preferred
euphemisms for default.

Little wonder, given some of
the facts the monitors chose to
downplay. Regional and local
governments and entities continue
to spend money they don’t have.
Tax evasion by high earners
continues, the authorities so far
being unable to get their
collection procedures in order, or
to cope with threats of tax flight.
High-income ship owners, who
flaunted their wealth at their
champagne-sodden semi-annual
“Posidonia” bash, are prepared to
suffer exile in the south of France

if the government tries to force
them to pay tax bills. Or even
endure the less agreeable climate
of London.

Not that the rich have been
untouched by their nation’s
problems: PropertyWire.com
reports that the price of a 4,800-
square foot house in the swanky
Ekali suburb of Athens has been
cut in half, to €2 million, a decline
helped along by a proposed
increase in property taxes.

Then there are the banks. Their
capital is declining and their bad
loans rising, both trends that will
accelerate as the economy
contracts by a predicted 4% this
year. And if the summer tourist
season is as poor as many
expect—television pictures of
riots in Athens and terrorist
threats are redirecting those
seeking a bit of relaxation in the
sun to Spain and Turkey—the

projection of a 4% decline might
prove to be an understatement:
tourism has traditionally
accounted for 15% of Greek GDP.
Finally, the overall euro-zone
economic recovery, powered by
Germany’s exports, might well
bypass Greece, which has little
to sell to increasingly affluent
Germans.

If the German taxpayer wearies
of financing the Greek bailout,
default will become inevitable.
Such weariness might set in if
what Federico Sturzenegger and
Jeromin Zettelmeyer (professor at
the Universidad Torcuato di Tella
in Buenos Aires, and Director for
Policy Studies at the European
Bank for Reconstruction and
Development, respectively) call
“skeletons” are exhumed. In their
comprehensive study, “Debt
Defaults and Lessons From a
Decade of Crises,” the authors
note that such skeletons—explicit
debt that might not be on the
government books, such as
pension obligations or guarantees
to specific constituencies—“have a
habit of showing up in crisis
times.”

Still, there is reason for some
optimism. As Messrs.
Sturzenegger and Zettelmeyer

note, “crises operate as catalysts
for reform.” If that holds true for
Greece, the government just might
not let this crisis go to waste, and
put its fiscal house in order.

But the magnitude of the task
is daunting. Austerity will take
about 10% out of GDP, with all
that means for jobs. And still
leave Greece with unmanageable
debt levels and interest
obligations.

Fortunately for Greece, in the
bargaining between the bailed and
the bailers, it has the upper hand.
The cost to Greece of default is
relatively trivial compared to the
cost to its creditors, mostly
European banks uneager to take
large write-downs. And the
political cost of having been
unable to forestall default by one
of its tiniest members is
unacceptable to the eurocracy. Not
to mention the effect on the
ability of other Club Med nations
to continue recent progress in
tapping international debt
markets.

So the Greek government just
might decide, if necessary, to bow
to an angry public and renege on
promises of austerity, passing the
cost of its past profligacy on to
German and other euroland
taxpayers, or to its creditors.
Some 95% of Greek debt was
issued in Greece, and is subject to
sovereign immunity laws, which
reduce the options available to
unhappy creditors lining up for
their haircuts.

Don’t think that Greece’s
politicians are unaware of their
powerful position vis-a-vis both
their euro-zone colleagues and
any creditors who feel unhappy
with the deal they will be offered
in lieu of full repayment. It would
be understandable if they decide
that unhappy euro-zone taxpayers
or short-changed creditors are
lesser evils than angry Greek
voters.

—Irwin Stelzer is a director of
economic-policy studies at the

Hudson Institute.

The Greek government could bow to an angry public.
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“The real point may
be that ‘compassion’
for someone with a
life sentence is just
misplaced.”
Charles Hoffman, responding to the
article “Lockerbie Release Is Flawed”
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BlackBerry data. 18
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over the iPhone 4 antenna. 19
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protect many Western instal-
lations in the country. 9
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BY IRWIN STELZER

ONLINE TODAY

Fortunately for Greece,
in the bargaining between
the bailed and the bailers,
it has the upper hand.
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Autos

n Ford Chairman Bill Ford sold
3.4 million common shares and
stock options in the auto maker,
reaping $28 million in proceeds as
the company returned to profit-
ability. Also, ending a wage freeze,
Bill Ford will now be paid an ac-
crued $4 million in salary and $11
million to $12 million in stock op-
tions for his service from 2008 to
present.

i i i

Banking

n Bank of America is considering
options for its main proprietary-
trading desk that include a sale of
the business as the giant bank
prepares for regulatory changes in
the U.S., according to people fa-
miliar with the situation. The
Charlotte, N.C., company is weigh-
ing the future of the $3-billion
desk, these people said. Among
the ideas circulating about the lu-
crative but relatively small trading
operation are to sell the unit or
reassign its traders to different
parts of the company.

n U.S. regulators shuttered Ra-
venswood Bank in Chicago, the
country’s 109th bank failure in
2010 and 13th in Illinois. The
small bank had been the subject
of press reports in recent days be-
cause former Illinois Governor
Rod Blagojevich had some cam-
paign funds held there. Federal
prosecutors have said they could
seize those campaign funds as
part of a federal corruption trial
against the former governor.

n Royal Bank of Scotland swung
to a net profit of £9 million ($14
million) in the first half—its first
six-month profit since 2007—sig-
naling that the government-con-
trolled bank is making modest
progress toward recovery. The
positive results were driven by
lower losses in its troubled asset
portfolio and a stronger perform-

ance in its core retail- and com-
mercial-banking division. In 2008,
RBS reported a £24 billion loss,
the largest corporate loss in U.K.
history.

i i i

Conglomerates

n Berkshire Hathaway’s second-
quarter net profit fell 40% to
$1.97 billion as last year’s deriva-
tive gains turned into losses, but
operating profit at Warren Buf-
fett’s conglomerate soared, driven
in part by the $27 billion purchase
of the 77.5% of Burlington North-
ern Santa Fe that Berkshire didn’t
already own. Burlington added
$885 million in earnings since the
deal was completed in February.

i i i

Financial services

n AIG swung to a $2.7 billion net
loss for the second quarter due to
a $3.3 billion charge associated
with the sale of a large overseas
life insurance unit, but the com-
pany’s insurance businesses gen-
erated an operating profit. AIG
also said it has begun planning for
how the U.S. government will exit
its investment in the insurance gi-
ant, which still has a mountain of
taxpayer debt to repay nearly two
years after its bailout.
n AIG’s airplane leasing unit, In-
ternational Lease Finance, is plan-
ning to tap the debt markets in
the coming weeks to repay funds
that AIG borrowed from the Fed-
eral Reserve Bank of New York,
AIG CEO Robert Benmosche said.

n Goldman Sachs told the Finan-
cial Crisis Inquiry Commission
that 25% to 35% of its revenue
comes from derivatives-based
businesses, according to a person
familiar with the situation. The
figures are part of Goldman’s re-
sponse to a request by the panel
to disclose information about its
derivatives holdings and opera-
tions. Derivatives have been
blamed for exacerbating the credit

crisis, and Goldman has faced
scrutiny from the FCIC for its de-
rivative contracts with AIG.

n Allianz, Europe’s largest in-
surer, said second-quarter net
profit fell 46% to €1.02 billion
($1.4 billion) due to lower income
from its investments and higher
costs related to earthquakes and
other natural disasters.

n Old Mutual swung to a first-
half net profit of £265 million
($423 million), helped by a recov-
ery in sales and favorable ex-
change rates, and said it is “confi-
dent” about its business for the
full year. Old Mutual also said it
sold its U.S. life business to Har-
binger Capital Partners for $350
million as part of a major restruc-
turing plan that aims to cut by
two-thirds its massive debt of
more than £2 billion.

i i i

Media

n Washington Post Co. reported
a large jump in second-quarter
profit to $92.1 million, fueled by
fewer charges and growth at Kap-
lan, its education division. The
company cautioned, however, that
a push for new rules governing
admissions and other practices at
for-profit colleges could hurt Kap-
lan’s future results.

i i i

Property

n Fannie Mae posted a $1.2 bil-
lion net loss for the second quar-
ter, the smallest loss in three
years, amid signs that the massive
wave of souring loans that
brought down the mortgage-fi-
nance giant may be easing. But
Fannie still asked the U.S. govern-
ment for an additional $1.5 billion.
The quarterly loss reflects the lin-
gering weaknesses in the housing
market, but was an improvement
from the $14.8 billion loss for the
year-ago quarter. It marked Fan-
nie’s 12th consecutive loss.

n Caroline Herron, a former Fan-
nie Mae contractor, is alleging in a
lawsuit that the company fired
and blackballed her after she be-
came critical of the company’s im-
plementation of the Obama ad-
ministration’s loan-modification
program.

i i i

Publishing

n Dorchester Publishing, a U.S.
publisher of mass-market paper-
backs, is abandoning its tradi-
tional print books and making its
titles available as e-books and
print-on-demand only.

i i i

Technology

n Mark Hurd, the man credited
with reinvigorating Hewlett-Pack-
ard, resigned as chief executive of
the technology giant after an in-
vestigation of his relationship
with a female contractor found he
violated the company’s business
standards.
n Hurd reached a settlement with
the unidentified contractor last
week regarding her sexual-harass-
ment claims, according to people
familiar with the situation. One of
the people familiar with the situa-
tion said the resolution between
Hurd and the contractor didn’t in-
volve H-P paying any money to
the woman.

n Mark Papermaster, Apple’s se-
nior vice president for iPhone en-
gineering, is leaving the company,
signaling a change in leadership
in the wake of antenna problems
with the iPhone 4. Apple was
forced to offer a free fix after con-
sumers complained and numerous
media outlets reported a problem
with dropped calls.

n Saudi Arabia’s telecom watch-
dog and local phone operators
have reached a preliminary agree-
ment with Research In Motion
over the handling of BlackBerry
data that call for a server to be

set up in the kingdom, an official
at a Saudi-based telecom operator
involved in the talks said.

n Google said it has bought social
widget maker Slide, a deal that
gives the Internet search leader a
team of developers with extensive
social-networking experience. A
person familiar with the situation
said the deal was valued at about
$180 million.

n Acer said its cooperation with
Chinese personal-computer ven-
dor Founder Technology Group
will be a breakthrough in the Chi-
nese market for the world’s sec-
ond-largest PC manufacturer, and
more than double its revenue in
China next year.

n Hon Hai Precision Industry, the
world’s biggest contract manufac-
turer of electronics products, said
a female worker fell to her death
at one of its plants in Kunshan, Ji-
angsu province. In the first five
months of this year, 10 employees
at Hon Hai’s massive Shenzhen
manufacturing base jumped to
their deaths in separate incidents,
drawing international scrutiny.

i i i

Telecommunications

n AT&T said it doesn’t expect to
suffer a “material negative im-
pact” from the end of its exclusive
arrangements to carry handsets,
including its lucrative deal for the
iPhone. The comments came in a
lengthy discussion of the value of
exclusive deals in AT&T’s latest
quarterly filing with the Securities
and Exchange Commission. It was
the first time the carrier has ad-
dressed the most closely watched
issue regarding its future in such
depth in a formal filing.

BUSINESS WATCH

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

A passenger whose flight was delayed due to the thick blanket of smog covering the Russian capital waits in the terminal of Moscow’s Domodedovo airport. The city’s airports reported delays or diversions
of about 90 flights due to low visibility, while authorities opened more than 120 ‘anti-smog’ centers to give residents an escape from the choking smoke from wildfires blazing around the capital.

Associated Press

In smoke-blanketed Moscow, dozens of flights are delayed or diverted
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Russian spy wants his old life back
Veteran agent sent home in swap with U.S. pleads for return of false identity and reunion with 17-year-old son

MOSCOW—He operated under
cover with a single false name on
two continents for 34 years, through
part of the Cold War and beyond. He
served spymasters in Moscow who
reward such steel-jawed endurance
with quiet adulation.

In Peru he was Juan Lazaro the
karate black belt, the news photog-
rapher, the guy who married the
star TV reporter. After the couple
moved to New York, he became Juan
Lazaro Ph.D. and adjunct professor
of political science. At home in sub-
urban Yonkers, he was the doting
father of Juan Lazaro Jr., a talented
young pianist.

No one suspected until he was
arrested by the Federal Bureau of
Investigation, unmasked as Mikhail
Vasenkov and sent home in the
much-publicized U.S.-Russia spy
swap a month ago.

Prime Minister Vladimir Putin
feted the 10 deported agents, includ-
ing femme fatale Anna Chapman,
led them in patriotic Soviet songs
and promised them decent jobs and
a “bright life” in the motherland.

But the senior spy among them
says no thanks. In a plot twist rare
in the annals of espionage, he wants
his Juan Lazaro fake identity back.

There’s only one problem. The
real Juan Lazaro died 63 years ago
in Uruguay at age 3, a relative says.
The spy used the dead toddler’s
birth certificate to build a persona.

From a Moscow apartment
where Russia’s government has him
lodged out of public view, the vet-
eran agent has sent word that he
and his wife, deported together in
the spy swap and separated from
their 17-year-old son, want to use
their Peruvian passports to return
to Peru in the coming weeks and re-
build their lives as the Lazaros.

“He doesn’t want to stay in Rus-
sia,” says his American lawyer, Gen-
esis Peduto, who talks to him on the
phone.

“He says he’s Juan Lazaro and
he’s not from Russia and doesn’t
speak Russian. He wants to be
where his wife is going, to her na-
tive country, where it will be easier
for Juan Jr. to visit” from New York.
“His family comes first.”

Ms. Peduto says she has no
knowledge of the dead Juan Lazaro
and won’t comment. Her client de-
clines to be interviewed. Russia’s
Foreign Intelligence Service refuses
to comment on any of the 10 de-
ported agents.

The spy ring puzzled Americans
and tested U.S.-Russian relations. It
was an odd group: They included
four couples with children living
suburban lives while secretly send-
ing radiograms, exchanging bags of
cash in “brush passes” and deliver-
ing messages in invisible ink.

They seemed to be looking in
hidden places for data that were
largely available on the Internet.
Watched for a decade by the FBI,

they managed to obtain no classified
data, U.S. officials say.

The Juan Lazaro story is a pecu-
liar footnote. The spy’s early life re-
mains a mystery. But his paper trail
through Spain, Uruguay, Peru and
New York offers a glimpse into the
world of Moscow’s “illegals,” or
deep-cover agents, and its Hispanic
pipeline to America. In that realm of
forgery, identity theft and deception
within families, it remains unclear
whether the spy’s wife and collabo-
rator, Vicky Pelaez, even knew of his
other name.

Soviet and Russian deep-cover
agents have spent years at a time in
the U.S. since early in the Cold War,
operating without diplomatic cover
or immunity from prosecution.
Many lived in Peru during the coun-
try’s rule by Moscow-friendly mili-
tary officers in the 1970s, building
fake identities before infiltrating the
U.S., former KGB officials say.

Successful illegals return to wait-
ing families, Kremlin rewards and
prior Russian identities.The Lazaro
case appears to be that of a loyal
but ineffectual agent who operated
so long under cover that he became
his fictional self—a make-believe
Latino who went native.

“He ceased being Russian, it
seems, and began thinking of him-
self as Juan Lazaro,” says Boris Vol-
odarsky, a former Soviet intelli-
gence officer who works in London
as an independent analyst.

The persona took shape on
March 13, 1976, as a man with a
droopy mustache flew from Madrid
to Lima, Peru, on a Uruguayan pass-
port in the name of Juan Jose La-
zaro Fuentes.

He bore a letter on a Spanish to-
bacco company’s stationery saying
he had been hired for a market sur-
vey in Peru, according to a file kept
by the Peruvian Interior Ministry on
his citizenship application.

Two years later, he submitted
copies of the passport and a 1943
Uruguayan birth certificate with a
letter asking Peru’s military dictator
to make him a citizen of “the most
humanist country” in Latin America.
The letter, short on detail, said he
lived in Uruguay until age 7, then
left to study and work in Spain.

Mr. Lazaro spoke Spanish with a
Slavic accent but “never talked
about his past,” recalls Delfina Pri-
eto, a journalist who worked with
him in Peru. After a cursory back-
ground check, Peru gave him citi-
zenship in 1979.

In 1983, he married Ms. Pelaez.
Two years later they moved to New
York with her son from a previous
relationship. She became a colum-
nist for El Diario, New York’s Span-
ish-language daily, got U.S. citizen-
ship and gave birth to Juan Jr. At
home they spoke Spanish. Juan Sr.,
a legal U.S. resident, earned a doc-
torate in political science at the
New School.

“I didn’t detect anything odd,”
says Thomas Halper, who hired him
to teach at Baruch College, of the
City University of New York. “His
preoccupation was with his son. He
seemed so dedicated to his son, so
proud of him.”

His story unraveled after the
couple’s June 27 arrest.

The FBI reported a bugged con-
versation in the Lazaros’ Yonkers
home in which Mr. Lazaro said his
family moved to Siberia about the
time he was born.

The FBI alleged that the couple

traveled from New York to South
America several times over the past
decade to receive cash from Russian
operatives and deliver messages, al-
though it recorded Mr. Lazaro com-
plaining, “They say my information
is of no value.”

He, his wife and the eight others
pleaded guilty as part of the spy-
swap deal. Defense lawyers say he
gave the name Russian officials told
him to give—Vasenkov—reading it
in court from notes.

And who is Vasenkov? Former
KGB officials say that name may be
no more genuine than Lazaro is. A
search of Russian directories and
websites turns up no Vasenkov fit-
ting the profile.

“The guy may have had several
names,” says Oleg Kalugin, a former
general who once ran KGB opera-
tions in the U.S.

Whatever his real name, the spy
apparently forged that tobacco com-
pany assignment letter. Altadis SA,
the company’s current owner in

Madrid, says it found no record of a
Juan Lazaro in its files.

The spy left one trace of his La-
zaro identity in Spain: a brief stay
on a three-month visa in early 1976
on his way to Peru, according to
stamps in his Uruguayan passport.

Peru is investigating whether he
committed fraud to obtain citizen-
ship. Uruguayan officials aiding the
probe say anyone with knowledge of
the real Juan Lazaro’s identity could
have appropriated his birth record.

That’s apparently what happened
in this case. In Uruguay, Elida
Panizza Fuentes told the Journal
that Juan Lazaro was her half-
brother. She says he died of respira-
tory failure in 1947.

Eva Irene Fuentes is listed as the
child’s mother on the birth certifi-
cate used by the spy. A widow, she
remarried and gave birth to Ms.
Panizza in 1948. Before her death,
the mother told Ms. Panizza the
story of the sickly boy the family re-
membered as “Juancito.”

“She couldn’t help crying when-
ever she spoke of the child,” Ms.
Panizza says. She says it saddened
her to learn a spy had taken his
identity. “How could they do some-
thing like that?”

Ms. Pelaez asked her own
pointed question. She confronted
her husband in a holding cell as
they awaited deportation and, ac-
cording two lawyers present, de-
manded: “What’s your name? Your
real name.”

Carlos Moreno, her lawyer, says
her husband laughed and replied,
“My name is Juan Lazaro.”

The lawyer said the two are
standing by each other and the La-
zaro name. He added: “My guess is
she didn’t know him as anyone
else.”

—Robert Kozak and Sophie
Kevany in Lima, Peru; Santiago

Perez in Madrid; Diego Fischer in
Montevideo, Uruguay; and

Jonnelle Marte in Yonkers, New
York, contributed to this article.

BY RICHARD BOUDREAUX

Mikhail Vasenkov a.k.a Juan Lazaro. Right, Mr. Lazaro, in striped shirt, poses with Peru’s president in 1981.

A
ss

oc
ia

te
d

Pr
es

s
(l

ef
t)

;C
ar

lo
s

Sa
av

ed
ra

So
ria

(r
ig

ht
)

The mysterious life of Juan Lazaro

Peruvian citizenship
application photo

22

3

4

5

1

*His half-sister says he died at age 3. The spy used the dead boy's birth certificate to obtain Uruguayan and Peruvian identity papers.
**Lazaro’s recollection of his childhood was captured during FBI surveillance of a 2002 conversation with his wife in the couple’s home and
presented as evidence that the spy grew up in Russia during World War II.; Lazaro photo credit: Interior Ministry of Peru

MONTEVIDEO, URUGUAY
Sept. 6, 1943
Juan Lazaro Fuentes is born.*

SIBERIA
Early 1940s
‘We moved to Siberia ... as soon
as the war started.’**

SPAIN
1950s–early 1970s
Mr. Lazaro says he studied and
worked here. His only confirmed
presence was in early 1976.

PERU
March 13, 1976
Mr. Lazaro moves to Lima, Peru,
where he finds work as a
photographer. Three years later he
obtains Peruvian citizenship.
Dec. 3, 1983
Mr. Lazaro
marries
Peruvian
journalist
Vicky
Pelaez.

NEW YORK
1985
Mr. Lazaro and Ms. Pelaez move
to New York with her grown son.
Later she gives birth to Mr.
Lazaro’s son.
June-July 2010
Mr. Lazaro, Ms. Pelaez and eight
others are arrested on spying
charges, plead guilty and are
deported to Moscow. Mr. Lazaro
says in court his true name is
Mikhail Vasenkov.
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‘He ceased being Russian, it
seems, and began thinking of
himself as Juan Lazaro.’
—Boris Volodarsky, a former
Soviet intelligence officer
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Europe

n Russian wheat producers have
asked the government to extend a
deadline banning exports, as they
say port terminals don’t have
enough capacity to ship all wheat
destined for export before the ban
takes effect Aug. 15.

n Turkey’s Prime Minister Recep
Tayyip Erdogan said his govern-
ment had reached agreement with
the country’s military on appoint-
ment of its two top commanders,
a move that would end a poten-
tially destabilizing stand-off be-
tween the country’s civilian and
military authorities.

n Italian Prime Minister Silvio
Berlusconi will challenge parlia-
ment in September to pledge alle-
giance to his tottering govern-
ment by asking lawmakers to back
him on a package of fundamental
policy bills. The move follows the
breakaway of a group of lawmak-
ers in the ruling party, which
means Berlusconi no longer has
an automatic majority in parlia-
ment prepared to support him on
most votes.

n Switzerland’s Finance Minister
Hans-Rudolf Merz said he will re-
tire later this year, raising ques-
tions about who will oversee the
introduction of crucial banking
regulations for Swiss banks.

n U.K. and Pakistani leaders
pledged enhanced cooperation in
the fight against terrorism and on
trade issues, as Prime Minister
David Cameron and President Asif
Ali Zardari sought to put the bi-
lateral relationship back on track.

n Poland’s new president pledged
to serve as a unifying force and
work closely with European allies
as he was sworn in—but the cere-
mony was overshadowed by the
plane crash that killed his prede-
cessor and snubbed by his de-
feated rival. Bronislaw Ko-
morowski’s inauguration in
parliament came after a moment

of silence for Lech Kaczynski and
the 95 other people killed in the
April 10 crash in Russia.

i i i

U.S.

n The Obama administration
plans to sell advanced F-15 fighter
jets to Saudi Arabia but won’t
equip them with long-range weap-
ons systems and other arms
whose sale was strongly opposed
by Israel, said diplomats and offi-
cials.

n The U.S. economy shed more
jobs than expected in July while
the unemployment rate held
steady at 9.5%, a further sign the
economic recovery may be losing
momentum. Nonfarm payrolls fell
by 131,000 last month as the rise
in private-sector employment was
not enough to make up for the
government jobs lost, the U.S. La-
bor Department said. Only 71,000
private-sector jobs were added
last month while 143,000 tempo-
rary workers on the 2010 census
were let go.

n Christina Romer said she
would resign as chairman of Presi-
dent Obama’s Council of Economic
Advisers to return to her teaching
post at the University of Califor-
nia at Berkeley, effective Sept. 3.
She is the second member of
Obama’s economic team to leave,
following White House budget di-
rector Peter Orszag’s departure
earlier this summer.

n President Obama plans to re-
nominate Peter Diamond for an
opening on the Federal Reserve
Board after the Senate sent the
nomination back to him, a White
House official said.

n President Obama said Medi-
care, the healthcare program for
the elderly, will exist for many
more years, thanks to new legisla-
tion that helped put the program
on stronger financial footing.
“We’ve made Medicare more sol-
vent by going after waste, fraud,
and abuse—not by changing se-

niors’ guaranteed benefits,” he
said in his weekly radio address.

n Two former Treasury secretar-
ies said deficit-reduction mea-
sures and an overhaul of the tax
code—not more federal stimu-
lus—offer the best solutions for
bolstering a still-struggling econ-
omy and bringing down the high
unemployment rate.
n Robert Rubin, the former Clin-
ton Treasury chief, said a second
major stimulus package could be
“counterproductive,” further un-
dermining confidence in an eco-
nomic recovery he described as
“slow and bumpy.” Instead, Rubin
said, policy makers should begin
crafting a deficit-reduction plan
that would go into effect by the
end of Obama’s first term.
n Paul O’Neill, who helmed the
Treasury under former President
George W. Bush, said he supported
allowing Bush-era tax cuts to ex-
pire. O’Neill said that instead of
focusing on which tax breaks
should be allowed to expire, the
White House should push for
more, wholesale changes to the
tax system.

n The Securities and Exchange
Commission is roiled by a dispute
over how to claw back pay from
executives at companies accused
of cooking the books. Commis-
sioner Luis Aguilar, a Democrat,
has threatened not to vote on
cases where he thinks the agency
is too lax, people familiar with the
matter said. That prompted the
SEC to review its policies for the
enforcement tool.

n BP announced that a test on the
cementing operation needed to
plug its troubled well in the Gulf
of Mexico was successful. The
British oil company said that the
pressure testing following the ce-
menting operations indicates an
effective cement plug in the pipe,
“which was the desired outcome.”
The announcement was expected
as the process known as “static
kill” appeared to have worked af-
ter a string of failures in getting
control of the blown-out well.

i i i

Americas

n Juan Manuel Santos, who was
sworn in as Colombia’s president
to replace departing Álvaro Uribe,
pledged to fight poverty and
asked guerillas to lay down weap-
ons. He left the door open for
peace negotiations, though only if
guerrilla groups release all the
kidnapped people, stop sowing
landmines, running drugs and en-
listing children.

i i i

Asia

n China’s Premier Wen Jiabao
flew to a part of western China
where massive landslides have
killed at least 127 people and left
more than 1,000 missing, Chinese
state media reported, as torrential
rains continued to wreak havoc
around the country.

n In Pakistan, landslides caused
by continuing torrential rains
killed at least 53, while the death
toll from last week’s flash floods
in northern India climbed to at
least 145.

n In Afghanistan, six American
and two European aid workers
were murdered in the country’s
north alongside two Afghan col-
leagues as they were returning to
Kabul from a medical mission in a
remote mountainous area.
n Afghan President Hamid Karzai
lashed out against foreign inter-
ference and called for a ban on
the private security companies
that protect many Western instal-
lations here, in a speech that
ratchets up recent tensions with
the U.S. over two American-
backed anticorruption agencies.

n South Korean President Lee
Myung-Bak named a former pro-
vincial governor as prime minis-
ter, his third since taking office in
February 2008, and replaced
seven government ministers.

n North Korea seized a South Ko-
rean fishing boat and its seven-

person crew in waters off the
North’s east coast, but the exact
location and circumstances
weren’t known.

n Singapore’s prime minister
sought to ease concerns that the
city-state is allowing in too many
foreign workers who will under-
mine national unity.

n Mohammad Mostafaei, the
lawyer defending a woman sen-
tenced to death by stoning in Iran,
said that he has applied for asy-
lum in Norway, but hopes Iranian
authorities will allow him eventu-
ally to return to his practice.

i i i

Middle East

n Investigators in the United
Arab Emirates have concluded
that an Omani suicide bomber in
an explosives-laden motorboat at-
tacked a Japanese-owned oil
tanker last week as it traveled
through the strategically impor-
tant Strait of Hormuz, according
to a person familiar with the in-
vestigation.

n In Iraq, a suicide car bomber
struck a police patrol in Ramadi,
70 miles west of Baghdad, and
killed eight people, most of them
civilians standing in line outside a
post office to collect the monthly
stipend for the country’s poorest.

n The U.S.’s planned drawdown of
troops from Iraq is on track for
the end of the month, despite a
deadlock among Iraqi politicians
to form a new government, the
top U.S. commander in the coun-
try said. Gen. Ray Odierno, ap-
pearing on ABC’s “This Week,”
said the U.S. was on pace to re-
duce the number of U.S. troops to
50,000 by the end of August from
a peak of 171,000 in 2007.

WORLD WATCH

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

A fireman fights a forest fire in São Pedro do Sul, southeast of Porto. According to media reports, 200 firemen have been fighting the blaze, which has bee raging for the past three days.

European Pressphoto Agency

Wildfires blaze through northern and central Portugal
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EUROPE NEWS

Decision time looms
for wheat farmers

Wheat farmers in the U.S. and
elsewhere are weighing whether to
plant more wheat to take advantage
of rising prices sparked by Russia’s
crippling drought and its ban on ex-
ports of the grain.

Russia’s drought and wheat-ex-
port ban comes at a crucial time for
the world’s food supply. Farmers in
the U.S. and Europe face a rapidly
closing window to decide how much
wheat to plant for next year’s crop.
The future of Russia’s 2011 crop also
hangs on the next few weeks, when
farmers need vital rain to fall in or-
der for their new plantings to take
hold.

The weather and decisions made
by farmers throughout the world
will have ramifications for the price
of wheat and many other commodi-
ties. Worries about a shortage of
wheat have already sent grain prices
soaring, threatening a potentially
damaging bout of food inflation. But
if U.S. and European farmers all de-
cide to plant added wheat to take
advantage of that threat, the bal-
ance could quickly tip to a glut,
driving prices down and hurting ru-
ral economies.

The government in Egypt, the
world’s No. 1 importer, said the re-
cent spike could cost it an addi-
tional four billion Egyptian pounds,
or about $705 million. Cairo also
moved to secure other supplies after
Russia imposed an export ban, buy-
ing 240,000 tons from France on
Saturday.

Indonesia, Thailand and other
nations are already facing higher
costs for various food items, includ-
ing sugar and pork, heightening
concerns about a return of the civil
unrest that accompanied rising food
costs in 2008. Inflation in Indonesia
hit 6.2% in July, the highest since
April 2009, in part due to food
prices.

Much depends on decisions made
by farmers like Gary Millershaski,

who has a 6,000-acre farm in south-
western Kansas, typically the top-
producing state in the U.S., the
world’s largest wheat exporter.

“I’m an opportunist,” says Mr.
Millershaski, who is deciding
whether to ratchet up wheat pro-
duction. He estimates he could gen-
erate almost 1,000 extra bushels by
planting land he had planned to
keep fallow, which could generate
thousands of dollars in extra in-
come.

Similar calculations are being
made around the state, the country
and the world. Dean Stoskopf, an-
other Kansas farmer, in Hoisington,
estimated that about 10% more
acres will be planted with wheat in
the state than last year.

The coming weeks will also de-
termine whether Russia’s drought
cuts into the planting season for
next year’s crop. Current global
stockpiles are high, which could
mean the current concerns will soon
dissipate. But even as it noted those
stocks, the U.N. Food and Agricul-
ture Organization last week said
that if the Russian planting season
faced problems, that could have
“potentially serious implications for
world wheat supplies.”

Seeds in the Black Sea region
that includes Russia and Ukraine
need at least an inch or two of rain
in this period, in order to put down
strong roots, said David Streit,
founder of Commodity Weather
Group in Bethesda, Md.

But there’s little rain in the near-
term forecast, and the region needs
the moisture by Sept. 15 to Oct. 15,
depending upon the location, Mr.
Streit said. “If you’re playing the
odds, you’ve got a tough uphill
struggle,” he said.

The high stakes in the coming
weeks show how thin the margin for
error is in the global food supply.
The appetites of many nations are
growing, and they rely on interna-
tional trade to sate it.

The world got a taste of the con-
sequences with the 2008 food riots,
and many governments took steps
to increase stockpiles and increase

production as a result. Today’s
wheat-market seizure could mark
the start of a major test of those
fixes.

Russia is facing discontent over
its handling of the disaster, and in
Malaysia and Thailand there are al-
ready rumblings over food prices. In
Thailand, many consumers have
been complaining about an unex-
pected spike in the price of sugar
after the country ran low on sup-
plies and had to import the com-
modity for the first time in 30
years.

“Prices of food are higher in ev-
ery category” since the beginning of
this year, says Porntip Uthaichan, a
30-year-old coffee vendor in
Bangkok. The cost of sugar, which
she uses in the coffee she sells, has
shot up about 45% to roughly 29
baht (91 U.S. cents) per kilogram
this year, she says, while the pork
she buys is about 20% more expen-
sive than earlier this year.

The Muslim holy month of Ra-
madan is also set to begin this
week, a time of daily fasting and
feasting when families increase
their normal food purchases by up-
wards of 25%. That could increase
pressure on governments to check
price hikes. The oil-rich Gulf coun-
tries import an estimated 85% to
90% of all basic food goods, while
the wider Arab world is only able to
produce around 50% of its demand
for cereals such as wheat and bar-
ley, according to a recent report by
the Arab Organization for Agricul-
tural Development.

But a widely embraced move to
plant more acres of wheat could
also backfire for farmers and con-
sumers, with consequences that
could reverberate through the food
chain. Planting more wheat could
mean planting less of other crops,
particularly corn, making that more
expensive for corn-importing na-
tions, including China.

“A titanic 2011 U.S. acreage bat-
tle is brewing,” said Rich Feltes, se-
nior vice president for research at
MF Global, a commodities broker-
age.

By Liam Pleven, Nour Malas
And Patrick Barta

Unchecked fires
prompt anger
among Russians

LUKHOVITSY, Russia—As forest
fires continued to rage near Mos-
cow, the mayor of this front-line
town trudged through a blackened
peat bog Sunday to oversee volun-
teer fire fighters. “The blaze is un-
der control,” Mayor Sergei Stolyarov
declared.

But the townspeople’s anger is
not.

Here, as in other regions over-
come by wildfires and choking
smog, Russian officials at all levels
are facing an outcry over their han-
dling of a mounting environmental
disaster. They say the government
was ill prepared and equipped to
fight the fires, responded too late
and is poorly organized to mobilize
volunteers who want to help.

President Dmitry Medvedev,
Prime Minister Vladimir Putin and
Moscow Mayor Yuri Luzhkov have
all come under withering criticism.
Mr. Luzhkov, whose spokesman had
denied Friday that the city was in
crisis, decided over the weekend to
return from a midsummer break,
other aides said.

In Lukhovitsy, a logging and in-
dustrial town southeast of Moscow,
people say they fought the flames
spreading from the peat bog for
days with no outside assistance.

“We survived only because the
wind shifted,” said Olga Kubysheva,
who lives amid the pines on the
edge of town and fears the authori-
ties can’t protect her if the fast-
spreading flames return. “The fire is
still in our forest, and the forest is
our yard. We are frightened.”

Russia’s emergencies ministry
reported more than 800 fires across
the country Sunday, many of them
out of control. The fires have killed
52 people since late July, left more
than 4,000 others homeless and
burned 1.8 million acres of land, the
government said.

Those numbers aren’t extraordi-
nary by Russian standards. But pro-
longed, record-breaking heat in
western Russia has sparked an un-
usual number of fires near cities, in-
cluding 49 that were reported Sun-
day in the Moscow region,
overwhelming millions of people
with a thick gray haze.

Smog blanketing the capital Fri-
day and Saturday sent the concen-
tration of airborne pollutants to a
level 6.6 times higher than the ac-
ceptable norm, according to Mos-
cow’s air pollution monitoring ser-

vice. That figure dropped to 3.1
Sunday, but low visibility at Moscow
airports caused delays or diversions
of dozens of flights.

Red-eyed and irritated, 70 Mos-
cow volunteers showed up Sunday
to help out in Lukhovitsy, whose
burning forests and peat bogs have
fed the capital’s smog.

“It’s our country, and we can
smell that our country is burning,”
said Andrei Kolesnik, a 28-year-old
economics instructor at a Moscow
university who joined the group.

Russian officials have acknowl-
edged that the 10,000 professional
fire fighters battling the blazes
aren’t enough. But Mr. Kolesnik and
others in the group complained that
the government has no organized
system for mobilizing volunteers. He
said he spent two days calling the
emergency ministry and other gov-
ernment agencies before someone
referred him to Nashi, a youth group
of the ruling United Russia party,
which put together Sunday’s trip.

Nor is the state equipped to fight
fires, according to other volunteers
who have been to the forests in re-
cent days. They report that access
roads to the forests are often
blocked or in poor repair, that res-
ervoirs for refilling their tanks are
dangerously low, and that fire hoses
often leak.

Critics of the government also
fault a revised forest code, which
Mr. Putin pushed through parlia-
ment four years ago, for crippling
the fire-fighting effort. This dis-
banded a centralized system of
70,000 forest wardens, who used to
patrol the woods and spot fire haz-
ards. Fire-fighting responsibility
passed to regional governments and
logging firms that lease the forests.

Ms. Kubysheva, the resident, said
the number of wardens in the exten-
sive forests around Lukhovitsy had
since dwindled from several dozens
to just four people. “The forest has
no owner,” she said, standing in
front of her home at 1 Forest Road.
“We are practically unprotected.”

In a blog posting that drew na-
tionwide attention, a villager from
the Tver region complained to Mr.
Putin about the state’s fire-fighting
inadequacies. In Soviet times, he
wrote, “there were three fire ponds
in the village, a bell that tolled when
a fire began, and—guess what?—a
fire truck.”

Mr. Putin, showing openness to
criticism, wrote a public reply
promising the village a bell.

BY RICHARD BOUDREAUX

European Pressphoto Agency

A local resident walks in the village of Laskovo, southeast of Moscow, Sunday.

Laurie Sisk for the Wall Street Journal

Kansas farmer Gary Millershaski, left, might increase his wheat production in light of Russia’s drought and export ban..
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What happens to left-behind chargers
H OTEL guests have left all

manner of personal items
behind in rooms at the

Fairmont Hotels & Resorts
chain—pillows, false teeth, choco-
late-covered ants, a book on how
to improve your memory.

But nothing compares with mo-
bile-device chargers. The Fairmont
Waterfront in Vancouver, British
Columbia, has acquired about 300
of them. In California, the Fair-
mont San Jose is left with about
250 chargers a year. Maids at the
Fairmont St. Andrews in Scotland
find as many as 35 a month still
plugged into wall outlets.

“They’re easy to miss when
you’re doing a last-minute scan of
the room— and I admit I’ve left
one in a hotel,” says Lori Holland,
spokeswoman for the Toronto ho-
tel chain.

Hotel lost-and-found bins are
overflowing with mobile chargers
from cell phones, Blackberrys,
iPhones and assorted other giz-
mos. All 45 of the Omni Hotels &
Resorts in North America have
charger “graveyards,” with a typi-
cal hotel having two bins full at
any time, says Jeff Smith, vice
president of operations for the
Irving, Texas, chain.

At Las Vegas’s Main Street Sta-
tion Casino Hotel last month,
manager Joyce Hellebrand
brought out five bins containing
more than 400 chargers. The char-
gers, she says, sit with other as-
sorted left-behind items. “You
name it, we’ve found it here—but
chargers, they’re the king,” Ms.
Hellebrand says.

Why chargers? For starters,
they are dark-colored and affixed
to out-of-the-way outlets. “You
plug it in at night and in the
morning you just forget it,” says
Joe McInerney, chief executive of-
ficer of the American Hotel &
Lodging Association, who has lost
a half dozen chargers himself.

The other problem is that so
many people carry so many de-
vices that require their own power

cords. Road warrior Jeff Block lost
so many he invented what he calls
the Personal Media Travel Pouch
to hold gadgets and chargers. “You
have to have a place to keep all
this stuff,” says Mr. Block, who
sells the pouches through a San
Francisco company he runs called
Kangaroom Storage.

Hoteliers say they could alert
guests to a left-behind item, but
don’t for reasons including pri-
vacy: A guest may not want his
significant other to know about a
stay, says David McCurtain, gen-
eral manager at the Sands Inn &
Suites in San Luis Obispo, Calif.
“Also, the sheer volume of all lost
and found on a daily basis would
require too much time and effort,”
Mr. McCurtain adds. “And these
days a lot of reservations come
through Expedia, Orbitz, etc.,
which give us neither address nor
phone number.”

If a guest wants a charger
back, hotels will try to ship it. But
that didn’t ease Janet Schwamm’s

anxiety after her 16-year-old
daughter, Abigail, left her phone
charger in a Miami hotel three
years ago and had to wait a week
and a half for it to be mailed back
to the family’s home in Short
Hills, N.J. “For a kid to be cut off
like that is akin to not being able
to function,” says Ms. Schwamm, a
49-year-old homemaker.

At the Groveland Hotel at
Yosemite National Park, a guest
who left her charger became irate
after it subsequently was lost in
the mail while being returned to
her. The hotel declined to replace
the device, saying it wasn’t its
fault she left it. “She’s probably
going to put us on TripAdvisor,”
says Peggy Mosley, the hotel’s
CEO.

Most people don’t bother ask-
ing for their chargers back, leav-
ing them to pile up in lost-and-
found stashes. “Black spaghetti,”
is the term housekeepers for Hos-
pitality Management Inc., which
owns and operates five hotels in
Sacramento, Calif., use to describe
the tangled strands of wires in
their collections.

Hotels are creative in what
they do with them. “When guests
ask us where they can purchase a
new phone charger because they
forgot to bring theirs from home,
we bring out our box of leftover
chargers and let them pick the one
that works with their cellphone,”
says Sandip Jariwala, general
manager of the Hawthorn Suites
by Wyndham in Alameda, Calif.

The Sands in San Luis Obispo
goes a step further: It keeps a bas-
ket of 12 phone chargers in the
breakfast room of the 70-room ho-
tel with a sign that says, “Take
one if you need one.”

The three Loews Corp. hotels
in Orlando, Fla., used to try to sell
their 1,000 unclaimed chargers
they get each year, for $1 each on
the after market, “but that has
dried up with eBay becoming the
cheap place to go for any charger,”
says Kelly Klatt, security director
for the hotels.

The Loews Miami Beach Hotel,
meanwhile, throws out most of
the old chargers but keeps some
on hand, in part to prove its hon-
esty. “Sometimes, there is the
claim of ‘One of your housekeep-
ers stole my charger!’ and then we
show them the supply of un-
claimed chargers and tell them
that maybe they just forgot theirs
somewhere and ‘please feel free to
take a replacement,’” says Scott
Smith, the hotel’s director of secu-
rity, who adds such guests are

then advised: “Do us a favor and
not give it back to us.”

In San Diego, the Tower23 Ho-
tel was able to unload several
hundred chargers in 2007 when
Red Cross officials were looking
for extras during California’s mas-
sive wildfires that year. The 200
more that have turned up since
are used as an informal giveaway
program to guests. “My theory is
that in everyday life, we keep our
cellphones close,” says Stacy Long,
director of sales and catering at

the beachfront hotel. “But when
we are on vacation at the beach,
sipping on a mojito and watching
the sun set, it’s a little easier to
unplug.”

Lost chargers can become art.
Last year, the Fairmont Water-
front in Vancouver used its stash
in Christmas decorating: It used
charger cables to string recycled
paper snowflakes and the bases to
weight coat-hanger-and-paper-roll
angels, says the Fairmont’s Ms.
Holland.

BY JIM CARLTON

Victor Sarmiento sorts through chargers at Main Street Station Casino, Brewery & Hotel in Las Vegas.
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Hotel lost-and-found bins
are overflowing with mobile
chargers from cell phones,
Blackberrys and iPhones.
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Turkey, military agree on command
ISTANBUL—Turkey’s Prime Min-

ister Recep Tayyip Erdogan said
Sunday his government reached an
agreement with the country’s mili-
tary on appointment of its two top
commanders, a move that would
end a potentially destabilizing
standoff between the country’s civil-
ian and military authorities.

Mr. Erdogan didn’t name the
candidates. But he told reporters af-
ter a political rally in the central
Turkish town of Afyon that a decree
appointing a new chief of the gen-
eral staff and land-forces com-
mander for Turkey’s military would
be brought to him and to President
Abdullah Gül for their approval later
Sunday.

“We have largely completed our
agreement,” Mr. Erdogan said, ac-
cording to Anadolu Ajansi, Turkey’s
state news agency.

A deal would end the worrying
impasse, because Mr. Erdogan, who
heads an Islamic-leaning govern-
ment deeply at odds with Turkey’s
secularist officer corps, last week
refused to endorse the military’s
candidate for the land-forces com-
mand after a four-day meeting of
the country’s Supreme Military
Council, or YAS.

According to Turkey’s military
tradition, the 1st Army commander
Gen. Hasan Igsiz was the automatic
candidate to be the next land-forces
commander. The government, how-
ever, objected to his candidacy. Gen.
Igsiz was called during the YAS

meeting to testify in an inquiry into
an alleged plot to discredit Mr. Er-
dogan’s ruling Justice and Develop-
ment Party on the Internet.

The plot is one of several that
have implicated dozens of serving
and retired generals in alleged at-
tempts to topple the government.
Turkey’s military has conducted or
encouraged four coups d’etat since
1960, and the current cases have
split the nation. Critics of the gov-
ernment charge that the cases are
largely fabricated and aim to
weaken powerful institutions that
oppose Ankara. The government has
denied repeatedly those accusations.

Whether or not the cases are jus-
tified, they have severely under-
mined the political strength of Tur-
key’s once all-powerful military. The

rejection of Gen. Igsiz was widely
portrayed by Turkish media as a
victory for the government, demon-
strating the ability of the civilian
executive to impose its will.

At the YAS meeting, the govern-
ment also blocked the promotions of
11 other generals and admirals
awaiting trial for an alleged coup
plot known as Sledgehammer, put-
ting their careers on hold for at
least a year.

As a result of Gen. Igsiz’s rejec-
tion, a decision was delayed on
whether to appoint current land-
forces head Gen. Isik Kosaner to
succeed Gen. Ilker Basbug as the
next chief of the general staff. Gen.
Kosaner traditionally would get the
chief of general staff job and re-
mains the expected candidate.

BY ERKAN ÖZ

Gen. Hasan Igsiz, left, and Prime
Minister Recep Tayyip Erdogan,
center, in Ankara, Sunday.
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Parisians find playground under the streets
PARIS—While many Parisians go

out on the town on Saturday eve-
nings, a small but growing number
go under it.

Beneath Paris lies a network of
some 250 kilometers of tunnels
known as “the catacombs”—an un-
derground labyrinth that serves as
the weekend playground for bands
of urban explorers. One recent Sat-
urday, several dozen “cataphiles,” as
these explorers are known, climbed
down an embankment in south Paris
to a unused railroad track. After a
short walk, they disappear into a
hole in the side of a railway tunnel
to the catacombs, 20 meters below.

“The environment never changes
down here,” says Riff, 44, a cata-
combs veteran of 22 years who
won’t give his full name because he
likes to explore areas off-limits to
the public. “Many people come here,
I think, because it gives them a mi-
lieu in which they can always know
what will happen. It’s constant.”

The catacombs started as under-
ground quarries to extract limestone
for construction in the 12th century,
when the city covered just about
618 acres. But by the late 1700s,
Paris had expanded over the quar-

ries, triggering a series of cata-
strophic land collapses that killed
dozens.

In response, the government
built an array of underground walls
to prop up the land surface. Most
reinforcing walls were constructed
under the street-side of buildings,
meaning that in most areas, the un-
derground passages mirror the Pari-
sian street patterns at the time of
reinforcement. Workers engraved
the names of the streets above
ground on the passages below, says
historian Gilles Thomas.

“It’s like Paris in the 17th cen-
tury,” says Bacchus, a 46-year-old
cataphile. “This is a chance to know
its underground carbon copy.”

Some of the cavities were used
to hold human bones from Paris’
overflowing graveyards. They were
named the catacombs in a nod to
ancient Rome’s underground ceme-
teries.

The underground sections with
the bone remains can be visited via
a museum, which guides visitors
through well-lit passages. But the
nighttime revelers—said to include
people from executives to students
and artists—prefer to explore the
off-limits areas. There, corridors are
about a half-meter wide, sometimes

too low for an adult to stand up, and
sometimes knee-deep with water.
Punctuating the tunnels are caves
and rooms that some cataphiles
have decked out with stone benches
for their purposes—partying or cul-
tural pursuits.

Gilles Cyprès, 35, paints murals
in the catacombs. Recently, he un-
veiled his third such mural, to 20
friends who popped champagne and
munched on crêpes as they stared at
a two-meter-tall, phantasmagoric
dream scene with wide rural vistas
and folkloric creatures.

The painting took over a year to
finish, he says. “There are lots of
complications and technical difficul-
ties. For me it is a challenge and if I
am capable of doing this down here
then I am capable of drawing or
painting anything,” he adds.

The police, who are relatively
tolerant of the cataphiles, don’t
block entrances used to access the
tunnels; in the past this has led to
manhole covers being opened in the
street, endangering the public. But
the police do fine people up to
about €30 ($40) when they catch
them below the surface.

“We have met boys in flip-flops,
girls in heels and miniskirts,” says
commandant brigadier Sylvie Gau-

tron, 39, of the Compagnie Spéciali-
sée d’Intervention, the police unit
charged with monitoring the cata-
combs.

She said its number of rescue
missions has tripled in the past two
years. “They have often a tiny light
that might last three hours. Most
times, we find people lost in com-
plete darkness.”

Maps used to be guarded by cat-
acomb initiates, and were hard to
come by for aspiring cataphiles, but
advances in technology helped the
distribution of blueprints. The first
photocopied maps began to circu-
late in the 1980s. In the past 10
years, the Internet has created an
explosion in casual visitors—or
“tourists,” as the old-school cat-
aphiles call them.

“It’s been a month that I’ve been
coming here,” says Vincent Delate,
14, who downloaded a map from a
catacombs website and found his
way to the “Castle Room” with a
friend. “I know it already by heart,”
he said, sitting in the candlelight.

The catacombs feature reminders
of historic events that unfolded
above ground. The secular republi-
can fervor of the French Revolution
led, in 1793, to the banning from all
public signs of the fleur de lis, the

symbol of the toppled French mon-
archy. But it can still be seen on
some signs in the catacombs,
though scratched out by hand.

The ambitious urban planning
projects of Baron Haussmann in the
late 19th century saw many small
streets swallowed up by expansive
grand boulevards. Not so in the cat-
acombs, where passages that have
long disappeared above, like Im-
passe de Longue Avoine, still exist
below.

Another catacomb subculture is
cartography. The City of Paris has
developed its own official map for
use by police and other government
agencies, but cataphiles have pro-
duced their own versions, usually
out of pure necessity.

“Nexus,” a cataphile who goes by
a pseudonym, is the most prominent
catacombs cartographer. He has
produced dozens of highly detailed
maps—an exercise that blends the
official naming of places by the
state with the vernacular terms de-
veloped by generations of cat-
aphiles.

“It’s not just about showing the
way,” he says of his mapmaking.
“It’s also about putting together the
bits and pieces of [catacombs] his-
tory.”

BY DON DUNCAN

Police officers look at a painted wall in the ‘Galerie des promos,’ part of Paris’s catacombs, left, which also include the better-known columns made up of human skulls and bones.

Agence France-Presse/Getty Images (2)

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

SPORT

Brazil plays the U.S. at the
New Meadowlands Stadium
Wednesday, offering a first
chance to see the South
American football team under
new manager Mano Menezes.

Much was made of Brazil’s
relative lack of flair under
former coach Dunga, who was
shown the door after his side’s
quarter-final defeat to the
Netherlands in South Africa, but
his successor is reported to
work in the same mold. The
former Corinthians manager
has already made his mark,
though, calling up a number of
young players including Diego
Tardelli and Benfica’s David
Luiz. Interestingly, Mr. Menezes
has taken only four players that
were part of the South Africa
2010 squad to the States;
Ronaldinho was again omitted.

The U.S. gave a good
account of itself at the World
Cup and was unfortunate to
lose to Ghana in the second
round, but Bob Bradley’s side is
no match for the South
Americans, despite the visitor’s
changes. Back Brazil to enter a
new era with a victory, at 4/5
with Victor Chandler.

Cesare Prandelli has been
given the task of rebuilding
Italy’s national team after a
shocking World Cup
performance. He encourages an
attacking style of football and
will be keen to introduce
younger talent into an ageing
squad. The Azzurri take on
Ivory Coast on Tuesday.

The sides have met once
before when the match ended
all square. Les Elephants will
miss the injured Didier Drogba,
so, with that in mind, the 13/10
for an Italian win with Victor
Chandler looks the best option.

Tip of the day

112

Source: Press Association
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France targets Ryder Cup win
A bid to host the 2018 tournament could begin a golf boom in the country, hope organizers

The best golfers in Europe have
a week to play themselves onto the
Ryder Cup team. Ahead of them is
one of the biggest events of the sea-
son: the U.S. PGA at Whistling
Straits in Wisconsin, the final prep-
arations for which start on Monday.
Then, on Aug. 15, Colin Montgome-
rie, the European captain, will an-
nounce the 12 players who will make
up the team to play the U.S. at the
Celtic Manor course in Wales begin-
ning Oct. 1. He and his opposite
number, the American captain Corey
Pavin, have two captain’s picks to
add to the 10 automatic places. “I
unfortunately am going to have to
leave out some very, very good play-
ers, some winners this year in
America and/or Europe,” said Mr.
Montgomerie.

But while the Scot prepares to
make his decision, a different type
of selection process is taking place,
one that pitches five European
countries together, each seeking the
right to play host to the event in
eight years’ time. Europe and the
U.S. take turns in hosting the bien-
nial event, which will return to Eu-
rope in 2014, at Gleneagles in Scot-
land, at which point a new bidding
process instigated by the European
Tour will allocate the 2018 event.

Bids from France, Germany, the
Netherlands, Spain and Portugal
have been submitted, while a bid
from Sweden was withdrawn ba-
cause of a lack of government sup-
port and finance. The final decision
will be made in April next year.

“Golf is not a major sport in
France,” says Christophe Muniesa,
Executive Director of French golf’s
governing body FFG, but he hopes
the Ryder Cup will energize partici-
pation in a way similar to that expe-
rienced in rugby union following the
country’s hosting of the 2007 IRB

Rugby World Cup. Mr. Muniesa
claims a 40% increase in participa-
tion in rugby the following year. By
comparison, he says there are
410,000 registered golfers in France,
a figure he wants to increase to
700,000 by 2020.

An agreement to levy a charge of
€3 ($3.99) a year on every regis-
tered golfer in France is aimed at
raising the necessary funds.

The marketing budget for the
French bid is €700,000 says Mr. Mu-
niesa, a figure he calls “the price of
transparency.” “We are very com-
fortable with the new bidding pro-
cess because before there was no
process and so we didn’t get the
chance to bid,” he said.

In addition, the government of
each country is expected to support
the bid and help provide a fund for
infrastructure and event costs. The
total bill is expected to be in the re-
gion of €18 million.

The greatest threat may come
from the German bid, which is led
by former Ryder Cup captain Bern-
hard Langer and backed by private
money, most notably that of car-
maker Audi, which has committed to
pay for a new course to be built.
The possible conflict of interest fac-
ing the European Tour, which is
heavily supported by BMW, and the
possibility of its prized asset going
to an Audi-branded course is one of
the many intriguing side issues to
this bidding process.

For France’s hopes of a golf
boom to become reality they must
demonstrate that they have learned
from the experience of their neigh-
bors across the Channel. To this
end, they are promising 100 city-
based golf developments, driving
ranges and pitch and putt courses,
aimed at broadening the game’s ap-
peal beyond its traditional white,
male, middle-class constituency.

It is 25 years since Sam Torrance

holed out on the 18th green at The
Belfry in Sutton Coldfield, England,
to ensure the first ever European
Ryder Cup victory and the first win
for a team including Great Britain
and Ireland since 1957. That mo-
ment, along with a decade of major
championship success by European
players, was the catalyst for a golf-
ing boom in the UK and Ireland.

However, two leading figures in
the golf business have told The Wall
Street Journal that they question
the Ryder Cup’s long-term legacy.
The event itself has grown in stat-
ure and ambition, and the profes-
sional game has prospered. But be-
low this level one statistic that
remains stubbornly flat is participa-
tion. It is also difficult to find evi-
dence that golf is a more inclusive
sport than it was in 1985.

One reason for this, says Andreas
Sartori, head of KPMG’s Golf Advi-
sory Practice, lies in some strategic
mistakes made by golf course devel-
opers in the decade after Mr. Tor-
rance’s putt at The Belfry.

“The particular challenges being
faced in the UK and Ireland today
are down to the strategic choices
that clubs took in the past 15 years:
not opening up enough to families,
being very exclusive, not opening up
to women,” he said.

There is now an over supply of
the “wrong” type of golf courses,
says Mr. Sartori. These can be de-
fined as having high fixed costs in
the form of large, ostentatious club-
houses, which demand correspond-
ingly high membership and green
fees in order to pay back the debt
accrued in building them.

Two-time major championship
winner Greg Norman agrees. “There
was a three- to five-year time pe-
riod in the 1980s when everyone
thought they were doing the bullet-
proof right thing in terms of build-
ing courses,” Mr. Norman told The

Wall Street Journal. “But what was
done was absolutely the wrong
thing. As a strategy it was riddled
with holes. The implementation and
execution was very wrong and the
money went into the wrong type of
course. I blame the architects as
well. They went out and built monu-
ments to themselves with develop-
ers’ unlimited budgets.”

There are signs that the lesson is
being learned, says Mr. Sartori,
pointing toward the membership
structures of some clubs in main-
land Europe, which he says, reflect
a more enlightened golfing culture.
“It is amazing how different they
are, with women members up to
35%, which is far, far higher than
you will find in the UK and Ireland
(normally less than 10%),” he said.
“This is important because if you in-
clude wives you are more likely to
bring the children to the club, which
is obviously important to grow the
game of golf.”

It is the Swedish model that oth-
ers should follow says Mr. Sartori,
ironic as they have decided against
mounting their own bid for the
Ryder Cup. “What the Swedish golf
authorities got right was they made
golf affordable,” he said. “The facil-
ities were not overblown or overly
elaborate, they didn’t build huge
clubhouses, which are very expen-
sive to maintain. It was farmland
that was redeveloped at a reason-
able cost. This helped them bring
down the cost of playing in terms of
green fees and memberships. It also
helped to break the perception of
golf being a very exclusive sport.”

It is against this backdrop that
France continues its Ryder Cup chal-
lenge, with broadening golf’s appeal
at the core of its bid. A quarter of a
century on from ‘that putt’ at The
Belfry, it’s time the event’s legacy is
measured in something other than
euros and cents.

BY RICHARD GILLIS

Europe’s Ryder Cup captain Colin Montgomerie tees off during an exhibition match at Celtic Manor ahead of this year’s competition which begins Oct. 1.
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Ex-Treasury chiefs wary
of new push for stimulus

Deficit-reduction measures and
an overhaul of the tax code—not
more federal stimulus—offer the
best solutions for bolstering a still-
struggling U.S. economy and bring-
ing down the high unemployment
rate, two onetime Treasury secretar-
ies said Sunday.

Former Clinton Treasury head
Robert Rubin, appearing on CNN’s
“Fareed Zakaria GPS,” said a second
major stimulus package, such as
that passed by Congress last year,
could be counterproductive, further
undermining confidence in an eco-
nomic recovery he described as
“slow and bumpy.” Instead, Mr. Ru-
bin said, policy makers should begin
crafting a deficit-reduction plan that
would go into effect by the end of
President Barack Obama’s first term.

“If you could do it and it was
credible and people believed it and
it was real, I think that could do a
lot for confidence,” Mr. Rubin said.

Paul O’Neill, who led the Trea-
sury under former President George
W. Bush, said he supported allowing
the Bush-era tax cuts to expire. The
issue has become a political football
for Democrats and Republicans
ahead of November’s mid-term elec-
tions. Mr. O’Neill said that instead
of focusing on which tax breaks
should be allowed to expire, the
White House should push for more,

wholesale changes to the tax sys-
tem.

“I think that would give reassur-
ance to the markets that we’re com-
ing back and we’re creating the basis
for capital formation and...savings as
opposed to consuming everything in
sight,” Mr. O’Neill told CNN.

Mr. Rubin said he would main-
tain the lower tax rates for middle-
class Americans to avoid further
economic uncertainty.

“I think that given that vulnera-
bility and the high unemployment
rate...I wouldn’t want to have that
contractive effect right now,” he
said.

The Obama administration has
said it would extend expiring tax
cuts for middle- and lower-income
Americans, while allowing cuts for
the wealthiest individuals to expire
at the end of the year. Treasury Sec-
retary Timothy Geithner, mean-
while, has pledged to undertake a
broader revision of the nation’s tax
code beginning next year.

On the deficit, administration of-
ficials have acknowledged the need
to address the country’s long-term
fiscal situation, but are wary of
moving too quickly and choking off
potential growth.

White House officials on Friday
pushed for additional stimulus ef-
forts. They hope to push a number
of jobs-related bills through Con-
gress once lawmakers return from
their August recess, though the out-
look for those measures is uncer-
tain. While lawmakers are eager to
focus on jobs ahead of the Novem-
ber elections, there is little political
will to increase government spend-
ing.

Economic data issued last week

suggests that the nascent economic
recovery is faltering. Friday’s jobs
report showed that 14.6 million
Americans are still looking for em-
ployment, with the unemployment
rate remaining at 9.5% only because
workers are exiting the labor force.
Private sector firms have added
90,000 jobs a month on average so
far this year, well below the 125,000
needed monthly to keep up with
population growth.

Michigan Gov. Jennifer Gran-
holm, a Democrat, said federal stim-
ulus efforts have been critical to
helping prop up her struggling
state. She lauded the Senate’s ap-
proval last week of a $26 billion
state-aid package to pay for teacher
salaries and an extension of the fed-
eral matching rate for Medicaid
funding. The House of Representa-
tives is scheduled to return to
Washington this week to vote on the
measure. The package is expected to
pass, going then to Mr. Obama for
his signature.

“This is not for bureaucracy. This
is for people—real people who need
real help out here,” Ms Granholm
said on CNN’s “State of the Union”
on Sunday.

Virginia Republican Gov. Bob Mc-
Donnell chided the Senate for ap-
proving the aid package, insisting
that federal spending to prop up
state budgets “has to end soon” be-
cause the nation’s debt has become
too large. While acknowledging that
the stimulus package “has helped
us” in Virginia, he said policy mak-
ers needed to cut the “unsustainable
level of spending.”

“We cannot continue to be a
debtor nation,” he said.

Ms. Granholm said nearly every
governor in the country has written
to Washington in support of the
state-aid package, and that lawmak-
ers have offset the cost of the bill so
it wouldn’t add to the debt. She
warned that cutting services in the
midst of an economic downturn
could have negative consequences.

“People need more help at a time
when the economy is contracting,
and therefore there is a demand for
greater services rather than fewer,”
she said.

BY MICHAEL R. CRITTENDEN
AND JANET ADAMY

Paul O’Neill, left, treasury secretary under President Bush, and Robert Rubin, who held that job under President Clinton.
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Administration officials have
acknowledged the need to
address the long-term fiscal
situation, but don’t want to
move too quickly and choke
off potential growth.

July’s dismal U.S. jobs report
poses a dangerous dilemma for
the country’s officials.

The government has exhausted
traditional measures to get the
economy growing more briskly,
having cut interest rates to near
zero and committed to more than
$800 billion in fiscal stimulus.

With conventional tools off the
table, it might take an untested
gamble from policy makers to
recharge the economy if an
anemic recovery slows even
further.

Most ideas have drawbacks.
Infrastructure spending, for
instance, has appeal in the Obama
administration, because many of
the nation’s roads, bridges and
tunnels need updating and
because so many construction
workers are dormant. But new
spending would spark an outcry in
the face of trillion-dollar budget
deficits and no plan in place to
reduce them. Republicans prefer
tax cuts—permanent ones—but
they also face deficit constraints.

Laura Tyson, a professor at
University of California, Berkeley’s
Haas School of Business who
served as President Bill Clinton’s
chief economic adviser, favors a
big, long-term investment
program funded through Build
America bonds, federally
subsidized taxable municipal
bonds, and a national
infrastructure bank, something
President Barack Obama has
proposed. The government would
put in capital and the bank would
raise its own debt to fund
projects, sometimes partnering
with private businesses. The
catch: This also adds to
government debt, only indirectly.

Robert Reich, who served as
Mr. Clinton’s labor secretary,
proposes a payroll-tax holiday on
the first $20,000 of workers’
income, funded by a new social-
security tax on workers’ annual
income of more than $250,000.
Economic theory says low-income
people are more likely to spend a
dollar of added income than high-
income people, so getting money
in their hands gooses output.

“It could be done right away,
immediately putting more money
in the hands of consumers likely
to spend it, and lowering the cost
to businesses of new hires,” Mr.
Reich says. The catch: Because
low-income people have so much
debt, the theory might not apply.

Martin Feldstein, a Harvard
professor who was President
Ronald Reagan’s chief economic
adviser, wants to help small banks
by making it easier for them to
sell poorly performing loans to
the U.S. Treasury’s Public Private
Investment Partnership by giving
them extra time to write off the
losses they would incur from
these sales.

Because the deficit is an
impediment to any proposal for
the government to spend more or
reduce taxes, Frederic Mishkin, a
Columbia University professor and
former U.S. Federal Reserve
governor, says the real untested
gamble would be taking concrete

steps to address future deficits
right now. If the Obama
administration and Congress first
come up with a credible plan to
reduce the deficit over the long
run, they will have more freedom
to run deficits in the short run if
needed.

“You want to set up a situation
where there is flexibility,” Mr.
Mishkin says. “There really is a
need for the Congress to get
serious about long-run fiscal
sustainability.”

Addressing long-run budget
deficits now, Mr. Mishkin adds,
would give the Fed flexibility. The
Fed could purchase more bonds to
drive down long-term interest
rates if the economy slumps back
toward recession. It has already
purchased $1.7 trillion worth of
mortgage and government debt.
One problem is the Fed is
reluctant to buy government debt
for fear of being accused of
facilitating large government
deficits, which could spark an
inflation scare.

Mr. Mishkin notes that if
Mr. Obama crafts a credible long-
run deficit-reduction plan, the Fed
would be less constrained by this
worry and could buy government
debt more freely. The hurdle is
political: It requires Mr. Obama
and lawmakers to sell hard
choices to a skeptical public about
controlling the long-run growth of
Social Security and Medicare.

The Fed could take more
radical steps if the economy
enters a tailspin. When Japan fell
into deflation in the 1990s, Mr.
Bernanke, then a Princeton
professor, urged the Bank of
Japan to set an objective of 3% to
4% inflation. The reason: With
interest rates pinned at zero,
rising inflation would mean that
the real cost of borrowing, which
is nominal interest rates minus
inflation, would be falling. In
theory that would spur demand.

As Fed chairman, Mr. Bernanke
has rejected that idea, in part
because the U.S. doesn’t have
deflation now. But if deflation
does set in, calls for inflation
above the Fed’s informal goal of
1.5% to 2% could become louder.

Other ideas are floating
around. Bond markets have been
buzzing lately about a Morgan
Stanley proposal to loosen the
mortgage-underwriting standards
of government-owned Fannie Mae
and Freddie Mac to encourage
more refinancing and reduce
monthly mortgage payments of
homeowners. Morgan Stanley
economist David Greenlaw says
that could put $46 billion in the
pockets of consumers.

The catch: The government
already has refinancing programs,
such as the Home Affordable
Refinance Program, which is open
to borrowers with Fannie- and
Freddie-backed loans. Moreover,
bond investors and many bankers
hate the idea because a
refinancing boom would impose
losses on them by reducing the
value of their mortgage debt
investments.

Bottom line: There are no sure
things when it comes to solving
this economic problem. Which
raises what may be the biggest
gamble of all: Do nothing, and
hope the economy heals itself.

[ The Outlook ]

BY JON HILSENRATH

Untested tools may give
boost to U.S. economy
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C-SUITE: TECHNOLOGY

Apple adds touches to its Mac desktops
Last fall, I watched in awe as

my friend’s 1-year-old picked up
an iPhone, swiped the screen with
her pudgy pointer finger and
scrolled through a list of emails. I
had a similar reaction last month
when my computer-challenged

aunt discovered
the joy of two-fin-
ger scrolling on a
MacBook Pro’s
large, multi-touch

trackpad. “Now this,” she said
without a trace of the frustrated
tone she usual reserves for dis-
cussing technology, “is very cool.”

Just what is it that makes ges-
ture technology so very cool? For
one thing, it’s more satisfying and
intimate to use your own fingers
to control something on a screen
rather than punching buttons or
maneuvering a mouse to do so.
And touch gestures are easy to re-
member because, more often than
not, they work using intuitive
movements you already know, like
flicking a finger across a screen to
page through an electronic book.

It’s hard to find a consumer-
technology company that doesn’t
use touch gestures in at least one
of its products. Some Microsoft
Windows PCs have touch screens,
and certain Windows laptops have
emulated at least some of the
Mac’s multi-touch trackpad fea-
tures. But Apple Inc., in particu-
lar, has made a concerted effort to
spread multi-touch gestures
across all of its product categories
from the iPod touch to the iPhone
to the iPad to MacBook laptops
with oversized touchpads that ac-
cept various gestures for control-
ling things on the screen.

Now, the Mac desktop can have
a touch of fun, too. Apple’s latest
gadget, the Magic Trackpad (avail-

by users who are anxious to get
going with their new gadget.

The Magic Trackpad weighs
about 5 ounces and measures a bit
more than 5 inches by 5 inches.
It’s slightly tilted, propped up on
one end by a thin tube that holds
two included AA batteries. If you
happen to also own the Apple
Wireless Keyboard, the Trackpad
design is in line with that of the
Magic Trackpad so when the two
devices sit beside each other, it’s
easy to move from the keyboard
to the Trackpad and back.

A button on one end of the
Trackpad’s battery tube turns the
device on, and a blinking light in-
dicates it’s ready to pair via Blue-
tooth with your Mac desktop, as-
suming you’ve downloaded the
two necessary software updates.

If you don’t pair the device
within three minutes, the Magic
Trackpad turns off to conserve
battery. An Apple representative
estimates that the Magic Track-
pad’s batteries will last about four

and a half months with alkaline
batteries.

My Magic Trackpad easily
paired with my iMacs over a Blue-
tooth connection. After installing,
a screen displayed settings and
animated tutorials on how to use
the touchpad. Settings included
options like telling the Trackpad
to enable right-clicking with a
two-finger tap on the touchpad or
just by touching its bottom right
corner. All other gestures, which
will be familiar to MacBook own-
ers but not everyone else, are
demonstrated in helpful animated
videos.

If you can afford it, or if touch
gestures simply make you a more
productive computer user, the
Magic Trackpad is a real asset. It
can co-exist with a mouse or to-
tally replace it, if you want. After
just minutes of use, I stopped us-
ing my mouse altogether.

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

BY KATHERINE BOEHRET

for small work surfaces where a
mouse can’t move around much. I
was also glad to finally bring the
same touch gestures that I use on
my MacBook Pro laptop to these
desktops. For instance, I placed
four fingers down on the Track-
pad and pushed up to hide all
opened programs and reveal my
computer desktop. Then, by swip-
ing four fingers down, I showed
all opened windows, a feature Ap-
ple calls Exposé. When photos are
opened, moving two fingers apart
or together will zoom in or out on
an image. Turning two fingers
clockwise or counterclockwise on
the Trackpad rotates the image.

But £59 (or €69) is a lot to
spend for the added pleasure of
touch gestures, especially consid-
ering that the mouse already does
some of these things and key-
board shortcuts do others.

Installing the Magic Trackpad
is a pain, as far as Apple stan-
dards go. First, users must be sure
they’ve upgraded to the latest ver-
sion of the Snow Leopard operat-
ing system—the most recent ver-
sion is 10.6.4. Second, people must
also go to http://support.ap-
ple.com/downloads to download a
driver update for the Trackpad, a
step that can be easily overlooked

able for £59 or €69), is essentially
a freestanding touchpad that
brings multi-touch features to
desktop Macs, which lack touch
screens. Its entire surface also
functions as a button for selecting
and it measures about the size of
a mousepad. The Trackpad con-
nects wirelessly via Bluetooth to
any Apple desktop PC running
Snow Leopard, the latest iteration
of the company’s operating sys-
tem. It works in addition to, or in-
stead of a mouse.

I’ve been using the Magic
Trackpad on two different iMacs,
one that’s about five years old and
another that’s less than a year old.
In both cases, I found its glass
surface to be cool and smooth,
and it worked well as a solution

The Magic Trackpad is essentially a freestanding touchpad that
brings multi-touch features to desktop Macs, which lack touch
screens. It works in addition to, or instead of a mouse.
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Newest cellphone ads crave device’s entire screen
Marketers are turning to more

immersive—and possibly intru-
sive—mobile ads, in a gambit to
make more money from advertis-
ers who have been skittish about
using cellphones.

For years, marketers have
talked up the potential to mint
money in mobile advertising. They
tried their hand at small banner
ads, usually at the top or bottom
of a cellphone screen, but adver-
tisers balked at shelling out
money for the hard-to-notice
spots.

Increasingly, marketers are
turning to so-called rich-media
ads, which can expand into the
whole cellphone screen, feature
videos and include games. The
aim: hold on to customers’ atten-
tion—and charge advertisers more
money for the spots.

The niche is showing signs of
jump-starting the money spent on
mobile advertising, which has
been sluggish until this year. Sili-
con Valley giants Google Inc. and
Apple Inc. have jumped into the
fray, buying up mobile-ad net-
works AdMob and Quattro Wire-
less earlier this year. In June, Ap-
ple announced its own ad network
for iPhones and iPads called iAd,
which the company says will focus
on rich-media spots.

When HBO’s hit show “True
Blood” returned for its third sea-
son in June, the Time Warner
Inc. cable channel tapped mobile-
ad agency Medialets. When users
opened up the apps for Variety
magazine and Flixster on their
iPhones, bloody fingerprints
started appearing as they tapped
around. Blood oozed from the
top, eventually covering the
screen with an ad for the show

and a link to watch the
trailer for the upcoming
season.

“The mobile-advertis-
ing market is splitting
into this premium play
and this mass play,” says
Kanishka Agarwal, senior
vice president of mobile
media at Nielsen. With
premium ads, customers
“recall the brand better,”
he adds.

Eric Litman, chief ex-
ecutive of Medialets, says
advertisers are paying
more for that extra atten-
tion. A thousand impres-
sions, or appearances, of
a banner ad can cost $8
to $15. A thousand impressions of
a rich-media ad start at $15 and
can go as high as $50.

Earlier this year, mobile-ad
network Millennial Media

started building ads for Viacom
Inc.’s Paramount Pictures that
wrapped in trailers for movies
like the animated film “How To
Train Your Dragon” and Steve

Carell’s “Dinner for
Schmucks.” Users could
tap on a banner to expand
the ad into a full-screen
video previewing the mov-
ies.

“What we like to do are
ads that go just beyond ban-
ners at the top or bottom of
the screen,” says Mike
Rosenberg, the studio’s di-
rector of national advertis-
ing.

Meanwhile, advertisers
are already looking beyond

the cellphone. They now have
their sights set on tablet comput-
ers like the iPad, whose larger
screens can feature bigger ads at
higher prices.

BY NIRAJ SHETH

The Magic Trackpad is propped up on one end by a thin tube that holds two
AA batteries, and connects wirelessly via Bluetooth to the Mac desktop.
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Mobile ads for HBO’s “True
Blood” included fingerprints
and drips on the screen, and a
link to the trailer.
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Study: Girls entering puberty earlier
New research adds further evi-

dence that girls are entering pu-
berty at younger and younger ages,
with implications for their physical
and mental health.

By 8-years-old, more than 1 in 10
girls have already begun developing
breasts, which marks the technical
start of puberty for girls, according
to a new study published Monday in
the journal Pediatrics.

The findings varied by race.
Among 7-year-old girls, about 10%
of whites, 15% of Hispanics and 23%
of blacks have some breast tissue.
Among 8-year-olds, those numbers
grew to 18% of whites, almost a
third of Hispanics and half of blacks.

The researchers, from the Uni-
versity of Cincinnati College of Med-
icine, Mount Sinai School of Medi-

cine in New York and Kaiser
Permanente in San Francisco, were
surprised by how early the onset of
puberty was in the study, which
looked at 1,239 girls.

The findings track a trend identi-
fied by a number of studies, includ-
ing a Danish study published last
fall that found the average age of
breast development fell by about a
year compared with girls born 15
years earlier.

Research conducted in past de-
cades had put the average beginning
of puberty at between 10 and 11
years of age.

“We need to understand better
all the factors that are contributing
to earlier maturation,” said Frank
Biro, director of adolescent medi-
cine at the Cincinnati Children’s
Hospital Medical Center and first
author on the study, which was

funded by several federal grants.
Doctors have been concerned be-

cause early onset of puberty is asso-
ciated with physical consequences,
such as an increased risk of breast
cancer, and psychological ones, such
as lower self-esteem and poorer
body image, due in part to increased
attention and teasing from peers.

Studies looking at breast cancer,
such as a large study of more than
100,000 women published in the
American Journal of Epidemiology
in 1998, have shown associations be-
tween fewer menstrual cycles and a
reduced risk of breast cancer, pre-
sumably because of decreased expo-
sure to the hormone estrogen.

One of the main contributors to
early puberty is thought to be in-
creasing body weight and obesity
rates.

Fat cells produce hormones, and

once a critical mass of fat tissue is
reached, the hormone leptin is re-
leased to trigger puberty, according
to JoAnn Manson, an endocrinolo-
gist and chief of preventive medica-
tion at Harvard-affiliated Brigham
and Women’s Hospital in Boston,
who wasn’t involved in the study.

A separate study published in
Monday’s Pediatrics found that
higher weight gain during infancy
was one factor related to early start
of puberty.

Environmental factors may also
play a role and need to be further
researched, say some experts. Dr.
Biro’s study will continue following
the girls to look at development
over time to try to figure out what
effect chemicals may have on the
body’s endocrine system.

Susan Nunez, chairwoman of the
pediatric endocrinology committee

of the American Association of Clin-
ical Endocrinologists, noted the
study’s small numbers, which she
said made it difficult to draw con-
clusions about the actual age of on-
set of breast development. The un-
equal representation of different
ethnic groups, such as Asians, could
affect the results, she added.

But other medical experts said
that regardless of the exact percent-
ages, there is a general consensus
within the medical community that
the age of pubertal onset is decreas-
ing.

“There should be some sort of
rethinking about chronological age
versus pubertal age with public-
health issues” such as when children
are taught about their bodies or sex,
said Elizabeth Susman, a professor
of biobehavioral health at Pennsyl-
vania State University.

BY SHIRLEY S. WANG

Kagan, Roberts: similar paths, poles apart
The careers of Elena Kagan and

John Roberts are about to intersect
on the U.S. Supreme Court, where
the two headstrong jurists—one
groomed by the Democratic legal es-
tablishment, the other by the Re-
publican—could wrestle over com-
peting visions of American law for
decades to come.

Ms. Kagan, 50 years old, has
spent a lifetime immersed in the po-
litical and academic circles where
ideological battles are fought. She
was a law clerk to the liberal judges
Abner Mikva and Thurgood Mar-
shall, a professor at the University
of Chicago and Harvard law schools,
a Clinton White House aide and
President Barack Obama’s solicitor
general.

It is a resume often mirroring
that of Chief Justice Roberts, who
passed similar milestones on the
right, including clerkships for con-
servative judges Henry Friendly and
William Rehnquist, a job in the Rea-
gan White House and then as dep-
uty solicitor general under President
George H.W. Bush.

Each was tapped at age 50 to
succeed the unofficial leader of an
ideological wing of the court—Mr.
Roberts to follow conservative Chief
Justice Rehnquist, who died in 2005
at 80, and Ms. Kagan to succeed lib-
eral Justice John Paul Stevens, 90,
who retired in June.

The paths of the two diverge in
significant ways as well, starting
with the chief justice’s upbringing in
Indiana and Ms. Kagan’s on Manhat-
tan’s Upper West Side. After each
failed in a first shot for the federal
bench because of partisan battles in
Congress, they found different con-
solation prizes. Mr. Roberts earned
millions as a corporate litigator,
while Ms. Kagan became dean of
their alma mater, Harvard Law
School.

Ms. Kagan’s career in academia,
where she rarely saw the inside of a
courtroom, may account for some of
the sparks that have flown between
the two. When Ms. Kagan has made
arguments as solicitor general be-
fore Chief Justice Roberts’s court,
he has sometimes been dismissive,
while she has seemed ready to lec-
ture him like an obdurate student.

In a case over animal-cruelty vid-
eos, the chief justice called Ms. Ka-
gan’s claim that Congress had broad
power to suppress socially harmful

speech “startling and dangerous.” In
January’s Citizens United campaign-
finance case, where the court’s con-
servative majority struck down lim-
its on corporate and union political
spending, he described her argu-
ment as so weak it handed free
points to the other side.

Now the two, as the court’s
youngest members, are poised to
take ever more commanding roles in
the years ahead. “Five years ago,
very few people outside of fancy le-
gal circles had ever heard of John
Roberts and Elena Kagan,” said
Washington litigator Tom Goldstein,
publisher of Scotusblog.com, a web-
site that tracks the court. “And now
they will be the principal and often
competing voices about the law and
the Constitution.”

Wednesday’s ruling by a federal
judge in San Francisco voiding Cali-
fornia’s ban on gay marriage gives a
hint of the battles ahead. Ms. Ka-
gan’s outspoken opposition to the
military’s ban on homosexuals sug-
gests she may be receptive to the
argument that the Constitution’s
Equal Protection Clause requires
recognition of same-sex marriages.
Chief Justice Roberts, in contrast,
has already voiced unhappiness with
the way the judge ran aspects of the
same-sex marriage trial.

In their encounters so far, some
have seen an echo of the mutual dis-

taste apparent between the chief
justice and Mr. Obama, which has
stretched from the flubbed oath of
office administered on inauguration
day to the president’s broadsides
against court decisions benefiting
big business.

White House officials say Mr.
Obama selected Ms. Kagan in part
because of the palpable confidence,
intellectual clarity and engaging
style he believes she would bring to
the bench. They acknowledge that
Chief Justice Roberts shares such
leadership traits, but say the presi-
dent wasn’t explicitly seeking his
opposite number.

Other Democrats say that’s ex-
actly what they want. “She’s smart,
she’s experienced as a manager, a
consensus builder, as someone
who’s been on the front line,” Min-
nesota Sen. Amy Klobuchar said af-
ter the Senate Judiciary Committee
approved the Kagan nomination
July 20. “She will be an intellectual
counterweight to [Chief] Justice
Roberts.”

Even their personalities overlap,
say people who know Ms. Kagan and
Chief Justice Roberts. “Both Elena
and Roberts had this sharp ambition
to be where they are, but they han-
dled it with reasonable aplomb,”
said Judge Mikva, now retired.

Both Chief Justice Roberts and
Ms. Kagan managed to retain influ-

ential mentors and admiring col-
leagues even as they climbed above
them. Much as Mr. Roberts culti-
vated liberal friends in Washington
who vouched for him when his nom-
ination was pending, Ms. Kagan
courted conservatives, including
several she recruited to the Harvard
faculty, who endorsed her for the
high court.

Their experiences in the execu-
tive branch could lead Chief Justice
Roberts and Ms. Kagan to common
ground on preserving executive
power against challenges such as
the recent effort to overturn the
Obama administration’s temporary
ban on some offshore oil drilling.

In other areas, the two are likely
to be at odds. With conservatives
ascendant, Ms. Kagan will have few
openings to advance progressive
goals, in the near future at least,
and she is likely to play defense on
abortion and affirmative action.
Conservatives hope the court will
bury racial preferences and uphold
more restrictions on abortion rights.

On Republican-led challenges to
the health overhaul Mr. Obama
signed in March, Ms. Kagan shares
the dominant legal view that Con-
gress possesses broad power to reg-
ulate commerce. Chief Justice Rob-
erts cut his teeth in a Reagan
administration skeptical of New
Deal-era precedents that underlie

such theories.
“I think she’d be unabashed

about going toe-to-toe with Rob-
erts—including in cases where other
justices maybe wouldn’t or
couldn’t,” said Harry Litman, a for-
mer U.S. attorney who has worked
with both Ms. Kagan and Mr. Rob-
erts.

The court has tilted sharply to
the right since 2006, when conser-
vative Justice Samuel Alito suc-
ceeded Justice Sandra Day O’Connor
and altered the balance of power.

Unlike Justice O’Connor, who of-
ten sought a middle path on issues
like abortion rights and affirmative
action, Justice Alito has formed a
conservative bloc with the chief jus-
tice and Justices Antonin Scalia and
Clarence Thomas. They regularly fa-
vor police and prosecutors over
criminal defendants; side with busi-
ness against workers, consumers
and the environment; and push back
against government efforts intended
to promote school integration or
protect minority voting rights.

Alabama Sen. Jeff Sessions, the
Senate Judiciary Committee’s top
Republican and an opponent of the
Kagan nomination, said: “In the long
run, you know, it’s, Can you hit the
fastball or not? The reasoning and
power of her decisions—will they
impress and win over other people
or not?”

BY JESS BRAVIN
Parallel livesParallel livesParallel livesParallel lives
Both John Roberts and Elena Kagan passed key milestones in the legal establishment, one on the conservative side and the other on the liberal side.Both John Roberts and Elena Kagan passed key milestones in the legal establishment, one on the conservative side and the other on the liberal side.Both John Roberts and Elena Kagan passed key milestones in the legal establishment, one on the conservative side and the other on the liberal side.Both John Roberts and Elena Kagan passed key milestones in the legal establishment, one on the conservative side and the other on the liberal side.

RobertsPrinceton College Harvard
Harvard Law School Harvard

Judge Abner Mikva Appellate clerk Judge Henry Friendly

Justice Thurgood Marshall Supreme Court clerk Justice William Rehnquist

Clinton administration,
1995–99

Executive branch Reagan administration,
1981–86

Solicitor general,
2009–present

Solicitor general’s office Principal deputy,
1989–93

Nominated in 1999
but not confirmed

Appellate judge Nominated in 1992 but not
confirmed (later became

judge in 2003)
‘Whether a given category
of speech enjoys First
Amendment protection
depends upon a categorical
balancing of the value of
the speech against its
societal costs.’

— June 2009 brief by Kagan
defending the ban

Kagan and Roberts
dueled over free speech

in a case
testing whether

a ban on videos depicting
animal cruelty was
constitutional.

‘[T]hat sentence is
startling and dangerous.
The First Amendment’s

guarantee of free speech
does not extend only

to categories of speech
that survive an ad hoc

balancing of relative social
costs and benefits.’

— April 2010 Roberts opinion in
8–1 ruling striking down the ban

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

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

Corn (cents/bu.) CBOT 420.00 2.00 0.48% 705.00 343.25
Soybeans (cents/bu.) CBOT 1033.50 4.50 0.44 1,555.00 809.75
Wheat (cents/bu.) CBOT 755.25 -60.00 -7.36% 1,038.25 472.75
Live cattle (cents/lb.) CME 95.500 -0.775 -0.80 97.000 86.700
Cocoa ($/ton) ICE-US 3,035 -103 -3.28 3,497 2,280
Coffee (cents/lb.) ICE-US 167.40 -2.45 -1.44 181.50 121.75
Sugar (cents/lb.) ICE-US 18.24 -0.05 -0.27 22.78 11.79
Cotton (cents/lb.) ICE-US 80.23 0.17 0.21 100.50 53.87
Crude palm oil (ringgit/ton) MDEX 2,661.00 42 1.60 2,695 2,250
Cocoa (pounds/ton) LIFFE 2,193 -99 -4.32 2,470 1,579
Robusta coffee ($/ton) LIFFE 1,718 -22 -1.26 1,827 1,282

Copper (cents/lb.) COMEX 334.30 -1.05 -0.31 366.70 166.00
Gold ($/troy oz.) COMEX 1205.30 6.00 0.50 1,270.60 675.00
Silver (cents/troy oz.) COMEX 1847.20 15.10 0.82 1,986.50 1,338.00
Aluminum ($/ton) LME 2,217.00 -4.00 -0.18 2,481.50 1,791.00
Tin ($/ton) LME 20,800.00 200.00 0.97 20,800.00 13,550.00
Copper ($/ton) LME 7,430.00 10.00 0.13 7,970.00 5,885.00
Lead ($/ton) LME 2,190.00 -25.00 -1.13 2,615.00 1,580.00
Zinc ($/ton) LME 2,133.00 23.00 1.09 2,659.00 1,617.00
Nickel ($/ton) LME 22,160 110 0.50 27,590 15,910

Crude oil ($/bbl.) NYMEX 80.70 -1.31 -1.60 132.65 54.11
Heating oil ($/gal.) NYMEX 2.1472 -0.0396 -1.81 3.4065 1.4750
RBOB gasoline ($/gal.) NYMEX 2.1127 -0.0517 -2.39 2.4345 1.4265
Natural gas ($/mmBtu) NYMEX 4.467 -0.131 -2.85 10.810 4.140
Brent crude ($/bbl.) ICE-EU 80.59 -1.36 -1.66 92.46 70.41
Gas oil ($/ton) ICE-EU 686.00 -8.75 -1.26 1,268.00 472.75

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

Currencies London close on Aug. 6
Per In

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

Argentina peso-a 5.2271 0.1913 3.9325 0.2543
Brazil real 2.3387 0.4276 1.7595 0.5683
Canada dollar 1.3650 0.7326 1.0270 0.9738

1-mo. forward 1.3656 0.7323 1.0274 0.9734
3-mos. forward 1.3671 0.7315 1.0285 0.9723
6-mos. forward 1.3702 0.7298 1.0308 0.9701

Chile peso 685.00 0.001460 515.35 0.001940
Colombia peso 2413.96 0.0004143 1816.10 0.0005506
Ecuador US dollar-f 1.3292 0.7523 1 1
Mexico peso-a 16.8446 0.0594 12.6728 0.0789
Peru sol 3.7211 0.2687 2.7995 0.3572
Uruguay peso-e 27.647 0.0362 20.800 0.0481
U.S. dollar 1.3292 0.7523 1 1
Venezuela bolivar 5.71 0.175179 4.29 0.232848

ASIA-PACIFIC
Australia dollar 1.4518 0.6888 1.0922 0.9156
China yuan 8.9964 0.1112 6.7683 0.1477
Hong Kong dollar 10.3182 0.0969 7.7628 0.1288
India rupee 61.3492 0.0163 46.1550 0.0217
Indonesia rupiah 11880 0.0000842 8938 0.0001119
Japan yen 113.11 0.008841 85.10 0.011751

1-mo. forward 113.09 0.008843 85.08 0.011754
3-mos. forward 113.02 0.008848 85.03 0.011760
6-mos. forward 112.90 0.008858 84.94 0.011773

Malaysia ringgit-c 4.1830 0.2391 3.1470 0.3178
New Zealand dollar 1.8238 0.5483 1.3721 0.7288
Pakistan rupee 113.979 0.0088 85.750 0.0117
Philippines peso 59.661 0.0168 44.885 0.0223
Singapore dollar 1.7914 0.5582 1.3478 0.7420
South Korea won 1543.87 0.0006477 1161.50 0.0008610
Taiwan dollar 42.176 0.02371 31.730 0.03152
Thailand baht 42.554 0.02350 32.015 0.03124

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

Euro zone euro 1 1 0.7523 1.3292
1-mo. forward 1.0001 0.9999 0.7524 1.3291
3-mos. forward 1.0004 0.9996 0.7526 1.3287
6-mos. forward 1.0010 0.9990 0.7531 1.3278

Czech Rep. koruna-b 24.832 0.0403 18.682 0.0535
Denmark krone 7.4507 0.1342 5.6054 0.1784
Hungary forint 279.78 0.003574 210.49 0.004751
Norway krone 7.9242 0.1262 5.9616 0.1677
Poland zloty 3.9914 0.2505 3.0029 0.3330
Russia ruble-d 39.583 0.02526 29.780 0.03358
Sweden krona 9.4168 0.1062 7.0846 0.1412
Switzerland franc 1.3763 0.7266 1.0355 0.9658

1-mo. forward 1.3759 0.7268 1.0351 0.9661
3-mos. forward 1.3750 0.7273 1.0345 0.9667
6-mos. forward 1.3737 0.7280 1.0334 0.9676

Turkey lira 1.9834 0.5042 1.4922 0.6702
U.K. pound 0.8320 1.2019 0.6260 1.5976

1-mo. forward 0.8322 1.2017 0.6261 1.5973
3-mos. forward 0.8325 1.2013 0.6263 1.5967
6-mos. forward 0.8330 1.2005 0.6267 1.5957

MIDDLE EAST/AFRICA
Bahrain dinar 0.5011 1.9956 0.3770 2.6526
Egypt pound-a 7.5432 0.1326 5.6750 0.1762
Israel shekel 5.0044 0.1998 3.7650 0.2656
Jordan dinar 0.9415 1.0622 0.7083 1.4118
Kuwait dinar 0.3803 2.6297 0.2861 3.4953
Lebanon pound 1995.79 0.0005011 1501.50 0.0006660
Saudi Arabia riyal 4.9848 0.2006 3.7502 0.2667
South Africa rand 9.6170 0.1040 7.2352 0.1382
United Arab dirham 4.8826 0.2048 3.6733 0.2722

SDR -f 0.8693 1.1504 0.6540 1.5291

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 600 258.71 -2.77 -1.06% 2.2% 12.2%

14 Stoxx Europe 50 2511.98 -24.39 -0.96 -2.6 6.6

27 Euro Zone Euro Stoxx 265.06 -3.65 -1.36 -3.5 6.1

14 Euro Stoxx 50 2779.34 -40.00 -1.42 -6.3 2.7

16 Austria ATX 2498.10 -42.21 -1.66 0.1 5.8

9 Belgium Bel-20 2549.82 -36.27 -1.40 1.5 13.2

12 Czech Republic PX 1199.1 2.0 0.17% 7.3 5.1

22 Denmark OMX Copenhagen 390.61 -4.81 -1.22 23.7 28.7

16 Finland OMX Helsinki 6793.12 -51.70 -0.76 5.2 14.3

13 France CAC-40 3716.05 -48.14 -1.28 -5.6 5.5

13 Germany DAX 6259.63 -73.95 -1.17 5.1 14.7

... Hungary BUX 22899.45 -82.19 -0.36 7.9 28.5

19 Ireland ISEQ 2933.93 -33.62 -1.13 -1.4 1.8

16 Italy FTSE MIB 21084.47 -218.50 -1.03 -9.3 -1.5

16 Netherlands AEX 331.19 -5.38 -1.60 -1.2 14.0

9 Norway All-Shares 420.50 -0.60 -0.14 0.1 19.0

17 Poland WIG 43421.30 -15.54 -0.04 8.6 22.6

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

13 Portugal PSI 20 7415.36 -129.19 -1.71 -12.4 -0.8

... Russia RTSI 1509.85 -8.02 -0.53% 5.8 39.8

10 Spain IBEX 35 10651.1 -188.9 -1.74 -10.8 -2.7

15 Sweden OMX Stockholm 332.71 -2.66 -0.79 11.1 21.4

14 Switzerland SMI 6321.36 -53.53 -0.84 -3.4 4.9

... Turkey ISE National 100 59753.02 149.88 0.25% 13.1 33.5

13 U.K. FTSE 100 5332.39 -33.39 -0.62 -1.5 12.7

22 ASIA-PACIFIC DJ Asia-Pacific 126.14 0.90 0.72 2.5 11.4

... Australia SPX/ASX 200 4566.06 -0.45 -0.01 -6.3 6.2

24 China CBN 600 24428.30 412.25 1.72 -15.9 -13.4

15 Hong Kong Hang Seng 21678.80 127.08 0.59 -0.9 6.4

20 India Sensex 18143.99 -28.84 -0.16 3.9 19.7

... Japan Nikkei Stock Average 9642.12 -11.80 -0.12 -8.6 -7.4

... Singapore Straits Times 2995.06 -11.70 -0.39 3.4 17.5

11 South Korea Kospi 1783.83 -0.03 unch. 6.0 13.2

18 AMERICAS DJ Americas 299.81 -1.21 -0.40 1.1 12.7

... Brazil Bovespa 68094.76 -316.96 -0.46 -0.7 20.9

17 Mexico IPC 32917.92 10.73 0.03 2.5 16.8

*P/E ratios use trailing 12-months, as-reported earnings
Note: Americas index data are as of 5:00 p.m. ET. Sources: Thomson Reuters; WSJ Market Data Group

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

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

Australia 1.0922 1.7449 1.0548 0.1542 0.0367 0.1832 0.0128 0.2901 1.4518 0.1949 1.0636 ...

Canada 1.0270 1.6406 0.9918 0.1450 0.0345 0.1723 0.0121 0.2728 1.3650 0.1832 ... 0.9402

Denmark 5.6054 8.9549 5.4135 0.7912 0.1882 0.9403 0.0659 1.4888 7.4507 ... 5.4583 5.1320

Euro 0.7523 1.2019 0.7266 0.1062 0.0253 0.1262 0.0088 0.1998 ... 0.1342 0.7326 0.6888

Israel 3.7650 6.0148 3.6361 0.5314 0.1264 0.6315 0.0442 ... 5.0044 0.6717 3.6662 3.4470

Japan 85.1000 135.9515 82.1865 12.0121 2.8577 14.2747 ... 22.6029 113.1149 15.1818 82.8667 77.9133

Norway 5.9616 9.5240 5.7575 0.8415 0.2002 ... 0.0701 1.5834 7.9242 1.0635 5.8052 5.4581

Russia 29.7795 47.5742 28.7600 4.2034 ... 4.9952 0.3499 7.9096 39.5829 5.3126 28.9980 27.2646

Sweden 7.0846 11.3179 6.8420 ... 0.2379 1.1884 0.0832 1.8817 9.4168 1.2639 6.8986 6.4863

Switzerland 1.0355 1.6542 ... 0.1462 0.0348 0.1737 0.0122 0.2750 1.3763 0.1847 1.0083 0.9480

U.K. 0.6260 ... 0.6045 0.0884 0.0210 0.1050 0.0074 0.1663 0.8320 0.1117 0.6095 0.5731

U.S. ... 1.5975 0.9658 0.1412 0.0336 0.1677 0.0118 0.2656 1.3292 0.1784 0.9738 0.9155

Source: Thomson Reuters via WSJ Market Data Group

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of August 06, 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* 296.84 -0.04% -0.9% 11.5%

2.60 16 World (Developed Markets) 1,153.01 -0.04 -1.3 10.4

2.40 17 World ex-EMU 137.16 -0.06 0.4 11.9

2.40 17 World ex-UK 1,149.94 -0.12 -1.1 10.3

3.10 17 EAFE 1,517.55 -0.25 -4.0 6.5

2.20 15 Emerging Markets (EM) 1,011.72 -0.02 2.2 19.9

3.40 15 EUROPE 90.63 -0.31 2.7 15.6

3.60 15 EMU 161.74 0.07 -10.4 2.0

3.30 16 Europe ex-UK 97.80 -0.10 1.2 13.8

4.50 12 Europe Value 99.13 -0.10 -0.3 12.6

2.30 18 Europe Growth 80.36 -0.51 5.5 18.5

2.30 21 Europe Small Cap 174.17 0.09 10.8 28.8

2.10 9 EM Europe 312.10 -0.45 12.0 37.9

3.60 13 UK 1,590.62 -0.35 -1.1 16.1

2.80 19 Nordic Countries 159.25 0.21 16.9 29.4

1.80 8 Russia 753.34 -0.05 0.9 26.9

2.30 20 South Africa 739.25 0.21 4.5 15.6

2.70 17 AC ASIA PACIFIC EX-JAPAN 417.73 0.04 0.3 15.2

1.90 26 Japan 533.70 1.37 -6.1 -9.4

2.30 17 China 63.81 -0.08 -1.5 4.5

1.00 21 India 731.99 -0.47 3.5 18.3

1.20 10 Korea 504.93 -0.46 5.0 15.5

3.40 24 Taiwan 281.95 -0.34 -4.7 9.1

1.90 18 US BROAD MARKET 1,257.77 0.22 1.7 15.3

1.30 51 US Small Cap 1,770.65 0.91 6.0 21.8

2.40 15 EM LATIN AMERICA 4,140.60 -0.28 0.6 28.1

*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 2320.48 -0.04% 11.0%

1.95 16 Global Dow 1351.80 -0.98% 13.2% 1908.24 0.04 5.9

2.27 14 Global Titans 50 164.00 -1.13 11.3 162.83 -0.11 4.1

2.71 19 Europe TSM 2537.78 0.00 5.6

2.30 20 Developed Markets TSM 2240.81 -0.03 9.8

2.16 15 Emerging Markets TSM 4242.05 -0.09 22.2

2.88 25 Africa 50 863.70 -1.02 18.5 728.63 0.01 10.9

2.55 13 BRIC 50 471.80 -1.11 26.3 597.81 -0.08 18.1

3.21 18 GCC 40 534.90 -0.96 -1.1 451.26 0.07 -7.5

1.91 20 U.S. TSM 11562.40 -0.37 12.0

3.25 28 Kuwait Titans 30 -c 198.72 -13.2

1.63 RusIndex Titans 10 -c 3402.50 -1.63 35.6 5581.24 -0.96 19.4

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

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

2.01% 10 Turkey Titans 20 -c 634.70 -0.25% 43.8% 722.80 0.04% 36.6%

4.66 15 Global Select Div -d 173.70 -0.98 22.0 197.52 0.04 14.1

5.24 11 Asia/Pacific Select Div -d 268.63 0.19 8.4

4.12 15 U.S. Select Dividend -d 329.73 -0.20 15.7

1.64 17 Islamic Market 1942.61 -0.08 11.2

2.00 14 Islamic Market 100 1766.80 -1.15 13.4 2009.76 -0.12 6.1

3.28 13 Islamic Turkey -c 1628.60 0.21 35.3 3184.30 0.50 28.6

2.46 16 Sustainability 867.10 -1.03 14.1 973.03 0.00 6.7

3.45 20 Brookfield Infrastructure 1656.80 -1.32 29.7 2099.53 -0.30 21.4

1.14 23 Luxury 1028.10 -1.13 29.2 1158.44 -0.11 20.8

2.96 8 UAE Select Index 226.66 -13.5

DJ-UBS Commodity 140.20 -2.14 11.1 135.31 -1.12 3.9

*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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Flood toll rises in Pakistan, India
ISLAMABAD—Landslides caused

by continuing torrential rains killed
at least 53 people in northern Paki-
stan, while the death toll from last
week’s flash floods in northern India
climbed to at least 145.

Flooding in Pakistan, which began
almost two weeks ago amid heavy
monsoon rains, has now affected
more than six million people, the
United Nations said Sunday. Billions
of dollars in aid will be needed to re-
build after the deluge, the worst in a
generation, the U.N. said. At least
1,500 people have been killed so far.

The U.N.’s World Food Program
warned of looming food shortages
and said that at least four million
people will need food aid across
Pakistan over the next three months
at a cost of $100 million.

More than 1.4 million acres
(570,000 hectares) of crops have
been destroyed in Punjab province,
the breadbasket of Pakistan, the WFP
estimates. Many more crops have
been ravaged in northwestern Paki-
stan and southern Sindh province.

“The flooding has caused mas-
sive damage to crops and also to the
reserve that people had at their
houses,” said Amjad Jamal, a WFP
spokesman. Many people in the
northwest of the country, the area
hardest hit by the flooding, are sur-
viving on only one meal a day, he
added.

Aid workers said shelter is an-
other major concern, as hundreds of
thousands of people are still trapped
in flooded areas in Punjab and Sindh
province. Many of them have lost all
their possessions.

“People urgently need some kind
of shelter,” said Maurizio Giuliano, a
spokesman for the U.N. Office for the
Coordination of Humanitarian Affairs,
which coordinates disaster response.

The flooding, which began in the

mountainous northern areas of Paki-
stan, has spread to Punjab and Sindh
provinces further south in recent
days. The rains have destroyed
360,000 houses and displaced al-
most one million people.

The death toll climbed on Sunday
after a landslide killed at least 53
people and destroyed several mud
houses in villages in Gilgit-Baltistan,
a northern Himalayan region of Pak-
istan that borders China.

The floods are the worst in a
generation and have stretched the
resources of a country already fight-
ing a war with Taliban militants and
facing acute economic problems, in-
cluding electricity shortages.

The Pakistan army has taken the
lead in evacuating people and get-

ting aid to the needy. Many coun-
tries and international aid groups
have joined in the relief work. About
85 U.S. soldiers and six military heli-
copters are involved in the humani-
tarian operation.

The media and opposition parties
have criticized President Asif Ali
Zardari for traveling to the U.K. last
week instead of directing the re-
sponse to the flooding.

Prime Minister Yousuf Raza Gi-
lani has rebutted those criticisms,
saying he is in charge. He called
over the weekend for greater inter-
national aid, saying the floods have
set the country’s development
agenda back several years.

On Sunday, the army continued
evacuating hundreds of people after

raging water breached embankments
on the Indus River, inundating hun-
dreds of villages in Sindh province.

Meanwhile, the death toll from
flash floods in Leh, in the Indian-
held part of the Himalayan territory
of Kashmir, rose to at least 145 peo-
ple. Some 600 other people are still
missing.

Rekha Shenoy, a development
worker in Leh, said many more peo-
ple were homeless after the flash
floods. Some local people, she
added, were seeking sanctuary in
monasteries higher up in the Hima-
layas. “They are really scared. They
had never seen flash floods in their
life,” Ms. Shenoy said.

—Krishna Pokharel in New Delhi
contributed to this article.

BY ZAHID HUSSAIN

Flood victims line up for supplies in Nowshera, Pakistan, on Sunday, amid U.N. warnings of looming food shortages.
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Voters in Rwanda’s presidential
election Monday have been offered
a lopsided choice: President Paul
Kagame or one of a handful of con-
tenders who mostly agree with him.

Over the past several months, a
confluence of events has eliminated
or cowed credible opposition to Mr.
Kagame, offering a reminder of how
the increase in the number of elec-
tions in Africa hasn’t necessarily
made politics safer for those chal-
lenging people in power.

All three main opposition parties
have been disqualified from contest-
ing in the east African nation’s pres-
idential election. Rwanda’s Green
Party was never able to hold enough
meetings to register—due to what
its officials say was government ha-
rassment. A top official in the party
was recently murdered.

The leaders of the other two par-
ties have been barred because of
charges related to propagating
genocide. One remains in jail.

The media, too, has been si-
lenced. In June, a newspaper jour-
nalist was shot dead outside his
home after writing about another
political murder. Police have ar-
rested two suspects in that case.

Two other journalists have fled
the country recently and another
two have been arrested also for in-
sulting the president, among other
charges. About 30 news organiza-
tions were suspended in late July

for not complying with a media law
that mandates training.

President Kagame is virtually as-
sured re-election for his second
seven-year term. The other three
contenders represent minor parties
that work closely with Mr. Kagame’s
party, the Rwandan Patriotic Front.

Mr. Kagame’s government has
denied involvement in the deaths of
politicians and journalists. A gov-
ernment spokeswoman didn’t return
calls seeking a comment. But
Rwanda’s ambassador to the U.S.,
James Kimonyo, said opposition
parties who had been disqualified
hadn’t followed the rules required

to register. “People think this is
clamping down or shrinking the op-
position or not allowing political
space,” Mr. Kimonyo said. “But if
you declare today that you’re going
to run for president, does that give
you immunity?”

Rwanda isn’t the only country in
the region that has been going
through a violent run-up to an elec-
tion. Across the continent, elections
accompanied by bloodshed and in-
timidation are helping to ensconce
those already in power, eroding op-
timism that polls can bring account-
ability to African politics.

Strong rule in Rwanda has deliv-

ered some dividends. Mr. Kagame,
who helped to end the 1994 geno-
cide that killed 800,000 Tutsi, as
well as some Hutu, has introduced a
law banning “genocide ideology.”
The ban prohibits speech or action
that condones the genocide or pro-
motes ethnic division. The economy
has also flourished—growing 11% in
2008 from a year earlier before
slowing last year.

Tensions remain. The main fault
line rests between Rwanda’s Tutsi
minority, targeted in the genocide,
and the majority Hutu population,
much of which feels stifled under
Mr. Kagame, who is Tutsi.

BY SARAH CHILDRESS

Rwandans cheer President Paul
Kagame, who has been conducting a
high-octane and expensive campaign,
during an election stop in Kirehe,

WORLD NEWS

Rains wreak
havoc in China
and landslides
kill at least 127

BEIJING—China’s Premier Wen
Jiabao flew to a part of western
China where massive landslides have
killed at least 127 people and left
more than 1,000 missing, Chinese
state media reported Sunday, as tor-
rential rains continued to wreak
havoc around the country.

According to reports from the
Xinhua news agency, heavy rain
caused the Bailong River to overflow
its banks, triggering landslides that
buried buildings in Zhouqu county
in northwest China’s remote Gansu
province, leaving nearly 1,300 peo-
ple unaccounted for.

About 45,000 people have been
evacuated, and police and military
forces were sent in to help with res-
cue efforts. More than 680 residents
were rescued by local residents, Xin-
hua said.

Xinhua said that two-meter deep
sludge in some areas had left many
people trapped on top of buildings.

Deadly floods have long plagued
China, but this year’s floods have
caused the most economic damage
and loss of life in more than a de-
cade.

According to a report Thursday
in the People’s Daily, the official
publication of the Chinese Commu-
nist Party, 28 provinces have been
hit by floods this year, affecting 140
million people and destroying 1.1
million homes.

It put the death toll at 1,072 for
the year, excluding those who have
died in the landslides over the week-
end.

Mr. Wen’s flight to the disaster
area has him reprising his role as
the face of Beijing’s central govern-
ment during times of catastrophe.
Mr. Wen, perhaps most famous for
his emotional appeal to school chil-
dren trapped under the rubble of the
2008 Sichuan earthquake to hold on,
has arrived early at the scene of
tragedies ranging from mining di-
sasters to snowstorms, helping to
make the country’s leadership seem
more accessible and compassionate
amid much public disillusionment
with China’s officials.

In late June, Mr. Wen went to
southern China’s Guangxi province
when the death toll from the floods
was nearing 200.

According to Xinhua, Mr. Wen
and President Hu Jintao have in-
structed the government in Gansu to
spare no effort to save lives, and
that key infrastructure should be re-
paired quickly to ensure a more ef-
fective rescue effort.

The Bailong River runs south
through Gansu province before link-
ing up with the Yangtze River. Gan-
nan Tibetan Autonomous Prefecture,
where the disaster struck, is located
on the Qinghai-Tibetan plateau in
southwest Gansu and is predomi-
nantly grasslands.

China’s far-flung western regions
have been hard hit with natural di-
sasters recently. In April, more than
2,000 people died in a major earth-
quake in the predominantly Tibetan
Yushu prefecture in neighboring
Qinghai province.

So far,this year’s death toll is
well below the 4,150 that died in
1998 when the worst floods in five
decades tore through the Yangtze
River basin.

—Juliet Ye
contributed to this article.

BY DINNY MCMAHON

Uninvited
The three main challengers who
are skipping Monday’s election:

� Green Party leader Frank
Habineza, has been disallowed for
failing to register in time.

� PS-Imberakuri candidate Bernard
Ntaganda remains under arrest.

� Victoire Ingabire, candidate for
FDU-Inkingi, is fighting genocide
ideology charges.

In Rwandan vote, Kagame is a shoo-in
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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 1.02 99.93% 0.01% 1.42 0.75 1.08

Eur. High Volatility: 13/1 1.49 97.79 0.01 2.16 1.11 1.58

Europe Crossover: 13/2 4.71 101.12 0.05 5.88 4.48 5.23

Asia ex-Japan IG: 13/1 1.16 99.28 0.01 1.72 0.87 1.20

Japan: 13/1 1.09 99.57 0.01 1.76 0.85 1.23

Note: Data as of August 5

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

In percentage points
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Source: Markit Group

Behind Asia's deals: Bank revenue rankings, Asia (ex Japan)
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

Goldman Sachs $192 4.2% 65% 14% 21% ...

CITIC Securities 170 3.7 75 23 2 ...

Morgan Stanley 169 3.7 53 9 38 ...

JPMorgan 161 3.5 69 10 20 1%

Deutsche Bank 147 3.2 53 14 31 2

Ping An Securities Co Ltd 146 3.2 95 4 1 ...

UBS 145 3.1 52 21 27 ...

Bank of China Ltd 135 2.9 46 42 2 10

China International Capital Corp Ltd 135 2.9 73 23 5 ...

Source: Dealogic

Tracking
credit
markets �
dealmakers

Dow Jones Industrial Average P/E: 14
LAST: 10653.56 t 21.42, or 0.20%

YEAR TO DATE: s 225.51, or 2.2%

OVER 52 WEEKS s 1,283.49, or 13.7%

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

Previous
close, in STOCK PERFORMANCE

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

Vodafone Group U.K. Mobile Telecommunications 115,137,961 152.25 1.13% 5.9% 19.0%

Bayer AG Germany Specialty Chemicals 5,450,795 48.89 0.78 -12.6 8.7

Societe Generale France Banks 5,027,135 45.52 0.65 -7.0 -9.8

BP PLC U.K. Integrated Oil & Gas 51,590,012 425.35 0.46 -29.1 -16.6

Roche Holding Switzerland Pharmaceuticals 2,098,067 141.70 0.28 -19.4 -15.5

AXA France Full Line Insurance 8,652,985 14.24 -2.96% -13.9 -9.1

Daimler AG Germany Automobiles 4,907,018 40.97 -2.75 10.0 22.0

Unilever Netherlands Food Products 12,651,516 21.07 -2.75 -7.4 6.9

Banco Santander Spain Banks 49,730,201 10.11 -2.60 -12.5 -1.2

Diageo U.K. Distillers & Vintners 6,894,798 1,079 -2.18 -0.5 16.6

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

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

Barclays 67,636,115 324.60 0.19% 17.6% -11.1%
U.K. (Banks)
Tesco 16,678,102 399.95 0.14 -6.6 8.0
U.K. (Food Retailers & Wholesalers)
Allianz SE 2,788,650 90.21 0.06 3.5 18.5
Germany (Full Line Insurance)
GlaxoSmithKline 7,337,557 1,133 0.04 -14.2 -2.9
U.K. (Pharmaceuticals)
Rio Tinto 6,690,841 3,431 0.03 1.2 41.7
U.K. (General Mining)
BHP Billiton 9,979,039 2,022 -0.15 1.4 27.2
U.K. (General Mining)
UniCredit 280,157,677 2.07 -0.36 -7.3 -8.2
Italy (Banks)
ENI 16,305,265 16.34 -0.37 -8.2 0.9
Italy (Integrated Oil & Gas)
Astrazeneca 1,876,232 3,255 -0.43 11.8 16.6
U.K. (Pharmaceuticals)
British American Tobacco 3,057,392 2,212 -0.47 9.7 18.4
U.K. (Tobacco)
BNP Paribas 4,201,698 55.71 -0.50 -0.3 5.0
France (Banks)
Deutsche Telekom 16,461,294 10.16 -0.54 -1.3 11.5
Germany (Mobile Telecommunications)
France Telecom 9,204,697 16.18 -0.61 -7.2 -8.6
France (Fixed Line Telecommunications)
ArcelorMittal 8,728,459 25.18 -0.67 -21.8 -4.3
France (Iron & Steel)
Deutsche Bank 6,409,796 55.60 -0.75 12.5 18.3
Germany (Banks)
UBS 12,508,066 17.95 -0.83 11.8 9.9
Switzerland (Banks)
Royal Dutch Shell A 6,889,543 21.59 -0.87 2.3 17.7
U.K. (Integrated Oil & Gas)
RWE AG 1,975,963 55.26 -0.95 -18.7 -5.9
Germany (Multiutilities)
Nestle S.A. 9,709,147 50.55 -0.98 0.7 14.6
Switzerland (Food Products)
Telefonica 19,449,002 17.59 -1.10 -9.9 0.5
Spain (Fixed Line Telecommunications)

Latest,
in local STOCK PERFORMANCE

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

HSBC Holdings 21,914,940 661.40 -1.14% -6.7% -0.8%
U.K. (Banks)
Novartis 3,736,802 51.75 -1.24 -8.4 7.0
Switzerland (Pharmaceuticals)
Credit Suisse Group 5,709,484 49.55 -1.29 -3.2 -6.9
Switzerland (Banks)
Total S.A. 6,942,894 40.01 -1.32 -11.1 4.2
France (Integrated Oil & Gas)
ABB Ltd. 6,034,948 21.37 -1.43 10.0 10.6
Switzerland (Industrial Machinery)
SAP AG 5,051,306 35.03 -1.44 6.2 4.7
Germany (Software)
BG Group 8,180,822 1,005 -1.47 -10.4 -0.4
U.K. (Integrated Oil & Gas)
Iberdrola 23,402,120 5.52 -1.57 -17.2 -8.5
Spain (Conventional Electricity)
Assicurazioni Generali 7,127,537 15.55 -1.58 -17.4 -4.0
Italy (Full Line Insurance)
Sanofi-Aventis 3,609,686 45.27 -1.69 -17.8 -3.1
France (Pharmaceuticals)
Nokia 14,325,655 7.15 -1.72 -19.9 -23.8
Finland (Telecommunications Equipment)
BASFn.DE 5,272,398 44.75 -1.80 3.0 26.9
BASFn.DE (BASFn.DE)
GDF Suez 4,662,827 26.19 -1.84 -13.5 -4.7
France (Multiutilities)
L.M. Ericsson Telephone Series B 9,056,620 78.35 -1.88 18.9 12.6
Sweden (Communications Technology)
Anglo American 5,622,376 2,531 -1.90 -6.6 30.6
U.K. (General Mining)
Banco Bilbao Vizcaya Argentaria 20,787,510 10.51 -2.01 -17.5 -10.3
Spain (Banks)
E.ON AG 9,620,070 23.06 -2.04 -21.1 -13.8
Germany (Multiutilities)
ING Groep 25,173,484 7.58 -2.05 9.9 7.3
Netherlands (Life Insurance)
Siemens 3,666,020 76.34 -2.13 18.9 29.3
Germany (Diversified Industrials)
Intesa Sanpaolo 78,178,791 2.51 -2.14 -20.2 -11.4
Italy (Banks)

Sources: Thomson Reuters

DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 26.4 $26.54 –0.20 –0.75%
Alcoa AA 17.6 11.59 0.01 0.09
AmExpress AXP 8.0 43.50 0.28 0.65
BankAm BAC 134.8 13.96 –0.06 –0.43
Boeing BA 4.5 68.70 –0.01 –0.01
Caterpillar CAT 5.5 71.56 –0.40 –0.56
Chevron CVX 9.0 78.73 –0.34 –0.43
CiscoSys CSCO 40.4 24.07 –0.10 –0.41
CocaCola KO 9.0 56.75 0.38 0.67
Disney DIS 8.1 35.00 0.02 0.06
DuPont DD 8.0 42.13 –0.35 –0.82
ExxonMobil XOM 23.1 61.97 –0.74 –1.18
GenElec GE 58.9 16.45 –0.07 –0.42
HewlettPk HPQ 23.5 41.85 –4.50 –9.71
HomeDpt HD 11.4 28.68 –0.03 –0.10
Intel INTC 50.8 20.65 –0.02 –0.10
IBM IBM 6.1 130.14 –1.04 –0.79
JPMorgChas JPM 34.9 40.44 –0.83 –2.01
JohnsJohns JNJ 8.5 59.96 0.20 0.33
KftFoods KFT 15.4 30.36 0.70 2.36
McDonalds MCD 6.8 71.74 1.29 1.83
Merck MRK 11.7 34.98 –0.09 –0.26
Microsoft MSFT 56.0 25.55 0.18 0.71
Pfizer PFE 51.6 16.24 0.05 0.31
ProctGamb PG 12.6 60.02 0.16 0.27
3M MMM 2.7 87.29 –0.43 –0.49
TravelersCos TRV 3.1 50.27 –0.40 –0.79
UnitedTech UTX 3.2 72.73 –0.47 –0.64
Verizon VZ 13.0 29.55 ... ...

WalMart WMT 8.3 51.79 0.17 0.33

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

BP 237 –32 –77 –150

M Real 457 –27 –65 –159

Sol Melia 659 –13 –28 –61

Alstom 151 –6 –25 –45

Alcatel Lucent 701 –6 –60 –26

Portugal Telecom Intl Fin 154 –5 –11 –24

Portugal Telecom SGPS 154 –5 –11 –24

SES 71 –3 –2 –4

Klepierre 141 –2 –11 –38

Rank Gp 180 –2 1 ...

And the most deterioration
CHANGE, in basis points

Yesterday Yesterday Five-day 28-day

Rexam 134 10 11 6

Prudential 140 10 9 –28

ISS Hldg AS 503 11 –5 –40

NXP 845 11 13 –259

Bco Espirito Santo 326 13 6 –141

TUI 682 14 –9 –105

Glencore Intl 303 14 4 –126

Hellenic Rep 747 19 8 –128

TNT NV 119 22 36 36

Hellenic Telecom Org 342 25 18 –51

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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Karzai seeks ban on private security
KABUL—Afghan President Hamid

Karzai lashed out against foreign in-
terference and called for a ban on
the private security companies that
protect many Western installations
here, in a speech that ratchets up
recent tensions with the U.S. over
two American-backed anticorrup-
tion agencies.

“We have the ability to rule and
govern our country and we have our
sovereignty. We hope that NATO
countries and the U.S. pay atten-
tion,” Mr. Karzai told a gathering of
Afghan public servants in a speech
on Saturday. “No Afghan adminis-
tration will be successful unless it
lays off its foreign advisers and re-
places them with Afghans.”

The call to ban private security
companies came a week after a con-
voy of DynCorp International, which
provides security in Afghanistan un-
der a U.S. State Department con-
tract, was involved in a car accident
that killed an Afghan civilian in
Kabul. The accident sparked rioting
and anti-American protests.

The 10 aid workers killed last
week as they returned to Kabul from
a remote part of the country didn’t
have a security detail.

The Afghan leader’s defiant
weekend speech came days after
U.S. Secretary of State Hillary Clin-
ton phoned Mr. Karzai to press him
to live up to his anticorruption com-
mitments, according to U.S. officials,
warning that his recent attempt to
weaken two U.S.-mentored antigraft
agencies could endanger the
chances of congressional approval
for billions of dollars in aid to Af-
ghanistan.

Mr. Karzai, Afghan officials say,
told her that the Major Crimes Task
Force and the Sensitive Investiga-
tive Unit—which investigate high-
level corruption in the Afghan gov-
ernment and operate with heavy in-
volvement from the U.S. Federal Bu-
reau of Investigation and Drug

Enforcement Agency—have violated
the Afghan constitution.

“We don’t want our Afghan ad-
ministration to be run by two differ-
ent sets of people and to be ac-
countable to two different sources.
It’s destroying the national sover-
eignty of Afghanistan and we will
not allow it,” Mr. Karzai said in his
Saturday speech.

The latest confrontation with
Washington flared after the MCTF
and the SIU last month, without Mr.
Karzai’s approval, raided the home
of a senior Afghan presidential aide
who had been taped while allegedly
soliciting a bribe.

The scandal is threatening to be-
come the most serious crisis in the
U.S.’s relations with Mr. Karzai since
the controversy over accusations of
widespread fraud in the presidential
elections a year ago. Mrs. Clinton

phoned Mr. Karzai last week after
he created a commission to oversee
the MCTF and the SIU.

The rift over the agencies ap-
pears to have wiped out any resid-
ual goodwill from Mr. Karzai’s May
trip to Washington, where he was
praised by the Obama administra-
tion for his pledges to clean up the
Afghan government.

Mr. Karzai has also had a stormy
beginning with the new U.S.-led co-
alition commander, Gen. David Pe-
traeus. U.S. commanders were upset
last month when Mr. Karzai issued a
statement condemning coalition
forces for allegedly causing 52 civil-
ian casualties in a rocket attack in
Helmand. The coalition military says
it had no record of carrying out
such an attack—and that local hos-
pitals had no record of such casual-
ties from that area.

“The people who are working in
private security companies are
against Afghan national interest,
and their salaries are illegal money.
They are thieves during the day and
terrorists during the night,” Mr.
Karzai said in Saturday’s speech. “If
they want to serve Afghanistan they
have to join the Afghan police.”

Many of the 52 registered secu-
rity companies operating in Afghan-
istan are foreign, but some of the
bigger ones are Afghan-owned, and
have close links with prominent
government officials and members
of Mr. Karzai’s family. They employ
an estimated 30,000 people.

Private companies provide secu-
rity for Western diplomatic missions
and aid agencies, coalition installa-
tions, hotels and major infrastruc-
ture such as airports.

They also guard supply convoys

that bring vital goods to landlocked
Afghanistan from neighboring
countries.

Many Western government agen-
cies and contractors operating in
Afghanistan are wary of relying on
the Afghan police force, which is of-
ten infiltrated by the Taliban.

“There aren’t enough state or in-
ternational security forces to pro-
vide all the services that private se-
curity companies do,” said John
Dempsey, an analyst at the U.S. In-
stitute for Peace.

A coalition spokesman, U.S. Air
Force Maj. Joel Harper, said the in-
ternational forces are “working with
the Afghan government to build its
police capabilities and capacity so
that private security companies are
no longer required.”

There is no firm deadline for
shutting down the security firms,
but Mr. Karzai wants them closed
“as soon as possible,” said the presi-
dent’s chief spokesman, Waheed
Omar, on Saturday. “The process
needs to start,” he said.

The presidential aide detained by
the MCTF and SIU last month, Mo-
hammed Zia Saleh, head of adminis-
tration for Afghanistan’s National
Security Council, was taped while
allegedly discussing a bribe in the
form of a car for quashing an inves-
tigation.

Mr. Saleh, who has been freed on
Afghan government orders, couldn’t
be located to comment.

According to Western and Af-
ghan officials, the MCTF and SIU
are working normally so far, and
their investigation files—including
those targeting senior government
figures—haven’t yet been taken by
Mr. Karzai’s commission, which is
headed by Attorney General Ishaq
Aloko.

Asked whether the files could be
seized, an aide to Mr. Karzai said:
“The president issued an order ask-
ing the commission to review all the
cases, so it could happen.”

—Habib Totakhil and Habib
Zahori contributed to this article.

BY YAROSLAV TROFIMOV
AND MARIA ABI-HABIB

President Hamid Karzai, speaking at a gathering of civil servants on Saturday in Kabul, lashed out at ‘foreign advisers.’
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Aid workers’ bodies recovered
KABUL—The bullet-riddled bod-

ies of 10 aid workers were flown to
Kabul Sunday from northern Af-
ghanistan, where they were killed
last week as they returned from an
expedition to provide medical care
in a neglected part of the country.

The six dead Americans, a
Briton, a German and two Afghans
were members of the International
Assistance Mission in Afghanistan, a
self-described “not-for-profit Chris-
tian organization” that has been of-
fering Afghans medical and educa-
tion services since the 1960s.

Taliban insurgents claimed re-
sponsibility for the killings, accusing
the aid workers of spying and trying
to spread Christianity.

The U.S.’s ambassador to Afghan-
istan, Karl Eikenberry, denied that
the group acted as spies or were
proselytizers, instead calling them
“selfless volunteers who devoted
themselves to providing free and
much-needed health care to Afghans
in the most remote and difficult
parts” of the country.

IAM on Sunday also rejected the
Taliban’s accusation of proselytizing
as ridiculous. “We are a Christian
organization but we don’t hide

that—it’s what gives us the faith to
work here,” said Dirk Frans, IAM’s
executive director, in Kabul.

The aid workers’ bodies were
found with fatal gunshot injuries in
a remote forest in the northeastern
province of Badakhshan, which is
considered relatively secure. The
area, however, is near the neighbor-
ing province of Nuristan, where the
Taliban have been operating freely
since U.S. forces withdrew last year.

The IAM team left Kabul more
than two weeks ago for Nuristan’s
Parun valley, to provide eye care to
some of the 50,000 Afghans living
there, according to a blog entry
posted by one of the participants,
Karen Woo.

Dr. Woo, a British citizen who
was identified by Britain as one of
the victims, assisted IAM on the
mission and is the co-founder of
Bridge Afghanistan, which provides
medical care to Afghans.

Initially, the team drove to the
border of Badakhshan and Nuristan.
At the border they left their jeeps
and trekked for 120 miles through
jagged mountains on foot with pack-
horses carrying supplies to Parun
valley, where they worked for about
a week. “The expedition will require
a lot of physical and mental resolve
and will not be without risk,” Dr.

Woo wrote in her blog post before
setting off to Nuristan.

The team, which was last in con-
tact with its headquarters on
Wednesday, was ambushed after it
left Nuristan and entered Badakh-
shan on its way home. The ambush’s
lone survivor, an Afghan driver for
the expedition, said the attackers
spoke a local dialect of Nuristan, ac-
cording to Gen. Agha Noor Kemtuz,
Badakhshan’s provincial police chief.

“The survivor said that the rob-
bers searched everyone’s pockets
first, took money and everything,
and then started shooting,” Gen.
Kemtuz said. The survivor was
spared when the attackers took pity
on him after he dropped to his
knees and recited verses from the
Koran, the general added.

Foreign aid workers and diplo-
mats in Kabul were shaken by the
news of the killings, whether or not
they were friends of the deceased.
Several events in Kabul this week-
end begun with a moment of silence
to remember the slain aid workers,
some whom had lived in Kabul for
years if not decades.

The IAM team doesn’t travel
with armed guards or in armored
vehicles, Mr. Frans, said. Instead,
they rely on the trust and goodwill
of the communities they serve.

BY MARIA ABI-HABIB
AND HABIB TOTAKHIL

WORLD NEWS

Saudis aim to buy F-15s
Ehud Barak and top U.S. officials, in-
cluding Defense Secretary Robert
Gates, Israeli officials said they felt
more comfortable about how the
F-15s would be equipped. The U.S.
argued to Mr. Barak that the pro-
posed sale would strengthen moder-
ates in the Gulf, ultimately bolster-
ing Israel’s security.

U.S. officials say the F-15s in the
package will be “very capable” air-
craft, comparable to the F-15s flown
by South Korea and Singapore,
which are among Asia’s most ad-
vanced militaries, said a senior U.S.
defense official.

Officials also were adamant the
U.S. didn’t make changes to appease
Israel. “It’s not that [Defense Minis-
ter] Barak swoops into town, we
suddenly make a bunch of conces-
sions that the Israelis never knew
about before, and they’re assuaged,”
the official said. “There were no re-
finements, no changes.” The official
said Israeli anxiety diminished “the
more they’ve understood what the
configuration looks like.”

Nonetheless, the initial push-back
from Israel frustrated some U.S. offi-
cials at a time when President Ba-
rack Obama has sought to smooth
differences with Israel’s government.

The concept of large-scale arms

Continued from first page sales for Arab allies was spear-
headed by the George W. Bush ad-
ministration as a bulwark against
Iranian expansionism, and the
Obama administration has expanded
the effort.

Washington coupled its message
about the Saudi configuration with a
prod for Israel to commit to buying
the planned F-35, also known as the
Joint Strike Fighter, which Lock-
heed Martin Corp. could start deliv-
ering as early as 2015, around the
same time the Saudis would begin to
get new F-15s. The Joint Strike
Fighter is a far more sophisticated
plane than the F-15.

Pentagon press secretary Geoff
Morrell said: “We have been working
very closely with the Israeli govern-
ment at the highest levels to address
their concerns on this and other is-
sues.”

The Saudi Embassy in Washing-
ton said it had no comment on any
arms sales. The Israeli Embassy in
Washington declined to comment on
any assurances Mr. Barak may have
received. An Israeli official de-
scribed the talks in the U.S. on the
Saudi package “constructive.”

—Nathan Hodge in Washington,
Charles Levinson in Jerusalem

and Margaret Coker in Abu Dhabi
contributed to this article.
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For information about listing your funds, please contact: Justin Jones tel: +44 0203 426 1167; email: justin.jones@dowjones.com

Andfs. Espanya EU EQ AND 08/05 EUR 12.53 -10.0 1.4 -5.2
Andfs. Estats Units US EQ AND 08/04 USD 14.34 -4.5 6.1 -8.6
Andfs. Europa EU EQ AND 08/04 EUR 7.42 -5.3 5.0 -7.4
Andfs. Franca EU EQ AND 08/05 EUR 9.15 -6.1 6.1 -8.7
Andfs. Japo JP EQ AND 08/05 JPY 471.10 -7.8 -5.6 -14.1
Andfs. Plus Dollars US BA AND 08/04 USD 9.48 0.4 6.7 -2.8
Andfs. RF Dolars US BD AND 08/04 USD 11.83 3.4 8.6 2.2
Andfs. RF Euros EU BD AND 08/05 EUR 11.07 2.2 6.5 2.7
Andorfons EU BD AND 08/04 EUR 14.72 1.5 6.4 2.0
Andorfons Alternative Premium GL EQ AND 06/30 EUR 100.65 1.7 5.3 -6.3
Andorfons Mix 30 EU BA AND 08/05 EUR 9.61 0.6 7.3 -4.3
Andorfons Mix 60 EU BA AND 08/05 EUR 9.09 -1.9 6.6 -9.9

n CHARTERED ASSET MANAGEMENT PTE LTD - TEL NO: 65-6835-8866
Fax No: 65-6835 8865, Website: www.cam.com.sg, Email: cam@cam.com.sg
CAM-GTF Limited AS EQ MUS 07/30 USD 334884.05 22.0 64.6 23.4

n DJE INVESTMENT S.A.
internet: www.dje.lu email: info@dje.lu phone:+00 352 269 2522 0 fax:+00 352 269 25252
DJE Real Estate P OT EQ LUX 08/06 EUR 8.92 0.7 1.3 -3.5
DJE-Absolut P GL EQ LUX 08/06 EUR 209.48 2.3 12.6 -1.2
DJE-Alpha Glbl P EU BA LUX 08/06 EUR 175.76 -1.4 8.2 -1.6
DJE-Div& Substanz P EU EQ LUX 08/05 EUR 223.90 4.1 15.0 3.5
DJE-Gold&Resourc P OT EQ LUX 08/06 EUR 193.31 13.5 28.7 12.1
DJE-Renten Glbl P EU BD LUX 08/05 EUR 136.40 4.5 7.5 6.4
LuxPro-Dragon I AS EQ LUX 07/20 EUR 144.57 -8.5 5.0 7.6
LuxPro-Dragon P AS EQ LUX 07/20 EUR 140.29 -8.8 4.4 7.0
LuxTopic-Aktien Europa EU EQ LUX 08/06 EUR 17.41 -1.7 10.8 2.8
LuxTopic-Pacific AS EQ LUX 08/06 EUR 19.10 16.6 35.7 6.1

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

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

n HSBC Trinkaus Investment Managers SA
E-Mail: funds@hsbctrinkaus.lu
Telephone: 352 - 47 18471
Prosperity Return Fund A JP BD LUX 08/02 JPY 10207.12 2.9 NS NS
Prosperity Return Fund B EU BD LUX 08/02 JPY 9132.62 -7.6 NS NS
Prosperity Return Fund C EU BD LUX 08/02 USD 94.94 -1.6 NS NS
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 08/05 EUR 21.14 -13.0 -10.7 -34.6
MP-TURKEY.SI OT OT SVN 08/04 EUR 42.58 22.6 38.6 2.9

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 08/05 EUR 15.01 12.3 22.5 4.3

Parex Eastern Europ Bd EU BD LVA 08/05 USD 16.65 13.7 28.1 8.5
Parex Russian Eq EE EQ LVA 08/05 USD 22.03 12.9 35.9 -6.3

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
Pictet-Agriculture-P EUR GL EQ LUX 08/04 EUR 130.86 7.9 26.3 NS
Pictet-Asian Eq ExJpn-I USD AS EQ LUX 08/05 USD 173.86 -0.8 12.4 -0.8
Pictet-Asian Eq ExJpn-P USD AS EQ LUX 08/05 USD 164.64 -1.3 11.5 -1.7
Pictet-Biotech-P USD OT EQ LUX 08/04 USD 268.28 -5.2 -8.4 -15.3
Pictet-CHF Liquidity-P CH MM LUX 08/04 CHF 124.12 -0.1 0.0 0.2
Pictet-CHF Liquidity-P dy CH MM LUX 08/04 CHF 93.33 -0.1 0.0 0.2
Pictet-Conv. Bonds-P EUR EU BD LUX 08/04 EUR 100.96 NS NS NS
Pictet-Digital Comm-P USD OT EQ LUX 08/04 USD 124.24 6.3 21.0 8.2
Pictet-Eastern Europe-P EUR EU EQ LUX 08/04 EUR 367.12 16.8 46.3 -0.7
Pictet-Emerging Markets-P USD GL EQ LUX 08/05 USD 531.60 -0.3 16.7 -3.7
Pictet-Eu Equities Sel-P EUR EU EQ LUX 08/04 EUR 428.40 5.0 18.2 -2.5
Pictet-EUR Bonds-P EU BD LUX 08/04 EUR 404.77 5.3 7.0 6.1
Pictet-EUR Bonds-Pdy EU BD LUX 08/04 EUR 296.82 5.3 7.0 6.1
Pictet-EUR Corporate Bonds-P EU BD LUX 08/04 EUR 154.82 4.7 9.4 9.1
Pictet-EUR Corporate Bonds-Pdy EU BD LUX 08/04 EUR 104.96 4.7 9.4 9.1
Pictet-EUR High Yield-P EU BD LUX 08/04 EUR 161.44 10.4 25.7 11.2
Pictet-EUR High Yield-Pdy EU BD LUX 08/04 EUR 88.49 10.4 25.7 11.2
Pictet-EUR Liquidity-P EU MM LUX 08/04 EUR 136.12 0.1 0.3 1.2
Pictet-EUR Liquidity-Pdy EU MM LUX 08/04 EUR 96.78 0.1 0.3 1.2
Pictet-EUR Sovereign Liq-P EU MM LUX 08/04 EUR 102.41 0.0 0.0 0.9
Pictet-EUR Sovereign Liq-Pdy EU MM LUX 08/04 EUR 99.93 0.0 0.0 0.9
Pictet-Europe Index-P EUR EU EQ LUX 08/04 EUR 106.68 5.6 17.9 0.1
Pictet-European Sust Eq-P EUR EU EQ LUX 08/04 EUR 140.43 5.5 18.2 0.3
Pictet-Glo Emerging Debt-P USD GL BD LUX 08/04 USD 264.49 8.7 15.9 14.7
Pictet-Glo Emerging Debt-Pdy USD GL BD LUX 08/04 USD 171.77 8.7 15.9 14.7
Pictet-Greater China-P USD AS EQ LUX 08/05 USD 341.47 -2.8 8.6 3.4
Pictet-Indian Equities-P USD EA EQ LUX 08/05 USD 383.89 6.4 22.8 6.2
Pictet-Japan Index-P JPY JP EQ LUX 08/05 JPY 8400.94 -5.4 -8.0 -16.3
Pictet-Japanese Eq 130/30-P JPY JP EQ LUX 08/05 JPY 4238.29 -4.0 -5.4 -14.8
Pictet-Japanese Eq Sel-I JPY JP EQ LUX 08/05 JPY 7307.21 -5.7 -8.4 -19.4
Pictet-Japanese Eq Sel-P JPY JP EQ LUX 08/05 JPY 7060.63 -6.0 -9.0 -19.9
Pictet-MENA-P USD OT OT LUX 08/04 USD 47.26 5.4 0.4 NS
Pictet-Pac (ExJpn) Idx-P USD AS EQ LUX 08/05 USD 271.40 -0.6 18.3 3.1
Pictet-Piclife-P CHF CH BA LUX 08/04 CHF 796.99 0.8 5.6 1.0
Pictet-Premium Brands-P EUR OT EQ LUX 08/04 EUR 77.45 18.6 41.3 15.1
Pictet-Russian Equities-P USD EE EQ LUX 08/04 USD 69.04 7.2 44.6 -6.3
Pictet-Security-P USD GL EQ LUX 08/04 USD 107.22 7.7 21.8 6.5
Pictet-Small Cap Europe-P EUR EU EQ LUX 08/04 EUR 499.45 10.3 24.8 -0.4
Pictet-Timber-P USD GL EQ LUX 08/04 USD 109.03 2.3 19.4 NS
Pictet-USA Index-P USD US EQ LUX 08/04 USD 92.14 1.6 13.2 -3.7
Pictet-USD Government Bonds-P US BD LUX 08/04 USD 539.23 6.2 7.3 5.9
Pictet-USD Government Bonds-Pdy US BD LUX 08/04 USD 385.56 6.2 7.3 5.9
Pictet-USD Liquidity-P US MM LUX 08/04 USD 131.10 0.1 0.1 0.7
Pictet-USD Liquidity-Pdy US MM LUX 08/04 USD 84.89 0.0 0.1 0.7
Pictet-USD Sovereign Liq-P US MM LUX 08/04 USD 101.59 0.0 0.0 0.7
Pictet-USD Sovereign Liq-Pdy US MM LUX 08/04 USD 100.09 0.0 0.0 0.7
Pictet-Water-P EUR GL EQ LUX 08/04 EUR 136.57 10.2 21.5 2.4
Pictet-World Gvt Bonds-P USD EU BD LUX 08/05 USD 171.10 3.7 5.3 5.6
Pictet-World Gvt Bonds-Pdy USD EU BD LUX 08/05 USD 138.75 3.7 5.3 5.6

n POLAR CAPITAL PARTNERS LIMITED
International Fund Managers (Ireland) Limited PH - 353 1 670 660 Fax - 353 1 670 1185
Global Technology OT EQ IRL 08/05 USD 14.24 5.9 26.7 7.6
Japan Fund USD JP EQ IRL 08/05 USD 16.52 4.0 2.2 5.4
Polar Healthcare Class I USD OT EQ IRL 08/04 USD 12.07 -6.7 2.8 NS
Polar Healthcare Class R USD OT EQ IRL 08/04 USD 12.01 -7.0 2.3 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 08/04 USD 151.66 19.1 47.8 13.8

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
ACTION FRANCE A EU EQ IRL 08/05 EUR 697.73 -1.4 12.0 -6.0
CORE EUROZONE EQ B EU EQ IRL 08/05 EUR 838.00 0.8 13.2 -4.1
EURO FIXED INCOME A EU BD IRL 08/04 EUR 1333.81 7.2 12.1 5.2
EURO FIXED INCOME B EU BD IRL 08/05 EUR 1431.94 7.8 12.8 5.9
EUROPEAN SMALL CAP A EU EQ IRL 08/05 EUR 1319.69 9.9 23.7 -1.3
EUROPEAN SMALL CAP B EU EQ IRL 08/04 EUR 1417.24 10.2 25.1 -0.5
EUROZONE AGG A EUR EU EQ IRL 08/05 EUR 688.77 5.0 18.9 -3.1
EUROZONE AGG B EUR EU EQ IRL 08/04 EUR 992.42 5.3 19.2 -1.7
GLB REAL EST SEC A OT EQ IRL 08/05 USD 945.58 5.5 19.3 -8.4
GLB REAL EST SEC B OT EQ IRL 08/05 USD 978.34 5.8 20.0 -7.8
GLB REAL EST SEC EH A OT EQ IRL 08/05 EUR 839.93 4.4 16.7 -9.6
GLB REAL EST SEC SH B OT EQ IRL 08/04 GBP 79.66 5.2 19.8 -9.1
GLB STRAT YIELD A EU BD IRL 08/05 EUR 1738.57 8.2 22.0 9.5
GLB STRAT YIELD B EU BD IRL 08/05 EUR 1866.98 8.6 22.7 10.2
GLOBAL BOND A EU BD IRL 08/04 EUR 1278.60 15.7 22.2 15.8
GLOBAL BOND B EU BD IRL 08/05 EUR 1368.13 16.3 22.9 16.4
GLOBAL BOND EH A GL BD IRL 08/05 EUR 1489.82 8.3 13.5 8.5
GLOBAL BOND EH B GL BD IRL 08/04 EUR 1585.67 8.6 14.1 9.3
JAPAN EQUITY A JP EQ IRL 08/04 JPY 10724.87 -7.8 -13.1 -17.5
JAPAN EQUITY B JP EQ IRL 08/05 JPY 11625.31 -6.3 -10.2 -15.4
PAC BASIN (X JPN) A AS EQ IRL 08/05 USD 2321.91 1.6 17.3 6.3
PAC BASIN (X JPN) B AS EQ IRL 08/05 USD 2486.86 1.9 18.0 7.0
PAN EUROPEAN EQUITY A EU EQ IRL 08/04 EUR 1019.44 5.9 19.1 -1.5
PAN EUROPEAN EQUITY B EU EQ IRL 08/04 EUR 1090.45 6.3 19.8 -1.0
US EQUITY A US EQ IRL 08/04 USD 870.50 -0.2 10.7 -6.3
US EQUITY B US EQ IRL 08/05 USD 933.52 -0.1 11.4 -6.5
US SMALL CAP EQUITY A US EQ IRL 08/04 USD 1356.07 5.2 15.9 -5.0
US SMALL CAP EQUITY B US EQ IRL 08/05 USD 1443.46 4.5 16.0 -4.9

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
A company of Amundi Group
Bonds ConvEurope A EU BD LUX 08/05 EUR 31.99 7.9 10.0 1.4
Bonds Eur Corp A EU BD LUX 08/04 EUR 23.80 3.1 5.6 5.4
Bonds Eur Hi Yld A EU BD LUX 08/04 EUR 22.14 7.5 17.5 7.9
Bonds EURO A EU BD LUX 08/04 EUR 42.62 3.8 4.9 7.2
Bonds Europe A EU BD LUX 08/04 EUR 40.92 4.6 4.9 7.0
Bonds US MtgBkSec A US BD LUX 04/29 USD 24.41 -4.7 11.9 0.0
Bonds World A GL BD LUX 08/04 USD 43.32 3.1 4.8 5.3
Eq. AsiaPac Dual Strategies A AS EQ LUX 08/05 USD 10.16 -2.5 13.5 -0.1
Eq. China A AS EQ LUX 08/05 USD 22.40 -7.2 2.0 2.3
Eq. Concentrated Euroland A EU EQ LUX 08/04 EUR 88.30 -5.0 3.9 -9.1
Eq. ConcentratedEuropeA EU EQ LUX 08/04 EUR 28.00 3.7 14.9 -4.6
Eq. Emerging Europe A EU EQ LUX 08/04 EUR 27.12 15.1 40.5 -8.1
Eq. Equities Global Energy OT EQ LUX 08/04 USD 16.53 -8.9 1.3 -16.3
Eq. Euroland A EU EQ LUX 08/04 EUR 10.61 -2.0 9.8 -8.9
Eq. Euroland MidCapA EU EQ LUX 04/30 EUR 14.61 1.4 -45.7 -33.8
Eq. Euroland Small Cap A EU EQ LUX 08/05 EUR 149.73 6.1 21.3 -0.8
Eq. EurolandCyclclsA OT EQ LUX 08/04 EUR 18.37 3.2 14.5 -4.0
Eq. EurolandFinancialA OT EQ LUX 08/05 EUR 10.80 -4.6 2.3 -12.5

Eq. Glbl Emg Cty A GL EQ LUX 08/05 USD 9.00 -7.0 3.3 -7.3
Eq. Global A GL EQ LUX 08/05 USD 27.38 -1.7 10.1 -5.9
Eq. Global Resources A GL EQ LUX 08/04 USD 110.22 0.9 15.2 -6.1
Eq. Gold Mines A OT EQ LUX 08/04 USD 32.76 8.1 23.1 11.8
Eq. India A EA EQ LUX 08/05 USD 137.93 5.5 19.0 6.0
Eq. Japan CoreAlpha A JP EQ LUX 08/05 JPY 7172.81 -1.1 -10.1 -9.8
Eq. Japan Sm Cap A JP EQ LUX 08/05 JPY 995.02 -7.0 -10.0 -9.9
Eq. Japan Target A JP EQ LUX 08/05 JPY 1587.96 -3.0 -11.2 -7.8
Eq. Latin America A GL EQ LUX 08/04 USD 115.94 -0.3 24.2 -4.2
Eq. US ConcenCore A US EQ LUX 08/04 USD 22.35 -1.1 12.0 -0.6
Eq. US Focused A US EQ LUX 08/04 USD 15.66 -1.3 5.6 -15.0
Eq. US Lg Cap Gr A US EQ LUX 08/04 USD 14.88 -2.5 8.0 -9.4
Eq. US Mid Cap A US EQ LUX 08/04 USD 32.43 8.5 24.7 0.1
Eq. US Multi Strg A US EQ LUX 08/05 USD 21.36 0.4 10.8 -9.2
Eq. US Rel Val A US EQ LUX 08/04 USD 20.62 0.1 9.9 -8.3
Eq. US Sm Cap Val A US EQ LUX 08/04 USD 16.50 3.4 10.4 -12.2
Money Market EURO A EU MM LUX 08/04 EUR 27.45 0.2 0.4 1.5
Money Market USD A US MM LUX 08/04 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 07/29 USD 846.99 -11.9 -10.8 -30.2
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 08/06 JPY 8641.00 -8.6 -7.4 -17.4
YMR-N Small Cap Fund JP EQ IRL 08/05 JPY 6239.00 -11.0 -12.3 -14.5

n Yuki 77 Series
Yuki 77 General JP EQ IRL 08/05 JPY 5384.00 -12.5 -16.3 -22.3

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 08/06 JPY 6229.00 -8.8 -8.1 -18.6
Yuki Chugoku JpnLowP JP EQ IRL 08/05 JPY 7426.00 -1.5 -12.1 -16.1

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 08/06 JPY 4087.00 -12.5 -14.5 -24.2
Yuki Hokuyo Jpn Inc JP EQ IRL 08/06 JPY 4881.00 -7.0 -11.2 -19.8
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 08/05 JPY 4524.00 -11.4 -13.4 -14.7

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III JP EQ IRL 08/05 JPY 3854.00 -12.8 -14.5 -25.2
Yuki Mizuho Jpn Dyn Gro JP EQ IRL 08/05 JPY 4154.00 -11.0 -14.1 -25.0
Yuki Mizuho Jpn Exc 100 JP EQ IRL 08/05 JPY 6030.00 -13.5 -12.1 -20.5
Yuki Mizuho Jpn Gen JP EQ IRL 08/05 JPY 7896.00 -8.4 -9.5 -18.0
Yuki Mizuho Jpn Gro JP EQ IRL 08/05 JPY 5792.00 -8.9 -12.4 -18.8
Yuki Mizuho Jpn Inc JP EQ IRL 08/05 JPY 7220.00 -5.4 -8.1 -19.7
Yuki Mizuho Jpn Lg Cap JP EQ IRL 08/06 JPY 4642.00 -10.5 -12.5 -21.2
Yuki Mizuho Jpn LowP JP EQ IRL 08/06 JPY 10903.00 -5.7 -11.2 -14.6
Yuki Mizuho Jpn PGth JP EQ IRL 08/05 JPY 6866.00 -13.7 -16.9 -23.5
Yuki Mizuho Jpn SmCp JP EQ IRL 08/05 JPY 6494.00 -9.0 -9.5 -12.5
Yuki Mizuho Jpn Val Sel AS EQ IRL 08/05 JPY 5229.00 -7.4 -11.9 -16.6
Yuki Mizuho Jpn YoungCo AS EQ IRL 08/05 JPY 2389.00 -12.4 -17.9 -20.6

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 08/05 JPY 4975.00 -8.2 -9.5 -18.9
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MARKETS

Top fund predictor?
Study says low fees

Low fees are likely to be the best
predictor of a mutual fund’s future
success, according to a new study
by Morningstar Inc.

The study, to be released Mon-
day, shows that using low fees as a
guide would give investors better
results than even Morningstar’s own
star-rating system, which looks at
past risk- and load-adjusted returns.
While the stars system has typically
guided investors to better results, it
isn’t as effective in predicting future
returns at times of big market
swings.

Morningstar found that in aggre-
gate, low-cost funds had better re-
turns than high-cost funds across all
asset classes, during various periods
from 2005 through March 2010.

Fees “have proven to be the
strongest predictor out there.” says
Russel Kinnel, director of fund re-
search and author of the study. “The
stars system, as a measure of past
risk-adjusted performance, is going
to be a little more limited.”

For example, domestic equity
funds in the cheapest quintile in
2005 posted average annualized
gains of 3.35% over the ensuing five
years, compared with average re-
turns of 2.02% for funds in the most
expensive quintile, according to the
study.

Under Morningstar’s ratings sys-
tem, five-star funds generally beat

one-star funds.
But there were exceptions. Five-

star international equity funds
posted lower average annualized to-
tal returns than one-star funds from
2005 through March 2010.

One reason: Many of the one-star
funds were closed during that pe-
riod so their returns weren’t fac-
tored in, while the surviving one-
star funds had generally taken big-
ger risks, reaping higher total re-
turns.

Only 74 of the 146 one-star inter-
national equity funds in 2005 sur-
vived the ensuing five years; of that
group, only 19 outperformed their
peers during that period.

When fund companies close or
liquidate mutual funds—generally
high-cost or one-star funds—they
can essentially sweep mistakes un-
der the rug.

“There really is a huge cycle of
destruction in the fund world,” Mr.
Kinnel says. “If you only look at the
funds that still exist, you signifi-
cantly understate how important
that is.”

When that survivorship bias is
factored in, star ratings turn into
better predictors, says Mr. Kinnel.
Based on Morningstar’s definition of
a fund’s “success ratio,” 53% of five-
star international equity funds in
2005 survived and outperformed
their peers over the ensuing five-
year period, compared with 13% of
one-star funds that did so.

BY JANE J. KIM

Berkshire net falls 40%
Warren Buffett-led Berkshire

Hathaway Inc. said second-quarter
net income fell 40%, as last year’s
derivative gains turned into losses.
But operating profits at the con-
glomerate soared.

Net income declined to $1.97 bil-
lion from the $3.30 billion the firm
earned in the same period a year
earlier. Operating earnings, which
exclude the derivatives portfolio and
some other investment results,
jumped to $3.07 billion, or $1,866 a
share, from $1.78 billion in last
year’s second quarter.

The 73% increase in operating
profit was driven in part by Berk-
shire’s $27 billion cash-and stock
purchase of the 77.5% of Burlington
Northern Santa Fe earlier this year
that Berkshire hadn’t already
owned. The railroad, the biggest ac-
quisition of Mr. Buffett’s long career,
added $885 million in net earnings
since the deal was completed in
February.

NetJets, which sells ownership
shares on airplanes, also helped.
The unit swung from a pretax loss
of $348.5 million in the first six
months of 2009 to a pretax profit of
$114.5 million this year. Mr. Buffett
last year replaced the company’s
chief executive with David Sokol, al-
ready the chairman of Berkshire’s
utility operations. The move fueled
speculation that Mr. Sokol is a lead-
ing candidate to succeed Mr. Buffett.

The derivatives portfolio in-
cludes $35.9 billion of notional value
in contracts tied to the performance

of four stock indexes. All four in-
dexes declined in the second quar-
ter, and last year’s $1.96 billion gain
on the so-called equity-index puts
reversed to a $1.80 billion loss.
While Berkshire is typically required
to record losses when those indexes
fall—and book gains when they
rise—the losses haven’t required
Berkshire to pay out any cash.

That is because Mr. Buffett, the
company’s chairman and chief exec-
utive, structured the contracts so he
wasn’t required to put up collateral
when markets moved against him.
The deals state that Berkshire would
only pay out when the contracts ex-
pire, beginning in 2018, if the in-
dexes are below where they started
when the company made the deals.

The structure of the equity-index
puts has caused Mr. Buffett to cau-
tion investors that the derivative re-

sult “in any given quarter or year is
often meaningless.”

The passage of the financial reg-
ulation bill last month had caused
analysts who track the stock to
worry that Berkshire could be
forced to put up collateral against
the losses no matter what the con-
tracts said.

Berkshire said in Friday’s filing
with securities regulators that the
new law wouldn’t have “a material
impact” as it likely wouldn’t apply
“to derivatives contracts that were
entered into prior to the enactment
of the Reform Act, as ours were.”

Berkshire’s insurance operations,
typically the largest portion of the
company’s business, reported a 5.8%
increase in premium revenue,
helped by its car insurer, Geico, and
a reinsurance operation run by Buf-
fett lieutenant Ajit Jain.

Investment gains surged to $381
million from $33 million a year ear-
lier in the insurance group, but the
finance segment suffered $2.18 bil-
lion in derivative losses after $2.36
billion in gains the prior year.

Berkshire posted a quarterly
profit of $1.97 billion, or $1,195 a
Class A share, compared with $3.3
billion, or $2,123 a Class A share, a
year earlier.

Per-share operating earnings,
which exclude investment gains and
losses, were $1,866, up from $1,147
a year ago and above the $1,360.44
average of analysts surveyed by
Thomson Reuters. Revenue in-
creased 7% to $31.71 billion.

—Brett Philbin contributed to this
article.

BY ERIK HOLM

Berkshire Hathaway
Quarterly profit

Source: the company
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Putting spark back in BT
CEO Livingston turns around the company’s fortunes by cutting out wastefulness and concentrating on execution

LONDON—Since he took over as CEO of
U.K. telecommunications company BT
Group PLC a little over two years ago, 46-
year-old Ian Livingston has spent much of
his time putting out fires.

When he arrived in BT’s top post, costs
at the firm were spiralling out of control,
increasing about 8% to 10% per annum. The
global services unit, which provides infor-
mation-technology systems to big compa-
nies such as Unilever PLC and Novartis AG,
was suffering hefty write-downs.

Soon, the financial downturn brought
more flare-ups: The company pension defi-
cit shot to an astonishing £9 billion ($14.3
billion) as investments were hit. BT work-
ers, concerned about their paychecks in an
unsure economic environment, later threat-
ened to strike for the first time in almost a
quarter century.

But so far Mr. Livingston has proven ad-
ept at dampening the flames.

Though the pension deficit still looms,
tied up in the U.K.’s High Court, he success-
fully slashed costs by £1.75 billion last year
and has targeted £900 million more for this
year; he whipped the global services unit
into shape in part by replacing 14 of its 16
managers; and he averted an employee
strike by offering a three-year pay deal—a
9% increase over three years—which staff
approved on Thursday.

Since he started as CEO, BT has cut more
than 30,000 jobs, the bulk of them contract
or temp workers. With expenses coming
down, BT reported net profit rose 33% to
£284 million in the quarter ended June 30.

Having established himself as cost-cutter
in chief, Glasgow-born Mr. Livingston says
BT’s wastefulness was many years in the
making. “It became a worse and worse
problem, and in order to fix a problem, you
first of all have to recognize it,” he said in
an interview in his top-floor London office,
which has a direct view of St. Paul’s Cathe-
dral and Ofcom, the U.K. telecommunica-
tions watchdog.

Mr. Livingston has set about bringing
more straightforwardness to BT’s company
culture; fittingly God and the regulator both
peer into his office window. He says BT’s
skyrocketing costs grew partly out of a lack
of openness about what was going wrong in
the business.

“Too many people pretended the prob-
lem didn’t exist,” Mr. Livingston says.
“Whether they didn’t know, or didn’t want
to know, eventually the chickens came home
to roost.”

But today, BT’s turnaround plan is in full
swing. Aside from cost cutting, the primary
focus is better execution—“Life is nine parts
execution, one part strategy,” he says—but
Mr. Livingston still faces the strategic chal-
lenge of building an engine for future
growth at BT.

Like many telecommunications compa-
nies, BT has found its initial core business,
voice telephony, in persistent decline, and
therefore has banked its future on other
ventures, such as pay-TV, broadband and IT
services.

No single BT division stands to become
the company’s definitive powerhouse for
growth, according to Mr. Livingston. “You
can’t charge just on one cylinder,” he says,
noting that BT’s disparate businesses will
each contribute to holistic growth. Asked
which of those shows the best growth pros-
pects, he replies: “I’m not a big fan of these

heart or lung questions.”
But there are a number of key initia-

tives—most notably a £2.5 billion rollout of
fiber-optic broadband to two-thirds of the
U.K. by 2015, one of world’s largest private
build-out programs for fiber—that BT has in
store. The company plans to push its global
services IT business further into booming
markets in Asia and add more U.K. customers
to its digital TV service, BT Vision.

Launched in December 2006, BT Vision
is hoping to benefit from an Ofcom ruling
earlier this year that has forced pay-TV
company British Sky Broadcasting Group
PLC to sell its Sky Sports 1 and 2 channels
to rivals at a lower fixed rate.

Previously, BT didn’t offer the sports con-
tent because it said Sky’s wholesale price
was too high, but now it is touting the chan-
nels, which air the bulk of Premier League
football broadcasts in the U.K. exclusively, in
a bid to attract new subscribers.

As a result, competing ads—with Sky and
BT each promoting respective deals on Sky
Sports—have popped up across Britain. But
Mr. Livingston refuses to call it a price war.
“We’re offering great prices,” he says. “Our
weakness was sport. We’ve closed that weak-
ness significantly.” Take-up of Sky Sports has
been “great,” he said, but declined to dis-
close the change in subscription figures.

For sure, the new sports content is cru-
cial to the success of BT Vision. Though BT
had hoped to attract two to three million
customers to BT Vision by the end of 2010,
the pay-TV service has about half a million
subscribers and will miss that goal. Sky has
9.9 million customers.

But Mr. Livingston says BT Vision will
become a scalable business. A key selling
point is its robust on-demand content li-
brary, he says. (News Corp., which owns
roughly 39% of BSkyB, publishes The Wall

Street Journal.)
These days BSkyB CEO Jeremy Darroch

is considered Mr. Livingston’s rival, but it
wasn’t always that way. Mr. Livingston
hired Mr. Darroch at U.K. electronics re-
tailer Dixons, where the two both made
names for themselves alongside Cable &
Wireless Worldwide PLC executive chair-
man John Pluthero, who was also one of Mr.
Livingston’s reports.

Mr. Livingston, who graduated from
Manchester University with an economics
degree at the young age of 19, joined Dixons
in 1991. With a qualification as a chartered
accountant and an eye for numbers, he rose
to become one of the youngest directors on
the FTSE 100 when he was appointed group
finance director at Dixons at the age of 32.

Mr. Livingston joined BT as group fi-
nance director in 2002 and took over as
CEO of BT Retail in 2005. The straight-talk-
ing Scot was given the top job at BT in June
2008, succeeding Ben Verwaayen, who had
been at the helm for more than six years.
Unlike Mr. Verwaayen, who came from the
tech and media sector, Mr. Livingston sees
himself as a retail mind—and he is trying to
drive that retailing mindset through the
ranks at BT.

“Telcos frankly tend to start too often
with the product or the corporate finan-
ciers, and not with customers,” Mr. Livings-
ton says. He admires supermarket Tesco
PLC not only for its superior understanding
of what its customers want, but also for it’s
fine-tuned execution. “Tesco is execution,
execution, execution,” he says, noting that
he hopes BT becomes for business clients
what Tesco is for supermarket customers.

“In today’s world, you really need to be a
lot more agile,” he says. But for BT to get
there, there are more changes—and cuts—to
be made: “We’ve got a lot more work to do.”

BY PAUL SONNE
AND LILLY VITOROVICH

Ian Livingston, Chief Executive of BT, at BT Centre in London, He said that too many people were pretending that the problem of massively escalating costs simply didn’t exist..

INTERVIEW

[ Ian Livingston ]

Press Association
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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 08/05 USD 10.15 -2.1 8.3 -7.9
Am Blend Portfolio I US EQ LUX 08/05 USD 11.99 -1.9 8.9 -7.3
Am Growth A US EQ LUX 08/05 USD 29.60 -5.2 8.1 -1.4
Am Growth B US EQ LUX 08/05 USD 24.74 -5.8 7.1 -2.3
Am Growth I US EQ LUX 08/05 USD 32.96 -4.8 9.0 -0.6
Am Income A US BD LUX 08/05 USD 8.84 8.4 16.3 10.5
Am Income A2 US BD LUX 08/05 USD 20.66 8.5 16.4 10.6
Am Income B US BD LUX 08/05 USD 8.84 8.0 15.5 9.7
Am Income B2 US BD LUX 08/05 USD 17.73 8.0 15.6 9.8
Am Income I US BD LUX 08/05 USD 8.84 8.8 17.0 11.2
Emg Mkts Debt A GL BD LUX 08/05 USD 16.57 10.5 21.2 13.5
Emg Mkts Debt A2 GL BD LUX 08/05 USD 22.25 10.6 21.3 13.6

Emg Mkts Debt B GL BD LUX 08/05 USD 16.57 9.9 20.1 12.4
Emg Mkts Debt B2 GL BD LUX 08/05 USD 21.30 10.0 20.1 12.5
Emg Mkts Debt I GL BD LUX 08/05 USD 16.57 10.8 21.8 14.1
Emg Mkts Growth A GL EQ LUX 08/05 USD 35.05 1.2 19.8 -3.4
Emg Mkts Growth B GL EQ LUX 08/05 USD 29.53 0.5 18.6 -4.4
Emg Mkts Growth I GL EQ LUX 08/05 USD 39.05 1.7 20.8 -2.6
Eur Growth A EU EQ LUX 08/05 EUR 7.48 6.4 15.4 -4.7
Eur Growth B EU EQ LUX 08/05 EUR 6.68 5.7 14.2 -5.7
Eur Growth I EU EQ LUX 08/05 EUR 8.19 6.8 16.3 -4.0
Eur Income A EU BD LUX 08/05 EUR 6.92 8.4 17.3 10.3
Eur Income A2 EU BD LUX 08/05 EUR 13.97 8.5 17.3 10.4
Eur Income B EU BD LUX 08/05 EUR 6.92 8.0 16.6 9.5
Eur Income B2 EU BD LUX 08/05 EUR 12.94 8.1 16.5 9.6
Eur Income I EU BD LUX 08/05 EUR 6.92 8.7 17.9 10.9
Eur Strat Value A EU EQ LUX 08/05 EUR 8.68 1.8 11.6 -10.8
Eur Strat Value I EU EQ LUX 08/05 EUR 8.92 2.1 12.3 -10.1
Eur Value A EU EQ LUX 08/05 EUR 9.32 1.3 11.8 -7.7
Eur Value B EU EQ LUX 08/05 EUR 8.52 0.7 10.6 -8.7
Eur Value I EU EQ LUX 08/05 EUR 10.81 1.8 12.6 -7.0
Gl Balanced (Euro) A EU BA LUX 08/05 USD 15.42 NS NS NS
Gl Balanced (Euro) B EU BA LUX 08/05 USD 14.95 NS NS NS
Gl Balanced (Euro) C EU BA LUX 08/05 USD 15.28 NS NS NS
Gl Balanced (Euro) I EU BA LUX 08/05 USD 15.78 NS NS NS
Gl Balanced A US BA LUX 08/05 USD 16.47 -0.1 8.3 -4.9
Gl Balanced B US BA LUX 08/05 USD 15.57 -0.6 7.2 -5.9
Gl Balanced I US BA LUX 08/05 USD 17.16 0.4 9.1 -4.3
Gl Bond A US BD LUX 08/05 USD 9.64 6.8 11.0 8.3
Gl Bond A2 US BD LUX 08/05 USD 17.10 6.8 11.0 8.3
Gl Bond B US BD LUX 08/05 USD 9.64 6.2 9.9 7.2
Gl Bond B2 US BD LUX 08/05 USD 14.89 6.2 9.8 7.2
Gl Bond I US BD LUX 08/05 USD 9.64 7.1 11.6 8.9
Gl Conservative A US BA LUX 08/05 USD 14.99 2.0 7.7 0.4

Gl Conservative A2 US BA LUX 08/05 USD 17.27 2.0 7.7 0.4
Gl Conservative B US BA LUX 08/05 USD 14.97 1.5 6.7 -0.6
Gl Conservative B2 US BA LUX 08/05 USD 16.31 1.4 6.6 -0.6
Gl Conservative I US BA LUX 08/05 USD 15.08 2.4 8.5 1.2
Gl Eq Blend A GL EQ LUX 08/05 USD 11.11 -4.7 5.9 -14.5
Gl Eq Blend B GL EQ LUX 08/05 USD 10.37 -5.3 5.0 -15.3
Gl Eq Blend I GL EQ LUX 08/05 USD 11.78 -4.2 6.8 -13.8
Gl Growth A GL EQ LUX 08/05 USD 40.24 -4.0 7.5 -14.5
Gl Growth B GL EQ LUX 08/05 USD 33.39 -4.5 6.4 -15.3
Gl Growth I GL EQ LUX 08/05 USD 44.89 -3.5 8.4 -13.8
Gl High Yield A US BD LUX 08/05 USD 4.53 9.6 25.6 11.1
Gl High Yield A2 US BD LUX 08/05 USD 10.17 9.8 25.7 11.2
Gl High Yield B US BD LUX 08/05 USD 4.53 8.9 24.3 9.8
Gl High Yield B2 US BD LUX 08/05 USD 16.25 9.2 24.5 10.1
Gl High Yield I US BD LUX 08/05 USD 4.53 9.9 26.4 11.9
Gl Thematic Res A GL EQ LUX 08/05 USD 14.84 0.7 14.5 3.9
Gl Thematic Res B GL EQ LUX 08/05 USD 12.90 0.1 13.4 2.9
Gl Thematic Res I GL EQ LUX 08/05 USD 16.62 1.2 15.4 4.7
Gl Value A GL EQ LUX 08/05 USD 10.58 -5.0 5.0 -14.3
Gl Value B GL EQ LUX 08/05 USD 9.66 -5.7 3.9 -15.2
Gl Value I GL EQ LUX 08/05 USD 11.30 -4.6 5.8 -13.7
India Growth A EA EQ LUX 08/05 USD 137.52 8.4 26.5 NS
India Growth AX EA EQ LUX 08/05 USD 120.41 8.5 26.8 13.4
India Growth B EA EQ LUX 08/05 USD 143.20 7.7 25.2 NS
India Growth BX EA EQ LUX 08/05 USD 102.32 7.9 25.6 12.3
India Growth I EA EQ LUX 08/05 USD 125.16 8.9 27.5 13.9
Int'l Health Care A OT EQ LUX 08/05 USD 127.99 -6.9 4.2 -8.1
Int'l Health Care B OT EQ LUX 08/05 USD 107.32 -7.4 3.2 -9.1
Int'l Health Care I OT EQ LUX 08/05 USD 140.51 -6.4 5.1 -7.4
Int'l Technology A OT EQ LUX 08/05 USD 110.90 0.5 18.3 -3.0
Int'l Technology B OT EQ LUX 08/05 USD 95.53 -0.1 17.1 -4.0
Int'l Technology I OT EQ LUX 08/05 USD 124.94 1.0 19.2 -2.2

Japan Blend A JP EQ LUX 08/05 JPY 5604.00 -7.0 -7.9 -18.3
Japan Growth A JP EQ LUX 08/05 JPY 5305.00 -9.7 -10.4 -19.9
Japan Growth I JP EQ LUX 08/05 JPY 5485.00 -9.2 -9.7 -19.3
Japan Strat Value A JP EQ LUX 08/05 JPY 5908.00 -3.5 -3.7 -16.6
Japan Strat Value I JP EQ LUX 08/05 JPY 6094.00 -3.0 -2.9 -16.0
Real Estate Sec. A OT EQ LUX 08/05 USD 15.09 5.2 17.0 -7.2
Real Estate Sec. B OT EQ LUX 08/05 USD 13.71 4.5 15.8 -8.1
Real Estate Sec. I OT EQ LUX 08/05 USD 16.29 5.6 17.9 -6.5
Short Mat Dollar A US BD LUX 08/05 USD 7.34 2.7 6.9 2.0
Short Mat Dollar A2 US BD LUX 08/05 USD 10.06 2.8 6.8 1.9
Short Mat Dollar B US BD LUX 08/05 USD 7.34 2.4 6.4 1.6
Short Mat Dollar B2 US BD LUX 08/05 USD 9.98 2.5 6.3 1.5
Short Mat Dollar I US BD LUX 08/05 USD 7.34 3.0 7.4 2.6
US Thematic Portfolio A EUR H US EQ LUX 08/05 EUR 15.61 NS NS NS
US Thematic Portfolio B EUR H US EQ LUX 08/05 EUR 15.60 NS NS NS
US Thematic Portfolio C EUR H US EQ LUX 08/05 EUR 15.60 NS NS NS
US Thematic Portfolio I EUR H US EQ LUX 08/05 EUR 15.61 NS NS NS
US Thematic Research A US EQ LUX 08/05 USD 8.69 1.9 10.6 -5.0
US Thematic Research B US EQ LUX 08/05 USD 7.95 1.3 9.5 -5.9
US Thematic Research I US EQ LUX 08/05 USD 9.39 2.3 11.4 -4.2

n BANC INTERNACIONAL D'ANDORRA. BANCA MORA.
Avgd. Meritxell 96, Andorra la Vella. Andorra. Ph. +376.884884 www.bibm.ad
Andfs. Anglaterra UK EQ AND 08/04 GBP 8.05 -2.4 12.6 1.4
Andfs. Borsa Global GL EQ AND 08/04 EUR 6.23 -4.2 5.6 -10.9
Andfs. Emergents GL EQ AND 08/05 USD 16.89 -2.7 13.6 -2.0

FUND SCORECARD
Europe Mid-Cap Equity
Funds that invest in equities of all sizes, which leads to a mid-cap profile, or focus solely on mid-caps. At
least 75% of total assets are invested in equities. Ranked on % total return (dividends reinvested) in U.S.
dollars for one year ending August 06, 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 Echiquier Financière de EURFRA 14.75 43.22 9.99 NS
Agenor GPF l'Echiquier

4 ASN Small </td> ASN Bank N.V. EURNLD 17.23 39.54 5.89 NS

Midcap Fonds
3 Atlantas SAGA S.A. EURLUX 13.03 37.76 5.93 4.31

SICAV Euro-Croissance
4 Kempen Sense Kempen Capital EURNLD 14.88 37.15 6.76 5.55

Management N.V.
NS Lux-Invment investor Asset EURLUX 16.69 36.36 15.95 NS

Ptnrs S-F S Inv Eqt A Management BVBA
5 Jupiter JGF Jupiter Asset EURLUX 13.42 34.17 8.89 5.47

European Grwth L € Management Ltd.
5 Schroder Schroder EURCHE 13.26 33.76 11.02 9.39

Erpn Sml Mid Cap Vlu Investment Management (CH) AG
3 123 123Venture EURFRA 7.45 32.72 3.95 1.03

Convictions
NS Athena Vega Capfi Delen Asset EURBEL 10.17 32.64 4.31 NS

Equity Acc Management
4 Oddo Avenir Oddo AM EURFRA 13.87 32.37 10.85 8.26

Europe 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 07/30 EUR 199.01 2.0 11.6 -3.2
Horseman EurSelLtd USD EU EQ GBR 07/30 USD 209.50 3.8 13.3 -2.8
Horseman Glbl Ltd EUR GL EQ CYM 07/30 USD 352.78 -4.8 -9.8 -8.0
Horseman Glbl Ltd USD GL EQ CYM 07/30 USD 352.78 -4.8 -9.8 -8.0

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

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

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

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

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

INDICES
NAV ——————%RETURN ——————

FUND NAME GF DATE CR NAV 1-WK 1-MO 1-Q 1-YR 2-YR

n ARIX ABSOLUTE RETURN INVESTABLE INDEX
Feri Institutional Advisors, www.feri.de

ARIX Composite Gross USD OT OT GBR 07/31.00 USD1402.43 7.4 -12.7 -6.5

Dollar poised
to fall further
as U.S. data
show weakness

With the U.S. recovery clearly
faltering, the dollar appears likely to
go only one way against its major
competitors: down.

Friday’s nonfarm
payrolls data for
July came in well
below economists’

estimates. The release is the most
glaring setback in a recent string of
reports that cast further doubt on
the strength of the recovery in the
world’s biggest economy for the sec-
ond half of 2010.

The chances the Federal Reserve
will deploy new measures to sup-
port the economy—mere murmurs
at midweek—have increased. Tues-
day’s rate decision and accompany-
ing statement will take center stage
in framing investor sentiment to-
ward the greenback.

Any indications from the meet-
ing that new policies are necessary
to sustain recovery will “lead the
dollar lower against the other ma-
jors,” said Hidetoshi Yanagihara,
currency strategist at Mizuho Cor-
porate Bank in New York. “This will
be a very big signal.”

Mr. Yanagihara said in addition
to policy changes, further downward
estimates for U.S. growth also
would hurt the greenback. Analysts
at Goldman Sachs on Friday down-

graded their forecast for 2011 U.S.
gross-domestic-product growth to
1.9% from 2.5%.

Late Friday, the euro was at
$1.3293, up from $1.3191 late Thurs-
day. The dollar was at 85.39 yen,
down from 85.74 yen.

Investors cut their bets against
the euro by two-thirds in the week
ended Aug. 3, according to data re-

leased Friday. Net speculative bets,
called shorts, against the euro were
at 7,300 contracts with a value of
$1.2 billion in the week, while the
previous week’s data showed net
shorts of 21,300 with a value of
$3.46 billion, according to a Scotia
Capital analysis of the Commodity
Futures Trading Commission’s com-
mitments of traders report.

BY CHRIS DIETERICH AND ROBERT FLINT

BCM’s Pusineri
is bullish on credit

Matteo Pusineri, chief invest-
ment officer at BCM & Partners,
tells The Wall Street Journal why
he believes the credit market re-
mains a strong bet.

The credit market continues to
represent a good absolute return in-

vestment and the
best in terms of risk
over return.

Our single big-
gest sector exposure

for our clients and funds remains
the financial sector—although it
needs careful watching for regula-
tory changes.

The financial sector and credit
markets performed strongly in July,
benefiting from growing confidence
over European sovereign refinanc-
ing, positive stress-test results for
European banks, clarity over the
U.S. financial reform bill and the
Basel III banking proposal, as well
as better-than-expected earnings in
both the U.S. and Europe.

The release of the stress-test re-
sults has been a positive catalyst for
markets, as the required amount of
new capital to bolster core Tier 1 for
banks is very low versus expecta-
tions. The tests have left some ques-
tions unanswered, but have signifi-
cantly increased transparency.

The new guidelines and the
broad principles of Basel III and
U.S. banking regulation have been

published. The less-severe-than-ex-
pected Basel III principles and the
lengthening of the time horizon for
their implementation are very posi-
tive for financial stocks. We believe
that the new rules are positive for
financial firms’ credit profiles.

Subordinated financials, the low-
est class of bank bonds, have out-
performed during July, although
their risk profile is decreasing,
which will affect returns.

Government bonds, the safest
form of debt, suffered little losses
despite the recent strong perform-
ance of risky assets. We are mindful
of short-term rates that continue to
drop, with two- year U.S. Treasury
bonds making new highs in price
and lows in yields—clearly high-
lighting the perceived risk for U.S.
growth.

BY TARA LOADER WILKINSON
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