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Razor burn: A flood of fancy
shavers leaves some men
feeling nicked. Page 29
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The Spanish Inquisition,
Part II. Page 12

IPhone 4
gets more
heat over
reception

Influential U.S. magazine
Consumer Reports raised
more red flags about Apple
Inc.’s popular iPhone 4, saying
its tests show a hardware de-
fect causes the device to lose
reception when held a certain
way—and calling into question
Apple’s claim that the phe-
nomenon is rooted in a soft-
ware problem.

The findings led the prod-
uct-testing watchdog to say it
can’t recommend the newest
iPhone despite otherwise high
marks. It was the first Apple
phone Consumer Reports has
failed to recommend.

Apple didn’t respond to a
request for comment. The
company said on July 2 that
reception will suffer when al-
most any mobile phone is
gripped in certain ways and
that it is sending out a patch
for a software glitch that
caused inflated readings of
signal strength.

Consumer Reports said
none of the other phones it
tested, including the iPhone
3G S and the Palm Pre, pre-
sented similar problems.

� Why Consumer Reports can’t
recommend the iPhone 4 ... 19

Sarkozy challenges allegations
PARIS—France’s President

Nicolas Sarkozy went on
prime-time television Monday
evening to fight back against
allegations that the nation’s
richest woman helped finance
his 2007 victorious campaign.

Last week, a French prose-
cutor launched a preliminary
probe into allegations that
cash belonging to Liliane Bet-
tencourt, heiress to the
founder of French cosmetics
group L’Oréal SA, was given
to Mr. Sarkozy’s UMP party
through party fund-raiser Eric
Woerth.

Mr. Sarkozy said he at-
tended two or three lunches
or dinners at Ms. Betten-
court’s house in the upscale
neighborhood of Neuilly-sur-

Seine, near Paris, but rejected
allegations of illegal financ-
ing.

“Can you imagine? I arrive
in front of other guests and I
leave with cash?” Mr. Sarkozy
said in an interview with state
TV channel France 2. “This is
slander.”

Ms. Bettencourt, whose
Neuilly home was searched by
police Monday as part of the
preliminary judicial probe,
has said she helped finance
the UMP within legal limits.

Mr. Woerth, who is also
France’s labor minister in
charge of conducting an over-
haul of the pension system,
has denied collecting Ms. Bet-
tencourt’s cash.

With two years left in his
term, Mr. Sarkozy is seeking
to distance himself from what

has become known as “the
Bettencourt affair” and a se-
ries of expense scandals that
have pushed his approval rat-
ings to record lows.

Only about a quarter of
French adults approve of his
policies, according to a recent
poll by TNS Sofres. The recent
resignations of two ministers
over expense scandals involv-
ing business jets and cigars
have done little to quell public
outcry over the wealthy.

On Sunday, Mr. Sarkozy’s
party lost one of its tradi-
tional strongholds near Paris
when a UMP candidate was
defeated in a legislative elec-
tion by a leftist-green rival.

“The president is strug-
gling to reconnect with the
French,” political analyst
Stéphane Rozès said. “At the

Sunday legislative ballot, his
supporters were a no-show.”

Mr. Sarkozy said he was
victim of a defamation cam-
paign because he was trying
to fulfill his electoral promise
of modernizing France, nota-
bly by cutting public spending
and asking the French to re-
tire later.

“I am shaking some inter-
ests, challenging some for-
tresses,” Mr. Sarkozy said.

Mr. Sarkozy said that, as
part of his effort to reduce
the budget deficit, he
wouldn’t raise taxes, but
wouldn’t scrap France’s
wealth tax either. “If we stay
on this crazy path of always
raising taxes, France won’t
have a single entrepreneur
left and France won’t have a
single consumer left,” he said.

Mr. Sarkozy said he con-
tinued to trust Mr. Woerth to
present his planned pension
overhaul to Parliament in
September. Still, the president
said he advised the minister
to drop his duties as treasurer
of the UMP to avoid any ap-
pearance of conflict of inter-
est.

Several potential conflicts
of interest have sparked out-
rage from the opposition So-
cialist Party. Mr. Woerth’s
wife was one of Ms. Betten-
court’s wealth managers until
she resigned in June. Both Mr.
Woerth and his wife deny any
conflict of interest.

—Christina Passariello
contributed to this article.

BY DAVID GAUTHIER-VILLARS

Spain’s captain Iker Casillas lifts the World Cup trophy as the team parades before hundreds of thousands of adoring football fans in Madrid on Monday following the
national side’s first ever victory in the final. Spain beat the Netherlands 1-0 in extra time in South Africa on Sunday night. Articles on pages 27 and 28.
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Golden moment for Spanish football players and fans

� President storms away from
Bastille Day celebrations ...... 4

Internet meets television.
Say hello to smart TV.
Beyond the PC: The Intel® Atom™ processor is bringing intelligence and interactivity
to TV. With broadcast, internet, full searchability and a growing world of applications,
smart TV is creating a new vision for television. Learn more at intel.com/inside.
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Barclays’s universal dilemma
Barclays shares got a much-

needed boost last week amid specu-
lation that the U.K. banking giant
was considering spinning off Bar-
clays Capital—a move that would
create significant value, according to
a Mediobanca research report. Bar-
clays may have been quick to dismiss
the speculation, reaffirming its com-
mitment to its universal bank model.
But the idea that a Barclays breakup
might be pain-free was still reassur-
ing for investors fearing the U.K.
government may force such a split.

Sadly, while the regulatory risks
are real, the costs of any such
breakup would likely be very high.

Disentangling Barcap from the
rest of Barclays would be very com-
plex, not least because they aren’t
even separate legal entities. Most of
Barcap’s positions, including deriva-
tives exposures, lie on the Barclays
Bank balance sheet. And there are
big synergies between the divisions
supporting Barcap’s business model.

First, Barcap gets cheaper funding
than it could access as a stand-alone
business. Barclays Bank’s credit-de-
fault swaps on its debt trade at 1.28
percentage points over Libor, well
below stand-alone U.S. investment
banks Goldman Sachs and Morgan
Stanley, which trade at 1.70 and 2.25

percentage points, respectively. Al-
though Barcap can rely on repo mar-
kets to fund much of its securities
business, it needs access to unse-
cured funding for its wholesale lend-
ing business. To maintain its current
double-A rating, a stand-alone Bar-
cap likely needs higher capital ratios,
hitting returns on equity.

A second area of synergy is Bar-
clays’ combined treasury book, cur-
rently £130 billion ($195.87 billion),
which is managed by Barcap. This
book is currently largely in cash or

near-cash assets, so returns are low.
But Barcap gets cheap funding for a
major trading operation, which given
the current steepness of yield curves,
is a potential source of profits. A ma-
jor source of this liquidity is the re-
tail bank, where the loan to deposit
and long-term funding ratio is cur-
rently 81%. Meanwhile, the use of
these retail deposits to provide cheap
funding to Barcap exposes depositors
to investment-banking risk.

The snag for Barclays is that the
greater the implicit subsidy between
its businesses, the more likely the
U.K. government will break it up.
Barclays may argue the universal
bank model held up well in the crisis
while some narrower banks failed.
But Chancellor of the Exchequer
George Osborne, Governor of the
Bank of England Mervyn King and
other leading U.K. policy makers
have warned against business models
that expose insured retail deposits to
investment-bank trading risks.

Barclays trades at just 0.8 times
tangible book value, a substantial
discount to European peers, largely
reflecting investor fears over regula-
tory risks. The fact that disentan-
gling the two divisions would be so
expensive shows the fears are well-
founded. —Simon Nixon

For Playboy investors:
Take the bunny and run

This may be the time for investors
to put down Playboy.

Hugh Hefner’s $5.50-a-share offer
for the shares outstanding in Play-
boy Enterprises looks generous,
pitched 40% above Friday’s closing
price and well above analysts’ valua-
tions of around $4.

It isn’t a secret that the adult-en-

tertainment business has seen better
days, particularly those outlets reli-
ant on old media. Playboy has suf-
fered net losses of $211 million in the
past two years on declining revenue.

But it remains very hard for out-
siders to gauge the company’s true
value. Recently appointed CEO Scott
Flanders is in the midst of a turn-
around, cutting costs and focusing
on licensing for growth. It will be a
while before investors get visibility
on whether that is working and what
the long-term earnings prospects
are.

It is reasonable to assume that
Mr. Hefner has a better idea. While
no longer on the board, he still holds
the executive position of chief cre-
ative officer and editor-in-chief, and
he has a voting majority of the
shares.

That said, there is no guarantee
that a deal will come through. De-
tails about the arrangements be-
tween Mr. Hefner and his apparent
backer, Rizvi Traverse Manage-
ment, are skimpy. The bid would
cost about $123 million, since Mr.
Hefner already owns about a third of
the total stock.

There is always the possibility Mr.
Hefner is trying to smoke out an-
other bidder. Indeed, Penthouse’s
owner has said it may make its own
offer. The dream of a bidding war
gives investors an incentive to hold
out for more; indeed, Playboy stock
quickly traded above the offer. But
speculation of a deal last year came
to nothing.

Investors in the bunny brand, hav-
ing enjoyed a welcome bounce,
should sell.

—Martin Peers

A BP takeover would be
a deal too far for Exxon

Even for Exxon Mobil, $48 billion
is a big number. That is the drop in
BP’s market capitalization, relative
to its peers, since disaster struck in
the Gulf of Mexico on April 20.
If–and it is a big “if”–the market has
overreacted, then Exxon could ac-
quire a world-class rival at a bargain
price.

But even assuming Exxon were
now comfortable with the risk of
catching a falling knife of epic pro-
portions, huge obstacles to launch-
ing a successful unsolicited offer re-
main.

First, even if, as a news report
suggests, the White House has given
a nod to Exxon that it is now open
season on BP, how would this play in

London, where BP is headquartered?
The spectacle of a U.S. company ac-
quiring what was the U.K.’s largest
company after the latter’s share-
price drop was helped along by po-
litical rhetoric out of Washington
might test even London’s famously
tolerant attitude toward foreign
takeovers.

The politics don’t end there. Syn-
ergies are hard to come by in inte-
grated oil mergers, except by cutting
jobs. Exxon today employs roughly
the same number of people it did
when it merged with Mobil in 1999,
effectively shedding the equivalent
of the latter’s 41,500 employees in
the meantime while profits have
soared. That wouldn’t play well on
either side of the Atlantic.

Exxon also would have to consider
another big number: $30 billion.
That is the decline in Exxon’s own
market value relative to rival Chev-
ron since announcing its last big
deal, the takeover of XTO Energy.

With investors wary already
about realizing benefits from that
last takeover, Exxon should think
twice about springing an even bigger
one on them.

—Liam Denning

Synergies are hard to come
by in integrated oil mergers,
except by cutting jobs. That
wouldn’t play well on either
side of the Atlantic.

Hugh Hefner in 1975

Associated Press

Barclays President Robert Diamond
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BP needs new leaders to counter bids

Speculators
piled into BP
shares Monday,
sending the stock
up more than 9%
in London. Their

excitement was based not on the
prospects that this week could see
a cap successfully fitted on the
leaking well but on hopes that
there may be a bid for the
company.

They could be disappointed.
Despite the recent battering of the
share price, still mired almost
40% below the level it hit before
the crisis despite Monday’s
bounce, BP still has a market
capitalization of about £75 billion
(about $113 billion). That is less
than half that of the mighty
ExxonMobil but, with the bid
premium that would undoubtedly
be demanded, it would be a big
mouthful even for that giant.

Put aside the price though and
ask what board would possibly
countenance a bid for a company
facing such uncertainties as BP.
The ultimate bill for the Macondo
disaster is, as yet, unquantifiable.
It would be a brave company that
volunteered to take on such
unlimited liabilities.

Any potential bidder would
also surely want to wait until the
various inquiries into the causes
of the oil spill had reported. Was
this a one-off occasioned by
human error or evidence of the
results of rampant cost-cutting
that might be expensive to
rectify? The first of the U.S.
investigations is due to be
completed by September. BP’s own
inquiry, the results of which it
intends to make public, should
have some preliminary findings to
release before the fall with the
final report scheduled for October.

In the meantime, the company
is seeking to raise cash through
asset sales and apparently finding
plenty of interest. But the board
cannot dismiss the prospect of a
bid further down the line. It needs

to be asking whether, in that
event, it would be well placed to
mount a defence and the answer
has to be “Not with the current
leadership.”

Neither the chairman nor the
chief executive have acquitted
themselves well in this affair.
Carl-Henric Svanberg may have
been told by his chief executive
early on in the affair that his
presence in the U.S. was not

required. If so, it was advice he
should not have heeded. It has left
him looking as if he was not up to
the job, no matter how he has
since tried to reassure investors
to the contrary.

As for Tony Hayward, the
picture of him stone-walling as he
was subjected to a congressional
grilling will linger embarrassingly
long after the well is capped. This
disaster happened on his watch
and he is going to have to pay the
price, however much he would like
the chance to try to stay long
enough to redeem his reputation.

BP now has at its helm a
couple of lame ducks. This is an
unsustainable situation and there
seems little point in delaying the

action that is required to put it
right. There are potential
successors close at hand. Paul
Anderson, the former chief
executive of BHP Billiton, who
joined the board as a non-
executive director in February, is
being talked of as a suitably
qualified successor to Mr.
Svanberg. Bob Dudley, who had
been a contender for the chief
executive’s role before it was
handed to Mr. Hayward, would be
a reassuring choice to take over
from him now. He has already
been charged with over-seeing
happenings in the Gulf of Mexico
and could continue to do so while
wearing the chief executive’s hat.

The BP board has much to
occupy it at the moment, not least
the prospect of legal actions
being launched against individual
directors. It may argue that it
would be premature to make any
changes ahead of the results of
the inquiries. Yet if a predator
were then to come sniffing around
the company, it would be too late
to change the top team.

There seems little to be gained
by not taking action soon and
much to be lost.

Take down the ring fence
The U.K.’s Conservative party

made an election pledge that the
drastic public expenditure cuts to
come would leave the National
Health Service unscathed. It is
continuing to insist that this is
the case and that the treasured

NHS. would be spared the pain to
be inflicted elsewhere. Yet there
are clearly savings to be made.

The restructuring that Health
Secretary Andrew Lansley has
announced, stripping out tiers of
bureaucracy and handing more
power to general practitioners,
should yield significant savings in
the longer term, even if there is
short-term disruption.

More immediately, the
Department of Health itself could
surely yield up some sacrifices for
the national economic health. Its
Web site lists a dizzying array of
press officers, media advisors and
speech writers. They may each be
excellent at their jobs but is it
really necessary, in an age of
austerity, to have so many people
employed in the publicity machine
rather than the operating theatre?

Kremlin seeks cash
Perhaps his timing could have

been better. Just days after ten
Russian spies had been flown out
of the U.S., President Dmitry
Medvedev decided to make a plea
for the U.S. and the European
Union to invest more in his
country.

“We need special alliances for
modernization,” said the President
in a speech to Russian
ambassadors. He listed “Germany,
France, Italy, the EU in general
and...the United States” as
preferred partners.

Tacitly acknowledging that
there are some qualms about the
business climate in Russia, the
president said “We believe in the
triumph of law and that we can
stamp out corruption...for the
success of modernization.” But
those words may not be sufficient
to quell fears of those who are
nervous about the strength of
property rights in the country or
the scale of corruption.

It is to help with the
modernization of the country’s
infrastructure that the president
is particularly anxious to secure
foreign investment. Perhaps the
ten spies would have been more
productive for the country had
they been acting as investment
advisors.

Carl-Henric Svanberg, chairman of BP, speaking at the White House last month.
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Autos

n Toyota is on the right track on
quality-control measures, an inde-
pendent body reviewing the car
maker's progress said, but sug-
gested additional steps such as
better information-sharing. The
Union of Japanese Scientists and
Engineers said Toyota's quality-re-
lated divisions could work more
closely and share information
with its legal division.

i i i

Aviation

n The British Airways-American
Airways-Iberia commercial alli-
ance is likely to be approved by
EU competition authorities Tues-
day, according to people familiar
with the case. The effort marks
the third time since 1998 that BA
and American have attempted to
get closer. U.S. regulators, who in
February granted provisional ap-
proval for the alliance, are likely
to finalize their consent in coming
days, according to people familiar
with the discussions.

n General Electric said its avia-
tion unit and a joint-venture part-
ner were picked to provide elec-
tronic systems for Commercial
Aircraft Corporation of China's
new C919 single-aisle planes. The
deal comes as the company's tech-
nology infrastructure busi-
ness—which also includes its
health-care and transportation
arms—saw an 18% drop in profit
in its latest quarter.

i i i

Banking

n Santander said Monday it will
buy Swedish bank SEB’s German
retail network for €555 million
($702 million), expanding its re-
tail-banking services in Europe’s
largest economy to include mort-
gages and deposits. Santander, the
euro zone’s largest bank by mar-
ket value, will double its German
branch network with the deal,
which forms part of its continuing
push into northern Europe in
search of growth.

n UniCredit CEO Alessandro Pro-
fumo got a lukewarm response
from Germany’s biggest listed
banks over his proposal for a pri-
vately financed €20 billion ($25
billion) bank recovery fund, which
he pitched as an alternative to a
broader bank levy proposed by
some EU politicians, people famil-
iar with the matter said. The
skepticism underlines banks' anxi-
ety as they face a raft of potential
new levies and rules.

n At Morgan Stanley, two senior
investment-management execu-
tives are leaving, six months after
Gregory Fleming joined the Wall
Street firm to oversee and re-
structure the division. Stuart Bo-
hart and Stephen Trevor, the de-
parting executives, were co-heads
of the asset-management business
until Fleming arrived in February.

i i i

Consumer products

n L’Oréal reported a 12% rise in
second-quarter sales, as its four
divisions recorded double-digit
growth. The France-based com-
pany, which makes personal-care-
products, said its performance
confirmed a recovery in the lux-
ury-products markets and that the
results were bolstered by a strong
positive foreign-exchange effect.

n Avon, the world’s largest direct
seller of beauty products, agreed
to buy closely held Silpada De-
signs, a direct seller of silver jew-
elry, for $650 million, to comple-
ment its core beauty business.
U.S.-based Avon plans to keep Sil-
pada’s management team and run
it as a standalone business with
its existing 32,000 independent
sales representatives. Avon has
about 6.2 million representatives.

i i i

Energy

n BP expected to install a new
cap on its gushing Gulf of Mexico
oil leak late Monday, a company
executive said. The company also
started up a new vessel to siphon
up to 25,000 barrels a day.

n Eni made a major oil discovery
in an exploration well located off
the coast of Angola, the Italian oil
company said. Separately, Eni CEO
Paolo Scaroni said he will sign an

agreement this month to work on
a project in Iraq with Egyptian
General Petroleum Corp.

i i i

Fashion

n Giorgio Armani, the Italian
fashion house, said its sales and
profit dropped last year amid a
consumer spending slump brought
on by the economic crisis. The
company, owned by the 76-year-
old designer, said sales fell 6% to
€1.52 billion ($1.9 billion) from a
year earlier. Operating profit tum-
bled 28% to €218 million. It didn’t
disclose net profit.

n Prada secured €360 million
($455 million) in funding via a
three-year loan with a pool of
banks, the Italian company said.
Intesa Sanpaolo unit Banca IMI
was the global coordinator of the
pool of banks, which include Ital-
ian lenders as well as local units
of European banks.

i i i

Food and beverages

n Anheuser-Busch InBev’s 50.2%
noncontrolling stake in the maker
of Corona Extra beer is legitimate,
an arbitration panel ruled, ending
a nearly two-year dispute between
the brewing giants. The ruling
puts to rest Grupo Modelo’s claim
of up to $2.5 billion in damages
against the world’s largest beer
maker by sales and creates a
smoother path for Anheuser-
Busch InBev to pursue a control-
ling stake in the Mexican brewer,
analysts said.

i i i

Insurance

n Aon, the world’s largest insur-
ance broker, agreed to buy hu-
man-resources firm Hewitt Associ-
ates in a cash-and-stock deal
valued at about $4.9 billion. The
deal will nearly triple the size of
U.S.-based Aon’s human-resources

operations, making it a $4.3 bil-
lion business by revenue. The
transaction values Hewitt at a 41%
premium to Friday’s closing price.

i i i

Investing

n Aabar Investments, the largest
shareholder in German luxury-car
maker Daimler, moved a step
closer to becoming a private com-
pany after its major stakeholder,
Abu Dhabi sovereign wealth fund
IPIC, offered to buy out smaller
Aabar shareholders.

i i i

Media

n Playboy Enterprises said its
founder, Hugh Hefner, 84, is offer-
ing to take the company private
by acquiring all the shares he
doesn’t own. Meanwhile, the
owner of Penthouse magazine said
it plans to make its own offer.

n News Corp. is expected to win
clearance from the European Com-
mission to bid for a broadcasting
frequency on Italy’s digital televi-
sion platform July 20, according
to people familiar with the matter.
Gaining access to the frequency
would allow News Corp.’s Sky Ita-
lia to compete further against
pay-TV rival Mediaset, owned by
the family of Italian Prime Minis-
ter Silvio Berlusconi. Representa-
tives for Sky Italia and Mediaset
declined to comment.

i i i

Pharmaceuticals

n Johnson & Johnson plans to
bolster its lineup of stroke-pre-
vention products by buying Mi-
crus Endovascular for about $480
million, marking the latest deal in
a neurovascular-device market
that appears to be heating up.

i i i

Property

n General Growth Properties, a
big U.S. shopping-mall company,
said it won a $500 million equity
investment from a large Texas
pension fund and still expects to
emerge from bankruptcy by Octo-
ber, as planned.

i i i

Technology

n Apple’s iPhone 4 was dealt a
further blow as Consumer Re-
ports, an influential U.S. maga-
zine, said it can’t recommend the
device to shoppers because of per-
sistent reception issues caused by
touching phone. The comments by
Consumer Reports add to a pile of
complaints about the iPhone 4’s
ability to handle voice calls.

n Facebook called “frivolous” a
lawsuit filed by Paul D. Ceglia in
the Supreme Court of New York’s
Allegany County on June 30,
claiming that he owns an 84%
stake in the social-networking
company. The New York man says
a 2003 contract he signed with
Facebook founder Mark Zucker-
berg entitles him to ownership of
the company and monetary dam-
ages. A New York judge issued a
temporary restraining order re-
stricting the transfer of Face-
book’s assets following the suit.

BUSINESS WATCH

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

Enel CEO Fulvio Conti after inaugurating the company’s hydrogen-run power plant in Fusina, near Venice. The Italian
utility is beefing up its green credentials ahead of the planned multibillion-euro sale of its renewables unit, set for the
fall. The new plant has an overall generation capacity of 16 megawatts, producing enough electricity to meet the yearly
needs of roughly 20,000 households. Enel’s investments in the plant was about €50 million ($63 million).

Reuters

In Italy, Enel opens world’s first hydrogen-run plant
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Swiss free Polanski,
reject extradition

Swiss authorities rejected a re-
quest from the U.S. to extradite
Academy Award-winning director
Roman Polanski, clearing the way
for his release 10 months after his
surprise arrest opened a new chap-
ter in a 33-year criminal saga.

The Swiss decision, and Mr. Po-
lanski’s release from custody Mon-
day afternoon in Switzerland, repre-
sents a surprising blow for U.S.
authorities who have been trying
since the late 1970s to bring him to
justice in a high-profile criminal
misconduct case.

Monday’s decision doesn’t pre-
vent prosecutors in the U.S. from
continuing to pursue Mr. Polanski,
but likely lessens the probability
that other governments would coop-
erate in extradition proceedings.

Mr. Polanski, director of films
such as “Rosemary’s Baby” and
“Chinatown,” has been at the center
of a legal drama dating to 1977,
when he pleaded guilty to unlawful
sexual intercourse with a 13-year-
old girl. Before his sentencing, how-
ever, Mr. Polanski fled to France,
where he has lived primarily since.

Last September, acting on a re-
quest from U.S. authorities, Swiss
police arrested the 76-year-old
French-Polish director when he ar-
rived in Zurich to receive a lifetime
career award at a film festival, set-
ting off a political and cultural
firestorm in the U.S. and Europe.

In December, Mr. Polanski won a
request to be moved from a Swiss
jail to house arrest in his chalet in
the Swiss resort of Gstaad, pending
a final decision on the extradition
request.

On Monday, the Swiss Justice
Ministry rejected the extradition re-
quest in a decision that turned on
the Swiss government’s inability to
determine whether Mr. Polanski had
already served the full sentence for
his crime before he fled the U.S.

Mr. Polanski’s lawyers have ar-
gued that the California judge in
charge of the case in 1977 assured
them that the 42 days served by the
filmmaker in the psychiatric unit of
a California jail was all the prison
time he should expect to see. In-
stead, suspecting that he would re-
ceive a longer term at his sentenc-
ing, Mr. Polanski fled the country.

In recent months, Mr. Polanski’s
lawyers have asked a State Superior
Court in Los Angeles to sentence
Mr. Polanski in absentia, in order to
determine whether the director had
in fact served out his sentence in
1977. But the court denied the re-
quest as long as Mr. Polanski re-
mained a fugitive.

In a statement, the Swiss Justice
Ministry said it had requested the
records of closed-door 1977 hearings
to determine whether Mr. Polanski
had effectively served his full sen-
tence, but the U.S. Department of
Justice decided in May that the re-
cords had to remain secret. As a re-
sult, the Swiss couldn’t determine
whether Mr. Polanski had already
served his full term. If so, “the pro-
ceedings on which the U.S. extradi-
tion request is founded…would have
no foundation,” said a statement
from the Swiss Justice Ministry.

Bern said no appeal to its deci-
sion was possible.

At a press conference, Swiss Jus-
tice Minister Eveline Widmer-
Schlumpf said this decision was
“not about deciding whether he is
guilty or not guilty.”

On Monday, spokeswomen for
the Los Angeles District Attorney’s
office, which originally filed the
charges against the director, and the
Justice Department declined to
comment.

The surprising decision throws
into doubt the long pursuit of Mr.
Polanski by U.S. authorities. The di-
rector, who has dual Polish-French
citizenship, has largely lived in
France since fleeing the U.S., but

France and the U.S. don’t have an
extradition treaty and France gener-
ally refuses to extradite its citizens.

Shortly after noon on Monday,
Swiss police went to Mr. Polanski’s
luxury, three-story chalet in Gstaad
to remove the electronic-monitoring
device he has worn on his ankle
since beginning house arrest last
December. Several hours later, Swiss
media reported that he had left the
house, although Swiss authorities
were unable to confirm Mr. Polan-
ski’s whereabouts. Gstaad is about a
two-hour drive from France. Mr. Po-
lanski’s lawyers in France didn’t re-
spond to requests for comment.

BY DEBORAH BALL
AND TAMARA AUDI

Mr. Polanski, who was freed Monday, at the Cannes Film Festival in 2008.
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Europe

n French President Nicolas
Sarkozy went on prime-time tele-
vision to fight back allegations
that the nation’s richest woman
helped finance his 2007 victorious
campaign. Sarkozy said he at-
tended two or three lunches or
dinners at Liliane Bettencourt’s
house in the upscale neighbor-
hood of Neuilly-sur-Seine, near
Paris, but rejected allegations of
illegal financing.
n France’s austerity drive is af-
fecting celebrations for Bastille
Day. Sarkozy has abolished the an-
nual July 14 garden party, where
the elite mix with ordinary citi-
zens. The cancellation is part of
Sarkozy’s effort to change his im-
age as the bling-bling president.

n Swiss authorities rejected a
U.S. request to extradite Roman
Polanski, clearing the way for the
his release 10 months after his
surprise arrest. The Swiss deci-
sion, and the director’s release, is
a blow for U.S. authorities who
have been trying since the late
1970s to bring him to justice for
having sex with a 13-year-old girl.

n The European Commission
proposed a package to boost con-
sumer confidence in EU financial
services in the face of the global
economic crisis. The package in-
cludes EU-wide measures to pro-
tect bank account holders, inves-
tors and policy holders in the case
of bank or insurer failure, includ-
ing expanded compensation plans
and faster payouts.

n Two Russian curators who an-
gered the Russian Orthodox
Church with a controversial exhi-
bition that included images of
Jesus Christ portrayed as Mickey
Mouse and Vladimir Lenin were
convicted of inciting religious ha-
tred and fined, but escaped prison
sentences. Both defendants said
they would appeal.

n Slovakia’s new government re-
mains opposed to a rescue pack-
age for Greece, Prime Minister Iv-
eta Radicova said after a meeting
with European Council President
Herman van Rompuy in Brussels.
The package, which was supposed
to become active July 1, has been
on hold, awaiting Slovak approval.

n The U.K.’s new coalition gov-
ernment, grappling with weak
public finances and rising health-
care costs, announced an overhaul
of the state-funded health system
that it said would put more power
in the hands of doctors and save
as much as £20 billion ($30 bil-
lion) by 2014.

n The British private-sector re-
covery that the government is
counting on to fuel growth could
be slow in coming, data suggest.
The final estimate of first-quarter
growth raised fresh worries about
the state of the private sector be-
fore the fiscal tightening was an-
nounced and data due to be re-
leased Tuesday showed house
prices, crucial to the mood of Brit-
ish consumers, rising at a sharply
slower pace in June than a month
earlier.

n The pound declined against the
dollar after Standard & Poor’s af-
firmed the country’s top-shelf
credit rating, but reiterated its
negative outlook on the U.K.,
again warning its debt level could
threaten the country’s coveted
AAA standing.

n Three British Muslims con-
victed of participating in a plot to
bomb trans-Atlantic airliners in
2006 were given prison sentences
of at least 20 years each.

n Irish Catholic youths rioted in
Belfast before mass parades by
Protestant brotherhood the Or-
ange Order, leaving more than two
dozen police officers injured.

n A British coroner opened an in-
quest into the death of the son-in-
law of former Egyptian President
Nasser, who was suspected of in-
volvement in espionage.

n In Austria, a commission has
recommended that four paint-
ings— one by Egon Schiele and
three by Anton Romako—con-
tained in a vast Vienna art collec-
tion should be returned because
they were either seized by the Na-
zis or given up against the will of
their former Jewish owners.

n Spain erupted with its biggest
fiesta in memory when its football
team returned to a jubilant nation
after winning the World Cup, giv-
ing elated Spaniards a break from
months of economic gloom and
political squabbling as nationalist
regions fought for greater auton-
omy from the central government.

i i i

U.S.

n The federal regulator of Fannie
Mae and Freddie Mac is taking
steps to recoup some of the bil-
lions that the mortgage-finance ti-
tans lost when they purchased
mortgage securities from Wall
Street banks during the housing
boom. The Federal Housing Fi-
nance Agency issued 64 subpoe-
nas to unnamed firms in an effort
to uncover misleading statements
that Wall Street banks and others

may have made when they bought
and packaged risky mortgages
into securities. Fannie and Freddie
were two of the largest investors
in those securities.

n The Obama administration,
whose deepwater-drilling morato-
rium has been invalidated by fed-
eral courts, will issue a new ban
that is intended to be in place un-
til the end of November, according
to a document provided to Dow
Jones Newswires.

n The White House, stymied by a
deficit-wary Congress, hopes to
combat unemployment by using
existing programs that haven’t
been fully implemented. Key
among them is an expiring tax
credit that rewards companies
hiring unemployed workers. The
Joint Committee on Taxation esti-
mated the program would cost $13
billion. The Treasury Department
estimates the initiative so far has
cost less, about $8.5 billion, be-
cause it hasn’t been fully taken
advantage of.

n Harvey Pekar, whose autobio-
graphical comic-book series
“American Splendor” portrayed
his unglamorous life with bone-
dry honesty and wit, was found
dead at home in suburban Cleve-
land, authorities said. He was 70.

i i i

Asia

n China’s government expanded
the requirements on officials and
their families to report personal
wealth to the state, a move by the
ruling Communist Party to combat
corruption but one that stopped
short of popular calls to make
such disclosures public.

n Chinese President Hu Jintao
said the government hopes the

trade agreement with Taiwan can
be implemented as soon as possi-
ble, as he met with Wu Poh-hsi-
ung, honorary chairman of Tai-
wan’s ruling party, in Beijing.

n South Korea’s finance minister
said the IMF should come up with
a detailed plan for tackling the
volatility that can arise from rapid
international capital flows,
thereby ensuring global financial
stability.

n North Korean military officers
and the American-led U.N. com-
mand will hold rare talks Tuesday
on the sinking of a South Korean
warship, the command said.

n Nepal’s parliament approved a
budget for the next four months
but parties failed to agree on a
new coalition government, pro-
longing the political uncertainty.

n In Indonesia, a project to re-
strict forest-clearing is turning
out to be more complicated than
expected and could leave large ar-
eas unprotected, as environmen-
talists and industry groups fight
over terms of the deal before it
takes effect in January.

i i i

Middle East

n An Israeli military report con-
cluded that flawed intelligence-
gathering and planning led to the
deadly botched raid on a Gaza-
bound flotilla. The report doesn’t
fault the commandos who opened
fire after being confronted by vio-
lent pro-Palestinian activists on
board one of the ships. Eight
Turks and one Turkish-American
were killed in the May 31 raid.

n Iraq delayed a parliamentary
session set for this week as the
impasse over who will lead the

nation drags into a fifth month.
Elections on March 7 didn’t give
any party enough seats to form a
majority. For the past several
months, the major coalitions have
been engaged in intense negotia-
tions to win enough allies to form
a government.

n Archaeologists said a newly
discovered clay fragment from the
14th century B.C. is the oldest ex-
ample of writing ever found in an-
tiquity-rich Jerusalem. The 2-cen-
timeter-long fragment bears an
ancient form of writing known as
Akkadian wedge script. It includes
a partial text including the words
“you,” “them” and “later.”

i i i

Africa

n In Uganda, bomb blasts hit
three establishments in the capi-
tal, Kampala, killing an estimated
76 people, in an attack targeting
crowds that gathered to watch the
final World Cup match. Islamic
militant group al Shabaab claimed
responsibility. A senior member of
the Somali group said the blasts
were aimed at retaliation against
Uganda for sending peacekeepers
to Somalia.

n In Zimbabwe, a judge freed on
bail a human-rights activist jailed
for weeks on allegations of pass-
ing false information on diamond-
mining violations to the interna-
tional diamond-control body. The
activist allegedly leaked reports
that accuse police and troops of
rights violations and killings in
the country’s diamond fields.

WORLD WATCH

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

A dairy farmer prepares to throw a boot during a demonstration outside the European Council headquarters. Several hundred farmers protested as European
agriculture ministers inside were discussing milk-sector reforms, including the ways that milk is produced and sold. In the past, the EU has bought milk from
farmers to artificially keep prices stable but doesn’t want to continue doing that. The protesters say such a change would hurt small farms by lowering prices.

Reuters

In Brussels, farmers protest planned milk-industry overhaul
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French President Nicolas Sarkozy and his wife, Carla Bruni-Sarkozy, arrive at
Paris’s Hotel Marigny on July 14, 2008, to attend the Bastille Day garden party.
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EU firms up plans for debt monitoring
BRUSSELS—A task force set up

to improve economic coordination
in the euro zone and avoid fresh
Greece-style debt crises said Euro-
pean Union governments with high
debts should face greater pressure
to cut budget deficits.

The proposal—from a team led
by EU President Herman Van Rom-
puy—would put more of a focus on
high debts as a warning signal than
in the past.

Several countries, including Italy,
Belgium and Greece entered the
euro zone with debt levels far above
the supposed government debt ceil-
ing of 60% of gross domestic prod-
uct.

Rather than enforce that target,
more attention was paid to keeping
annual budget deficits below 3% a
year—though no sanctions were
ever brought against governments,
including France and Germany, that
breached that limit either.

The presidential task force, con-
cluding a third meeting, said in a
communique that the new proce-
dures would start to apply from
next year.

They would need to be formally
adopted by EU governments to take
effect.

The communique set a start date

of 2011 for the so-called European
semester—a proposal of the Euro-
pean Commission, under which the
governments of member states
would share information on their
“stability and convergence pro-
grams.”

The idea goes in the direction of
allowing either partner states or a
central review body to amend bud-
gets deemed as destabilizing for the

EU before they are voted into reality
by national parliaments. However, it
falls well short of the suggestions of
the European Central Bank, which
wants far greater pre-emptive pow-
ers transferred to a central monitor-
ing body.

Other proposals from the com-
mission have called for a cancella-
tion of EU farm, fishing and other
grants for a euro-zone country that

failed to heed warnings to get its
budget deficit in line. Non-euro zone
nations such as Britain say they
wouldn’t be subject to the sanctions.

The task force’s proposals seem
headed in the same direc-
tion—though the statement wasn’t
specific about what sanctions would
be introduced.

One possible nonfinancial sanc-
tion would be to prevent an errant
country from voting in EU institu-
tions. Some officials believe that
would involve a change in EU trea-
ties, a lengthy procedure with no
guarantee that all the 27 EU nations
would agree to ratify it.

The presidency also said that “a
broad consensus” was in favor of
creating a mechanism for monitor-
ing the competitiveness of member
states. It cited a three-stage moni-
toring process including an alert
mechanism based on how countries
score on an as yet unspecified range
of key indicators; if this mechanism
triggers warning signs, a more thor-
ough examination of the situation
will be carried out. Ultimately, the
communique said, there would be
the possibility of recommendations
made within the framework of an
“excessive imbalance procedure.”

The U.K. government supports
closer economic policy oversight
within the European Union and

wants to see the Growth and Stabil-
ity Pact strengthened but won’t
agree to allow financial sanctions to
be imposed on the U.K. in the fu-
ture, Chancellor of the Exchequer
George Osborne said.

Mr. Osborne, who will attend
Tuesday’s meeting of EU finance
ministers in Brussels, also said the
U.K. government is happy to partici-
pate in stronger EU-wide macroeco-
nomic surveillance efforts.

But that cannot curtail the rights
of national parliaments, he said.

“For the U.K., this will mean that
the U.K. budget is presented first to
the U.K. parliament,” he said.

The European Commission Mon-
day separately proposed a reform
package to boost consumer confi-
dence in European Union financial
services in the face of the global
economic crisis.

“European consumers need reas-
surance that their savings, invest-
ments or insurance policies are pro-
tected no matter where in Europe
they are based,” said Michel
Barnier, Internal Market and Ser-
vices Commissioner.

The package includes EU-wide
measures to protect bank-account
holders, investors, and policyholders
in the case of bank or insurer fail-
ure, including expanded compensa-
tion plans and faster payouts.

BY GEOFFREY T. SMITH

PARIS—Every year on July 14,
France’s ruling elite mixes with
thousands of ordinary citizens in
the president’s garden to toast
Bastille Day and the birth of La
République. Not this year.

As part of his austerity drive,
President Nicolas Sarkozy has
abolished the annual garden party.
The official reason is that the
party isn’t an appropriate use of
money at a time when the
government is pushing belt-
tightening measures.

But another factor is Mr.
Sarkozy’s battle to change his
image as the bling-bling president
who spends too much time hosting
parties. With his popularity
ratings at record lows and
allegations of illegal campaign
financing—which he denies—Mr.
Sarkozy is under pressure to lead
by example.

In dumping the get-together,
Mr. Sarkozy won’t be the first
president to meddle with France’s
national day of celebration. The
country’s leaders have long sought
to transmit their own vision of the
republic to the masses through the
July 14 festivities.

“Bastille Day is a mirror which
reflects whatever image a French
president wants to create,” say
Olivier Ihl, a professor at French
university Sciences-Po Grenoble.
“Over the years, the image has
varied enormously.”

The daylong party, which kicks
off with a military parade followed
by village fêtes and fireworks, was
born out of political necessity in
the late 19th century.

In 1880, following a stinging
defeat at the hands of the
Prussians, French politicians
decided to create a day of national

celebration to boost morale.
There was debate over which

date to pick. The storming of the
Bastille prison in July 1789 was a
bloody affair at the start of the
French Revolution. However fêting
the beginning of a brutal popular
uprising was deemed too
controversial by some. As a result,
politicians plumped for July 14,
1790, a date when people from all
over France came together to
celebrate the creation of a short-
lived constitutional monarchy.

“That day no one can say that a
drop of blood was spilt, or that
there was any division amongst
the country,” concluded French
Senator Henri Martin in an 1880
speech. “It was the total unity of
France.” The Marseillaise was
selected as the official French
national anthem and a republican
tradition was born.

At first, Bastille Day had to
compete with other national days
of celebration, notably Joan of Arc
Day and May Day. However, July
14 got a boost after it was banned
following France’s invasion by
Germany during World War II,
says Mr. Ihl.

After the country’s liberation,
Bastille Day again became a
symbol of French resistance and
pride.

Politicians were quick to
harness the event to serve their
own needs. In the 1960s, France
tried to present itself as a “third
voice” by distancing itself from
both Russia and the U.S. The then-
president, Gen. Charles De Gaulle,
used Bastille Days to promote his
vision of a unified and
independent France. The
ceremonies under Gen. De Gaulle
were famed for large military
parades and grandiose speeches.

The general’s successor took a
softer line. In the 1970s, Valéry
Giscard d’Estaing presented a
younger and more inclusive image

of France. He created the Bastille
Day garden party and instigated
an annual July 14 televised
address to the people.

In the two decades that
followed, French presidents
sought to reconcile the country
with its tumultuous past and build
ties with their European
neighbors. Under President
Jacques Chirac, foreign nations
were increasingly invited to
parade down Paris’s Champs
Élysées. France’s former colonies
were also encouraged to play a
more important role in events.

In 2007 Mr. Sarkozy was
elected on the premise of a
“rupture” with past governments.
Accordingly, he did away with the
annual presidential televised July
14 interview. He also shunned the
presidential grace, which often
saw speeding tickets rescinded
and prison sentences shortened.

During the economic downturn,
the revamped July 14 celebrations
seemed out of place. Last year, his
glamorous wife, Carla Bruni-
Sarkozy, invited cameras into the
gilded presidential palace for a
private tour, while Mr. Sarkozy
welcomed guests in the garden.

Now the president can ill-afford
to publicize this glitzy existence.

“He wants to do away with this
image of bling,” says Mr. Ihl. “He
wants something more in tune
with the national mood.”

Some question whether cutting
the €700,000 ($884,380) garden
party will have any real effect on
the country’s budget. In 2008, the
French president had a €112
million annual budget to spend on
his palace, travel and staff, said
Jean Launay, a Socialist Party
politician who publishes an annual
review of the president’s
expenditures.

Canceling the garden party
“seems like a small sacrifice to
me,” said Mr. Launay.

[ Letter From Paris]

BY MAX COLCHESTER

Sarkozy storms away from Bastille fête

Jean-Claude Trichet, right, greets Spain’s Elena Salgado in Brussels
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Fancy shavers leave
men feeling nicked;
hiding their blades
J EFF Hagan, a 43-year-old in-

vestment banker in San Fran-
cisco, doesn’t need to buy an-

other blade or razor for the next
four years.

That’s because last year, tired
of trying to keep up with the cycle
of shaving-system upgrades and
price hikes, Mr. Hagan bought 100
Gillette Mach3
blades. Then he
found oil that helps
double the blades’
lifespan.

“I’m basically in-
vesting in blade fu-
tures,” Mr. Hagan
remembers telling onlookers at
Costco as they marveled at the
pile of cartridges in his cart.
“That’s my hedge against getting
forced to upgrade.”

His hoarding came just in time.
This spring, the titans of shaving,
Procter & Gamble Co.’s Gillette
and Energizer Holdings Inc.’s
Schick launched another round of
their endless duel, with systems
touting improved blades, more er-
gonomic handles and, inevitably,
higher prices.

Shaving is big business. Gillette
brings in more than $4 billion in
annual sales; Schick sees sales of
around $1 billion a year, according
to analysts’ estimates. Though the
recession hurt sales of blades and
boosted sales of cheaper dispos-
able razors, the two companies
still have a lock on the U.S. mar-
ket. Gillette commands 70% of the
razors-and-blades category, and
Schick holds about 10%, according
to market-data firm Euromonitor
International Inc.

A hardy subset of men, how-
ever, isn’t interested in playing the
game and takes extraordinary
measures to opt out.

“I’m a full-on capitalist, but
there’s a little bit of ‘sticking it to
the man’ here that I enjoy,” says
Mr. Hagan of his stockpile of
Mach3 blades, which Gillette
launched 12 years ago.

New razors have been fodder
for parody for more than a quar-
ter century. In 1975, the inaugural
episode of “Saturday Night Live”
included a mock commercial for a
three-blade razor with the slogan,
“Because you’ll believe anything.”

The introduction of Gillette’s
Fusion razor, kept secret until its
debut in 2005, was eerily pre-
dicted the year before by the sa-
tirical Onion newspaper, which ran
a fake memo from a shaving exec-
utive bragging about besting a
competitor’s four-blade razor by
making one with five.

This time, razor makers are
claiming breakthroughs in design.
Gillette touts its Fusion ProGlide’s
ergonomic grips, its ultrafine cut-
ting edge and a “snow-plow
guard” that moves around the
shaving cream. It goes for $16.99
per four-pack of basic cartridges,
about a 15% premium to regular
Fusion blades.

A four-pack of blades for

Schick’s new Hydro—with a hy-
drating “reservoir”—runs $11.49,
about 5% more than Schick’s pre-
mium Quattro blades.

The companies know they’re
pushing the bounds of credulity.
“When we talk to guys, we hear
them say, ‘It’s all a bunch of
hype,’” says Gillette spokesman
Damon Jones. “Our strategy was
to tackle the skeptics head on,”

giving away hun-
dreds of thousands
of free ProGlide ra-
zors around the
launch last month.

“As we enter
into any innova-
tion, obviously

there’s a level of skepticism,” says
Dan Kinton, senior brand manager
for Schick’s Hydro.

Allan Neibart believes better
versions were made decades ago.
Despite occasionally suffering
deep gashes, he swears by the
close shave delivered by his 1958
gold-plated Gillette toggle razor,
bought for about $260 in an eBay
auction.

The concentration required for
a bloodless shave has produced a
relaxing morning ritual for Mr.
Neibart, a 52-year-old real estate
developer in Allentown, Pa. “They
keep trying to improve something
that they already had perfect,” he
says.

Fearing Gillette would discon-
tinue the Platinum Plus blades he
needs, Mr. Neibart spent the past
three years buying packs every
time he found them. He’s now
stocking about $1,000 worth. “I’m
shaving with a dinosaur, but now
I’m set if it goes extinct,” he says.

Steven Schimmel, owner of
Pasteur Pharmacy in Manhattan,
says he quadrupled sales in his
shaving aisle by carrying hard-to-
find products like British shave
creams, badger-hair brushes and
safety razors. He sells eight
brands of double-edge blades, in-
cluding Gillette’s 7 O’Clock blades,
bought from a dealer in India.

While the latest advances in
shaving remain big sellers on
Drugstore.com Inc., unit sales of
hard-to-find blades including the
Schick Injector and Wilkinson
Sword increased in 2009 over the
year before. Drugstore.com regu-
larly lobbies blade-makers to
maintain their inventories.

Gillette says it continues to do
regular production runs of its ex-
isting shavers. “We monitor sales
to be sure we meet that demand,”
says Schick’s Mr. Kinton.

Brian Crowell says he has
driven up to 32 kilometers to find
a store that stocks two-bladed
Gillette Good News disposable ra-
zors, introduced in 1976.

“If these disappear one day, I
will be devastated,” says Mr.
Crowell, a 44-year-old professional
golfer in Bedford Hills, N.Y.

He, too, keeps a stash at home.
But he keeps it secret, lest his
wife or daughters snag one. “I’m
uncomfortable revealing my hiding
spot,” he says.

Mr. Crowell attributes his abil-
ity to achieve a good shave with a
basic blade to his strong putting
game. “People who have a good
feel for the contours of the put-
ting green don’t need a fancy ra-
zor,” he says.

As blades grow more expen-
sive, they are increasingly kept
under lock and key. A frustrating
attempt to find a drug-store em-
ployee to unlock the blades case
prompted Nick Meyers to give up
his four-bladed Schick Quattro
several months ago.

“It’s easier to buy uranium,”
Mr. Meyers says. “They’re so ex-
pensive, they have to keep them
locked up, and that’s when I real-
ized what a gimmick all of it is.”

Now, the 51-year-old financial
planner in Cherry Hill, N.J., is
searching for a new shave. He en-
joys lathering up with a badger-
hair brush and wielding a double-
edge blade, but it’s so time-con-
suming he does so only on week-
ends.

Mr. Meyers is considering in-
vesting in a supply of Gillette’s
two-blade Sensor Excel, intro-
duced in the U.S. in 1994, which he
used years ago. “Frankly, that
gives a beautiful shave,” he says.

BY ELLEN BYRON

Steven Schimmel, owner of New York’s Pasteur Pharmacy, which carries
specialty shave products, keeps the Merkur razors, below, beneath the register.
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ONLINE TODAY: See a video about
Pasteur Pharmacy’s specialty shav-
ing gear at WSJ.com/US
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EUROPE NEWS

Russian court
fines curators
over art show

MOSCOW—In a closely watched
case of censorship backed by the
Russian Orthodox Church, two
prominent Russian curators were
convicted Monday of inciting reli-
gious hatred by staging an art exhi-
bition that included an image of
Jesus Christ appearing to his disci-
ples as Mickey Mouse.

But a Moscow court ordered the
curators to pay fines rather than
serve three-year prison terms de-
manded by the prosecution.

The 14-month trial’s outcome
displeased both sides: The curators
said it advanced a return to Soviet-
era cultural censorship with rules
now dictated by a conservative, po-
litically powerful church. Orthodox
Christian activists voiced anger that
the defendants avoided prison, and
a church official said the fines, to-
taling the equivalent of $11,340,
were too low to dissuade new artis-
tic offenses against the Christian
faithful.

Both defendants, Yuri Samo-
durov, 58 years old, and Andrei Yer-
ofeyev, 54, said they would appeal
the verdict, which condemned what
Judge Svetlana Alexandrovna called
their “cynical, devil-may-care atti-
tude to the religious feelings of Or-
thodox believers.” She said she took
the men’s ages and families into ac-
count in deciding against prison.

Their 2007 exhibit, titled “For-
bidden Art,” highlighted the theme
of censorship in post-Soviet Russia
and comprised works banned from
shows at major Russian museums.
Although religion was not central to
the theme, it quickly became the fo-
cus of controversy. The works in-
cluded the Mickey Mouse image and
another depicting the crucified
Christ, his head replaced by the Or-

der of Lenin medal, the Soviet
Union’s highest award. A few days
after the works went on display, a
group of altar boys defaced some of
them and the exhibit closed. An ul-
tra-nationalist Orthodox Christian
group, the People’s Assembly, filed
suit and, backed by a church hierar-
chy that claims more than 100 mil-
lion followers, pressed the state to
prosecute the curators over objec-
tions by the minister of culture and
the country’s leading artists.

Rival groups of demonstrators
scuffled briefly outside court Mon-
day. Religious activists chanted
“Disgrace! Disgrace!” The defen-
dants’ backers responded with
shouts of “Bravo!” and “Freedom!”

Mr. Yerofeyev, former curator of
contemporary art at the Tretyakov
Gallery, called the verdict “a loss to
obscurantists.” Speaking to Interfax
news agency, he added: “Savagery
has won.”

Mr. Samodurov, who headed the
Sakharov Museum when it displayed
the exhibit, had apologized to
church authorities for any offense to
Christians but defended the right of
artists to use religious symbols in
their work. The Mickey Mouse as
Jesus painting, he said, was meant
to illustrate the confusion in the
mind of a child who hears about the
Bible from his parents while watch-
ing cartoons.

“The verdict negates the secular
nature of Russia’s constitution,” he
said, by affirming the state’s author-
ity to enforce religious standards in
secular spaces, such as museums,
“that are not a believer’s business.”

Church officials said last week
that a guilty verdict and a fine
would be sufficient. But Achiman-
drite Tikhon Shevkunov, executive
secretary of the Patriarch’s Council
on the Arts, told Interfax that the
fine imposed Monday was “purely
symbolic,” not enough to discourage
what he called “the next phase of
this foul pastime.”

Oleg Kassin, head of the religious
group that initiated the case, also
called the sentence too light and
said he would consider suing the cu-
rators on the additional charge of
hooliganism.

BY RICHARD BOUDREAUX

Associated Press

Yuri Samodurov, left, and Andrei Yerofeyev hear the court verdict on Monday.

The defendants avoided
prison but claimed Soviet-
style censorship over work
that angered church groups.
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Pakistan and Australia begin
a two-match Test series on
Tuesday at Lord’s in London.

Since its demoralizing
whitewash defeat in Australia
in January, Pakistan has made
some radical changes and
added a number of youngsters
to its squad. Revenge will
certainly be on the minds of
Pakistani, which can be backed
at 11/2 to win the opener.
Australia is favorite at 21/20.

Pakistan will miss the
experience of batsman Younis
Khan, unable to reclaim his
place after his ban, but the
bowling attack looks solid and
will welcome back the pace of
Umar Gul. However, all eyes will
be on Mohammad Aamer who
took three wickets in the two
recent Twenty20 matches
against Australia. Mr. Aamer
looks a good shout to be
Pakistan’s top bowler at 11/4
with William Hill and Bet365.

The experienced trio of Ricky
Ponting, Michael Hussey and
Michael Clarke will be the key
to the Baggy Greens’ chances,
while relying on colleagues
Mitchell Johnson, Ben
Hilfenhaus and Doug Bollinger
to take the wickets. Although
Mr. Bollinger has played just
eight tests, he has taken 39
Test scalps, including 5 for 28
against New Zealand in March.

Australia has played three
Tests at Lord’s in the past 10
years, winning two, both
against England. Overall, Mr.
Ponting’s side look a good bet
to add to that and should be
backed to do so at the 21/20
available with Stan James.

Tip of the day

3.18

Source: Associated Press

Pakistan’s Mohammad Aamer
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South Africa has big goals
After successful World Cup, officials have set their sights on hosting the summer Olympics

JOHANNESBURG—South Africa
defended itself against criticism
about violent crime, disruptive labor
strikes and lackluster organization
ahead of the 2010 World Cup. Now
the country is winning widespread
praise after a successful tourna-
ment, boosting its ambitions to host
other major sporting events.

“It’s not the safest country and
this was our problem,” said Franz
Beckenbauer, a member of FIFA’s ex-
ecutive committee who was one of
the people who acknowledged the
challenges South Africa was facing
in hosting the World Cup, which
ended Sunday with Spain’s 1-0 de-
feat of the Netherlands. “But this
organizing committee, with help
from FIFA, has done a very good
job,” said Mr. Beckenbauer, who won
Cups as both a player and coach.

Absent from international com-
petitions for most of the apartheid
era due to sanctions, South Africa is
just beginning to build a track re-
cord of staging sporting events. Part
of that entails showing off infra-
structure, winning over visitors and
reversing what many describe as an
image problem.

“The general view is that South
Africa has done an excellent job in
staging the World Cup. There have
been far fewer, if any, issues than
were expected,” said Michael Payne,
former chief marketing officer of
the International Olympic Commit-
tee. “The fact that they have proved
they can do this will be a very good
calling card to go after other
events.”

Indeed, South Africa has been so
encouraged by the response to the
World Cup here that officials have
set their sights on hosting the sum-
mer Olympics in 2020, possibly in

the city of Durban. On Saturday,
President Jacob Zuma met Jacques
Rogge, who heads the International
Olympic Committee.

“This has proved to the world
that we are capable of hosting any
international event. We have the re-
sources and infrastructure,” Mr.
Zuma said.

On Monday, Gideon Sam, the
president of South Africa’s Olympic
committee said his country will con-
sult with the government over a
possible bid for the 2020 or 2024
Games, the Associated Press re-
ported. Cape Town bid unsuccess-
fully for the 2004 Olympics.

South Africa may have been the
first World Cup host to be knocked
out after the first round, but that
didn’t appear to have diminished in-
terest in the event. Stadium atten-
dance passed the three million
mark, only the third time the World
Cup has topped that figure, accord-
ing to FIFA, the global football fed-
eration. (South Africa still lags be-
hind U.S. in 1994 and Germany in
2006 for average attendance.)

To be sure, the World Cup hasn’t
swept South Africa’s problems away.
The country is burdened with a
bulging underclass—unemployment
hovers at 25%—and violent crime
remains a threat. Meanwhile, labor
unrest poses a constant threat to
event planners. The country en-
dured a transportation strike just
before the World Cup and South Af-
rica’s leading electricity supplier
narrowly averted a work stoppage
during the tournament.

And there were a few significant
organizational glitches for fans. A
lack of public transportation caused
massive traffic jams. On Wednesday,
congestion at Durban’s new airport
caused hundreds of people, includ-
ing a handful of FIFA executives, to
miss Spain’s semifinal 1-0 defeat of

Germany. Stadium-security workers
also went on strike at four stadiums,
prompting South Africa’s police to
assume security duties.

Still, South Africa is winning im-
portant converts. It previously
staged successful rugby and cricket
championships, and stepped in to
host last year’s Indian Premier
League cricket tournament, after it
was moved amid tensions during In-
dian elections. FIFA President Sepp
Blatter said last week that if it can
host a World Cup it can certainly or-
ganize the summer Olympics.

“Africa can be proud to have or-
ganized this World Cup. South Af-
rica can be even prouder,” Mr. Blat-
ter said during a briefing in
Johannesburg Thursday.

As the first World Cup to be
hosted by an African country, this
has very much been the continent’s
tournament. Many Africans have ex-

pressed hope that the continent as a
whole will benefit from the mainly
positive coverage of sport’s most-
watched spectacle. After 2016, Af-
rica will be the only continent not
to have hosted an Olympic Games.

“This has given a major lift to
African football, not just because
South Africa hosted but because
Ghana did so well,” said Neil Arm-
strong-Mortagbe, president of the
Ghana supporters club and a consul-
tant for the Ghana Football Associa-
tion. Ghana was the only African
team to reach the final group of
eight.

Meanwhile, World Cup sponsors
have used their presence in South
Africa to target consumers from
Cape Town to Cairo.

For Visa, which is also a top
level Olympic sponsor, the move
was part of efforts to open new
markets in the developing world
and in countries where the Olympic
sports are far less popular than
football such as in Africa, the Mid-
dle East and South America. In an-
ticipation of the World Cup, Visa
was able to get its cards accepted
with 14,000 merchants and in 200
malls across South Africa. Visa
signed an eight-year, $180 million
deal to become FIFA’s exclusive
world-wide banking partner in 2007.

“In an emerging market, you’re
trying to build an acceptance type
of infrastructure and an event like
this helps accelerate that,” said An-
tonio Lucio, Visa’s chief marketing
officer. “If the Olympics or the
World Cup come to Africa, we’ll be
there.”

For some major brands, there is
an expectation by customers they
will sponsor the world’s biggest
sporting event and the business
payoff is expected later. “The World
Cup will come and go. The real test
will be what happens after,” said
Don Thompson, president of Mc-
Donald’s Corp., which has more
than 130 restaurants in South Af-
rica.

For many who associate Africa
with war, poverty and AIDS, South
Africa’s World Cup has shown an-
other side to the continent. The
country boasts a transparent de-
mocracy, a rich class of consumers
and a nationwide network of roads.

Now South African officials want
to parlay that success into an Olym-
pics bid, in part to find a use for the
many stadiums that were built to
host the World Cup.

BY ROBB M. STEWART
AND MATTHEW FUTTERMAN

Fans arrive at the Soccer City stadium before the final on Sunday, in which Spain defeated the Netherlands 1-0 to capture its first World Cup.
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‘This has proved to the
world that we are capable of
hosting any international
event.’ — Jacob Zuma
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U.K. to revamp health system
Coalition leaders plan to cut NHS bureaucracy, give doctors more sway in budget decisions

The U.K.’s new coalition govern-
ment, grappling with weak public fi-
nances and rising health-care costs,
announced an overhaul of the state-
funded health system that it said
would put more power in the hands
of doctors and save as much as £20
billion ($30.12 billion) by 2014.

The revamp essentially involves
cutting huge swaths of bureaucracy
and reinvesting the savings in ur-
gent health-care services. As a re-
sult, the government said, it will still
increase National Health Service
spending in real terms every year
for the next five years.

In one of the biggest changes, the
government said it plans to elimi-
nate a layer of financial managers
and ask doctors instead to decide
how the bulk of the National Health
Services’ £105 billion annual budget
should be spent.

A central committee will allocate
budgets to groups of general practi-
tioners in each region, who will de-
cide how the money is spent on the
local population.

The government didn’t say how
many management jobs will be cut,
but said the plan would reduce man-
agement costs by more than 45%
over the next four years.

In a 60-page document outlining
the overhaul, the government said
the changes “will cause significant
disruption and loss of jobs…but it
has rapidly become clear to us that

the NHS simply cannot continue to
afford to support the costs of the ex-
isting bureaucracy; and the govern-
ment has a moral obligation to re-
lease as much money as possible
into supporting front-line care.”

The NHS says it has more than
1.3 million employees.

Health-care experts called the
plan one of the biggest shake-ups in
the NHS’s 62-year history. “It is a
very radical program. We have never

seen anything like this since the in-
ception of the NHS in 1948,” Chris
Ham, chief executive of the King’s
Fund, a health-care think tank, told
BBC television. He said giving gen-
eral practitioners more control over
finances could lead to better patient
care, but cautioned that not all doc-
tors want the extra responsibility, or
have the necessary management or
financial skills.

The government said it plans to

change the way the health system
pays drug companies, “moving to a
system of value-based pricing.” It
didn’t elaborate on what this means.
Currently, the U.K. government
doesn’t set prices but caps the
amount of profit that drug compa-
nies can make on sales to the NHS. A
government body reviews the effi-
cacy of each new drug, along with
its company-set price, to determine
whether the NHS will pay for it.

BY JEANNE WHALEN

Prime Minister Cameron, center, and Health Secretary Lansley, left, speak with nurses at a hospital in London on Monday.
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Doubts over private sector grow
LONDON—There were more

signs Monday that the U.K.’s pri-
vate-sector recovery the coalition
government is counting on to fuel
growth could be slow in coming.

Recent surveys have already sug-
gested the government’s plans to
slash spending and raise taxes is
hurting confidence. The final esti-
mate of first-quarter growth raised
fresh worries about the state of the
private sector before the fiscal
tightening was announced and data
due to be released Tuesday showed
U.K. house prices—crucial to the
mood of British consumers—rising
at a sharply slower pace in June
than a month earlier.

Prime Minister David Cameron
and Chancellor of the Exchequer
George Osborne have made their
central economic argument that the
U.K. must deal with its huge budget
deficit or risk a downgrade to the

country’s triple-A credit rating and
eventually a Greek-like debt crisis.
Crucially, they have argued that
tackling the budget deficit, which
reached £155 billion ($232 billion) in
the last financial year, will improve
private-sector confidence and that
job losses in the public sector will
be more than offset by growth—
and job creation—from private busi-
nesses.

By contrast, the opposition La-
bour Party has argued that spending
cuts should be delayed until 2011,
giving the private sector more time
to find its strength. The pressure on
the government to rein in spending
came from Standard & Poor’s Rat-
ings Services, which on Monday
kept a negative outlook on the
United Kingdom’s triple-A rating.

While Monday’s estimate of
gross domestic product showed un-
revised growth of 0.3% on the quar-
ter and 0.2% on the year, the details
weren’t cause for optimism.

The Office for National Statistics
raised its estimate of the contribu-
tion government spending made to
growth in the first quarter, with the
public-sector expenditure growing
by 1.5% in the new figures versus
the 0.5% reported previously. Pri-
vate consumption—household ex-
penditure—fell 0.1% despite a 0.4%
increase in real disposable incomes.

Retail figures due to be released
on Tuesday showed a rise in spend-
ing in June compared with May, al-
though the British Retail Consor-
tium attributed that mostly to good
weather and discounting.

U.K. house prices also rose at a
sharply slower pace in June from a
month earlier—and at the lowest
pace since July 2009—as the num-

ber of new properties coming on to
the market increased, but the num-
ber of new buyer inquiries fell for
only the second time since the end
on 2008, the Royal Institution of
Chartered Surveyors said in a report
Tuesday.

Monday’s GDP data revealed two
other key points. Revisions to past
figures showed the recession took
an even greater toll on the economy
than previously thought—knocking
6.4% off output versus the 6.2% pre-
viously reported.

Meanwhile, the first-quarter ex-
pansion was subdued by a signifi-
cant worsening in the U.K.’s net
trade position in the first three
months of the year as imports grew
and exports fell 1.7% despite the

weaker pound.
That figure again suggests that

the export-led recovery of the type
that pushed the U.K. out of the last
recession in the early 1990s remains
far off.

Howard Archer, chief European
and U.K. economist at IHS Global In-
sight, said the prospects for the re-
covery remain shaky.

“Indeed, we suspect growth will
be both bumpy and gradual over the
coming months in the face of seri-
ous headwinds, including major fis-
cal tightening increasingly starting
to impact, the problems in the euro
zone and serious constraints on
consumers,” he said.

—Ilona Billington
contributed to this article.

BY LAURENCE NORMAN
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*Business investment, including inventory drawdown or replenishment
**A rise in imports will decrease overall GDP.
†The balance represents the proportion of surveyors reporting a rise in house prices exceeded the
proportion reporting a fall.
Sources: The Office for National Statistics (U.K. economy); The Royal Institution of Chartered Surveyors
(housing price balance)

Awkward growth
The government was a major contributor to the U.K.'s
growth in the first quarter.
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Government
will continue
plans for levy
and pay rules

LONDON—The U.K.’s new coali-
tion government will stick to its
plans for bank taxes and new remu-
neration rules, a Treasury minister
was due to say Monday.

In a speech at the British Bank-
ers’ Association annual dinner late
Monday, Mark Hoban, the financial
secretary to the Treasury, will an-
nounce the government is to publish
Tuesday a consultation paper on the
bank levy announced in last month’s
budget.

He is also due to say the govern-
ment is still considering an addi-
tional financial activities tax on
profits and remuneration and that
the Treasury will ask the Financial
Services Authority to consider fresh
rules on bank pay and bonuses.

“We will explore the costs and
benefits of a financial activities tax
on profits and remuneration, and we
will ask the FSA to examine further
options in the forthcoming review
of its remuneration code,” he is due
to say, according to extracts of the
speech.

Chancellor of the Exchequer
George Osborne announced in his
emergency budget on June 22 that
his government will introduce a levy
on larger banks’ balance sheets from
January 2011. The tax is expected to
bring in more than £2 billion ($3
billion) a year over the next few
years.

Tuesday’s publication of the con-
sultation paper will give the first
details of the plans and will allow
the industry time to submit their re-
sponses. It is expected the govern-
ment will legislate on the bank levy
toward the end of the year.

In his remarks, Mr. Hoban
planned to insist the U.K.’s banking
sector could rebuild its public repu-
tation if it takes the lead on issues
like reform of bank pay and bonuses
and ensures that healthy smaller
businesses can get the access to fi-
nance they need.

“It is in the hands of banks
themselves to determine the new
role they will play,” he is due to say.

However speaking on behalf the
financial industry, BBA Chief Execu-
tive Angela Knight, was expected to
push back at the government over
the bank levy and tighter rules on
pay and bonuses. “Banking is an in-
ternational industry operating out
of the U.K. This industry sells
around the globe but pays tax and
creates jobs here,” she is due to say
according to a text of her remarks.

“It requires international agree-
ments on the framework in which it
operates if its competitiveness is
not to be harmed. Bank levies and
pay structures are international is-
sues. Minister, there is no interna-
tional agreement on either bank lev-
ies or pay structures,” Ms. Knight is
expected to say.

She will acknowledge continued
hostility among the public to the
banks, although she is due to say
bankers may now be “a little more
popular than the English team”
which flopped in the recent World
Cup.

Ms. Knight was set to press the
government over its broader reform
plans for the sector, including the
creation of a new banking commis-
sion that has a year to report on is-
sues like whether to split up retail
and investment banks.

BY LAURENCE NORMAN
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C-SUITE: MANAGEMENT

Eskom’s new chief builds power base
CEO Brian Dames must wrestle unions, massive debt to ensure South Africa avoids repeat of 2008’s power cuts

JOHANNESBURG—Brian
Dames, appointed this month as
the new chief executive of South
African electricity provider Eskom
Holdings Ltd. and charged with
keeping the lights on during the
World Cup, could almost be a cen-
tral character in one of the mys-
teries he admires.

The 45-year-old executive is
trying to unravel a conundrum
critical to the country’s $287 bil-
lion economy: How to keep Af-
rica’s dominant supplier of elec-
tricity profitable amid labor
unrest and steep financing needs
in the years ahead. It’s not exactly
“The Da Vinci Code,” but matters
of darkness and light probably do
ride on his actions.

He has had early success.
Unions threatened strikes over
wages during the World Cup. The
games are now over, the lights
stayed on and unions said they
plan to sign a new wage deal this
week.

Mr. Dames dove into nitty-
gritty of the latest labor negotia-
tions and while he continues to
navigate the unions, he must fig-
ure out how to find 190 billion
rand ($25 billion) to fund much
needed power stations. Any mis-
steps and the country could still
be thrust into outages. Two years
ago, shortages caused rolling

blackouts and crimped the coun-
try’s industrial growth.

Mr. Dames says he’s aware of
the stakes and the ebbing public
confidence in Eskom, which swung
to a profit of 3.6 billion rand on
71.2 billion in revenue for the fis-
cal year ended March 31. “We
have let the country down, and
now we have to restore the trust
and confidence of customers,” he
said in an interview in his Johan-
nesburg office.

Mr. Dames became Eskom’s
chief executive amid a messy dis-
pute with his predecessor. Last
November, the company’s CEO and
chairman departed because of a
dispute over direction. Former
Chief Executive Jacob Maroga is
challenging his dismissal in court.

He joined Eskom in the late
1980s as a nuclear physicist at its
only nuclear power plant and won
his spurs managing a coal-fired
power station. Mr. Dames devel-
oped a knack for successfully run-
ning power stations amid cash
and coal shortages. After the roll-
ing blackouts in 2008, he central-
ized a monitoring system that
tracks energy flows and coal
stocks at individual plants, telling
executives now, for instance, the
power being generated at each
plant.

The detail-oriented move-fast
approach helped him land the
CEO’s job. “We learned our lesson
that leadership is not possible
without managers focusing on de-
tails,” said Eskom Chairman Mpho
Makwana.

Mr. Dames will need those
skills in his new job. Higher rates
and uncertain power supplies are
angering South Africa’s workers
and squeezing some of it biggest
industries, including mining
groups that have been forced in
the past to slow or suspend pro-
duction. Electricity prices will rise
by roughly 25% a year over the
next three years and Eskom hasn’t
ruled out additional increases.

Eskom must support its expan-
sion and draw foreign investors to
its projects. Public Enterprises
Minister Barbara Hogan, who
oversees government-owned en-

terprises, said: “The challenge of
closing the funding gap for the
build program remains a priority.”

She says Eskom must be open
to partnerships with independent
power producers in the years
ahead.

But labor issues could be his
most pressing challenge. Eskom
earlier this month disclosed hefty
increases for managers, including
Mr. Dames who received a 10.6%
increase plus bonus that boosted
his pay by 91% from a year ago.
That prompted a heated exchange
with unions and demands for bet-
ter pay for workers. A spokesman
says the management bonuses
were needed to retain their skills.

Still, Eskom was forced to

sweeten the deal for labor. In
early July, it offered unions a 9%
pay rise and a 1,500 rand a month
housing allowance, up from its
1,000 rand a month offer. Mr.
Dames held meetings with the
heads of the unions to try to re-
solve the dispute.

“He didn’t make promises and
was cautious, but he opened a line
for the union leadership to di-
rectly communicate with him after
that,” said Dirk Hermann, deputy
general secretary at union Solidar-
ity. “Previous CEOs had not done
that as much.”

The three bargaining unions
said members voted to accept the
offer but a signing date still needs
to be set and a few conditions,

such as limiting the agreement to
one year, need to be discussed be-
fore the settlement is finalized.

The extra costs of the settle-
ment—totaling 480 million
rand—will force Eskom to cut cor-
ners at its central office and leave
vacancies open, said Bhabhalazi
Bulunga, managing director of hu-
man resources. Some of the 25% a
year electricity tariff increase will
be used to fund the new labor
deal, he said.

Meanwhile, Mr. Dames is pre-
paring for more twists in Eskom’s
plot. “Above funding and building
and becoming more efficient, we
need to look at 10 years from
now,” he says. “And be ready for
it.”

BY DEVON MAYLIE

The lights stay on as Soccer City illuminates the night sky as locals in South Africa watch the World Cup on television
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CEOs battle the return of discretionary spending
Chief executives who cut

discretionary spending during the
recession are pushing to keep
those expenses from creeping
back, underlining executives’
continued conservatism even as
business rebounds.

Deloitte LLP’s CEO is monitor-
ing travel costs and urging em-
ployees to conduct “virtual” meet-
ings. Computer Sciences Corp. is
requiring managers to get higher-
level approval for new office-
space leases. Duke Energy Corp.
is making employees print on each
side of a sheet of paper.

Executives say they learned
during the recession that their
companies could function
perfectly well with lower levels of
spending on travel, supplies and
office space. With the economic
recovery still slow, executives are
eager to keep costs down where
they can, partly so they can

allocate scarce cash to higher-
priority areas, such as
compensation for recession-weary
staff or research and
development.

Deloitte last year cut spending
in half on “nonclient” travel, or
trips that aren’t to meet clients.
But earlier this year, Deloitte CEO
Barry Salzberg noticed that
spending on flights and hotels
starting to creep up; employees
were eager to start traveling
more. “We are getting concerned
that people have a very positive
outlook and therefore that
translates into, ‘I can meet with
you live, I can travel more,’” says
Mr. Salzberg.

To thwart the cost-creep,
Deloitte is reminding employees
of its travel policies in electronic
newsletters when it sees costs
rising. Executives discourage
employees from traveling to
meetings that are expected to last
less than eight hours, and

recommends using video and Web
conferencing when possible.

Doug Baker, chief executive of
Ecolab Inc., a sanitizer maker
based in St. Paul, Minn., cut travel
expenditure by 30% in 2009. Now,
Mr. Baker says, employees have “a
general desire to revert back to
the historic means of when and
how frequently we travel.”

To keep travel expenses low,
Mr. Baker and his management
team email reminders to
employees about “what makes
sense and what doesn’t” with
business travel, he says.
Discouraged, for instance, is
employee travel to meet other
employees. “It’s about making
sure our desire to get together
doesn’t overwhelm our good
judgment in terms of expense
control,” he says.

Technology consulting firm
Computer Sciences also is taking a
harder look at travel expenditure.
During the downturn, executives

started requiring business units to
report travel expenses monthly
rather than quarterly; reports go
to the CEO and chief financial
officer. Executives kept the policy
in place even as the economy has
rebounded. “We used to not pay a
lot of attention to it, frankly,” says
CFO Mike Mancuso.

CSC also began consolidating
office space during the slump and
is increasing efforts to save costs
on real estate. For the fiscal year
ended March 2010, the company
racked up $20 million in savings
from reducing office space and
renegotiating leasing contracts,

says Mr. Mancuso. For the current
fiscal year, it expects to save an
additional $30 million in office
space spending, plus another $30
million the year after.

One of Mr. Mancuso’s tactics:
Managers must now submit
requests for new office space to a
corporate-level group he oversees,
rather than letting individual
business units approve requests.

“Over time, abuses creep in
unless you focus on it,” he says.

Companies are still scrimping
on office supplies, too. In
mid-2009, Duke Energy CEO Jim
Rogers had printer settings
changed to automatic double-
sided printing and encouraged
employees to make black-and-
white copies instead of more
expensive color ones. The effort
was part of a companywide push
to reduce operating costs. Since
then, Duke’s operating revenue
and profits have improved. But
the restrictions remain.

BY DANA MATTIOLI

CEO Brian Dames

‘Over time, abuses creep
in unless you focus on it.’
— Mike Mancuso
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Louisiana pushes for fishermen aid
SLIDELL, La.—Louisiana fisher-

ies regulators are pushing a plan to
lure thousands of idled commercial
fishermen back onto the water by
getting BP PLC to pay them a bonus
on their catch.

While BP says it likes the plan, it
is balking, explaining that it would
rather wait until its leaking oil well
in the Gulf is capped and more of
Louisiana’s coastal waters are re-
opened to fishing as to avoid over-
crowding.

“The program is not dead, but
it’s still probably a month or half a
month off,” said Harlon Pearce,
chairman of the Louisiana Seafood
Promotion & Marketing Board, part
of the state’s Department of Wild-
life and Fisheries.

The program, called Back to the
Docks, proposes that BP pay Louisi-
ana fishermen a percentage bonus
in excess of the market price they
get for their catch of fish, crab,
shrimp or other seafood in the
state’s waters.

In theory, the program would
benefit several parties. It would re-
turn fishermen to what they prefer
to do, allow BP to pay less than it
would otherwise by fully reimburs-
ing fishermen who aren’t working
and bolster the flow of Gulf seafood
to U.S. restaurants. Louisiana fish-
ermen annually catch one billion
pounds of seafood worth roughly
$272 million.

The size of the bonus hasn’t
been determined, though Mr. Pearce

of the seafood board mentioned
30%. BP spokesman Larry Thomas
confirmed that 30% has been dis-
cussed, but added, “No one has
agreed to a number.”

BP said it liked the concept of
incentive programs to get fisher-
men fishing again, but it didn’t
want to spark a rush of hundreds of
boats to the few fishing areas that

remained open. “There was some
concern that there wouldn’t be
enough fisheries open to fully real-
ize the opportunity,” Mr. Thomas
said.

Currently, 57% of Louisiana’s
Gulf waters are closed to fishing,
including most waters three miles
into the Gulf and connected bayous
and inlets. That number jumped be-

yond the 50% threshold when early
July storms pushed tar balls, oil
sheen and oil slicks into new areas,
such as the Rigolets waterway lead-
ing into New Orleans’s Lake
Pontchartrain. Some state regula-
tors and fishermen say some of the
closed waters are off-limits as a
precautionary measure, and they
will be ripe for fishing as soon as

the restrictions are lifted.
Meanwhile, fishermen such as

Jesse Vannenborre of Slidell sit
idle. Mr. Vannenborre, a 26-year-old
who has fished commercially since
he was 14, cites several reasons he
doesn’t take his skiffs onto the wa-
ter and start dropping crab traps.
Primarily, he says there isn’t
enough fishing area open to justify
the $3,000 expense of prepping his
boats and cages and hiring deck-
hands because the areas that are
open are overrun.

Despite the reduced harvesting,
Gulf seafood prices are at about the
same levels they were last summer
because demand from across the
U.S. has declined due to contamina-
tion fears, according to the seafood
board. The exception is oysters,
which cost at least 50% more.

Piloting one of his skiffs across
part of Lake Pontchartrain open to
fishing on Saturday, Mr. Vannen-
borre points out several rows of
buoys marking other fishermen’s
crab traps that are 120 feet apart.
He said he typically would place his
traps 800 to 1,200 feet apart.

Mr. Vannenborre hasn’t har-
vested crabs since the state ex-
tended its fishing restrictions last
week to parts of the lake and the
Rigolets.

In recent weeks, BP has reim-
bursed him for about 75% of what
he would have earned in normal
conditions. That, as well as the fish-
ing restrictions and the cost of rig-
ging his boats to fish, has kept him
on the sidelines.

BY KRIS HUDSON

Darren Frickey prepared to get his shrimping boat under way last week at Rigolets marina in Louisiana.
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Investigators join Alamo fray
SAN ANTONIO—Defenders of the

Alamo are under fire again, and they
are doing all they can to defend their
posts.

The Texas Attorney General’s Of-
fice is investigating the Daughters of
the Republic of Texas—an organiza-
tion of 7,000 women who can trace
their lineage back to the origins of
the Texas Republic—who have been
the stewards of the Alamo since
1905. They manage, operate and
maintain the state-owned historic
site at no cost to taxpayers.

The probe began after Sarah Rev-
eley, a member of the group, filed a
complaint alleging that the Daugh-
ters weren’t keeping the fort in
“good order and repair,” as they are
bound to do under a 1905 state law.

On Thursday, a team from the at-
torney general’s office sifted through
48 sets of documents at the Alamo,
including financial, engineering and
personnel files that the Daughters
had prepared. The attorney general’s
office declined to comment on the
probe, but the Daughters have con-
firmed it is under way and say they
are fully cooperating.

The Daughters say they have
gone above and beyond their charge.
“I think at the conclusion of the in-
vestigation that will all show,” said
Tony Caridi, marketing director for
the group.

One focus of criticism has been
the Daughters’ handling of the 83-
year-old, leaking roof over the fort’s
main structure. A recent report said
the roof didn’t pose an imminent
danger, and the group says it is pre-
pared to replace it if further analysis
shows that is necessary.

Ms. Reveley said in an interview

the Daughters had “literally done
nothing” for preservation and were
now “trying to go back and justify
their nothingness.”

Built in the 18th century by Span-
ish missionaries looking to convert
local Indians, the Alamo catapulted
to fame in 1836, when about 200
Texan settlers were killed defending
the fort from Mexican forces. It is
now the most visited site in Texas
and perhaps is the most recogniz-
able symbol of the state’s heritage.

The Daughters have historically
relied on revenue generated from the
Alamo’s gift shop to provide more
than 90% of the roughly $5.5 million
budget. There is no admission fee.

Virginia Van Cleave, the Daugh-
ter’s Alamo Committee chairwoman,
says the group receives many grants
in addition to budget allotments that
are specifically intended for preser-
vation.

Ms. Reveley’s allegations of “ne-
glect and incompetence” on the

Daughters’ oversight of the Alamo
apparently gained the attention of
officials in the office of Attorney
General Greg Abbott.

The investigation by the attorney
general’s office coincides with an or-
der by Gov. Rick Perry’s office for
the Daughters to speedily hand over
a structural review of the buildings
in the Alamo’s 1.68-hectare complex,
including a report on the roof.

According to Ms. Van Cleave, the
Daughters’ 24-member board voted
to conduct a more in-depth analysis
of the roof even before receiving the
requests.

Critics have accused the Daugh-
ters of being slow to move in the
face of such problems. But Ms. Van
Cleave said that when dealing with a
building as old as the Alamo, every-
thing must be meticulously investi-
gated before any action is taken.

“We don’t rush into anything, be-
cause we want to make sure we do it
right,” Ms. Van Cleave said.

BY PERRY STEIN

The Alamo in San Antonio attracts up to 8,000 visitors a day, free of charge.
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Follow the markets throughout the day with updated stock quotes, news and commentary at WSJ.com.
Also, receive email alerts that summarize the day’s trading in Europe and Asia. To sign up, go to WSJ.com/email

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

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

Corn (cents/bu.) CBOT 391.75 -3.50 -0.89% 705.00 343.25
Soybeans (cents/bu.) CBOT 951.00 -2.25 -0.24 1,555.00 809.75
Wheat (cents/bu.) CBOT 535.75 -2.25 -0.42 762.75 442.50
Live cattle (cents/lb.) CME 91.400 unch. unch. 96.900 86.700
Cocoa ($/ton) ICE-US 2,989 -7 -0.23 3,522 2,237
Coffee (cents/lb.) ICE-US 163.55 -0.30 -0.18 180.95 121.75
Sugar (cents/lb.) ICE-US 17.10 0.49 2.95% 22.78 11.79
Cotton (cents/lb.) ICE-US 73.79 -1.20 -1.60 100.50 53.87
Crude palm oil (ringgit/ton) MDEX 2,340.00 40 1.74 2,725 1,665
Cocoa (pounds/ton) LIFFE 2,386 1 0.04 2,461 1,579
Robusta coffee ($/ton) LIFFE 1,705 -4 -0.23 1,795 1,282

Copper (cents/lb.) COMEX 300.90 -4.45 -1.46 366.70 166.00
Gold ($/troy oz.) COMEX 1198.70 -11.10 -0.92 1,266.50 800.00
Silver (cents/troy oz.) COMEX 1791.70 -15.60 -0.86 1,986.50 1,338.00
Aluminum ($/ton) LME 1,982.00 -10.00 -0.50 2,481.50 1,565.00
Tin ($/ton) LME 17,700.00 5.00 0.03 19,175.00 12,450.00
Copper ($/ton) LME 6,655.00 -54.00 -0.80 7,970.00 4,882.00
Lead ($/ton) LME 1,815.00 -15.00 -0.82 2,615.00 1,580.00
Zinc ($/ton) LME 1,860.00 -7.00 -0.37 2,659.00 1,490.00
Nickel ($/ton) LME 19,255 70 0.36 27,590 14,405

Crude oil ($/bbl.) NYMEX 74.95 -1.14 -1.50 132.70 54.69
Heating oil ($/gal.) NYMEX 1.9913 -0.0344 -1.70 3.3990 1.4525
RBOB gasoline ($/gal.) NYMEX 2.0280 -0.0420 -2.03 2.4410 1.6910
Natural gas ($/mmBtu) NYMEX 4.401 -0.017 -0.38 10.810 4.140
Brent crude ($/bbl.) ICE-EU 74.48 -1.17 -1.55 108.50 59.80
Gas oil ($/ton) ICE-EU 636.25 -11.00 -1.70 755.00 499.00

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

Currencies London close on July 12
Per In

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

Argentina peso-a 4.9570 0.2017 3.9388 0.2539
Brazil real 2.2196 0.4505 1.7637 0.5670
Canada dollar 1.3039 0.7669 1.0361 0.9652

1-mo. forward 1.3043 0.7667 1.0364 0.9649
3-mos. forward 1.3053 0.7661 1.0372 0.9642
6-mos. forward 1.3073 0.7649 1.0388 0.9627

Chile peso 678.52 0.001474 539.15 0.001855
Colombia peso 2361.64 0.0004234 1876.55 0.0005329
Ecuador US dollar-f 1.2585 0.7946 1 1
Mexico peso-a 16.1337 0.0620 12.8198 0.0780
Peru sol 3.5540 0.2814 2.8240 0.3541
Uruguay peso-e 26.491 0.0377 21.050 0.0475
U.S. dollar 1.2585 0.7946 1 1
Venezuela bolivar 5.40 0.185020 4.29 0.232848

ASIA-PACIFIC
Australia dollar 1.4397 0.6946 1.1440 0.8742
China yuan 8.5213 0.1174 6.7710 0.1477
Hong Kong dollar 9.7821 0.1022 7.7728 0.1287
India rupee 58.7342 0.0170 46.6700 0.0214
Indonesia rupiah 11386 0.0000878 9047 0.0001105
Japan yen 111.43 0.008974 88.54 0.011294

1-mo. forward 111.38 0.008978 88.50 0.011299
3-mos. forward 111.28 0.008986 88.42 0.011309
6-mos. forward 111.09 0.009002 88.27 0.011329

Malaysia ringgit-c 4.0322 0.2480 3.2040 0.3121
New Zealand dollar 1.7714 0.5645 1.4076 0.7105
Pakistan rupee 108.042 0.0093 85.850 0.0116
Philippines peso 58.206 0.0172 46.250 0.0216
Singapore dollar 1.7401 0.5747 1.3827 0.7232
South Korea won 1515.67 0.0006598 1204.35 0.0008303
Taiwan dollar 40.410 0.02475 32.110 0.03114
Thailand baht 40.731 0.02455 32.365 0.03090

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

Euro zone euro 1 1 0.7946 1.2585
1-mo. forward 1.0000 1.0000 0.7946 1.2586
3-mos. forward 0.9999 1.0001 0.7945 1.2586
6-mos. forward 0.9999 1.0001 0.7945 1.2587

Czech Rep. koruna-b 25.325 0.0395 20.123 0.0497
Denmark krone 7.4560 0.1341 5.9245 0.1688
Hungary forint 278.24 0.003594 221.09 0.004523
Norway krone 7.9998 0.1250 6.3566 0.1573
Poland zloty 4.0624 0.2462 3.2280 0.3098
Russia ruble-d 38.745 0.02581 30.787 0.03248
Sweden krona 9.4613 0.1057 7.5179 0.1330
Switzerland franc 1.3377 0.7476 1.0629 0.9408

1-mo. forward 1.3370 0.7479 1.0624 0.9413
3-mos. forward 1.3357 0.7487 1.0613 0.9422
6-mos. forward 1.3334 0.7500 1.0595 0.9438

Turkey lira 1.9562 0.5112 1.5544 0.6433
U.K. pound 0.8347 1.1980 0.6633 1.5077

1-mo. forward 0.8348 1.1979 0.6633 1.5075
3-mos. forward 0.8350 1.1977 0.6635 1.5073
6-mos. forward 0.8352 1.1973 0.6636 1.5069

MIDDLE EAST/AFRICA
Bahrain dinar 0.4745 2.1077 0.3770 2.6525
Egypt pound-a 7.1697 0.1395 5.6970 0.1755
Israel shekel 4.8691 0.2054 3.8690 0.2585
Jordan dinar 0.8913 1.1219 0.7083 1.4119
Kuwait dinar 0.3644 2.7442 0.2896 3.4536
Lebanon pound 1897.19 0.0005271 1507.50 0.0006634
Saudi Arabia riyal 4.7191 0.2119 3.7498 0.2667
South Africa rand 9.5784 0.1044 7.6110 0.1314
United Arab dirham 4.6225 0.2163 3.6730 0.2723

SDR -f 0.8444 1.1843 0.6709 1.4904

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 600 251.18 1.09 0.44% -0.8% 25.1%

14 Stoxx Europe 50 2442.89 12.74 0.52 -5.3 18.8

27 Euro Zone Euro Stoxx 256.08 0.57 0.22 -6.8 17.7

14 Euro Stoxx 50 2686.09 4.89 0.18 -9.4 14.5

15 Austria ATX 2332.50 -0.96 -0.04% -6.5 16.6

8 Belgium Bel-20 2470.27 7.52 0.31 -1.6 23.9

11 Czech Republic PX 1148.7 0.9 0.08 2.8 26.6

22 Denmark OMX Copenhagen 380.19 1.14 0.30 20.4 44.9

15 Finland OMX Helsinki 6409.21 9.76 0.15 -0.7 17.2

14 France CAC-40 3567.66 13.18 0.37 -9.4 16.9

12 Germany DAX 6077.19 11.95 0.20 2.0 28.7

... Hungary BUX 22448.65 -145.06 -0.64 5.8 51.5

18 Ireland ISEQ 2899.69 15.46 0.54 -2.5 11.3

14 Italy FTSE MIB 20517.92 38.94 0.19 -11.7 12.6

19 Netherlands AEX 326.56 2.14 0.66 -2.6 30.7

11 Norway All-Shares 400.40 1.87 0.47 -4.7 27.5

17 Poland WIG 40754.77 362.72 0.90 1.9 36.8

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

13 Portugal PSI 20 7305.09 -12.84 -0.18 -13.7 3.7

... Russia RTSI 1386.42 26.97 1.98% -2.8 65.9

10 Spain IBEX 35 10058.2 -69.1 -0.68% -15.8 5.1

15 Sweden OMX Stockholm 320.85 0.68 0.21 7.1 33.1

15 Switzerland SMI 6228.31 17.82 0.29 -4.9 17.2

... Turkey ISE National 100 57569.84 418.94 0.73 9.0 55.6

11 U.K. FTSE 100 5167.02 34.08 0.66 -4.5 23.0

21 ASIA-PACIFIC DJ Asia-Pacific 119.80 -0.12 -0.10 -2.6 18.4

... Australia SPX/ASX 200 4409.94 13.62 0.31 -9.5 18.0

... China CBN 600 22371.31 238.06 1.08 -23.0 -16.6

14 Hong Kong Hang Seng 20467.43 88.77 0.44 -6.4 18.6

17 India Sensex 17937.20 103.66 0.58 2.7 33.9

... Japan Nikkei Stock Average 9548.11 -37.21 -0.39 -9.5 5.5

... Singapore Straits Times 2925.32 8.15 0.28 1.0 29.1

11 South Korea Kospi 1734.05 11.04 0.64 3.0 25.8

17 AMERICAS DJ Americas 287.84 -0.22 -0.08 -2.9 23.9

... Brazil Bovespa 62853.37 -622.95 -0.98 -8.4 27.4

16 Mexico IPC 31881.76 -122.55 -0.38 -0.7 34.2

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

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

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

Australia 1.1440 1.7247 1.0763 0.1522 0.0372 0.1800 0.0129 0.2957 1.4397 0.1931 1.1041 ...

Canada 1.0361 1.5621 0.9748 0.1378 0.0337 0.1630 0.0117 0.2678 1.3039 0.1749 ... 0.9057

Denmark 5.9245 8.9321 5.5739 0.7881 0.1924 0.9320 0.0669 1.5313 7.4560 ... 5.7181 5.1789

Euro 0.7946 1.1980 0.7476 0.1057 0.0258 0.1250 0.0090 0.2054 ... 0.1341 0.7669 0.6946

Israel 3.8690 5.8330 3.6400 0.5146 0.1257 0.6087 0.0437 ... 4.8691 0.6530 3.7341 3.3820

Japan 88.5400 133.4873 83.3004 11.7772 2.8759 13.9288 ... 22.8848 111.4276 14.9447 85.4551 77.3972

Norway 6.3566 9.5835 5.9804 0.8455 0.2065 ... 0.0718 1.6430 7.9998 1.0729 6.1351 5.5566

Russia 30.7870 46.4160 28.9651 4.0952 ... 4.8433 0.3477 7.9575 38.7454 5.1966 29.7143 26.9125

Sweden 7.5179 11.3344 7.0730 ... 0.2442 1.1827 0.0849 1.9431 9.4613 1.2690 7.2560 6.5718

Switzerland 1.0629 1.6025 ... 0.1414 0.0345 0.1672 0.0120 0.2747 1.3377 0.1794 1.0259 0.9291

U.K. 0.6633 ... 0.6240 0.0882 0.0215 0.1043 0.0075 0.1714 0.8347 0.1120 0.6402 0.5798

U.S. ... 1.5076 0.9408 0.1330 0.0325 0.1573 0.0113 0.2585 1.2585 0.1688 0.9652 0.8741

Source: Thomson Reuters via WSJ Market Data Group

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of July 12, 2010

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

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

2.60% 15 ALL COUNTRY (AC) WORLD* 280.78 -0.68% -6.2% 14.6%

2.70 16 World (Developed Markets) 1,091.53 -0.61 -6.6 13.2

2.50 16 World ex-EMU 130.62 -0.69 -4.4 15.1

2.50 16 World ex-UK 1,092.96 -0.65 -6.0 13.5

3.20 16 EAFE 1,414.96 -0.32 -10.5 8.2

2.20 14 Emerging Markets (EM) 951.86 -1.17 -3.8 25.0

3.60 14 EUROPE 86.68 0.61 -1.8 20.8

3.80 14 EMU 147.62 -0.14 -18.2 2.9

3.50 15 Europe ex-UK 93.84 0.63 -2.9 19.9

4.90 11 Europe Value 93.09 0.62 -6.4 16.4

2.40 17 Europe Growth 78.21 0.61 2.7 24.9

2.40 19 Europe Small Cap 165.85 0.28 5.5 32.1

2.30 8 EM Europe 292.53 0.54 5.0 44.0

3.80 12 UK 1,520.97 0.55 -5.4 20.4

2.90 18 Nordic Countries 150.32 1.42 10.3 33.8

2.00 8 Russia 696.15 0.56 -6.7 27.2

2.40 20 South Africa 712.13 0.86 0.7 18.8

2.70 16 AC ASIA PACIFIC EX-JAPAN 394.84 -1.49 -5.2 21.9

1.90 26 Japan 533.99 0.01 -6.1 -6.8

2.30 16 China 60.88 1.79 -6.1 10.5

1.00 19 India 720.15 0.89 1.8 26.6

1.30 11 Korea 487.37 1.72 1.4 27.4

2.80 23 Taiwan 271.13 0.70 -8.4 15.6

2.00 17 US BROAD MARKET 1,204.33 -0.80 -2.6 18.9

1.40 160 US Small Cap 1,698.11 -1.37 1.6 28.0

2.60 14 EM LATIN AMERICA 3,866.85 -0.44 -6.1 30.0

*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.

2.35% 16 Global TSM 2196.66 -0.04% 20.2%

2.41 16 Global Dow 1342.30 0.37% 26.1% 1794.12 -0.02 13.8

2.92 13 Global Titans 50 164.90 0.80 22.6 155.03 0.42 10.6

2.84 16 Europe TSM 2331.65 0.04 13.4

2.40 19 Developed Markets TSM 2122.49 -0.06 18.5

2.26 10 Emerging Markets TSM 3996.33 0.16 36.6

3.25 24 Africa 50 846.40 0.37 24.6 676.11 -0.02 12.4

2.61 13 BRIC 50 472.00 0.81 49.1 566.34 0.42 34.5

3.68 17 GCC 40 543.30 1.50 15.5 433.97 1.11 4.2

2.03 19 U.S. TSM 11114.36 -0.01 21.6

6.08 22 Kuwait Titans 30 -c 185.81 1.99 -10.5

1.71 RusIndex Titans 10 -c 3293.60 1.68 73.8 5288.64 0.93 47.2

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

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

2.06% 9 Turkey Titans 20 -c 615.00 1.08% 74.6% 690.89 0.83% 57.9%

5.68 15 Global Select Div -d 172.50 0.40 43.1 185.79 0.01 29.1

5.96 10 Asia/Pacific Select Div -d 254.15 0.03 23.7

4.43 14 U.S. Select Dividend -d 318.61 -0.07 27.2

2.09 18 Islamic Market 1849.63 0.05 18.6

2.62 13 Islamic Market 100 1782.50 0.73 23.0 1919.82 0.34 10.9

3.48 12 Islamic Turkey -c 1540.80 -0.03 47.4 2971.84 -0.27 33.3

2.85 15 Sustainability 860.00 0.36 29.0 913.79 -0.02 16.4

4.51 19 Brookfield Infrastructure 1654.60 0.11 37.9 1985.20 -0.27 24.4

1.39 22 Luxury 993.80 -0.26 47.7 1060.32 -0.64 33.3

3.15 10 UAE Select Index 219.42 0.01 6.7

DJ-UBS Commodity 137.50 -0.59 22.1 125.71 -0.97 10.2

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

GLOBAL MARKETS LINEUP
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U.S. NEWS

Navy weighs ship design,
along with its own future

WASHINGTON—This summer,
the Navy expects to choose between
two competing designs for the Lit-
toral Combat Ship, a fast, shore-
hugging warship that will take on
21st century missions such as chas-
ing pirates and intercepting drug
smugglers.

At issue is more than a ship-
building contract. The contest un-
derscores a broad discussion taking
place inside and outside the Navy
about the future size and shape of
the service’s fleet.

U.S. naval power is built in large
part around carrier-strike groups, a
costly armada of nuclear-powered
aircraft carriers and escort ships
that project American power around
the globe. Littoral Combat Ships are
pint-size in comparison. They will
be roughly the size of a frig-
ate—smaller than a destroyer, larger
than a patrol boat—but with more
automation.

Fully loaded for combat, they
will have about 75 people aboard,
about a third a frigate’s crew. In of-
ten outsize Pentagon terms, the
craft will be relatively cheap:
roughly half a billion dollars each. A
new carrier is projected to cost
around $10 billion (€7.9 billion).

The Navy is choosing between
designs offered by Lockheed Martin
Corp. and the U.S. unit of Australia’s
Austal Ltd., which has teamed with
General Dynamics Corp. Both mod-
els have innovative features. The
Lockheed variant, 115.2 meters long
and built at Fincantieri Marine
Group LLC’s Marinette Marine Corp.
shipyard in Marinette, Wis., has a
high-speed steel hull that lets it
travel at more than 40 knots (about
80 kilometers an hour).

The Austal/General Dynamics

ship is built around an aluminum
trimaran design, a configuration
never before used in a U.S. warship.
Derived from a high-speed commer-
cial ferry, the 127.7-meter ship fea-
tures a 657-square-meter flight deck
and a spacious mission bay for com-
bat equipment.

One of each ship design is al-
ready in service, and the Navy ex-
pects to award a fixed-price con-
tract to a single winner for 10 of the
new warships. Another order of five
ships is to be awarded to a compet-
ing shipyard sometime in 2012.

The Littoral Combat Ship award
comes at a crucial time for the sea
service. An austerity drive at the
Pentagon, fueled in part by slowing
growth in the Defense Department’s
budget, is placing new pressure on
Navy spending and raising questions
about whether the service will have
to scale back an ambitious long-
term shipbuilding plan.

In a speech, the Navy’s top admi-
ral, Adm. Gary Roughead, pointed to
the “potential for a procurement
squeeze,” saying operations, mainte-
nance and manpower costs had the
potential to cut into money avail-
able for equipment purchases.

Further adding pressure, Secre-
tary of Defense Robert Gates has
publicly asked whether the Navy
needs to stick with plans to keep 11
aircraft carrier strike groups for the
next three decades, saying the U.S.
already enjoyed “massive over-
match” against any other navy.

In a recent analysis of the Navy’s
current 30-year shipbuilding plan,
the Congressional Budget Office
warned the Navy wouldn’t be able
to afford all the ships on its wish
list, even if it continues to receive
the same amount of funding for ship
construction—an average of about
$15 billion a year in 2010 dollars.

Maren Leed, a senior fellow at
the Center for Strategic and Inter-
national Studies think tank in Wash-
ington, says the Navy faces a much
tighter budget in coming years,
which might force it to make
choices, trading purchases of expen-
sive ships like carriers for more in-
vestment in ships like the Littoral
Combat Ship.

The smaller and cheaper Littoral
Combat Ship might help the Navy
stick to a goal important to its top
officials. For several years, it has ar-
gued publicly for a program that
would allow it to build out to a 313-
ship fleet, up from 288 ships today.

Lawmakers involved in the de-
fense-spending process are also
keen to boost ship numbers. Rep.
Ike Skelton (D., Mo.), chairman of
the House Armed Services Commit-
tee, told reporters “numbers make a
difference” when it comes to main-
taining a global naval presence, and
the current fiscal-year 2011 budget
request includes nine new ships that
count toward that 313-ship goal. But
Rep. Gene Taylor (D., Miss.), chair-
man of the seapower subcommittee
of the Armed Services panel, said
the Navy was retiring older ships
more quickly than it was buying
new ones.

“This is the third CNO [chief of
naval operations] I’ve dealt with
who’s said the 313 ship is a floor,
not a ceiling,” he said in an inter-
view. “And yet they send over a
ship-retention plan that goes the
wrong way.”

The service also canceled two
earlier shipbuilding contracts for
Littoral Combat Ships, because the
prices had become too high. The
Navy’s decision to pare down the
Littoral Combat Ship to a single de-
sign is supposed to yield a more af-
fordable ship.

BY NATHAN HODGE

Obama pushes use of hiring tax credit
The Obama administration, sty-

mied by a deficit-wary Congress re-
luctant to replenish stimulus spend-
ing, hopes to combat unemployment
by using existing programs that ha-
ven’t been fully implemented.

Key among them is an expiring
tax credit that rewards companies

hiring unemployed workers. The
Joint Committee on Taxation esti-
mated the stimulus program would
cost $13 billion. The Treasury De-
partment estimates the initiative so
far has cost less—about $8.5 bil-
lion—because it hasn’t been fully
taken advantage of, though that
number could grow if more compa-
nies use the program before the end

of year.
The move comes as Washington

has reached an impasse over
whether it should authorize more
spending to goose the economy.

Because the program originally
was budgeted to cost $13 billion, the
administration wouldn’t necessarily
add to the budget deficit if it gets
wider participation in the effort.

BY DEBORAH SOLOMON

Here are two
big questions
hovering over this
year’s
congressional
elections: How

radical is the mood out there, and
do Republicans have a real
chance of taking back control of
the U.S. Senate?

And here’s a simple way to
track the answer to both: Simply
keep an eye on four tea-party
amigos chasing Senate seats in
the key states of Nevada,
Kentucky, Florida and Colorado.

In those four states,
candidates with tea-party
inclinations and the support of
tea-party activists have either
won the Republican nomination
or, in Colorado and Florida, are
making serious runs for it. A
couple of those candidates are
people who would have been
given little chance six months ago
of winning a nomination, much
less a general election.

In each case, Democrats and
some outside analysts think
Republicans may be shooting
themselves in the foot by
nominating candidates who can
be painted as extremists with
conservative views outside the
mainstream, in a year when
simply nominating safe, garden-
variety Republicans would be
good enough to win.

But are these candidates really
going to be a drag for
Republicans? Or are they canaries
in the national coal mine, telling
us that the disenchantment, fear
and anger that have developed in
the wake of the worst economic
recession in 75 years are driving
voters to seek out-of-the-box
candidates and ideas they
wouldn’t have embraced before?

Those questions are being
tested in Kentucky by Rand Paul,
ophthalmologist, political novice
and son of libertarian Republican
Rep. Ron Paul of Texas. In
Nevada, it’s former state
representative Sharron Angle who
has won the nomination by
pushing a brash populist
message.

In a Colorado race that’s
gotten less attention nationally
than it deserves, Ken Buck, a
little-known former county
prosecutor who made a mark by
targeting illegal aliens for
prosecution, is challenging
Republican establishment favorite
and former Lt. Gov. Jane Norton.
And in Florida, conservative
former state House Speaker
Marco Rubio marshaled enough
energy from tea-party supporters
to drive Gov. Charlie Crist out of
the GOP nomination fight and
into a candidacy as an
independent.

Both Florida and Colorado
have August primaries; Mr. Rubio
is virtually certain to win the
nomination, and Mr. Buck is
rising fast.

What’s interesting about these
four is that they are running in
states where it isn’t obvious that
a hard-edged, tea-party
conservative approach is a

winner. Instead, each state hangs
in the balance between the two
parties this year, making them
especially good testing grounds.

They also happen to be test
cases crucial to the national
political balance of power. The
Cook Political Report, a well-
respected independent newsletter
that tracks congressional races,
rates all four Senate races as
toss-ups in November.

So far this election cycle, most
attention has been focused on
Republicans’ chances of taking
back control of the House, which
appears a much easier feat than
winning the Senate. But
increasingly Republicans think
winds are blowing so strongly in
their direction that they have at
least a shot at taking the Senate
as well.

If Republicans are to pull off
that trick, though, they may well
have to win all four states where
the tea-party amigos are running
strong. A quick look at the math
explains why.

Republicans need to pick up 10
Senate seats now held by
Democrats to win full control of
the Senate. They appear to be
leading in North Dakota,
Delaware and Indiana, states
where incumbent Democrats are

retiring and the Republicans
appear to be on the rise.

That would leave the GOP
needing seven seats. To get there,
they would first need to avoid
losing any of the five seats of
their own where the incumbent
Republican is retiring and where
Democrats have a reasonable
chance of turning the seat their
way. That list includes Kentucky
and Florida, as well as Missouri,
New Hampshire and Ohio.

If Republicans hold onto those,
their best shot then would
require picking up all six seats
where the Democrats’ hold
appears shaky—a list that
includes Nevada and Colorado, as
well as Washington, Pennsylvania,
Illinois and Arkansas.

After all that, Republicans
would still have to find at least
one more state where a safer
Democratic seat could be put into
play, such as Connecticut,
California or someplace else.

The bottom line, then, is that
it’s hard to imagine a scenario in
which Republicans pull off a
surprise conquest of the Senate
without winning at least three of
the four states where tea-party
candidates are surging.

Tea-party activists insist they
aren’t linked to the Republican
party. But at least on this
important front, the Republican
party, for better or worse, is
linked to them.

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

[ Capital Journal ]

BY GERALD F. SEIB

Tea-party surge might give
Republicans shot at Senate

Future force | Some major types of ships in the U.S. Navy’s fleet

Note: Drawings aren’t to scale Source: U.S. Congressional Budget Office

Over the next 30 years:

AIRCRAFT CARRIERS

Number needed 11
Purchases planned 6

BALLISTIC MISSILE SUBMARINES

Number needed 14
Purchases planned 12

LITTORAL COMBAT SHIPS

Number needed 55
Purchases planned 66

ATTACK SUBMARINES

Number needed 48
Purchases planned 44

CRUISERS/DESTROYERS

Number needed 88
Purchases planned 50

AMPHIBIOUS SHIPS

Number needed 31
Purchases planned 20

So far this election cycle,
most attention has been
focused on Republicans’
chances of retaking the
House, which appears a much
easier feat than the Senate.
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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 1.15 99.28% 0.01% 1.42 0.75 1.07

Eur. High Volatility: 13/1 1.73 96.71 0.01 2.16 1.11 1.57

Europe Crossover: 13/2 5.30 98.81 0.05 5.88 5.26 5.58

Asia ex-Japan IG: 13/1 1.28 98.73 0.01 1.72 0.87 1.20

Japan: 13/1 1.28 98.66 0.01 1.76 0.85 1.23

Note: Data as of July 9

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

In percentage points
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Index roll

Source: Markit Group

Behind Europe's deals: Bank revenue rankings, Eurozone
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

Deutsche Bank $390 8.2% 21% 43% 25% 11%

JPMorgan 282 5.9 24 36 34 5

BNP Paribas 277 5.8 12 45 29 15

Credit Suisse 242 5.1 23 44 30 3

UBS 206 4.3 27 36 31 6

Morgan Stanley 185 3.9 11 24 58 7

Goldman Sachs 185 3.9 35 27 31 7

Citi 183 3.8 25 34 32 9

Credit Agricole CIB 182 3.8 12 50 14 24

Source: Dealogic

Tracking
credit
markets �
dealmakers

Dow Jones Industrial Average P/E: 15
LAST: 10216.27 s 18.24, or 0.18%

YEAR TO DATE: t 211.78, or 2.0%

OVER 52 WEEKS s 1,884.59, or 22.6%

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

Previous
close, in STOCK PERFORMANCE

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

BP PLC U.K. Integrated Oil & Gas 87,478,301 398.95 9.36% -33.5% -15.4%

Credit Suisse Group Switzerland Banks 4,747,686 45.18 1.48 -11.8 -7.2

Siemens Germany Diversified Industrials 2,248,032 74.15 1.27 15.5 52.9

Sanofi-Aventis France Pharmaceuticals 2,417,398 48.10 1.18 -12.6 14.1

GlaxoSmithKline U.K. Pharmaceuticals 7,017,027 1,155 1.14 -12.5 4.0

ABB Ltd. Switzerland Industrial Machinery 5,423,008 19.24 -2.48% -1.0 22.5

Rio Tinto U.K. General Mining 4,904,849 3,103 -2.21 -8.5 61.4

Anglo American U.K. General Mining 3,909,867 2,385 -1.53 -12.0 40.4

BHP Billiton U.K. General Mining 4,783,106 1,825 -1.48 -8.5 36.6

Banco Bilbao Vizcaya Argentaria Spain Banks 16,927,041 9.52 -1.37 -25.2 7.2

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

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

Nestle S.A. 4,027,463 52.50 1.06% 4.6% 26.4%
Switzerland (Food Products)
Diageo 2,409,940 1,099 1.01 1.4 25.2
U.K. (Distillers & Vintners)
E.ON AG 6,045,891 22.93 0.86 -21.6 -2.5
Germany (Multiutilities)
HSBC Holdings 14,964,579 632.40 0.85 -10.8 26.4
U.K. (Banks)
Allianz SE 1,487,780 84.55 0.76 -3.0 30.7
Germany (Full Line Insurance)
Unilever 2,383,081 22.90 0.73 0.6 31.6
Netherlands (Food Products)
Royal Dutch Shell A 4,037,370 21.21 0.71 0.5 25.0
U.K. (Integrated Oil & Gas)
UBS 8,010,123 15.23 0.66 -5.1 15.1
Switzerland (Banks)
BASF SE 2,224,946 46.03 0.62 5.9 58.5
Germany (Commodity Chemicals)
GDF Suez 2,315,723 25.10 0.52 -17.1 3.1
France (Multiutilities)
UniCredit 258,011,247 2.06 0.49 -7.9 26.4
Italy (Banks)
ING Groep 19,893,263 6.87 0.48 -0.5 34.7
Netherlands (Life Insurance)
British American Tobacco 1,574,285 2,219 0.48 10.0 28.6
U.K. (Tobacco)
Astrazeneca 1,926,559 3,237 0.45 11.2 20.8
U.K. (Pharmaceuticals)
L.M. Ericsson Telephone Series B 5,587,114 82.70 0.43 25.5 12.1
Sweden (Communications Technology)
Novartis 2,528,635 52.45 0.38 -7.2 22.1
Switzerland (Pharmaceuticals)
AXA 3,916,558 13.34 0.34 -19.4 12.1
France (Full Line Insurance)
Assicurazioni Generali 3,556,352 15.29 0.33 -18.8 9.1
Italy (Full Line Insurance)
Intesa Sanpaolo 65,862,527 2.43 0.31 -22.8 10.9
Italy (Banks)
Total S.A. 4,318,371 38.40 0.27 -14.7 4.4
France (Integrated Oil & Gas)

Latest,
in local STOCK PERFORMANCE

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

SAP AG 2,416,353 37.28 0.15% 13.0% 27.3%
Germany (Software)
BG Group 2,396,913 1,083 0.09 -3.5 8.9
U.K. (Integrated Oil & Gas)
Tesco 8,900,814 395.35 0.08 -7.6 8.9
U.K. (Food Retailers & Wholesalers)
RWE AG 1,416,739 54.95 0.05 -19.1 1.9
Germany (Multiutilities)
Bayer AG 1,490,801 46.41 0.02 -17.1 24.8
Germany (Specialty Chemicals)
Roche Holding 1,047,022 150.30 ... -14.5 3.2
Switzerland (Pharmaceuticals)
ENI 11,341,101 15.60 -0.06 -12.4 -3.0
Italy (Integrated Oil & Gas)
Vodafone Group 43,910,682 143.40 -0.07 -0.2 24.7
U.K. (Mobile Telecommunications)
Barclays 25,622,076 299.95 -0.17 8.7 1.2
U.K. (Banks)
Daimler AG 2,618,542 41.57 -0.17 11.6 61.7
Germany (Automobiles)
BNP Paribas 3,311,890 50.00 -0.18 -10.6 10.8
France (Banks)
Telefonica 18,397,119 16.16 -0.34 -17.2 1.7
Spain (Fixed Line Telecommunications)
Societe Generale 3,021,503 38.26 -0.35 -21.8 5.7
France (Banks)
Iberdrola 18,874,889 5.13 -0.47 -23.0 -6.8
Spain (Conventional Electricity)
Deutsche Bank 3,353,027 49.00 -0.51 -0.8 7.7
Germany (Banks)
France Telecom 7,282,022 14.86 -0.57 -14.7 -6.3
France (Fixed Line Telecommunications)
Banco Santander 40,351,891 9.89 -0.83 -14.4 17.7
Spain (Banks)
Deutsche Telekom 10,377,881 9.89 -0.87 -3.9 22.7
Germany (Mobile Telecommunications)
Nokia 12,033,369 6.62 -0.90 -25.8 -36.8
Finland (Telecommunications Equipment)
ArcelorMittal 5,776,726 23.34 -1.35 -27.5 6.6
France (Iron & Steel)

Sources: Thomson Reuters

DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 16.6 $24.84 0.01 0.04%
Alcoa AA 36.0 10.86 –0.08 –0.73
AmExpress AXP 6.5 42.84 0.26 0.61
BankAm BAC 90.1 15.21 0.10 0.66
Boeing BA 2.2 64.32 –0.34 –0.53
Caterpillar CAT 4.8 64.25 –0.47 –0.73
Chevron CVX 6.8 71.81 –0.03 –0.04
CiscoSys CSCO 30.3 22.86 0.16 0.70
CocaCola KO 4.9 52.46 0.06 0.11
Disney DIS 9.8 33.78 0.03 0.09
DuPont DD 6.4 36.50 –0.40 –1.08
ExxonMobil XOM 22.7 58.94 0.16 0.27
GenElec GE 36.5 14.93 –0.02 –0.13
HewlettPk HPQ 10.1 45.69 0.44 0.97
HomeDpt HD 14.0 28.31 0.05 0.18
Intel INTC 55.7 20.57 0.33 1.63
IBM IBM 4.0 128.69 0.73 0.57
JPMorgChas JPM 23.4 39.19 0.34 0.88
JohnsJohns JNJ 9.8 60.22 –0.32 –0.53
KftFoods KFT 5.1 28.99 ... ...
McDonalds MCD 5.2 69.94 0.72 1.04
Merck MRK 12.1 36.09 –0.21 –0.58
Microsoft MSFT 48.7 24.83 0.56 2.31
Pfizer PFE 36.9 14.93 0.16 1.08
ProctGamb PG 7.9 62.09 0.34 0.55
3M MMM 3.1 82.23 0.07 0.09
TravelersCos TRV 2.8 51.12 –0.03 –0.06
UnitedTech UTX 3.6 66.68 –0.83 –1.23
Verizon VZ 18.1 26.49 –0.16 –0.60

WalMart WMT 12.9 50.12 0.69 1.40

Source: WSJ Market Data Group

Credit-default swaps: European companies
At its most basic, the pricing of credit-default swaps measures how much a buyer has to pay to purchase-and
how much a seller demands to sell-protection from default on an issuer's debt. The snapshot below gives a
sense which way the market was moving yesterday.

Showing the biggest improvement...
CHANGE, in basis points

Yesterday Yesterday Five-day 28-day

C de Aho Vlncia Castlln
Alicnte Bcaja 452 –29 –46 –69

Hellenic Rep 846 –29 –48 93

Bco Bilbao Vizcaya
Argentaria 197 –27 –56 –32

Codere Fin Luxembourg 762 –22 –64 –68

Kdom Spain 211 –20 –45 –3

Lafarge 333 –20 –37 –25

BP 368 –19 –105 –26

M real 597 –19 –56 –120

Sol Melia 702 –18 –66 –101

TUI 770 –17 –121 –136

And the most deterioration
CHANGE, in basis points

Yesterday Yesterday Five-day 28-day

Dong Energy 87 ... –4 –12

Lanxess 129 ... 7 –3

Scottish Newcastle 54 1 ... 2

Nationwide Bldg 136 1 –10 –13

Merck 96 1 –2 3

Heineken 99 1 –4 –3

Cap Gemini 122 1 –4 –3

Telefonica 172 1 –3 6

Imperial Chem Inds 26 2 ... ...

ING Verzekeringen 187 4 –3 18

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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WORLD NEWS

Conservation plan draws fire in Indonesia
JAKARTA, Indonesia—A widely

hailed new project to restrict forest-
clearing in Indonesia over the next
two years is turning out to be more
complicated than expected and could

leave large areas of the country un-
protected, as environmentalists and
industry groups fight over terms of
the deal before it takes effect in Jan-
uary.

Announced by President Susilo
Bambang Yudhoyono at a conference

in Oslo in late May, the plan was
part of an international agreement
aimed at reducing Indonesia’s green-
house gases by curbing deforesta-
tion. Indonesia is among the world’s
biggest sources of greenhouse gases,
largely because of rampant burning

of peat and forest land for palm oil
plantations and other industries.

Norway pledged to invest up to
$1 billion in Indonesian conservation
projects and local authorities agreed
to boost forest-monitoring efforts
and other steps in addition to the
two-year moratorium. Advocacy
group WWF called the partnership
“a huge step” toward saving Indone-
sia’s forests, and Greenpeace hailed
it as “a great start” toward reducing
greenhouse-gas emissions.

But the letter of intent underpin-
ning the plan was vague about which
forests would be covered, environ-
mentalists and industry officials
now say. It indicated the morato-
rium would cover “all new conces-
sions” for clearing of peat and natu-
ral forest but didn’t specify what
constituted “natural” forests or
whether unused permits in virgin ar-
eas would be honored.

Government officials have since
said that some areas, including lands
around important infrastructure and
renewable energy projects, won’t be
covered. Other forested areas may
not be included because of power-
sharing rules between the central
government and local provincial of-
ficials, environmentalists say.

Meanwhile, industry leaders are
gearing up to make sure they retain
the right to clear areas they were al-
ready planning to develop.

“We could still see quite a lot of

deforestation happening over the
next two years” despite the morato-
rium, says Moray McLeish, a project
manager for the Washington-based
World Resources Institute, an envi-
ronmental think tank.

Government officials acknowl-
edge the program may not cover as
much land as environmentalists had
hoped and that many elements re-
main uncertain. But they ar-
gue—with some agreement from en-
vironmentalists—that the program
still represents major progress in a
country famous for out-of-control
logging.

BY PATRICK BARTA

Somali militants hit Uganda capital
Three coordinated bombings

killed an estimated 76 people in
Uganda late Sunday and under-
scored the ambitions of a shadowy
Somali militant group that seeks to
topple Somalia’s government and is
now hitting out at other African tar-
gets in the same way as its al Qaeda
allies have sought to destabilize Af-
ghanistan and Pakistan.

Those objectives appear to have
converged in Uganda. On a mild
Sunday night, three separate blasts,
targeting crowds that gathered to
watch the final World Cup football
match, dealt a blow to a Somali gov-
ernment ally, Uganda, which has
contributed troops to a regional
peacekeeping force in Somalia.

The attack also raised the re-
gional profile of the group, al Sha-
baab, which analysts say hasn’t pre-
viously struck outside Somalia.

“This is really an unpleasant
confluence of goals between the na-
tionalist and international wing of
al Shabaab,” said Roger Middleton,
a Somalia analyst at London-based
think tank Chatham House.

Al Shabaab spokesman Sheikh
Ali Mohamud Rage said Monday the
group was responsible.

“We have carried out the holy
blasts that massacred many Chris-
tians last night,” he told reporters.
He said the attacks would continue
until African Union peacekeeper
troops are pulled out of Somalia.

The attack poses a challenge to a
continent that has struggled to po-
lice and pacify its own hot spots.
The U.S. pulled out of Somalia in
1994, after encountering fierce re-
sistance that was depicted in the
movie “Black Hawk Down.” United

Nations peacekeepers followed.
Africa’s own peacekeepers have

had their own struggles stabilizing
the war-torn and clan-riven country.
The Somali government controls
only a section of the capital, with
most of the rest of the country un-
der the sway of al Shabaab, clans,
other militants and pirates.

The Uganda attack could signal a
tide turning against them as well,
say analysts. “It’s sending a mes-
sage: Don’t come here propping up
the Somalia government,” said
Rashid Abdi, Horn of Africa analyst
in Nairobi for the International Cri-
sis Group.

Uganda’s deputy foreign affairs
minister, Okello Oryema, said the at-

tack wouldn’t force his government
to withdraw troops from Somalia.
“It would be a cowardly act to with-
draw and we won’t do that,” he
said.

With the support of African
peacekeepers, Somalia’s government
has gone on the offensive against
militants in the capital of Mogadi-
shu, although progress is hard to
determine. President Sheikh Sharif
Sheikh Ahmed, who has been on the
front lines of the offensive, has been
trying to maintain support of neigh-
boring countries to help buttress
what remains a fragile government
protected by a weak and poorly paid
collection of security forces.

“Somalia mourns with the broth-

erly people of Uganda,” he said.
“Neither the region, nor the interna-
tional community, will tolerate the
spread of insecurity.”

Uganda, buoyed by an emerging
middle class, newly discovered oil
reserves and flows of foreign tour-
ists, has carefully stepped into a
broader regional role.

Uganda is scheduled to host a
summit of African Union leaders in
Kampala this month, a meeting
that—if it goes forward—will likely
touch on ways to curb the threats
coming from Somalia.

For these efforts, Uganda has
also drawn ire from al Shabaab. For
weeks, al Shabaab had threatened
the Uganda government to force it

to withdraw peacekeeping troops
from Somalia. The militants re-
newed those threats last week, after
East African nations, including
Uganda, pledged to send 2,000 more
troops to Somalia.

On Sunday, tourist-heavy crowds
had gathered in front of televisions
to watch the World Cup finals.
Around 10:30 p.m. local time, explo-
sions hit an Ethiopian restaurant, a
rugby club and a packed pub, killing
scores of locals and 11 foreigners,
including one American.

“Most people who died were just
in front of me. The blast was so
loud—the next thing I saw were
body parts flying over,” says Ugan-
dan musician Bebe Cool who was
performing at the rugby club but es-
caped with minor injuries.

At least 70 people were injured,
among them six members of a Penn-
sylvania church group who were at
the Ethiopian restaurant. Ian Clarke,
the director of International Hospi-
tal Kampala, said a number of the
victims from the Ethiopian Restau-
rant sustained head injuries; some
were in critical condition.

Uganda security forces said they
suspected al Shabaab suicide bomb-
ers carried out the attacks. A police
spokeswoman said the Ugandan po-
lice requested assistance from the
U.S. Federal Bureau of Investigation
and other foreign intelligence agen-
cies. The police haven’t yet made
any arrests.

The U.S. State Department of-
fered U.S. assistance on the investi-
gation, spokesman P.J. Crowley said.
“We’ll be helping them in coming
days,” he said.

Uganda’s President Yoweri Mu-
seveni vowed to fight back. “We
shall defeat them as we have done
in the past,” he said. “This is a cow-
ardly act of terrorists. If they want
to fight, why don’t they go for the
army?”

By Peter Wonacott
in Johannesburg

and Nicholas Bariyo
in Kampala, Uganda

A bomb victim at a Kampala hospital Sunday. With the Uganda attack, Somali militants widened their fight.
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Going fast
Indonesia has the world's third-largest
tropical rainforest behind Brazil and
the Democratic Republic of Congo, but
its forests are rapidly disappearing.

Sources: Indonesia Ministry of Forestry; WSJ research

Notes: Data include total losses of dry land forest and
peatswamp 100,000 hectares = 247,105 acres
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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 07/09 GBP 7.70 -6.5 20.3 -2.8
Andfs. Borsa Global GL EQ AND 07/09 EUR 6.04 -7.1 14.4 -13.4
Andfs. Emergents GL EQ AND 07/09 USD 15.99 -7.9 25.5 -6.8
Andfs. Espanya EU EQ AND 07/09 EUR 11.74 -15.7 7.6 -8.9
Andfs. Estats Units US EQ AND 07/09 USD 13.84 -7.9 15.0 -10.8
Andfs. Europa EU EQ AND 07/09 EUR 7.08 -9.7 13.4 -10.3
Andfs. Franca EU EQ AND 07/09 EUR 8.75 -10.2 13.7 -10.7
Andfs. Japo JP EQ AND 07/09 JPY 474.10 -7.3 3.8 -14.7
Andfs. Plus Dollars US BA AND 07/09 USD 9.24 -2.1 9.1 -4.5
Andfs. RF Dolars US BD AND 07/09 USD 11.65 1.9 8.8 1.4
Andfs. RF Euros EU BD AND 07/09 EUR 10.91 0.8 8.3 1.7
Andorfons EU BD AND 07/09 EUR 14.57 0.5 9.4 1.3
Andorfons Alternative Premium GL EQ AND 05/31 EUR 101.35 2.4 7.4 -6.1
Andorfons Mix 30 EU BA AND 07/09 EUR 9.39 -1.7 12.2 -5.6
Andorfons Mix 60 EU BA AND 07/09 EUR 8.84 -4.7 12.8 -11.7

n CHARTERED ASSET MANAGEMENT PTE LTD - TEL NO: 65-6835-8866
Fax No: 65-6835 8865, Website: www.cam.com.sg, Email: cam@cam.com.sg
CAM-GTF Limited AS EQ MUS 07/02 USD 318770.21 16.1 64.0 16.6

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 07/12 EUR 8.91 0.6 0.1 -3.2
DJE-Absolut P GL EQ LUX 07/12 EUR 205.57 0.4 17.3 -4.4
DJE-Alpha Glbl P EU BA LUX 07/12 EUR 172.44 -3.2 10.9 -4.5
DJE-Div& Substanz P EU EQ LUX 07/12 EUR 218.54 1.6 21.4 0.3
DJE-Gold&Resourc P OT EQ LUX 07/12 EUR 191.04 12.2 44.8 1.3
DJE-Renten Glbl P EU BD LUX 07/12 EUR 135.64 3.9 8.6 6.3
LuxPro-Dragon I AS EQ LUX 07/12 EUR 146.72 -7.1 15.4 7.0
LuxPro-Dragon P AS EQ LUX 07/12 EUR 142.41 -7.4 14.9 6.5
LuxTopic-Aktien Europa EU EQ LUX 07/12 EUR 16.82 -5.0 11.3 2.3
LuxTopic-Pacific AS EQ LUX 07/12 EUR 18.07 10.3 39.2 2.7

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com
n HSBC Portfolio Selection Fund
Sel Emerg Mkt Debt GL BD GGY 12/31 USD 350.10 42.6 54.7 6.4
Sel Emerg Mkt Equity GL EQ GGY 12/31 USD 207.66 63.0 73.6 -11.3
Sel Euro Equity EUR OT OT GGY 12/31 EUR 96.29 32.6 27.0 -17.7
Sel European Equity EU EQ GGY 12/31 USD 181.94 42.7 49.9 -16.8
Sel Glob Equity GL EQ GGY 12/31 USD 189.25 35.2 42.1 -15.7
Sel Glob Fxd Inc GL BD GGY 12/31 USD 143.46 11.4 15.8 -1.4
Sel Pacific Equity AS EQ GGY 12/31 USD 143.75 68.5 80.5 -7.1
Sel US Equity US EQ GGY 12/31 USD 123.56 24.0 30.0 -14.2
Sel US Sm Cap Eq US EQ GGY 12/31 USD 168.82 30.1 42.6 -14.8

n HSBC Trinkaus Investment Managers SA
E-Mail: funds@hsbctrinkaus.lu
Telephone: 352 - 47 18471
Prosperity Return Fund A JP BD LUX 07/12 JPY 10081.45 1.6 NS NS
Prosperity Return Fund B EU BD LUX 07/12 JPY 9056.81 -8.4 NS NS
Prosperity Return Fund C EU BD LUX 07/12 USD 91.44 -5.2 NS NS
Prosperity Return Fund D EU BD LUX 07/12 EUR 109.46 12.1 NS NS
Renaissance Hgh Grade Bd A JP BD LUX 07/12 JPY 10115.13 2.2 NS NS
Renaissance Hgh Grade Bd B EU BD LUX 07/12 JPY 9015.18 -8.5 NS NS
Renaissance Hgh Grade Bd C EU BD LUX 07/12 USD 90.42 -5.4 NS NS
Renaissance Hgh Grade Bd D EU BD LUX 07/12 EUR 105.02 7.9 NS NS

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 07/09 EUR 21.02 -13.6 -9.9 -35.5
MP-TURKEY.SI OT OT SVN 07/09 EUR 41.16 18.6 58.4 13.9

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 07/09 EUR 14.42 7.9 24.7 2.0
Parex Eastern Europ Bd EU BD LVA 07/09 USD 16.29 11.3 30.6 7.4
Parex Russian Eq EE EQ LVA 07/09 USD 19.91 2.0 43.2 -18.6

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 07/09 EUR 126.82 4.6 39.4 NS
Pictet-Asian Eq ExJpn-I USD AS EQ LUX 07/12 USD 165.76 -5.5 21.3 -5.4
Pictet-Asian Eq ExJpn-P USD AS EQ LUX 07/12 USD 157.06 -5.9 20.3 -6.2
Pictet-Biotech-P USD OT EQ LUX 07/09 USD 247.43 -12.6 -5.5 -15.4
Pictet-CHF Liquidity-P CH MM LUX 07/09 CHF 124.12 -0.1 0.0 0.3

Pictet-CHF Liquidity-P dy CH MM LUX 07/09 CHF 93.33 -0.1 0.0 0.3
Pictet-Conv. Bonds-P EUR EU BD LUX 07/09 EUR 99.83 NS NS NS
Pictet-Digital Comm-P USD OT EQ LUX 07/09 USD 117.12 0.2 26.5 3.6
Pictet-Eastern Europe-P EUR EU EQ LUX 07/09 EUR 344.31 9.5 73.0 -6.2
Pictet-Emerging Markets-P USD GL EQ LUX 07/12 USD 499.90 -6.3 26.8 -9.5
Pictet-Eu Equities Sel-P EUR EU EQ LUX 07/09 EUR 410.29 0.6 26.2 -5.8
Pictet-EUR Bonds-P EU BD LUX 07/09 EUR 398.10 3.5 6.2 5.7
Pictet-EUR Bonds-Pdy EU BD LUX 07/09 EUR 291.93 3.5 6.2 5.7
Pictet-EUR Corporate Bonds-P EU BD LUX 07/09 EUR 151.48 2.4 10.2 8.4
Pictet-EUR Corporate Bonds-Pdy EU BD LUX 07/09 EUR 102.69 2.4 10.2 8.4
Pictet-EUR High Yield-P EU BD LUX 07/09 EUR 152.86 4.5 29.5 7.8
Pictet-EUR High Yield-Pdy EU BD LUX 07/09 EUR 83.79 4.6 29.5 7.8
Pictet-EUR Liquidity-P EU MM LUX 07/09 EUR 136.07 0.1 0.3 1.3
Pictet-EUR Liquidity-Pdy EU MM LUX 07/09 EUR 96.74 0.1 0.3 1.3
Pictet-EUR Sovereign Liq-P EU MM LUX 07/09 EUR 102.41 0.0 0.0 1.1
Pictet-EUR Sovereign Liq-Pdy EU MM LUX 07/09 EUR 99.92 0.0 0.0 1.1
Pictet-Europe Index-P EUR EU EQ LUX 07/09 EUR 101.61 0.6 28.2 -3.4
Pictet-European Sust Eq-P EUR EU EQ LUX 07/09 EUR 135.64 1.9 30.1 -2.9
Pictet-Glo Emerging Debt-P USD GL BD LUX 07/09 USD 254.92 4.8 17.3 13.1
Pictet-Glo Emerging Debt-Pdy USD GL BD LUX 07/09 USD 165.56 4.8 17.3 13.1
Pictet-Greater China-P USD AS EQ LUX 07/12 USD 325.59 -7.3 13.9 -1.2
Pictet-Indian Equities-P USD EA EQ LUX 07/12 USD 371.14 2.9 41.9 9.5
Pictet-Japan Index-P JPY JP EQ LUX 07/12 JPY 8373.20 -5.7 0.5 -17.8
Pictet-Japanese Eq 130/30-P JPY JP EQ LUX 07/12 JPY 4248.42 -3.8 2.7 -16.0
Pictet-Japanese Eq Sel-I JPY JP EQ LUX 07/12 JPY 7310.10 -5.6 -0.2 -20.5
Pictet-Japanese Eq Sel-P JPY JP EQ LUX 07/12 JPY 7066.41 -5.9 -0.9 -21.0
Pictet-MENA-P USD OT OT LUX 07/11 USD 46.06 2.7 NS NS
Pictet-Pac (ExJpn) Idx-P USD AS EQ LUX 07/12 USD 252.53 -7.5 31.5 -3.6
Pictet-Piclife-P CHF CH BA LUX 07/09 CHF 779.98 -1.4 9.3 0.5
Pictet-Premium Brands-P EUR OT EQ LUX 07/09 EUR 75.63 15.8 56.0 13.9
Pictet-Russian Equities-P USD EE EQ LUX 07/09 USD 61.99 -3.8 67.1 -18.0
Pictet-Security-P USD GL EQ LUX 07/09 USD 100.30 0.7 25.2 4.3
Pictet-Small Cap Europe-P EUR EU EQ LUX 07/09 EUR 478.25 5.6 31.6 -2.8
Pictet-Timber-P USD GL EQ LUX 07/09 USD 101.53 -4.7 39.3 NS
Pictet-USA Index-P USD US EQ LUX 07/09 USD 88.08 -2.8 23.4 -5.7
Pictet-USD Government Bonds-P US BD LUX 07/09 USD 534.55 5.3 5.2 5.2
Pictet-USD Government Bonds-Pdy US BD LUX 07/09 USD 382.22 5.3 5.2 5.2
Pictet-USD Liquidity-P US MM LUX 07/09 USD 131.03 0.0 0.1 0.8
Pictet-USD Liquidity-Pdy US MM LUX 07/09 USD 84.85 0.0 0.1 0.8
Pictet-USD Sovereign Liq-P US MM LUX 07/09 USD 101.57 0.0 0.0 0.7
Pictet-USD Sovereign Liq-Pdy US MM LUX 07/09 USD 100.06 0.0 0.0 0.7
Pictet-Water-P EUR GL EQ LUX 07/09 EUR 135.51 9.3 29.3 3.0
Pictet-World Gvt Bonds-P USD EU BD LUX 07/12 USD 165.92 0.5 2.6 3.7
Pictet-World Gvt Bonds-Pdy USD EU BD LUX 07/12 USD 134.55 0.5 2.6 3.7

n POLAR CAPITAL PARTNERS LIMITED
International Fund Managers (Ireland) Limited PH - 353 1 670 660 Fax - 353 1 670 1185
Global Technology OT EQ IRL 07/09 USD 13.70 1.9 30.6 7.2
Japan Fund USD JP EQ IRL 07/12 USD 16.26 2.3 4.2 3.1
Polar Healthcare Class I USD OT EQ IRL 07/09 USD 12.04 -6.9 13.6 NS
Polar Healthcare Class R USD OT EQ IRL 07/09 USD 11.98 -7.2 13.0 NS

n Hemisphere Management (Ireland) Limited
Discovery USD A OT OT CYM 05/31 USD 109.20 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 05/31 USD 135.06 -1.7 0.6 6.4
Europn Forager USD B EU EQ CYM 05/31 USD 226.81 1.3 15.9 4.7
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 04/30 USD 187.82 2.1 6.9 5.4

n PT CIPTADANA ASSET MANAGEMENT
Tel: +6221 25574 883 Fax: +6221 25574 893 Website: www.ciptadana-asset.com
Indonesian Grth Fund GL EQ BMU 07/07 USD 147.21 15.6 59.0 8.1

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
ACTION FRANCE A EU EQ IRL 07/09 EUR 661.36 -6.5 21.3 -7.8
CORE EUROZONE EQ B EU EQ IRL 07/09 EUR 793.55 -4.6 22.5 -6.3
EURO FIXED INCOME A EU BD IRL 07/09 EUR 1316.70 5.8 13.1 4.6
EURO FIXED INCOME B EU BD IRL 07/09 EUR 1410.34 6.1 13.8 5.3
EUROPEAN SMALL CAP A EU EQ IRL 07/09 EUR 1262.03 5.1 35.4 -4.3
EUROPEAN SMALL CAP B EU EQ IRL 07/09 EUR 1356.08 5.4 36.2 -3.7
EUROZONE AGG A EUR EU EQ IRL 07/09 EUR 659.18 0.5 30.1 -4.8
EUROZONE AGG B EUR EU EQ IRL 07/09 EUR 950.27 0.8 30.9 -4.3
GLB REAL EST SEC A OT EQ IRL 07/09 USD 880.45 -1.8 35.1 -10.1
GLB REAL EST SEC B OT EQ IRL 07/09 USD 910.55 -1.5 35.9 -9.6
GLB REAL EST SEC EH A OT EQ IRL 07/09 EUR 795.02 -1.2 32.6 -10.1
GLB REAL EST SEC SH B OT EQ IRL 07/09 GBP 75.14 -0.8 33.9 -10.2
GLB STRAT YIELD A EU BD IRL 07/09 EUR 1692.08 5.3 25.5 7.8
GLB STRAT YIELD B EU BD IRL 07/09 EUR 1816.26 5.6 26.2 8.5
GLOBAL BOND A EU BD IRL 07/09 EUR 1288.55 16.6 23.6 16.3
GLOBAL BOND B EU BD IRL 07/09 EUR 1376.60 17.0 24.4 17.0
GLOBAL BOND EH A GL BD IRL 07/09 EUR 1471.74 7.0 14.9 7.7
GLOBAL BOND EH B GL BD IRL 07/09 EUR 1567.02 7.4 15.6 8.4
JAPAN EQUITY A JP EQ IRL 07/09 JPY 10957.23 -5.8 -1.8 -17.1
JAPAN EQUITY B JP EQ IRL 07/09 JPY 11715.33 -5.6 -1.2 -16.6
PAC BASIN (X JPN) A AS EQ IRL 07/09 USD 2184.52 -4.5 29.7 1.9
PAC BASIN (X JPN) B AS EQ IRL 07/09 USD 2338.68 -4.2 30.5 2.5
PAN EUROPEAN EQUITY A EU EQ IRL 07/09 EUR 970.85 0.9 30.6 -4.5
PAN EUROPEAN EQUITY B EU EQ IRL 07/09 EUR 1038.05 1.2 31.4 -4.0
US EQUITY A US EQ IRL 07/09 USD 839.67 -3.8 22.9 -7.4
US EQUITY B US EQ IRL 07/09 USD 901.79 -3.5 23.6 -6.9
US SMALL CAP EQUITY A US EQ IRL 07/09 USD 1301.91 1.0 31.0 -5.4
US SMALL CAP EQUITY B US EQ IRL 07/09 USD 1399.12 1.3 31.7 -4.8

n SEB ASSET MANAGEMENT S.A.
www.seb.se
n SEB Fund 1
Asset Sele C EUR OT OT LUX 07/12 EUR 13.60 -1.9 0.9 6.6

Asset Sele C H-CHF OT OT LUX 07/12 CHF 94.22 -2.1 0.5 NS
Asset Sele C H-GBP OT OT LUX 07/12 GBP 95.77 -1.7 1.5 NS
Asset Sele C H-JPY OT OT LUX 07/12 JPY 9499.16 -1.7 1.0 NS
Asset Sele C H-NOK OT OT LUX 07/12 NOK 109.85 -1.3 1.8 NS
Asset Sele C H-SEK OT OT LUX 07/12 SEK 136.24 -2.1 0.7 6.9
Asset Sele C H-USD OT OT LUX 07/12 USD 95.54 -1.9 1.2 NS
Asset Sele CG-EUR OT OT LUX 07/12 GBP 97.09 -1.9 NS NS
Asset Sele D H-SEK OT OT LUX 07/12 SEK 125.67 -2.0 0.7 NS
Choice Global Value -C- GL EQ LUX 07/12 SEK 73.11 -5.1 17.5 -8.8
Choice Global Value -D- GL EQ LUX 07/12 SEK 68.19 -5.1 17.6 -8.8
Choice Global Value -I- GL EQ LUX 07/12 EUR 6.91 3.0 37.6 -8.0
Choice Japan Fd -C- JP EQ LUX 07/12 JPY 44.68 -4.7 -2.2 -19.1
Choice Japan Fd -D- JP EQ LUX 07/12 JPY 40.01 -4.7 -2.2 -19.1
Choice Jpn Chance/Risk -C- JP EQ LUX 07/12 JPY 45.77 -10.1 -2.4 -22.3
Choice NthAmChance/Risk -C- US EQ LUX 07/12 USD 3.77 -4.0 22.1 -11.3
Ethical Europe Fd -C- EU EQ LUX 07/12 EUR 1.94 -1.1 27.6 -7.0
Europe Fund -C- EU EQ LUX 07/12 EUR 2.84 0.3 30.2 -5.7
Europe Fund -D- EU EQ LUX 07/12 EUR 1.52 0.3 30.2 NS
Europe Index Fund EU EQ LUX 07/12 EUR 4.05 -0.3 27.3 -6.5
Global Chance/Risk Fd -C- GL EQ LUX 07/12 EUR 0.64 6.9 34.6 -0.1
Global Fd -C- GL EQ LUX 07/12 USD 1.97 -7.4 17.5 -12.4
Global Fd -D- GL EQ LUX 07/12 USD 1.22 -7.4 17.5 NS
Nordic Fd -C- NO EQ LUX 07/12 EUR 6.18 NS NS NS

n SEB Fund 2
Choice Asia ex. Japan -C- AS EQ LUX 07/12 USD 7.21 -2.6 22.0 0.1
Choice Asia ex. Japan -D- AS EQ LUX 07/12 USD 1.27 -2.5 22.0 NS
Currency Alpha EUR -IC- OT OT LUX 07/12 EUR 10.27 -0.3 -3.1 -1.6
Currency Alpha EUR -RC- OT OT LUX 07/12 EUR 10.16 -0.5 -3.5 -2.0
Currency Alpha SEK -ID- OT OT LUX 07/12 SEK 91.73 -0.3 -3.3 -3.6
Currency Alpha SEK -RC- OT OT LUX 07/12 SEK 95.72 -0.5 -3.5 -2.0
Generation Fd 80 -C- OT OT LUX 07/12 SEK 8.00 1.0 16.7 1.4
Nordic Focus SH A NO EQ LUX 07/12 EUR 85.34 5.7 46.8 2.9
Nordic Focus SH B NO EQ LUX 07/12 SEK 86.04 5.7 46.8 2.9
Nordic Focus SH C NO EQ LUX 07/12 NOK 85.44 5.7 46.8 2.9
Russia Fd -C- EE EQ LUX 07/12 EUR 9.69 9.6 86.7 -4.9

n SEB Fund 3
Ethical Glbl Index Fd -D- GL EQ LUX 07/12 USD 0.74 -10.1 17.4 -9.6
Ethical Glbl lndex Fd -C- GL EQ LUX 07/12 USD 0.77 NS NS NS
Ethical Sweden Fd -D- NO EQ LUX 07/12 SEK 44.66 8.2 36.0 15.2
Index Linked Bd Fd SEK -D- OT BD LUX 07/12 SEK 13.14 2.2 4.8 3.8
Medical Fd -D- OT EQ LUX 07/12 USD 3.07 -7.7 12.9 -6.1
Short Medium Bd Fd SEK -D- NO MM LUX 07/12 SEK 8.56 0.0 0.0 1.1
Technology Fd -C- OT EQ LUX 07/12 USD 0.20 -5.1 22.3 NS
Technology Fd -D- OT EQ LUX 07/12 USD 2.40 -5.1 22.3 0.3
U.S. Index Fd -C- US EQ LUX 07/12 USD 1.76 -3.8 23.2 -6.8
U.S. Index Fd -D- US EQ LUX 07/12 USD 1.74 -4.7 22.0 -7.2
World Fd -C- NO BA LUX 07/12 USD 28.02 -1.6 24.6 NS
World Fd -D- NO BA LUX 07/12 USD 2.09 -3.3 22.5 -5.8

n SEB Fund 4
Short Bond Fd EUR -C- EU MM LUX 07/12 EUR 1.27 -0.1 -0.2 0.1
Short Bond Fd EUR -D- EU MM LUX 07/12 EUR 0.49 -1.3 -1.4 NS
Short Bond Fd SEK -C- NO MM LUX 07/12 SEK 21.96 0.0 0.3 1.3
Short Bond Fd SEK HNWC NO MM LUX 07/12 SEK 11.11 0.2 NS NS
Short Bond Fd SEK HNWD NO MM LUX 07/12 SEK 9.96 -1.9 NS NS
Short Bond Fd USD -C- US MM LUX 07/12 USD 2.48 -0.3 -0.6 0.0

n SEB Fund 5
Bond Fd SEK -C- NO BD LUX 07/12 SEK 43.96 2.6 4.0 7.8
Bond Fd SEK -D- NO BD LUX 07/12 SEK 12.31 -1.1 0.3 5.9
Bond Fd SEK HNWD NO BD LUX 07/12 SEK 8.93 2.7 NS NS
Corp. Bond Fd EUR -C- EU BD LUX 07/12 EUR 1.31 3.3 12.1 6.1
Corp. Bond Fd EUR -D- EU BD LUX 07/12 EUR 0.97 3.4 11.9 6.1
Corp. Bond Fd SEK -C- NO BD LUX 07/12 SEK 13.14 4.5 13.7 4.5
Corp. Bond Fd SEK -D- NO BD LUX 07/12 SEK 9.57 4.5 13.7 4.5
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 07/12 EUR 106.43 6.5 9.0 7.0
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 07/12 EUR 115.74 6.3 8.5 9.1
Flexible Bond Fd -C- NO BD LUX 07/12 SEK 21.33 -0.1 0.1 3.3
Flexible Bond Fd -D- NO BD LUX 07/12 SEK 11.32 -0.1 0.1 3.3

n SEB Sicav 1
Choice Emerging Mkts Fd -C- GL EQ LUX 07/12 USD 2.53 -5.4 28.7 -4.5
Eastern Europe exRussia Fd -C- EE EQ LUX 07/12 EUR 2.65 NS NS NS

n SEB Sicav 2
Choice Asia SmCap exJpn -C- AS EQ LUX 07/12 SEK 31.63 -1.7 21.2 12.8
Eastern Europe SmCap Fd -C- EU EQ LUX 07/12 EUR 2.95 NS NS NS
Europe Chance/Risk Fd -C- EU EQ LUX 07/12 EUR 1047.81 1.1 31.1 -7.5
Listed Private Equity -C- OT OT LUX 07/12 EUR 141.03 9.5 57.8 NS
Listed Private Equity -IC- OT OT LUX 07/12 EUR 85.92 12.9 70.1 NS
Listed Private Equity -ID- OT OT LUX 07/12 EUR 82.13 12.7 69.3 NS
Nordic Small Cap -C- NO EQ LUX 07/12 EUR 137.58 2.1 48.0 NS
Nordic Small Cap -IC- NO EQ LUX 07/12 EUR 138.37 2.4 48.9 NS

n SEB Sicav 3
Asset Sele Defensive EUR -C- OT OT LUX 07/12 EUR 97.83 -2.0 -1.0 NS
Asset Sele Defensive GBP -D- OT OT LUX 07/12 GBP 97.09 -1.9 NS NS
Asset Sele Defensive SEK -A- OT OT LUX 07/12 SEK 76.73 -1.9 -0.8 -13.9
Asset Sele Defensive SEK -C- OT OT LUX 07/12 SEK 97.78 -1.9 -1.2 NS
Asset Sele Defensive SEK -D- OT OT LUX 07/12 SEK 68.63 -1.9 -0.8 -13.9
Asset Sele Defensive USD -C- OT OT LUX 07/12 USD 99.14 -1.8 -1.0 NS
Asset Sele Opp C EUR OT OT LUX 07/12 EUR 95.31 -3.8 NS NS
Asset Sele Opp C H NOK OT OT LUX 07/12 NOK 99.02 -3.1 1.8 NS
Asset Sele Opp C H SEK OT OT LUX 07/12 SEK 96.90 -4.0 0.4 NS
Asset Sele Opp D GBP OT OT LUX 07/12 GBP 92.84 -3.4 NS NS
Asset Sele Opp IC EUR OT OT LUX 07/12 EUR 98.03 -3.8 0.9 NS
Asset Sele Opp ID H GBP OT OT LUX 07/12 GBP 98.32 -3.3 1.6 NS
Asset Sele Opp ID H SEK OT OT LUX 07/12 SEK 97.52 -3.9 0.5 NS

Asset Sele Original C EUR EU BA LUX 07/12 EUR 99.58 -1.8 0.6 NS
Asset Sele Original D GBP EU BA LUX 07/12 GBP 100.32 -1.5 1.3 NS
Asset Sele Original ID GBP EU BA LUX 07/12 GBP 99.95 -1.5 1.0 NS

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
A company of Amundi Group
Bonds ConvEurope A EU BD LUX 07/08 EUR 31.35 5.7 12.3 2.1
Bonds Eur Corp A EU BD LUX 07/08 EUR 23.29 0.8 5.4 4.2
Bonds Eur Hi Yld A EU BD LUX 07/08 EUR 21.29 3.4 23.1 5.9
Bonds EURO A EU BD LUX 07/09 EUR 42.17 2.7 4.9 7.1
Bonds Europe A EU BD LUX 07/08 EUR 40.45 3.4 5.2 6.9
Bonds US MtgBkSec A US BD LUX 04/29 USD 24.41 -4.7 11.9 0.0
Bonds World A GL BD LUX 07/08 USD 42.08 0.2 4.6 4.0
Eq. AsiaPac Dual Strategies A AS EQ LUX 07/09 USD 9.57 -8.2 21.3 -4.0
Eq. China A AS EQ LUX 07/09 USD 21.46 -11.1 9.2 -0.8
Eq. Concentrated Euroland A EU EQ LUX 07/09 EUR 83.67 -10.0 8.5 -12.9
Eq. ConcentratedEuropeA EU EQ LUX 07/08 EUR 26.59 -1.5 22.3 -7.1
Eq. Emerging Europe A EU EQ LUX 07/08 EUR 25.40 7.8 60.5 -15.1
Eq. Equities Global Energy OT EQ LUX 07/08 USD 15.34 -15.4 9.2 -24.5
Eq. Euroland A EU EQ LUX 07/09 EUR 10.04 -7.3 15.1 -12.3
Eq. Euroland MidCapA EU EQ LUX 04/30 EUR 14.61 1.4 -45.7 -33.8
Eq. Euroland Small Cap A EU EQ LUX 07/08 EUR 141.77 0.4 27.5 -4.1
Eq. EurolandCyclclsA OT EQ LUX 07/08 EUR 17.79 0.0 24.8 -5.9
Eq. EurolandFinancialA OT EQ LUX 07/08 EUR 9.87 -12.8 13.4 -13.6
Eq. Glbl Emg Cty A GL EQ LUX 07/09 USD 8.51 -12.1 9.9 -12.7
Eq. Global A GL EQ LUX 07/08 USD 25.92 -6.9 19.6 -8.8
Eq. Global Resources A GL EQ LUX 07/08 USD 103.55 -5.2 32.9 -14.4
Eq. Gold Mines A OT EQ LUX 07/08 USD 31.85 5.1 40.8 5.2
Eq. India A EA EQ LUX 07/09 USD 132.67 1.5 33.7 8.4
Eq. Japan CoreAlpha A JP EQ LUX 07/09 JPY 7258.38 0.1 0.3 -8.9
Eq. Japan Sm Cap A JP EQ LUX 07/09 JPY 1029.93 -3.7 -2.4 -10.8
Eq. Japan Target A JP EQ LUX 07/12 JPY 1640.94 0.5 -4.6 -7.0
Eq. Latin America A GL EQ LUX 07/08 USD 108.37 -6.8 39.9 -10.2
Eq. US ConcenCore A US EQ LUX 07/08 USD 21.19 -6.2 20.5 -5.1
Eq. US Focused A US EQ LUX 07/09 USD 14.99 -5.5 16.2 -17.1
Eq. US Lg Cap Gr A US EQ LUX 07/08 USD 14.09 -7.6 16.4 -14.1
Eq. US Mid Cap A US EQ LUX 07/08 USD 30.41 1.8 38.3 -5.0
Eq. US Multi Strg A US EQ LUX 07/09 USD 20.42 -4.0 21.7 -10.6
Eq. US Rel Val A US EQ LUX 07/08 USD 19.30 -6.3 20.9 -10.8
Eq. US Sm Cap Val A US EQ LUX 07/08 USD 15.14 -5.1 22.4 -14.8
Money Market EURO A EU MM LUX 07/08 EUR 27.44 0.2 0.4 1.6
Money Market USD A US MM LUX 07/08 USD 15.85 0.1 0.2 0.9

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
MENA Real Estate Fund OT OT ARE 07/01 USD 843.35 -12.3 -12.9 -31.6
MENA Special Sits Fund OT OT BMU 05/31 USD 1100.19 1.9 6.7 NS
UAE Blue Chip Fund OT OT ARE 07/01 AED 4.58 -14.0 -14.5 -38.5

n YUKI INTERNATIONAL LIMITED
Tel +44-207-269-0203 www.yukifunds.com
n YMR-N Series
YMR-N Growth Fund JP EQ IRL 07/12 JPY 8580.00 -9.3 2.2 -19.1
YMR-N Small Cap Fund JP EQ IRL 07/12 JPY 6423.00 -8.4 -3.1 -16.3

n Yuki 77 Series
Yuki 77 General JP EQ IRL 07/12 JPY 5375.00 -12.6 -8.2 -23.8

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 07/12 JPY 6156.00 -9.8 -1.4 -19.6
Yuki Chugoku JpnLowP JP EQ IRL 07/12 JPY 7485.00 -0.7 -4.6 -17.6

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 07/12 JPY 4098.00 -12.3 -4.9 -25.2
Yuki Hokuyo Jpn Inc JP EQ IRL 07/12 JPY 4879.00 -7.0 -3.4 -19.8
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 07/12 JPY 4664.00 -8.6 -4.5 -16.1

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III JP EQ IRL 07/12 JPY 3876.00 -12.3 -4.3 -26.9
Yuki Mizuho Jpn Dyn Gro JP EQ IRL 07/12 JPY 4188.00 -10.2 -3.8 -26.4
Yuki Mizuho Jpn Exc 100 JP EQ IRL 07/12 JPY 6064.00 -13.0 -1.8 -22.1
Yuki Mizuho Jpn Gen JP EQ IRL 07/12 JPY 7894.00 -8.4 -0.2 -19.4
Yuki Mizuho Jpn Gro JP EQ IRL 07/12 JPY 5776.00 -9.2 -5.2 -21.0
Yuki Mizuho Jpn Inc JP EQ IRL 07/12 JPY 7237.00 -5.2 -1.1 -21.2
Yuki Mizuho Jpn Lg Cap JP EQ IRL 07/12 JPY 4627.00 -10.8 -2.5 -21.6
Yuki Mizuho Jpn LowP JP EQ IRL 07/12 JPY 10946.00 -5.3 -3.1 -14.8
Yuki Mizuho Jpn PGth JP EQ IRL 07/12 JPY 6967.00 -12.5 -7.2 -24.3
Yuki Mizuho Jpn SmCp JP EQ IRL 07/12 JPY 6706.00 -6.0 0.0 -14.3
Yuki Mizuho Jpn Val Sel AS EQ IRL 07/12 JPY 5261.00 -6.9 -3.0 -18.1
Yuki Mizuho Jpn YoungCo AS EQ IRL 07/12 JPY 2451.00 -10.1 -10.0 -22.4

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 07/12 JPY 4975.00 -8.2 -0.4 -20.4

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

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 02/26 USD 1828.22 20.3 67.1 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 99.63 -1.4 0.7 -11.7
D'Auriol Opp F3 EUR EU MM CYM 02/26 EUR 968.47 -1.9 -1.8 -13.3

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

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

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com
HSBC Absolute Companies
Global Absolute OT OT GGY 03/31 GBP 1.11 2.9 16.5 0.6
Global Absolute EUR OT OT GGY 05/13 EUR 1.56 2.8 14.2 NS
Global Absolute USD OT OT GGY 03/31 USD 2.05 2.8 15.2 0.3

n HSBC ALTERNATIVE STRATEGY FUND
Special Opp EUR OT OT CYM 06/18 EUR 91.27 -0.6 14.9 NS

Special Opp Inst EUR OT OT CYM 06/18 EUR 86.51 -0.3 15.7 NS
Special Opp Inst USD OT OT CYM 06/18 USD 98.40 -0.2 16.3 NS
Special Opp USD OT OT CYM 06/18 USD 96.06 -0.5 15.5 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 05/28 CHF 110.84 0.1 8.5 -5.3
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 06/18 GBP 132.30 0.2 7.2 NS
GH Fund Inst USD OT OT GGY 06/18 USD 112.21 0.4 7.8 NS
GH FUND S EUR OT OT CYM 06/18 EUR 128.87 0.7 8.2 NS
GH FUND S GBP OT OT GGY 06/18 GBP 133.73 0.8 8.4 NS
GH Fund S USD OT OT CYM 06/18 USD 151.22 0.7 8.4 NS
GH Fund USD OT OT GGY 05/28 USD 274.56 0.3 9.3 -3.7
Hedge Investments OT OT JEY 06/18 USD 140.42 NS 7.7 NS
Leverage GH USD OT OT GGY 05/28 USD 120.11 -0.2 16.7 -11.4
MultiAdv Arb CHF Hdg OT OT JEY 05/28 CHF 96.27 1.8 10.4 -7.2
MultiAdv Arb EUR Hdg OT OT JEY 05/28 EUR 105.18 2.1 11.6 -6.4
MultiAdv Arb GBP Hdg OT OT JEY 05/28 GBP 113.47 2.2 11.4 -6.7
MultiAdv Arb S EUR OT OT CYM 06/18 EUR 112.96 2.6 10.8 NS
MultiAdv Arb S GBP OT OT CYM 05/28 GBP 118.35 2.7 12.9 -5.5
MultiAdv Arb S USD OT OT CYM 06/18 USD 128.99 2.4 10.9 NS
MultiAdv Arb USD OT OT JEY 05/28 USD 197.96 2.0 11.7 -5.0

n HSBC Uni-folio
Asian AdbantEdge EUR OT OT JEY 06/18 EUR 96.61 -2.7 1.0 NS
Asian AdvantEdge OT OT JEY 06/18 USD 177.97 -2.6 1.7 NS
Emerg AdvantEdge OT OT JEY 06/18 USD 162.20 -3.1 4.5 NS
Emerg AdvantEdge EUR OT OT JEY 06/18 EUR 90.02 -3.4 4.1 NS
Europ AdvantEdge EUR OT OT JEY 06/18 EUR 131.64 -0.8 7.7 NS
Europ AdvantEdge USD OT OT JEY 06/18 USD 140.01 -0.7 8.1 NS
Real AdvantEdge EUR OT OT JEY 06/18 EUR 104.66 -3.3 1.2 NS

Real AdvantEdge USD OT OT JEY 06/18 USD 105.16 -2.9 1.7 NS
Trading Adv JPY OT OT GGY 06/18 JPY 9508.09 3.1 -0.7 NS
Trading AdvantEdge OT OT GGY 05/28 USD 144.18 2.4 -1.2 NS
Trading AdvantEdge EUR OT OT GGY 06/18 EUR 130.08 2.1 -1.6 NS
Trading AdvantEdge GBP OT OT GGY 06/18 GBP 138.03 2.5 -1.0 NS

n MERIDEN GROUP
Tel: + 376 741 175 Fax: + 376 741 183 Email: meriden@meriden-ipm.com
Antanta Combined Fund EE EQ AND 06/25 USD 373.77 1.4 37.4 -29.5
Antanta MidCap Fund EE EQ AND 07/02 USD 680.84 -4.1 66.5 -37.4
Meriden Opps Fund GL OT AND 07/07 EUR 46.95 -21.7 -39.0 -33.2
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 SEB ALTERNATIVE INVESTMENT
SEB KEY Europe Equity Long Short
Key Europe Long/Short EUR -IC- OT OT LUX 05/31 EUR 92.38 0.0 5.8 NS
Key Europe Long/Short EUR -RC- OT OT LUX 05/31 EUR 91.37 -0.3 5.2 NS

n SEB KEY Hedge
Key Hedge EUR -IC- OT OT LUX 05/31 EUR 103.23 1.1 7.1 NS

Key Hedge EUR-RC- OT OT LUX 05/31 EUR 102.23 0.9 6.6 NS

n SEB KEY Market Independent II
Key Market Independent II EUR -RC- OT OT LUX 05/31 EUR 97.35 0.9 7.1 -0.4
Key Market Independent II SEK -I- OT OT LUX 05/31 SEK 94.44 0.8 6.8 -0.6

n SEB KEY Recovery
Key Recovery -IC- OT OT LUX 05/31 EUR 92.51 2.5 12.0 NS
Key Recovery -RC- OT OT LUX 05/31 EUR 91.51 2.3 11.4 NS

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 05/31 EUR 987.58 6.4 8.4 NS
Winton Evolution GBP Cls G GL OT CYM 05/31 GBP 995.29 6.7 9.0 NS
Winton Evolution USD Cls F GL OT CYM 05/31 USD 1252.64 6.4 8.7 0.1
Winton Futures EUR Cls C GL OT VGB 05/31 EUR 207.14 6.7 9.1 2.3
Winton Futures GBP Cls D GL OT VGB 05/31 GBP 224.13 6.7 9.5 2.8
Winton Futures JPY Cls E GL OT VGB 05/31 JPY 14650.41 8.2 10.3 1.3
Winton Futures USD Cls B GL OT VGB 05/31 USD 736.23 6.8 9.5 2.1

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 06/30.00 USD1408.74 7.4 -12.7 -6.5
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Israel cites flawed planning in flotilla raid
TEL AVIV—An Israeli military re-

port blames faulty intelligence and
poor planning for the botched raid
of a Gaza-bound aid ship, but praises
the “heroic” commandos who car-
ried out the raid and concludes that
the ship’s passengers likely fired
first, using at least one gun the re-
port says was already on board.

This is the first internal Israeli
report into the May 31 incident,
which left eight Turks and one Turk-
ish-American dead and triggered an
international uproar. A separate gov-
ernment-appointed commission in-
vestigating the incident is conduct-
ing a broader investigation and is
expected to announce its findings
within weeks.

The degree to which the interna-
tional community, including Wash-
ington, perceives the Israeli investi-
gations as independent and credible

could help determine whether the
United Nations proceeds with an in-
vestigation of its own into the inci-
dent.

After the raid, Washington de-
manded Israel ease the blockade of
Gaza, which Israel has taken some
steps to comply with, while Turkey
withdrew its ambassador from Tel
Aviv and canceled three joint mili-
tary exercises.

A spokesman for the Turkish For-
eign Ministry said his government
hadn’t formulated its response to
the results announced by the Israeli
military investigation. A senior U.S.
official said Washington would wait
to pass judgment after the indepen-
dent government commission com-
pletes its probe.

Huseyin Oruc, an executive board
member of the Humanitarian Relief
Foundation, or IHH, the Turkish aid
organization that sponsored the aid
flotilla and whose members attacked

the Israeli soldiers as they boarded
the ship, dismissed Israeli charges
that passengers had firearms and
fired the first shot.

“Why did they wait 42 days to
say this? If there was a single gun
on the ship, why didn’t they tell it to
the world from the first minute?” he
said.

The investigation, headed by re-
tired Israeli Maj. Gen. Giora Eiland,
faulted “underestimation of the re-
sistance on the ship” because of
flawed intelligence and poor cooper-
ation between the navy and Israel’s
intelligence services, a senior Israeli
military official involved in the in-
vestigation told reporters in a brief-
ing at Israel’s military headquarters
in downtown Tel Aviv.

It also faulted a “lack of under-
standing of the means that would be
more effective” to deal with the ship
and its passengers, the official said.

The commission found mistakes

were made at a senior level, but
avoided pinning blame on individual
officers, at least according to those
conclusions that were shared pub-
licly. The majority of the investiga-
tion’s findings are classified.

The official commended the com-
mandos who carried out the raid,
calling their conduct “professional
and courageous.”

“In all events where Israeli sol-
diers decided to shoot, it was be-
cause they were facing immediate
danger to their lives or had decided
they had to rescue soldiers who had
been captured,” he said. “There is a
good chance that the first shot was
not by an Israeli soldier.”

He said passengers fired between
four and six shots at Israeli soldiers,
using guns that were taken off Is-
raeli soldiers and at least one fire-
arm that was already on board. A
bullet removed from the knee of an
Israeli commando wounded during

the raid was from a gun that wasn’t
issued by the Israeli military, he
said. Israel found a stockpile of light
weapons on the ship, including
knives, steel pipes and slingshots,
but found no firearms.

Since the May 31 incident, one
additional aid ship has tried to run
the blockade but was stopped peace-
fully. Pro-Palestinian activists say
they are planning to send additional
aid ships, including one that has al-
ready set sail from Libya and could
approach Gaza as soon as Wednes-
day.

“If tomorrow we face a similar
ship, we’ll be able to stop it,” the of-
ficial said. “If there are dozens of
people on board with cold weapons
and they are committed to kill sol-
diers and committed to be killed, we
can’t guarantee they won’t be
killed.”

—Erkan Oz in Istanbul
contributed to this article.

BY CHARLES LEVINSON

Russian pipeline challenges OPEC
New $27 billion conveyor will take oil 4,857 kilometers from Siberia to Pacific and threaten existing Asian deals

A new $27 billion pipeline trans-
porting oil from the depths of Sibe-
ria may see Russia supplant the Or-
ganisation of Petroleum Exporting
Countries as the preferred oil sup-
plier to the world’s fastest growing
economic region.

“One of the long-term strategic
changes is that [the pipeline] will
prove a direct threat to OPEC in the
big three consumer markets in
Asia—China, Japan and Korea,” said
Andrew Reed, an analysts for En-
ergy Security Analysis, Inc.

Until now, Far Eastern markets
haven’t had their own large, local
source of crude. The Eastern Sibe-
ria-Pacific Ocean pipeline, known as
ESPO, which began construction in
2006 after more than a decade of
planning and negotiation, is already
revolutionizing the way refiners do
business in the region, giving them
more choice and therefore bargain-
ing power to cut deals with OPEC.

In its heyday, OPEC’s tight grip
on supply made developed econo-
mies cower, but it’s long been losing
market share to independent pro-
ducers such as Russia, and former
Soviet nations. The group’s weaker
position was underlined last year
when it asked independent produc-
ers for production cuts to help prop
up sagging global prices.

Reed says ESPO crude will dis-
place Middle Eastern grades not just
because of its much lower transpor-
tation costs, but also because of its
quality. Most Asian refineries are
technically better geared to process
the lighter, sweeter ESPO crude
rather than the heavier sour crude
from the Middle East.

“ESPO crude is the perfect re-
placement for China’s own declining
supply,” Reid said.

The crude is a blend of oil from
the Verkhnechonsk, Talakan and
Vankor fields in Eastern Siberia.
When construction is finished, the
pipeline will be 4,857 kilometers in
length, running from Taishet near
Lake Baikal, to the Pacific Ocean
port of Kozmino in Russia’s Far
East. Currently only the first section
of the pipeline, 2,757 kilometers in
length from Taishet to Skovorodino,
is open, the oil finishing its journey

to the coast by rail. The remaining
2,100 kilometers of the pipeline is
scheduled for completion in 2012.

Russian oil production slumped
during the post-Soviet Union era,
but flows through ESPO are already
helping revive Russia’s oil produc-
tion with output hitting a record
high in June, above 10 million bar-
rels a day.

The first phase is ramping up to
reach a capacity of 600,000 barrels
a day, but 1 million barrels a day
could be flowing by 2013, an amount
comparable to Saudi Arabia’s cur-
rent exports to China. This output is
eventually expected to climb to 1.6
million barrels a day by a later date

Also of importance is a 1,000 ki-
lometer spur of the pipeline from
Skovorodino to Daqing in China,
which will divert half the 600,000
barrels a day to provide 300,000
barrels-a-day dedicated supply to
China, scheduled to complete end of
the third quarter this year.

The spur itself is a game changer
for China, securing it a substantial
share of Siberian oil, delivered to its

doorstep. Crude oil traders say
availability of a short-haul good-
quality crude has already changed
China’s buying tactics, Clarence Chu,
oil trader at Hudson Capital in Sin-
gapore said: “Resources are scarce
and China definitely wants to secure
as much oil as possible as their de-
mand is growing 3-5% per annum.”

China “will keep buying as long
as oil is at a desired price level even

though they currently have ample
supply. Chinese crude buying con-
tinues to provide support to global
crude prices,” he said.

ESPO’s coming on-stream and
slowly building up supply in the
past few months has taken markets
by surprise. “There was some skep-
ticism over when, if ever, ESPO
crude would come to market and
therefore the market wasn’t well

prepared to take barrels when they
appeared,” said Olivier Jakob, an an-
alyst at Petromatrix, a consultancy.

Western Siberian oil has been
exploited since the 1970s with most
piped through the Druzhba pipeline
to Central and Eastern Europe. Lack
of infrastructure, however, has left
Eastern Siberian reserves largely
untapped. Developing East Siberia is
key to Russia’s plans to boost oil
production in coming years as exist-
ing fields in West Siberia mature.

“Russian crude will be impor-
tant,” said Amrita Sen, Barclays
Capital commodities analyst in Lon-
don, pointing out that a lot more
OPEC crude is now earmarked for
the Far East, with far less shipped
to the U.S. and Europe.

Trading activity this quarter il-
lustrates ESPO oil’s growing popu-
larity globally. In recent weeks the
grade’s value surged to its strongest
level since the first cargo was
shipped in November.

Russia is the world’s largest
crude-oil producer, although it’s the
No. 2 exporter after Saudi Arabia.
Russia’s output has stalled in recent
years after a dramatic recovery fol-
lowing a collapse that accompanied
the fall of the Soviet Union. In this
case, what’s good for Russia is bad
for the OPEC, which is already grap-
pling with a well-supplied market.

“There’s certainly a case to be
made that this will weaken OPEC
exporters’ control [of the Asian
market],” said Julian Lee, senior en-
ergy analyst at the Center for Glo-
bal Energy Studies in London.

OPEC ministers have so far not
acknowledged ESPO crude poses a
significant threat, although price
cutting will inevitably further
weaken OPEC’s grip on global prices
and may increase volatility.

ESPO’s target customers—Asian
refiners—are, so far, taking a con-
servative approach. Japan and
China, the region’s largest oil con-
sumers, haven’t processed much yet,
although there’s strong buying in-
terest from Thailand, Malaysia and
the Philippines. And the oil spill in
the Gulf of Mexico may temporarily
boost demand for ESPO if the slow-
down in deepwater drilling pulls
more West African crude to the Gulf
Coast, Mr. Lee said.

BY ANGELA HENSHALL

A ship passes by Kozmino oil-loading port in the bay of Kozmino, a link in the new Siberia-Pacific pipeline.
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MARKETS

Stocks edge up in Europe
Positive developments for BP provide a boost; Dow inches higher too

European stocks rose in a choppy
session, led higher by oil-and-gas
shares, as talk that BP might sell as-
sets boosted its stock. The euro and
the pound lost ground against the
dollar, while oil and gold prices fell.

BP, which has a heavy weighting
in London’s FTSE 100 stock index,
provided much of the momentum
for gains in London and Europe. The
company’s shares soared 9.4% to
their highest close in a month fol-
lowing reports it is in talks with U.S.
oil-and-gas producer Apache about
a deal valued at as much as $10 bil-
lion. BP also said it is close to in-
stalling a new cap that could con-
tain all of the oil spewing from its
leaking Gulf of Mexico well.

U.S. stocks finished slightly up
after flitting between small gains
and losses, as investors waited for
the start of second-quarter earnings
reports. Alcoa kicked off the U.S.
earnings season after the close of
trading in the U.S.

The Dow rose 18.24 points, or
0.2%, to 10216.27, its fifth consecu-
tive gain. That is its longest winning
streak since the six-day run that
ended April 26.

The pan-European Stoxx 600 in-
dex closed up 0.4% at 251.18, its fifth
consecutive session of gains. The
U.K.’s FTSE 100 index rose 0.7% to

5167.02, France’s CAC-40 index
ended up 0.4% at 3567.66, and Ger-
many’s DAX added 0.2% to 6077.19.

Most Asian stock markets ad-
vanced, helped by strong Chinese
export data and Friday’s gains on
Wall Street. Japanese shares were
an exception—Tokyo’s Nikkei Stock
Average lost 37.21 points, or 0.4%, to
9548.11, as investors digested news
of an election defeat for the ruling
Democratic Party of Japan

In a reversal of the result in
Sunday’s World Cup soccer final, the
Dutch AEX index rose 0.7% to
326.56, while the Spanish Ibex 35 in-
dex declined 0.7% to 10058.2. “The
Dutch lost last night, but Spain
faces the more uncertain economic
future,” said economists at Royal
Bank of Scotland.

On Tuesday morning, the results
of the U.K. consumer-price index
and the ZEW survey of German eco-
nomic sentiment are scheduled for
release. Figures on the U.S. balance
of trade are due later in the day.

In the currency markets, the
pound declined after ratings agency
Standard & Poor’s reaffirmed the
U.K.’s triple-A sovereign rating, but
maintained its negative outlook.

Sterling traded at $1.5030 late
afternoon in New York, down from
$1.5066 late Friday. The euro was at
$1.2593, down from $1.2640, as in-
vestors continued to worry about

the results of Europe’s stress tests
for banks.

Light, sweet crude for August
delivery settled down $1.14 a barrel,
or 1.5%, at $74.95 on the New York
Mercantile Exchange. Gold for July
delivery declined $11.10 a troy
ounce, or 0.9% to $1198.50 on the
Comex division of Nymex.

In major market action: Zodiac
Aerospace shares climbed 7.1% in
Paris.

The maker of airplane seats said
over the weekend that it had re-
ceived, and rejected, an approach
from rival Safran, whose shares fell
2.6%.

Safran said it “acknowledges the
reaction of Zodiac’s board while re-
maining convinced of the obvious
logic from an industrial and a stra-
tegic perspective.”

Airport operator Fraport rose
1.3% in Frankfurt. The company said
the total number of passengers at
its five majority-owned airports
rose 11.8% during June to 9.2 mil-
lion. Cargo volume increased 27.5%
from a year earlier.

Kontron shares dropped 18%.
The firm, which makes computers
for slot machines, said it will take a
€34 million ($43 million) provision
for money owed to it by customers
in Malaysia, Taiwan and Hong Kong.

—Sarah Turner
contributed to this article.

BY MICHELE MAATOUK

Lazard leads as a debt adviser
Lazard was the No. 1 adviser to

companies restructuring their debt
in the first half of 2010, according to
new figures, rewarding the bank’s
efforts to bolster its debt-advisory
team over the past 18 months.

On a global basis, Lazard worked
on 32 deals that were completed in
the first six months of the year, ac-
cording to Thomson Reuters. Those
deals, with a combined value of
$76.2 billion, put it ahead of Houli-
han Lokey, which worked on 30
deals valued at $54.3 billion, and
Rothschild, which worked on 23
deals valued at $40.1 billion.

In Europe, the Middle East and
Africa, Lazard was also ranked first,
with 19 assignments and a total of

$57.2 billion of debt restructured.
Rothschild worked on 15 deals, val-
ued at $35.5 billion, while Houlihan
Lokey worked on eight deals, valued
at $36.6 billion.

In the U.S., Houlihan Lokey was
ranked first, ahead of Lazard and
Moelis & Co. The restructuring mar-
ket globally is dominated by inde-
pendent advisers Lazard, Rothschild
and Houlihan Lokey. The three fac-
tored into more than two-thirds of
all completed transactions in the
first six months. For all of 2009—the
first time Thomson Reuters pub-
lished a league table for restructur-
ing advice—Houlihan Lokey was
ranked No. 1 both globally and in Eu-
rope, the Middle East and Africa.

Lazard has worked on eight of
the 10 largest restructurings com-

pleted in 2010, including the $24 bil-
lion restructuring of Dutch chemi-
cals group LyondellBasell Industries
and the $6.6 billion restructuring of
Spain’s Inmobiliaria Colonial.

Lazard’s European restructuring
and debt-advisory practice was es-
tablished in 2002 and is led by Rich-
ard Stables and Laurent Rossetti.

The independent adviser has
made a number of appointments on
the debt-advisory side of the busi-
ness over the past 18 months. It has
hired Erwin de Jong as head of the
Benelux business, François Guichot-
Perere and Geoffroi de Saint Chamas
as co-heads for France and Michael
Grayer as chief of the U.K. business.
It hired Marcel Herter to lead its
German operation.

—More at efinancialnews.com

BY LIAM VAUGHAN

Shares of oil firm plunge
after Falklands setback

LONDON—Oil and gas explorer
Falkland Oil & Gas Ltd. said it
didn’t find oil at an exploration well
off the coast of the Falkland Islands,
wiping off more than half its value
on the London Stock Exchange.

The announcement marked the
second disappointment in a mixed
campaign by a small group of U.K.
companies looking for oil in the wa-
ters near the disputed south Atlan-
tic territory.

Falkland Oil & Gas said it
plugged and abandoned the Toroa
well, located about 120 kilometers
due south of the islands’ capital,
Stanley, after failing to find any hy-
drocarbons during drilling to depths
of almost 2,500 meters.

Chief Executive Tim Bushell said
although the result was a disap-
pointment, Toroa is the first well
ever drilled in the South Falklands
Basin, an enormous virgin frontier
for oil exploration. Falkland Oil &
Gas’s licenses, in which mining giant

BHP Billiton Ltd. holds a 51% stake,
cover roughly 100,000 square kilo-
meters and contain many other
prospects, a spokesman added.

Falkland Oil & Gas and Borders
& Southern Petroleum PLC, which
also is exploring in the southern ba-
sin, are scouting for a drilling rig
capable of reaching depths much
greater than Toroa.

Shares in Falkland Oil & Gas
tumbled 53% on the London Stock
Exchange Monday to 95.50 pence
($1.44). Borders & Southern shares
fell 9% to 65.50 pence.

The efforts to plumb the waters
near the Falklands for oil has drawn
diplomatic protests from Argentina.
The islands, 300 miles off the Ar-
gentine coast, remain in British
hands following a brief but bloody
war over their sovereignty between
the U.K. and Argentina almost 30
years ago. Argentinian officials pre-
viously condemned the exploration
activities as “illegal.” The U.K. said
the exploration is a perfectly legiti-
mate commercial activity.

BY JASON DOUGLAS


