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Isaac Getz: To save
the NHS, break
the bureaucracy. Page 13

Boeing hedges delivery date
of its troubled Dreamliner jet

Boeing Co.’s first delivery
of its new 787 aircraft could
slip a few weeks into next
year, though the company is
still holding out for a year-
end delivery date of the
much-delayed Dreamliner.

The cautious new guidance
stems from issues with test-
ing rather than the aircraft,
according to Scott Fancher,
head of the 787 program, who
spoke with reporters Thurs-
day. Boeing’s first customer
for the Dreamliner, All Nip-
pon Airways Co., has already
waited 2 1/2 years for the
plane after five separate tech-
nical delays.

“We are talking about

flight-test monitoring sys-
tems,” Mr. Fancher said, add-
ing that Boeing was pleased
with a fix to a problem with
the plane’s horizontal stabi-
lizer that temporarily halted
its test program.

The announcement came
on the eve of the Farnborough
Air Show in the U.K. and a
year after Boeing executives
stumbled at last year’s Paris
Air Show by announcing that
the plane was ready to make
its first flight on June 30.
Days later, they announced
another six-month delay.

It’s the first time Boeing
has acknowledged that prob-
lems encountered with pro-
duction and quality issues
could hurt the latest schedule
laid out after the plane’s first

flight last December.
An All Nippon executive

said in April that the new
plane may not start passenger
service until next March. Mr.
Fancher said Thursday that
Boeing remains in “constant
contact” with the Japanese
carrier.

The company has yet to
reveal how much the delays
will cost, but analysts esti-
mate that Boeing faces bil-
lions of dollars in payments to
compensate airlines and to re-
imburse suppliers.

Mr. Fancher declined to
comment on how much of a
buffer Boeing had left to meet
its existing year-end target.

Boeing will also halt deliv-
eries of 787 components to its

Please turn to page 3

BY DOUG CAMERON
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J.P. Morgan profit
sets healthy pace

J.P. Morgan Chase & Co.
generated stronger-than-ex-
pected quarterly results as the
second-largest U.S. bank by
assets continued its recovery
from sour loans.

The bank improved net in-
come in every line of business
except investment banking. A
key boost came from a 23%
reduction in reserves for
loans unlikely to be repaid, as
its books of consumer loans,
especially credit cards, have
generally been improving.

J.P. Morgan reported a
profit of $4.8 billion, up from
$2.72 billion a year earlier.
The recent quarter included a
charge for the U.K. bonus tax.

The report from the first
major U.S. bank to report sec-
ond-quarter results may bode

well for other big lenders.
Bank of America Corp. and
Citigroup Inc. report Friday.

“J.P. Morgan’s results indi-
cate from a big picture stand-
point that positive trends in
the credit cycle are alive and
well,” Raymond James analyst
Anthony Polini said. But he
added results also showed
that “the economic recovery
is still on soft footing.”

Chief Executive James Di-
mon, as he has often done,
poured cold water over enthu-
siasm about the recovery in
credit. “We don’t consider
that earnings,” he said about
the falling loan-loss reserve.

Broad overhaul
of finance rules
passes in U.S.

WASHINGTON—Congress
approved a sweeping rewrite
of rules touching every corner
of finance, from ATM cards to
Wall Street traders, in the big-
gest expansion of government
power over banking and mar-
kets since the Great Depres-
sion.

The bill, to be signed into
law soon by President Barack
Obama, marks a potential sea
change for the financial-ser-
vices industry. Mammoth fi-
nancial firms such as J.P.
Morgan Chase & Co., Gold-
man Sachs Group Inc. and
Bank of America Corp. face
changes to almost every part
of their businesses, from debit
cards to derivatives trading
and the ability to invest in
hedge funds.

The legislation now hands
off to 10 regulatory agencies
the discretion to write hun-
dreds of new rules governing
finance. It will be this pro-
cess—accompanied by a lob-
bying blitz from banks—that
will determine the precise

contours of this new land-
scape, how strict the new reg-
ulations will be and whether
they succeed in their purpose.
The decisions will be made by
officials at new agencies, ob-
scure agencies and, in some
cases, agencies tagged with
failure in the run-up to the fi-
nancial crisis.

The Commodity Futures
Trading Commission has des-
ignated 30 “team leaders” to
begin implementing its expan-
sive new authority over deriv-
atives, and the agency wants
$45 million for new staff. The
Federal Reserve, Federal De-
posit Insurance Corp., and Se-
curities and Exchange Com-
mission are also taking steps
to begin implementation. J.P.
Morgan Chase, one of the
U.S.’s biggest banks, has as-
signed more than 100 teams
to examine the legislation.

The Senate passed the bill
60-39 Thursday, following
House passage last month.
Earlier in the day, three Re-
publicans joined with Demo-
crats to block a filibuster, al-
lowing the bill to squeak
through with the narrowest

possible margin.
It is the latest sweeping

legislation to emerge from the
111th Congress. But the finan-
cial revamp, the 2009 stimu-
lus act and this year’s health-
care overhaul—by any mea-
sure significant legislative
achievements—haven’t trans-
lated into support for the
White House. In fact, Mr.
Obama’s approval ratings have
sunk to some of their lowest
levels in some polls amid a
gloomy economic picture and
rising doubts that the presi-
dent’s economic policies are
working.

Democrats say the bill will
mitigate the chance of another
financial crisis and help im-
prove the handling of any fu-
ture crisis. They also say it
will restore confidence in U.S.
financial markets, protect con-
sumers and spur economic
growth. White House officials
say it will put an end to tax-
payer-funded bailouts of
banks, addressing the scars of
the financial crisis of 2008.

Among its core features,
the legislation creates a coun-
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BY DAMIAN PALETTA
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� J.P. Morgan lifted by Main
Street, not Wall Street......... 17

� Growth story unfinished..... 32

Dmitry Medvedev, left, and Archbishop Vikenty, second from left, show a cathedral built on the site
where Tsar Nicholas II was executed to Angela Merkel. At a joint news conference, Mr. Medvedev
defended a bill granting new powers to the KGB’s successor, the FSB. Article on page 6
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At J.P. Morgan,
growth story
is unfinished

J.P. Morgan Chase & Co. posted
its highest-ever quarterly profit
Thursday. Some days, though, set-
ting a record just isn’t enough.

Missing was a sense the bank
was seeing a return to growth in
lending. Plus, it failed to quantify
for investors the impact of financial-
overhaul legislation passed by the
Senate on Thursday.

That is why investors didn’t see
the results as the turning point for
banks many have long awaited.

While J.P. Morgan reported a
76% rise in net income compared
with a year ago, the gain came
mainly from lower provision ex-
penses. Although declining provi-
sions directly bolster the bottom
line, they came against a backdrop
of drops in both revenue and pretax,
preprovision profit.

A bright spot: The results sug-
gested that the worst ravages of the
housing crisis may be abating. J.P.
Morgan lowered its future quarterly
loss estimates for home loans by
30%.

But one mortgage cloud didn’t
lift. The bank is still putting aside
big bucks to cover repurchases of
mortgages that were packaged and
sold to investors during the boom.
J.P. Morgan took a $667 million hit
for such repurchases in the second
quarter, up 54% from the previous
quarter.

Plus, there is a risk that repur-
chase expenses could become an
even bigger issue for all banks. Ear-
lier this week, the Federal Housing
Finance Agency said it is subpoena-
ing documents related to securitized
loans. J.P. Morgan CEO James Di-
mon disclosed during the earnings
call that the bank was one of 64 en-
tities that received a subpoena.

Granted, there was enough posi-
tive news in J.P. Morgan’s results to
argue that the bank should trade at
least at its second-quarter book
value of $40.99 a share. But it is
also easy to see why Mr. Dimon
wasn’t crowing about any records.

—David Reilly

Deal won’t solve BP’s major problem
It would be funny if, as news re-

ports suggest, Apache Corp. ended
up buying BP’s Alaskan business.
Having also bought BP’s North Sea
Forties field in 2003, Apache would
then own the two assets that long
ago rescued the British oil major
from another disaster: the national-
ization of its Middle Eastern re-
serves.

BP would hardly laugh. Quite
apart from the circumstances of the
current crisis, selling to Apache
would expose an underlying problem
dogging not just BP, but other oil
majors.

Apache is the oil world’s yard-
sale specialist. Take that old Forties
field. The year before BP sold its 96%
stake, Forties produced 52,000 bar-
rels of oil per day, about a tenth of
its 1970s peak—a seeming case of
terminal decline.

In 2009, Apache wrung more
than 60,000 barrels per day from
Forties. Apache uses techniques like

sophisticated underground mapping
and incremental drilling to find un-
tapped reserves in fields like Forties,
as well as in regions ranging from
the Gulf of Mexico to Egypt.

That is great for Apache, whose
stock has outperformed the majors’
by 407% on average since the start
of 2000. Similarly, stock of Occiden-
tal Petroleum, which also wrings
value from older fields, has outper-
formed the majors by 617% on aver-
age since the start of 2000.

Both beg the question as to why
the majors don’t realize this value
themselves, instead of selling out to
smaller companies. After all, the ma-
jors also have experienced engineers
and access to technology. There is a
clue in the moniker “Big Oil.” Forties
represented just 2.5% of BP’s 2002
oil production, and the company was
no longer prepared to keep investing
in it, seeing better opportunities
elsewhere.

There is nothing inherently

wrong with redeploying capital in
this way. But there are two problems
here. First, in a study published last
year, analysts at Sanford C. Bern-
stein concluded that, overall, the ma-
jors were redeploying profits from
older, high-margin fields into more

expensive, highly taxed reserves in
regions like Russia. In addition, they
have arguably neglected genuine ex-
ploration in favor of buying into ex-
isting large reserves, which is less
risky but also is less profitable.

The majors, behemoths already,
still seem largely to want to expand.
Yet their scale makes this ever
harder to do profitably. Moreover,
BP’s woes have shown that while its
size means it can absorb a major di-
saster—at least for now—it didn’t
help it avoid one.

Perhaps BP should take a page
from the playbook of ConocoPhil-
lips, which is actively shrinking itself
to enhance returns on investment. It
is no coincidence that Conoco is the
best-performing stock among the
majors this year.

Selling the Alaskan field would
help BP live to fight another day. The
question for investors is, in its cur-
rent form, should it?

—Liam Denning

China needs a new mantra on quality
Quality, not quantity, needs to be-

come the mantra for China’s eco-
nomic policy makers.

At present, the nation’s economic
growth is coming in strong on the
back of still-loose economic policy:
The year-on-year growth rate of
10.3% in the second quarter may be
a slowdown, but it still makes China
a bright spot in an uncertain global
economy.

What policy tightening is under
way, meanwhile, is all relative. New
bank lending has eased from 2009’s
torrent, but banks are still set to
meet Beijing’s target for $1.1 trillion
in new loans this year. That level is
at least 80% higher than in any other
year in the past decade—apart from
2009.

China is going to have to get com-
fortable with a slowdown in GDP
growth. The model of growth depen-
dent on exports and lending-led in-
vestment is fraying at the edges.
China’s banks may still be lending

heavily, but they are having to tap
the markets for extra capital in an-
ticipation of rising bad loans. Their
scope for new lending will eventually
be limited.

The World Bank also cites factors
such as a declining labor force due

to China’s demographics and lower
increases in total factor productivity
as reasons to expect China’s growth
rate to slow. It expects potential an-
nual growth to be about 8.4% be-
tween 2010 and 2015, down from
9.6% from 1995 to 2009. From 2016
to 2020, the rate could fall further to
7% on average.

The good news is that many of
China’s policy makers have accepted
the need to rebalance the economy
so it relies more on the country’s
own consumers, rather than over-
seas markets and unsustainable in-
vestment growth.

The question is whether they have
accepted that the long-cherished an-
nual growth target of 8% will have to
be abandoned. It may well fall to
China’s next generation of leaders,
who come to power from 2012 on-
ward, to deflate expectations—both
at home and abroad—about China’s
future growth path.

—Andrew Peaple
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It is a rare day when Ryanair is-
sues an apology, let alone pays out
compensation. But sadly, the recipi-
ent of £50,000 ($76,300) in dam-
ages awarded Thursday wasn’t one
of the legion of victims of Ryanair’s
notoriously poor customer services
but Stelios Haji-Ioannou. The
founder of rival airline easyJet had
sued potty-mouthed Ryanair boss
Michael O’Leary for libel after Mr.
O’Leary wrongly accused Sir Stelios
of lying about easyJet’s punctuality.

Sir Stelios, with an estimated
fortune of £800 million, is unlikely
to have called one of the premium-
rate phone lines that Ryanair pas-
sengers must use when registering
a complaint. But at least Sir Stelios
acknowledged the plight of other
Ryanair victims: “I would like to
dedicate this little victory to all
those members of the traveling
public who have suffered verbal
abuse and hidden extras at the
hands of O’Leary.” Touching.
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Truth-or-dare as Europe’s bankers
and policy makers try to play it cool

Europe’s
government-debt
crisis has assumed
a benign tone as
the problem
borrowers among

the euro zone’s 16 countries this
week all tapped capital markets
for funds untested.

Only the hefty premiums
betrayed that Greece was on the
lip of bankruptcy in March, with
Portugal and Spain deemed to be
close behind.

Even Europe’s banks, two years
ago gripped by liquidity crisis,
this month are enjoying a
widening access to willing buyers
of their bonds in global capital
markets. It was only in late 2008
that leaders such as the U.K.’s
then-finance minister Alistair
Darling described how the
banking system was only hours
away from apocalyptic collapse.

What’s clear is that two years
of massive infusions of central
bank cash, state-funded bank
bailouts, new emergency funding
facility for governments and other
new buttressing have soothed
many nerves.

Policy makers can be forgiven
for counting their blessings, even
forgiven for postponing
restructuring a failed regulatory
system until the autumn. But
there is a high measure of truth-
or-dare behind that curtain.

A second glance at bank
borrowing this summer shows
that only the top tier of European
banks issued new debt into the
market, with the majority still
greeted with skepticism or forced
to pay exorbitant premiums.

That doesn’t bode well for a
European banking system seeking
to roll over €1.5 trillion ($1.9
trillion) in debt redemptions
through 2012, all the while
competing with voracious

government borrowers for funds.
The European Central Bank

still has Spain’s banking system
on life support, last month
providing it with a 48% jump in
funding from May. Among
sovereign borrowers, future
funding gaps in the Greek
treasury already are readily
apparent, making it almost certain
that Greece very likely will need

its €110 billion multilateral
support package to be renewed
when it expires in 2012.

With warning lights still
flickering red, doubts put the
market’s full focus on next
Friday’s stress test results of
euro-zone banks.

The moment is so seminal in
the region’s post-crisis
management that it overshadowed
the two-day meeting of European
finance ministers in Brussels
this week, explaining why

little else was accomplished.
Euro-zone governments have

almost universally expressed
confidence that their banks are
financially solid and will pass
easily in scenario tests. This is
worrying, raising suspicion that
the fix is in and that the well-
shrouded criteria were calibrated
to ensure success.

Another scenario could be a
decision not to publish results
of banks that didn’t make the
grade, which wouldn’t fool
anyone.

For credibility’s sake, there will
have to be a few sacrificial lambs
for markets to take the testing
seriously, with some independent
estimates looking at a capital
shortfall of €90 billion
systemwide.

This week did bring more
clarity on who pays to top up
banks with riddled balance sheets.
A bank publicly identified as
having deficient financing could
hardly be expected to successfully
refinance itself.

In that case, German Finance
Minister Wolfgang Schäuble laid
out this week, the national
government would have to step
in—following the script that
bailed out a number of European

banks in the 2008 crisis. If the
government can’t raise the money,
he continued, there could be
recourse to the European
Financial Stability Facility, the
€440 billion contingency package
aimed at reassuring investors in
euro-zone government debt.

In an interview with The Wall
Street Journal, EFSF Chief
Executive Klaus Regling put it this
way: “What a government does
with the money is, in a way, up to
the country.”

It deftly defines the EFSF as a
bailout fund for governments, as
well as for banks, laundered
through their governments.
Investors and policy makers are
right to hope that the tenuous
recovery in Europe’s debt market
doesn’t sail into new squalls.

Carpathian Standoff
Germany’s lonely fight to limit

potential liabilities of the EFSF
emergency funding facility by
allowing governments to default
and then restructure their debt
just got a new ally.

Well, a small one. Slovakia’s
government has declared that it
will withhold its contribution to
the fund unless there is a new EU
provision for managed national
bankruptcies. Bratislava also nixed
its contribution to the Greek
bailout package.

Slovakia, which accounts for 1%
of the EFSF money , isn’t going to
sink the deal. But it does add an
independent voice emerging from
among the EU’s newer members in
the former East Bloc. The Slovak
cabinet issued the view despite
efforts by EU heavyweights to
strong-arm Slovakia’s new prime
minister, Iveta Radicova, into
compliance in Brussels this week.

Pundits can’t be blamed for
doubting that Slovakia’s stance is
unlikely to tip the scales in
Germany’s favor. Even the ECB
opposed a bankruptcy provision,
fearing the national bankruptcies
could do more harm than good to
the euro franchise.

German’s Wolfgang Schäuble laid out the possibilities for struggling banks.
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‘It’s not often that
someone as arrogant
and as powerful as
O’Leary is forced to
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EasyJet founder Stelios Haji-Ioannou
on a printed apology by Ryanair’s CEO
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n ECB official Yves Mersch
applauded Greece’s recent
sale of short-term debt to in-
vestors, suggesting officials
increasingly see a return to
normalcy in financial markets
that could lead to an end of
the bank’s controversial debt-
buying program. 4

n Spain and France received
a strong market reception for
government-bond sales
Thursday totaling $16.77 bil-
lion, as Spain passed a sec-
ond successful funding test in
two weeks. 4

n The Slovak government
ended its holdout against a
euro-zone emergency bailout
fund. But it called for tighter
rules before the fund begins
granting any aid. 4

n GlaxoSmithKline will re-
cord a $2.4 billion charge in
its second quarter to cover
the cost of settling legal dis-
putes. 17

n Google has landed Omni-
com as a partner in online
display advertising. 17
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With warning lights still
flickering red, doubts put
the market’s full focus on
euro-zone stress tests.
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Autos

n Europe’s registrations of new
cars declined by 6.2% on the year
in June to 1.38 million vehicles,
the third consecutive month of de-
cline. The end of various state-
backed scrapping incentive pro-
grams in the region promises a
bumpy ride for auto makers over
the rest of the year.

i i i

Consumer products

n Ontex, a maker of diapers based
in Belgium, was sold by Candover
to TPG and Goldman Sachs in a
deal worth around €1.2 billion
($1.5 billion). Ontex manufactures
its products, most of them as re-
tailers’ own brands across 12 pro-
duction facilities, nine of which
are located in Western Europe and
the remainder in Turkey, Algeria
and China.

i i i

Electronics

n Samsung commissioned an en-
vironmental consulting firm to
conduct a 12-month review of its
semiconductor factories in subur-
ban Seoul after a spate of leuke-
mia cases among employees. The
issue flared earlier this year when
a group sued a South Korean gov-
ernment welfare agency and asked
it to classify the deaths as an in-
dustrial accident.

i i i

Energy

n BP has fixed a leaking line that
has delayed a test of whether a re-
cently placed cap can entirely seal
off a damaged well in the U.S. Gulf
of Mexico. It is nows ready to be-
gin testing again. However, BP
didn’t reveal a precise time for
when this analysis will start.

n Kazakhstan's financial police
have launched a criminal probe
into an oil project led by Chevron
Corp., the latest of several moves
to increase pressure on energy
ventures that had hitherto enjoyed
a special status. The government
alleges that the Tengizchevroil
concession, part-owned by Chev-
ron and Exxon Mobil Corp., pro-
duced $1.4 billion more oil than its
license allows. Chevron and Exxon
Mobil had no immediate comment
on the allegations.

n OPEC expects global oil de-
mand to grow moderately next
year, a statement indicating that
the oil cartel will probably keep
its big supply cuts in place well
into a third straight year.

i i i

Financial services

n J.P. Morgan Chase & Co. gener-
ated strong earnings as it recov-
ered from wounds caused by
soured loans. It improved net in-
come in every line of business ex-
cept investment banking — helped
by a 23% reduction in reserves for
loans unlikely to be paid back.
Chief Executive Jamie Dimon said
its middle-market loan portfolio
"for the first time in years"
stopped contracting. "I look at
that as a good sign."

n A lawsuit against J.P. Morgan
Chase that claimed the bank knew
about a fraud committed by Ber-
nard Madoff was dismissed by a
federal judge. The lawsuit, filed
last year by MLSMK Investments
Co., claimed that the bank quietly

liquidated $250 million it had in a
Madoff-linked fund in September
2008 after it became concerned
Mr. Madoff’s reported returns
weren’t legitimate. It still pro-
vided his company with banking
services, according to the lawsuit.
The judge said MLSMK failed to
state a claim against the bank.

n Piraeus Bank of Greece said it
will offer €701 million to acquire
controlling stakes in two Greek
government-controlled banks, in
what is seen as the first in a pos-
sible wave of mergers in the Greek
banking sector. Greek officials
have said the country’s financial
crisis has increased the pressure
on the nation’s banks to consoli-
date.

n Morgan Stanley Chairman John
Mack was named a member of the
fund’s international advisory
council to China Investment
Corp., the $300 million sover-
eign-wealth fund set up in in 2007
to try to earn higher returns on a
chunk of China's foreign-exchange
reserves. CIC bought a minority
stake in the U.S. bank in 2007.

n Experian, the U.K.-based credit-
checking company, sees signs of
continued revenue-growth recov-
ery in the first three months of its
fiscal year. The U.K remains weak,
but the U.S. is picking up and
Latin American growth is very
strong, it said.

n ABP, which handles pensions
for Dutch civil servants and one of
the world’s largest pension funds,
recorded a 4.6% return on invest-
ments in the first half of the year,
but said its capacity to meet its fi-
nancial obligations continues to
be thwarted by historically low in-
terest rates.

i i i

Food

n NTBY, a U.S. vitamin and nutri-
tional supplements maker, is in
talks with to be acquired by pri-
vate-equity groups Blackstone and
Carlyle, according to people famil-
iar with the situation. The deal for
the maker of Solgar, Rexall and
MET-Rx could top $3 billion and
would be among the largest trans-
actions to take a public company
private since the bursting of the
credit bubble.

i i i

Manufacturing

n SKF, the world’s largest maker
of bearings by revenue, said its
second-quarter net profit rose
dramatically and that third-quar-
ter sales would also be signifi-
cantly higher than last year, citing
the strength of the auto industry.

i i i

Markets

n Shares of KKR began trading
on the New York Stock Exchange
under the “KKR” symbol. Shares
of the private-equity giant have
been delisted from the Euronext
in Amsterdam, ending a three-
year journey to the public markets
that was drawn out by the credit
crunch.

n Fairfield Energy confirmed its
withdrawal of a $500 million ini-
tial-public-offering plan, after in-
vestors failed to subscribe for a
sufficient amount of shares. The
cancellation is the latest in a
string of disappointments for
companies and bankers seeking to
bring IPOs in Europe this year.

n Agricultural Bank of China
shares rose marginally on their
first day of trading in Shanghai, a
lackluster debut by Chinese stan-
dards as investors remained wary
of China’s slowing economy. At-
tention will now shift to Hong
Kong, where AgBank’s shares be-
gin trading Friday.

i i i

Pharmaceuticals

n Novartis reported a sharp rise
in second-quarter net profit
thanks to healthy drug sales and
cost cuts, prompting the Swiss
drug giant to lift its full-year sales
outlook despite a difficult market
environment in Europe. It also
said it intends to take full control
of the U.S. eyecare company Alcon
even if it has to go to court to
push the deal through. Countering
recent assertions of independent
Alcon directors it said Swiss law
would allow it to buy a stake held
by minority shareholders.

n GlaxoSmithKline said it will re-
cord a charge of £1.57 billion
($2.39 billion) in the second quar-
ter to cover the cost of settling
lawsuits involving the diabetes
drug Avandia and the antidepres-
sant Paxil and a U.S. investigation
of a Glaxo factory in Puerto Rico.
Glaxo said £500 million of the to-
tal would be paid to settle the in-
vestigation of its Puerto Rico fac-
tory, which came under scrutiny
for producing low-quality pills.

i i i

Retail

n Carrefour said second-quarter
sales rose 6.3%, boosted by posi-
tive foreign-exchange movements
and emerging markets. It also said

it was acquiring 51% of China's
Baolongcang, one of the main hy-
permarket operators in the Hebei
region near Beijing.

n Hennes & Mauritz June sales
rose 9% in stores open more than
a year. That rise followed H&M's
rival Gap’s announcement last
week that its same-store sales in
June were largely flat compared
with a year earlier.

i i i

Telecommunications

n NTT exploited the yen’s
strength to buy Dimension Data, a
South African technology services
provider, for £2.1 billion in cash —
part of an overseas expansion for
the Japanese telecommunication
giant. The acquisition would help
NTT, looking to halt three straight
years of declining revenue, to tap
Dimension Data’s 6,000 corporate
customers.

n Nokia’s Indian unit said it has
resumed work at its plant in the
southern Tamil Nadu state, after
resolving a long-pending wage
dispute. In January, operations at
the 8.000-employee plant was hit
by a protest by 1,200 employees
against the suspension of 60 em-
ployees.

n Microsoft settled a copyright
infringement case with China’s
Citic Kington Securities, marking
another small victory for the com-
pany against software piracy.

BUSINESS WATCH

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

Artist Gurpreet Singh holds his tribute to the rupee symbol, revealed by India on Thursday. “With this, the Indian currency has arrived on the international
platform,” said information minister Ambika Soni. The symbol contains the Devanagari ‘Ra’ and the Roman capital ‘R’ without its upright leg.

European Pressphoto Agency

Say goodbye to ‘Re’ or ‘Rs,’ the rupee gets a symbol all of its own
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Top EU court backs Dutch drug ban
LUXEMBOURG—A Dutch city was

within its rights to bar so-called cof-
fee shops from selling marijuana and
hashish to foreigners in an effort to
clamp down on drug tourism, an ad-
viser to the European Union’s top
court said Thursday.

The nonbinding legal opinion
from the European Court of Justice’s
advocate general, Yves Bot, said the
city of Maastricht could prohibit
drug sales to foreigners even while
sales to Dutch citizens were toler-
ated.

The advocate general said drugs
“are not goods like others and their
sale does not benefit from the free-
doms of movement guaranteed by
European Union law” because they
are illegal outside the Netherlands,
the court said.

Many thousands of young tour-
ists flock to the Netherlands each
year to sample marijuana and hash-
ish that are openly sold in cafés and
bars known as coffee shops across
the country.

The country hasn’t formally le-
galized drugs, but, under govern-
ment guidelines, possession of small
amounts of certain “soft” drugs isn’t
prosecuted.

Cities are also allowed to license
shops to sell a maximum of five
grams per customer per day. They
can’t sell to customers under the age
of 18 or permit drugs other than
marijuana or hashish on their prem-
ises.

Maastricht’s “measure is neces-
sary to maintain public order in the
face of troubles caused by drug
tourism and contributes to combat-
ing the illicit trade in narcotics,” the
court said.

The court was providing its opin-
ion on an effort by the mayor of
Maastricht, a midsize university
town sitting in a finger of Dutch ter-
ritory almost surrounded by Bel-
gium and Germany, to clamp down
on drug tourism. As many as 70% of
the two million customers who visit
Maastricht’s coffee shops every year
have to cross the border.

In 2005, Gerd Leers, Maastricht’s
then-mayor, prohibited coffee shops
in his city from selling drugs to peo-
ple who aren’t from the Netherlands.
The ban, at the request of the Dutch
Minister of Justice, was meant to
create a test case over whether
Dutch cities could limit access to
Dutch nationals.

Police started strictly enforcing
the rules. Shops found in violation
are closed for a minimum of three

months for a single offense, six
months for a second violation, and
permanently for a third offense. The
restrictions led to the closure of 11
of Maastricht’s 26 licensed shops.

Subsequent developments have
led to a plan to fingerprint custom-
ers and electronically record their
identity cards. The rules are sup-
posed to help stores show they
aren’t selling to underage customers
and that they don’t sell more than
five grams per customer per day.

Marc Josemans, owner of a cof-
fee shop called “The Easy Going”
and chairman of the Society for Offi-
cial Coffeeshops in Maastricht, was
one of those who broke the rules.

He says he sells about €10 million
($12.7 million) in drugs per year and
risks losing about 30% of that if the

ban on sales to non-Dutch stands. He
was forced to close for three months
after the city found that, in 2006, he
had twice sold drugs to Europeans
not from the Netherlands.

Mr. Josemans took the mayor to
the Dutch court called “the Council
of State.”

He explained in an interview with
Australian television that he wasn’t
concerned only about his own eco-
nomic rights, but also his clients’
rights and health.

“If they are not allowed to go to
the safe haven to buy their cannabis,
separated from the hard drugs,” he
said, “they are obliged to go in their
own country in the illegal circuit
where everything is in the same
room on the same table, and that is
a dangerous situation.”

The Dutch court decided that
some of the issues in the case might
contravene the European treaty
rights of free movement of goods
and services across borders, or even
discriminate against people from
other EU nations. It therefore re-
ferred questions on how the Maas-
tricht law should be interpreted to
the European Court of Justice.

Mr. Josemans’s lawyer, Andre
Beckers, has argued that cannabis
should be treated like any other
product and that the nationality of
the customer shouldn’t matter in
what is essentially an economic mat-
ter.

On Mr. Josemans’s side is the Eu-
ropean Commission, the EU’s execu-
tive arm. Hubert Van Vliet of the
commission’s legal service argued

that excluding the coffee shops from
the EU single market would under-
mine fundamental European treaty
rights.

He said simpler, less-sweeping
measures could deal with any pub-
lic-order problems. He proposed an
ID system, compulsory use on the
premises and lower amounts of pot
for each buyer.

Defending the law, the Maas-
tricht city council and the Dutch
state questioned how goods that are
formally illegal can be discussed in
terms of free trade. They also ar-
gued that the law existed to protect
other EU countries from having to
deal with tourists disturbing public
order upon their return.

The case will now go back to the
Dutch court for final resolution.

BY MIKE GORDON

The Netherlands is trying to ban the sale of marijuana and hashish to non-Dutch at coffee shops like the Bulldog in Amsterdam, above.
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Boeing hedges delivery date of Dreamliner jet
final assembly plant in Everett,
Wash., for about six weeks later this
year to give its network of global
suppliers a chance to catch up on
work and address continuing quality
issues.

It’s the second time this year that
Boeing has halted deliveries along
its supply chain as it struggles to
smooth out a system that sees much
of the work on the high-tech new jet
completed by suppliers in Italy and
Japan, as well as elsewhere in the
U.S.

The outsourcing model has be-
deviled the 787 program for years.
Parts shortages and shoddy manu-
facturing work at various suppliers
has forced Boeing to slow the pro-

Continued from first page duction process at various points
and required the company to fix
mistakes after some jets have been
fully completed.

Boeing has also spent more than
$1 billion purchasing the operations
of struggling vendors in South Caro-

lina and has sent hundreds of its
own employees abroad to closely
monitor its suppliers’ work.

Company executives in the past
have said they overreached on the
new manufacturing method used
with the 787, but they remain com-
mitted to the outsourcing model.

While details of 787 compensa-
tion remain undisclosed, the poten-
tial profit from the program will
play a role in when and how it de-
cides whether to revamp or replace
its 737 and 777 models.

“A decision will be made by the
end of the year,” said Randy Tin-
seth, vice president marketing for
Boeing’s commercial aircraft divi-
sion, on an earlier press call on
Thursday. A Boeing 787 Dreamliner sits on the tarmac after a test flight late last year.
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Details of 787 compensation
remain undisclosed. Potential
profit from the program will
play a role in when Boeing
decides whether to revamp
or replace its other models.
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Europe

n A top ECB member applauded
Greece's recent sale of short-term
debt to investors. Yves Mersch’s
comments suggest officials in-
creasingly see a return to nor-
malcy in financial markets that
could lead to an end of their con-
troversial debt-buying program. A
Spanish bond auction, meanwhile,
successfully raised nearly EUR3
billion on the back of strong de-
mand.

n Dmitry Medvedev endorsed
the expansion of a bill to expand
the power’s of Russia’s Federal Se-
curity Service in response to a
German reporter’s question. “Ev-
ery country has the right to im-
prove its legislation,” he said. The
press conference came as part of
Angela Merkel’s visit to Russia —
a major trading partner with Ger-
many — which also included a
contract signed for Siemens to
supply 200 trains.

n Slovakia seeks changes to the
EU’s growth and stability pact
that would supply mechanisms for
controlled bankruptcies and re-
quire indebted countries to try
their utmost to fund themselves
before requesting support. Slova-
kia, the poorest and newest mem-
ber of the 16-nation euro currency
area, has been delaying its ap-
proval of the €750 billion euro-
zone bailout scheme, known as
the European Financial Stabiliza-
tion Facility.

n Flights in Greece were
grounded for at least four hours
by a strike. Tax collectors, cus-
toms officials and government
workers also walked out in the
latest protest against the govern-
ment’s austerity measures and
pension reforms.

n France’s “affaire Bettencourt”
took its latest step with the fi-
nancial adviser to L’Oréal heiress
Liliane Bettencourt being ques-
tioned by investigators. The oth-
ers held include celebrity photog-
rapher François-Marie Banier,
accused by Ms. Bettencourt’s
daughter of bilking Ms. Betten-
court out of €1 billion ($1.27 bil-
lion) in gifts.

n In the U.K., Chancellor of the
Exchequer George Osborne said he
will give lawmakers on parlia-
ment’s Treasury Select Committee
the right to veto the new head of
the Office for Budget Responsibil-
ity in a bid to quash concerns
about the fiscal council’s indepen-
dence.

n The Vatican issued an account
of its policies for handling sex-
abuse cases over the past century
in a bid to quell criticism that the
Holy See fostered a culture of
cover-ups within the Roman Cath-
olic Church ranks. The Vatican
published the account on Thurs-
day as a “historical introduction”
to a set of revisions updating Vat-
ican policy for disciplining sexu-
ally abusive priests.

n Turkey’s central bank kept its
benchmark interest rate steady at
7% on Thursday, amid positive
economic news indicating that a
gradual economic recovery is on
track and the governmnet's bud-
get deficit remains under control.
The bank has kept rates on hold
for the eight consecutive months,
and in a statement Thursday indi-
cated they would stay low for
some time to come.

n In Sweden, two brothers were
sentenced to two and three years
in prison for attacking the home
of Lars Vilks, one of the cartoon-

ists who became a target of death
threats for their collection of cari-
catures of the Prophet Muhammad
in 2007.

i i i

U.S.

n The U.S. Senate approved a
wide-ranging overhaul of the na-
tion’s financial regulations Thurs-
day, handing President Barack
Obama his second major domestic
policy victory of the year. The leg-
islation passed, 60-39, largely
along party lines. Only a handful
Republicans joined the majority of
Democrats in supporting the legis-
lation. Those votes were only se-
cured in recent days after some
last-minute changes were made
that could satisfy concerns of the
Republican swing voters with how
to pay for the bill.

n The number of workers filing
new claims for unemployment
benefits fell last week by more
than economists expected, buck-
ing the typical July trend as fewer
factories were shuttered for the
summer. Separately, falling food
and energy costs pushed down
U.S. producer prices for a third
straight month in June, while core
prices remained tame.

n The University of Texas
dropped the name of a former
law-school professor and early or-
ganizer of the Ku Klux Klan from a
campus dormitory. The residence
hall named after William Stewart
Simkins will now be known as
Creekside Residence Hall.

n World Trade Center workers
were excavating a ship hull that
apparently was used in the 18th
century as part of the fill that ex-
tended lower Manhattan into the
Hudson River.

i i i

Americas

n Argentina legalized same-sex
marriage, becoming the first
country in Latin America to grant
gays and lesbians all the legal that
marriage brings to heterosexual
couples. President Cristina
Fernandez is a strong supporter, it
now becomes law as soon as it is
published in the official bulletin.
The law is sure to bring a wave of
marriages by gays and lesbians
who have increasingly found Bue-
nos Aires to be a relative haven in
the region.

n Peru's economy soared in May,
expanding by 9.2% over the same
month a year earlier, as the recov-
ery from last year's downturn be-
came more solid. Sectors mainly
linked to domestic demand con-
tinue to power the economic ex-
pansion, as the construction sec-
tor rose 20.9% in May.

n Illegal logging has fallen
nearly 25% compared to the pro-
duction of illegal timber in 2002,
think tank Chatham House said. Il-
legal logging in the Amazon has
already been cut by between 50%
and 75%, with similar drops re-
corded in Indonesia and Camer-
oon, the report found, crediting
tough new rules and incentive
programs.

i i i

Asia

n China’s growth slowed in the
second quarter of 2010, as stimu-
lus spending continued to gradu-
ally wind down and controls on
bank lending and property specu-
lation began to be felt in the
broader economy. Growth rose
from 10.3%, compared with the
11.9% growth of the first quarter,
taken as an ill omen by those wor-

ried that waning recoveries in the
U.S. and Europe may be undermin-
ing global growth.
n China elaborated on its views
on the yuan for the first time
since it relaxed the de-facto peg
to the dollar in June. Hu Xiaolian,
a deputy governor of the People's
Bank of China, said a fixed ex-
change rate would be dangerous
to the nation's economy and that
it is "necessary" for China to have
a flexible currency.

n China responded indignantly to
U.S. plans for naval exercises in
waters around South Korea, but
analysts said an apparent compro-
mise by Washington will likely
prevent escalation of the issue.

n India and Pakistan’s foreign
ministers struck a positive note
after peace talks in Islamabad, but
India’s new claim that Pakistan’s
spy agency orchestrated the 2008
terrorist attack on Mumbai under-
scores that distrust remains be-
tween the nuclear-armed rivals.

In n Pakistan, an explosion near a
bus terminal in the Swat Valley
killed at least three people and
wounded at least 35 people Thurs-
day, officials said, a sign that Isla-
mist militants remain active in the
northwest region despite a mas-
sive army operation against them.

n Iranian nuclear scientist Shah-
ram Amiri was offered $5 million
to establish his new life after de-
fecting to the U.S. a year ago, ac-
cording to officials. CIA officials
warned that he faced an uncertain
fate if he returned to Iran, possi-
bly death. Amiri landed in Iran
Thursday to a hero’s welcome al-
though he won’t be able to access
the money, which was put into
U.S. bank accounts.

n In Japan, Ichiro Ozawa came
under fresh attack on Thursday
after a judicial panel comprised
of ordinary citizens looking into
his fund-raising activities con-
cluded he should be indicted by
prosecutors. The ruling is unlikely
to have an immediate impact on
the beleaguered former leader of
Japan’s ruling party due to the
complex and convoluted nature of
tcitizen panels’ rulings.

i i i

Middle East

n Two Israeli soldiers were con-
victed in the shooting of a bound
and blindfolded Palestinian dem-
onstrator. He had been detained in
2008 during a violent protest
against Israel’s West Bank barrier.
Video taken by a local resident
showed the soldier firing a rub-
ber-coated bullet from close range
at the feet of the man, whose
hands were tied behind his back.

i i i

Africa

n A Gambian court sentenced
eight people to death after con-
victing them of plotting a coup in
the tiny West African nation. The
judge said the men, who include
the former head of the country's
military, had been convicted of
treason, conspiracy to murder and
participating in a plot against the
government in 2009.

WORLD WATCH

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

Iraqi Salim Walid grieves for his younger brother who was killed in a car bomb attack in Tikrit. Thursday saw the U.S. hand over the last detention facility under
its control to Iraqi authorities on Thursday, a milestone in Iraq’s push for complete sovereignty seven years after the U.S.-led invasion. Camp Cropper held members
of Saddam Hussein’s ousted regime. Iraqi officials renamed the base Karkh Prison, which currently houses 1,500 detainees.

Associated Press

Iraq gains another piece of its sovereignty amid bomb attacks
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ECB’s Mersch airs optimism
LUXEMBOURG—A top ECB mem-

ber applauded Greece’s recent sale
of short-term debt to investors, sug-
gesting officials increasingly see a
return to normalcy in financial mar-
kets that could lead to an end of
their controversial debt-buying
program.

“All in all, these are signals that
we will monitor and take into ac-
count when we discuss this tempo-
rary, nonstandard measure in the fu-
ture,” Luxembourg’s central bank
governor Yves Mersch said in an in-
terview.

On Tuesday, Athens sold
€1.625 billion ($2.07 billion) in six-
month Treasury bills at an average
yield of 4.65%. It was Greece’s first
debt sale since it agreed to a €110
billion EU-IMF bailout in May.
“What some people considered was
not possible is possible,” Mr. Mersch
said, referring to the debt auction.
“They were able to borrow at rates
which are encouraging.”

The ECB created its debt-buying
program two months ago to jump-
start what it deemed dysfunctional
segments of the financial markets,
including government bonds in
Greece and other peripheral coun-
tries like Portugal and Spain. The
ECB has so far spent €60 billion on
those bonds.

But officials have signaled in re-
cent days that they are ready for the
program, established over the vocal
dissent of Germany’s central bank
head, Axel Weber, to end soon. After
buying €16.5 billion in bonds the
first week, purchases have tapered
off markedly since, and totaled just
€1 billion last week.

“If the situation [in financial
markets] improves further, there is
not a reason anymore to continue
with this program,” ECB executive
board member Jürgen Stark said
last week.

Messrs. Mersch and Stark are
both on the ECB’s governing council,
which decides on interest rates and
other monetary-policy tools like
debt purchases.

Mr. Mersch suggested that buy-

ing government debt will remain an
option for policy makers even after
the current facility aimed at Greece
and other vulnerable economies
ends. But he warned that the pro-
gram—which stirs concerns about

inflation and a loss of central bank
independence in parts of Europe, es-
pecially Germany—be treated like a
powerful but dangerous drug. “I
look at it more like in a pharmacy.
You have one small cupboard where
you know it exists and which is
closed with a double key and there
is a skull on it; but it exists,”
Mr. Mersch said.

Speaking in his central bank’s of-
fices in Luxembourg, Mr. Mersch de-
fended the ECB against charges that
buying government bonds has com-
promised its independence.

“If we did some measures it was
because we felt that as a well-func-
tioning institution working on a
near-federal model we had the re-
sponsibility to avert the worst,”
Mr. Mersch said. “This is not putting
into question our independence.”

“Our monetary-policy stance was
in no way affected,” Mr. Mersch
added, because the ECB has drained,
or “sterilized” the purchases by ac-
cepting equivalent amounts in inter-
est-bearing deposits from banks.

Still, he concedes buying govern-
ment debt is a tough sell in Europe
and beyond.

“Using the balance sheet and
other exceptional measures are not
familiar to many people, and it’s dif-
ficult to explain,” Mr. Mersch said.
“I’m more concerned that people
outside of Europe might be even
more confused. When I talk to peo-
ple in Asia, they think we finance
government debt ... which is cer-
tainly not the case,” he said.

Mr. Mersch was upbeat about the
currency bloc’s economic outlook,
saying he “totally” ruled out any
chance of a double-dip recession.
Mr. Mersch conceded that the re-
covery will be “uneven” after a ro-
bust second quarter, but said a re-
turn of confidence will propel
consumer and household spending,
leading to “somewhat stronger”
growth in 2011.

BY BRIAN BLACKSTONE

Yves Mersch, Luxembourg’s central bank governor, is hopeful about economy.
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Slovaks end holdout on bailout
PRAGUE—The Slovak govern-

ment, the last holdout against set-
ting up a euro-zone emergency bail-
out fund, gave its approval to the
plan Thursday, but it said borrowing
rules must be tightened before it
would clear any country’s request
for money.

Slovakia is the newest and poor-
est of the 16-nation group that uses
the euro as its common currency.
The new center-right coalition gov-
ernment in Bratislava, which is
about to embark on budget cuts at
home, says it opposes helping
richer, more spendthrift states.

Iveta Radicova, the Slovak prime
minister, also said the country
wouldn’t be part of a separate €110
billion ($140 billion) bailout for
Greece, put together by euro-zone
countries and the International
Monetary Fund.

“The Greek loan is about irre-
sponsible government policies, irre-
sponsible behavior of the banking
sector,” Ms. Radicova told reporters
after a cabinet meeting in Bratislava
on Thursday. She said Slovakia
wants to “strictly differentiate” be-
tween profligate nations and pru-
dent ones.

Slovakia’s previous, left-leaning
government had agreed to an €800

million contribution to the Greek
rescue. Amelia Torres, a European
Commission spokeswoman, said the
group would “continue discussions”
in hopes of persuading Slovakia’s
new leaders to uphold that pledge.

Pressure had mounted on Bratis-
lava to approve the so-called Euro-
pean Financial Stability Facility, or
EFSF, a €750 billion package of loan
guarantees and money from euro-
zone members, the European Union
and the IMF.

The facility, which was to have
been launched July 1, is an impor-
tant part of the euro zone’s efforts
to restore market confidence in the
group’s shared currency and its
members’ financial soundness. The
European Union is also conducting
stress tests to measure the health of
European banks.

Slovakia’s objection to the bail-
out plan, and its call for additional
conditions before it will agree to
any use of the funds, is a sign of the
continuing unease among some poli-
ticians and anger among citizens in
some countries about bailing out
governments that overspend.

With Slovakia’s approval, the
EFSF can now begin operations. But
any loan to be provided by the facil-
ity would also need to be agreed to
by all 16 euro-zone countries, which
would also have to sign off on terms
and conditions of any assistance, ac-

cording to the European Commis-
sion, the EU’s executive arm.

Still, in a crisis, Slovakia or any
other state objecting to a rescue ef-
fort would face serious pressure
from the currency bloc’s larger
members not to stand in the way.

Bratislava said EU rules need to
be changed to set up a mechanism

for forcing euro-zone countries that
have “consistently carried out irre-
sponsible fiscal policy” into insol-
vency in an orderly manner.

Slovakia also said any country
seeking to borrow bailout funds
should have to prove it has ex-
hausted every alternative means of
raising money.

BY GORDON FAIRCLOUGH
AND LEOS ROUSEK

Prime Minister Radicova speaking Tuesday at the European Commission.
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Bond sale
from Spain
gets strong
reception

Well-received Spanish and
French government bond sales
Thursday, totaling €13.165 billion
($16.77 billion), rounded off a week
of heavy issuance in the euro zone,
cheering the market ahead of key
bank stress-test results next week.

They came after the Greek Public
Debt Management Agency sold €375
million of 26-week Treasury bills in
the second noncompetitive round of
an auction on Tuesday, bringing the
total raised to €2 billion, in its first
auction since Greece accepted a €110
billion bailout from the Interna-
tional Monetary Fund and the Euro-
pean Union in May.

Tuesday’s successful Greek T-bill
auction set the pace for around €28
billion in Dutch, German, Italian,
Portuguese, Spanish and French
bond sales during the week.

The Spanish Treasury on Thurs-
day passed a second successful
funding test in two weeks. Its €3
billion 15-year government bond
found strong demand and was fully
taken up at an auction. While the
Treasury had to pay a yield that is
15% higher than at the previous auc-
tion of the same bond in April, the
tender left no doubt that Spain can
raise the cash it needs through mar-
kets, despite pressure on the Span-
ish banking sector.

“For Spain, this is again a good
signal to the market after the recent
launch of its 10-year [bond] and also
a reassurance for the market that
Spain can raise money with the
heavy redemption and coupon pay-
ments due within the coming
weeks,” said Wilson Chin, strategist
at ING Commercial Banking.

Chiara Cremonesi, strategist at
Unicredit Bank in London, said the
result “confirms that appetite for
Spanish paper is alive and also reas-
sures investors ahead of the €16 bil-
lion redemption of Spain due July
30.”

The Treasury offered €2 billion
to €3 billion of the 4.65% July 2025
bond. It received bids totaling
€7.722 billion and sold the maximum
targeted amount at an average yield
of 5.116%, compared with 4.434% at
the previous auction. The target
range enables the Spanish Treasury,
and other debt agencies also apply-
ing a target range, to achieve the
best possible combination of the al-
lotment amount and pricing.

In a sign of healthy bidding, the
average yield, was below the 5.2%
secondary market level ahead of the
auction, analysts said.

The Spanish banking sector’s re-
cord use of European Central Bank
liquidity, according to data from the
country’s central bank, is a source
of concern. It shows that Spanish
banks have been squeezed out of in-
ternational markets amid counter-
party fears. The results of European
banking stress tests due next week,
including for Spanish banks, will be
a key driver of sentiment.

Meanwhile, in two tenders, the
French Treasury Agency sold €8.395
billion of short-term paper maturing
in 2012, 2013 and 2015, just below
the maximum intended €8.5 billion.

It also sold €1.77 billion of infla-
tion-linked paper, maturing in 2019
and 2022.

BY EMESE BARTHA
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Winning bees in the U.S. spells glory
for Indian kids on the ethnic circuit

E LEVEN-year-old Sivateja Tan-
girala leaned into a micro-
phone, spelled out the word

D-I-A-T-R-I-B-E and earned his
shot at fame.

Sivateja and his family had
driven seven hours from Chandler,
Ariz., to participate in the Los An-
geles regional championship of
the South Asian Spelling Bee last
month. The cutthroat competition
is a stepping stone to the national
South Asian Spelling Bee, where
children of immigrants from India
and neighboring countries do bat-
tle by spelling out words such as
osphresis and biloculine.

“I wanted to win this so badly,”
he told television cameras during
a post-bee interview, clutching his
winner’s plaque, adorned with a
bumblebee, to his chest.

American kids from all walks
of life like a good spelling bee.
But for thousands of Indian and
South Asian children in the U.S.,
spelling, not soccer or basketball,
has become the game of choice.

Competitions catering just to
South Asians have sprung up
across the country, some with big-
name sponsors and hefty cash
prizes. Spelling bees are carried
live on Indian-theme satellite sta-
tions and are covered by Indian
newspapers.

In Sivateja’s family, top Indian
spellers are household names. His
whole family gathers around the
television to watch the annual
Scripps National Spelling Bee, the
nation’s most established compe-
tition, which attracts kids of all
backgrounds. They also record it
so they can watch it again.

“It’s basically like watching the
Lakers play,” Sivateja says. “If one
of our favorites gets out, we get a
little depressed.” Among his idols

are Sameer Mishra and Kavya
Shivashankar, two recent Scripps
winners. “I really like their tech-
niques,” he says.

Though Indian-Americans
make up a mere 1% of the popula-
tion, they have come to dominate
the American spelling-bee circuit.
Eight of the past 12 Scripps cham-
pions have been of Indian de-
scent—including the last three in
a row.

“The winners of spelling bees
are like Nobel laureates,” says Up-
endra Mishra, publisher of India
New England, an ethnic bimonthly
based in Waltham, Mass. “This is
what it is equal to.”

He says his paper is ramping
up coverage of the South Asian
Spelling Bee this year, covering
various regional competitions
leading up to the finals on Aug.
14, in North Brunswick, N.J.

The 2002 documentary “Spell-

bound,” which followed eight
teenagers as they prepared for
and took part in the 1999 bee,
helped put Indian dominance on
the map. That year, the $40,000
grand prize went to Nupur Lala,
an Indian-American girl who cor-
rectly spelled “logorrhea” in the
final round.

In the coming season of the
ABC reality TV show “Shaq vs.,”
in which Shaquille O’Neal chal-
lenges top athletes at their own
sports, the winner of last year’s
Scripps National Spelling Bee, 14-
year-old Kavya Shivashankar, will
be shown competing in a spell-off
against Mr. O’Neal in the fall.

For all their success, Indian-
Americans have only recently be-
come the masters of competitive
spelling.

In 1989, Ratnam Chitturi,
founder of the nonprofit North
South Foundation, which stages
regional and national academic
contests for Indian-American chil-
dren, noticed that in standardized
tests Indian-Americans were con-
sistently performing above aver-
age in every subject but English.

He set out to change that by
creating a spelling bee pitched
just to Indian-Americans. The first
competition was held in 1993, and
it has since spread to 75 locations
throughout the country. Today,
about 3,000 children, ranging in
age from around six to 14, partici-
pate each year.

When Ms. Lala won the
Scripps bee in 1999, tales of her
bravado, fanned by the Internet,
quickly spread through the In-
dian-American community.

Rahul Walia, an advertising ex-
ecutive who lives in New Jersey,
was watching the Scripps National
on TV that year. The success of
the South Asian participants
caught his eye, and he sensed a
business opportunity. He launched
the South Asian Spelling Bee in

2008, figuring that allowing South
Asian kids to go head to head
would make it extra competitive.

Because “South Asian kids are
stereotyped as being nerdy and
geeky and you know, always
studying,” he says, the bee would
be a way “to vent out in an al-
most sport-like manner.”

About 400 kids under 14 com-

pete at the nine regional South
Asian Spelling Bees. At the finals,
the winner claims a $10,000 grand
prize.

Companies such as insurer
MetLife Inc. and Indian travel site
Yatra.com help underwrite the
competition.

While the kids prepare,
MetLife gives their parents a pre-

sentation about financial planning
for college. At the Los Angeles re-
gional, parents took notes and
raised their hands to ask ques-
tions.

John Derbick, assistant vice
president at Global Brand & Mar-
keting Services for Metlife, says
the company decided to sponsor
the bee after its research indi-
cated how much Indian-Americans
value education. And parents are
enthusiasts of the approach.

“Our tendency is if we detect
something that could lead them to
excel, we keep pushing them and
pushing them in that direction,”
says Radha Subrahmanyan, the
mother of Mayank Ganesan, who
competed but did not place in the
San Francisco regional of the
South Asian Spelling Bee.

Akshat Shekhar, who won the
South Asian Spelling Bee last
year, adhered to a rigorous train-
ing regimen, studying the roots,
languages of origin, definitions
and parts of speech of thousands
of words from 10 a.m. to 10 p.m.
on weekends, and after school un-
til bedtime during the week.

A year later, he is still basking
in the glow. He spent weeks doing
interviews with different Indian-
American newspapers and radio
stations after he won. “People will
come up to me and be like, yeah, I
read about you in the paper,” says
the 15-year-old, adding, “It hap-
pens a lot.”

BY JEAN GUERRERO
Los Angeles

Sivateja Tangirala won the Los Angeles regional of the South Asian Spelling Bee in June by correctly spelling ‘paradigm.’
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Though Indian-Americans
make up a mere 1% of the
population, they have come
to dominate the U.S. spelling-
bee circuit. The winners are
‘like Nobel laureates.’

WSJ.com
ONLINE TODAY: Watch a video
about the South Asian Spelling
Bee at WSJ.com/US
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Vatican sets rules on reporting abuse
VATICAN CITY—The Vatican

tightened its rules for disciplining
sexual-abuse cases on Thursday, but
victims criticized the measures for
not requiring church officials to re-
port all sexual-abuse allegations to
civil authorities.

The toughened rules mark the
first time the Vatican has changed
church laws to address the sexual-
abuse scandal that has opened Pope
Benedict XVI to widespread scrutiny
over his handling of abuse cases as
pontiff and as the former head of
the Congregation for the Doctrine of
the Faith. But rather than quell ac-
cusations that Vatican policies have
fostered coverups of sexual abuse
by those within church ranks, the
new measures appeared to inflame
the criticism.

The measures, unveiled at a Vati-
can conference on Thursday, revise
rules—originally decreed by the late
Pope John Paul II in 2001—by dou-
bling the statute of limitations for
sex-abuse allegations to 20 years
from a victim’s 18th birthday. The
revision also drops requirements
that clerics act as judges in church
trials, and allows the Congregation
for the Doctrine of the Faith, the
Vatican’s office in charge of disci-
plining abusive priests, to dispense
with costly and time-consuming
church trials and defrock abusive
priests with the stroke of a pen.

The possession of child pornog-
raphy and the abuse of mentally im-
paired adults were also added to a
list of crimes covered under the re-
vised rules, which the Vatican said
were approved by Pope Benedict on
May 21.

Groups representing victims of
sex abuse said the revisions fell far
short of the deep overhaul needed
to address a crisis that has rippled
across the globe this year, engulfing
Pope Benedict’s papacy. The global
scale of the crisis has exposed con-
tradictions between dioceses in the
U.S.—where bishops overhauled reg-
ulations in 2002 to require officials
to immediately report abuse to au-
thorities—and the rest of the world,
where many priests accused of
abuse continue to work in parishes.

The revisions don’t require bish-
ops to report sex abuse to civil au-
thorities. Victims say Vatican laws,
which call for church officials to
comply with civil laws, aren’t tough
enough to protect children, because
many countries don’t have laws that
require the reporting of sex abuse.

“This is a puny response when
measuring it against the vastness
and chaos of this scandal,” said
Kristine Ward, chairwoman of the
National Survivor Advocates Coali-
tion, a sex-abuse victims’ advocacy

group based in Dayton, Ohio.
In a statement Thursday, Cardi-

nal William Levada, head of the
Congregation for the Doctrine of the
Faith, said the revisions made the
Vatican rules “more useful.”

The Vatican’s top prosecutor for
sex-abuse cases, Msgr. Charles Sci-
cluna, said the revisions were a
“consolidation” of practices the Vat-
ican adopted in 2003 to discipline
abusive priests more quickly. Msgr.
Scicluna described the revisions as
a “signal” and “a step forward.”

The revised rules also apply to
other acts the Vatican regards as
grave crimes, such as heresy or
throwing away the Eucharist, which
Catholics believe is the body of
Jesus Christ. To this list of crimes
deemed punishable by excommuni-
cation, the Vatican added the at-
tempt by a cleric to ordain a
woman.

That move drew immediate fire
from women’s rights groups, which
accused the Vatican of equating sex-
ual abuse with the ordination of
women. “The Vatican’s decision [to]
list women’s ordination in the same
category as pedophiles and rapists
is appalling, offensive, and a wake-
up call for all Catholics around the
world,” said Erin Saiz Hanna, execu-
tive director of the Women’s Ordina-
tion Conference in Washington.

American church officials scram-
bled to address the anger. “The
church’s gratitude to women cannot
be stated strongly enough,” said
Archbishop Donald Wuerl of Wash-
ington. The archbishop backed the
Vatican’s opposition to the ordina-
tion of women, but added that
“women have had an essential role
in the life of the church.”

The Vatican prefaced the revi-
sions with a “historical introduc-
tion” to sexual-abuse policies. The
overview didn’t clarify how the Vati-
can handled specific cases or how
many. Thousands of priests have
been disciplined under Pope John
Paul II’s 2001 decree. Little is known
about how cases were handled be-
fore then.

For the first time, the Vatican
traced the history of internal sexual-
abuse policies, which it said dated
back to 1917, when the Congregation
for the Doctrine of the Faith, then
known as the Holy Office, was first
assigned to discipline priests who
committed “a certain number of
crimes.”

In 1922, the Holy Office issued
Crimen Sollicitationis, Latin for “the
crime of solicitation,” a document
that instructed bishops to set up lo-
cal church tribunals to prosecute
priests who use confession to solicit
sex, according to the Vatican over-
view. The document also instructed
bishops to maintain “a strict code of

confidentiality to protect all persons
concerned from undue publicity”
until the tribunal reached a “defini-
tive decision,” the Vatican said.

Crimen has been a lightning rod
for debate since the Vatican dis-
closed its existence in the wake of
an abuse scandal in Boston in 2002.
Victims of abuse cited Crimen as ev-
idence that the Congregation for the
Doctrine of the Faith failed to exer-
cise its authority to stop pedophile
priests.

Crimen also stipulated that sex-
abuse cases are covered by the “se-
cret of the Holy Office”—a level of
secrecy under church law that calls
for excommunication for anyone
who violates it. Msgr. Scicluna said
the secrecy requirement, which re-

mains in force, aimed to protect the
“dignity of all people involved” in
the cases and wasn’t intended to
stop church officials from reporting
sexual abuse to civil authorities.

Alleged victims of sexual abuse
who have brought lawsuits against
the Vatican have cited Crimen as ev-
idence in civil trials that the Holy
See obstructed investigations by
civil authorities. “Hundreds of thou-
sands of children across the world
have been molested because bishops
usually won’t tell the truth, call po-
lice,” said David Clohessy, director
of the Survivors Network of those
Abused by Priests.

“Crimen Sollicitationis was ...
never intended to represent the en-
tirety of the policy of the Catholic

Church regarding sexual impropri-
eties on the part of the clergy,” the
Vatican said in the overview.

The Vatican sought to distance
the Congregation for the Doctrine of
the Faith from criticism of the Vati-
can’s handling of abuse cases before
2001, noting that “a small number
of cases” were reported to the of-
fice. It wasn’t until 2001, with John
Paul II’s decree, that the Congrega-
tion for the Doctrine of the Faith
was given clear jurisdiction over
sex-abuse cases, the Vatican said.
From 2001 forward, bishops were
required to report all credible sex-
abuse allegations to the Congrega-
tion for the Doctrine of the Faith.

—Margherita Stancati
contributed to this article.

BY STACY MEICHTRY

Vatican spokesman Rev. Federico Lombardi at the news conference Thursday.
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Osborne makes tweak to OBR
LONDON—U.K. Chancellor of the

Exchequer George Osborne said
Thursday he will give lawmakers on
Parliament’s Treasury Select Com-
mittee the right to veto the new
head of the Office for Budget Re-
sponsibility in a bid to quash con-
cerns about the fiscal council’s inde-
pendence.

Mr. Osborne said the panel will
advertise Friday for the new head of
the OBR to succeed Alan Budd, who
is leaving in mid-August. “I want
there to be absolutely no doubt that

this is an independent body, that
this person has the support and ap-
proval of the Treasury Select Com-
mittee,” Mr. Osborne said.

Mr. Budd’s successor will take
charge of the new, permanent OBR,
which is expected to be established
later this year, once Parliament has
approved the legislation.

Applications for the new post are
due mid-August, so the post will
likely be vacant for a period. In fur-
ther efforts to boost the OBR’s inde-
pendence, Mr. Osborne said he
wanted the council to move out of
the Treasury building and to have its

own “core secretariat” of staff.
Mr. Osborne said he wants the

new OBR head to serve a five-year
term with the possibility of being re-
appointed. Mr. Osborne indicated his
intention is that the OBR chief can’t
be fired by the chancellor, as with
the Bank of England governor.

Mr. Osborne gave the OBR the
power to draw up the growth and
borrowing forecasts—a power previ-
ously held by the chancellor. The
move was intended to prevent chan-
cellors from making overoptimistic
growth forecasts, allowing them to
borrow more than was wise.

BY LAURENCE NORMAN

Slow change
The church’s policies on abuse

� 1917: Pope Benedict XV updates
canon law, assigning the Holy
Office—the future Congregation for
the Doctrine of the Faith—to
discipline priests who commit
serious crimes.

� 1922: The Holy Office issues
Crimen Sollicitationis, Latin for ‘the
crime of solicitation,’ which
instructs bishops to set up
tribunals to prosecute priests who
use confession to solicit sex.
Crimen, as it is known, requires
church officials to maintain a code
of confidentiality under threat of
excommunication.

� 1962: Vatican reprints Crimen,
but doesn’t distribute it widely.

� 1983: Pope John Paul II makes
the Roman Rota, a Vatican tribunal,
an appeals court for sex-abuse
cases. Under the updated law,
abuse is defined as sexual acts
with a minor under 16.

� April 30, 2001: John Paul II
issues a decree overhauling the
Vatican’s sex-abuse rules. The
decree requires bishops to swiftly
report sex abuse by priests to the
Congregation for the Doctrine of
the Faith, a Vatican office then
headed by Cardinal Joseph
Ratzinger, who is now Pope
Benedict XVI. The decree raises the
age of majority to 18 years and
establishes a 10-year statute of
limitations.

� July 15, 2010: Vatican announces
revisions to rules for disciplining
sex abuse, and doubles the statute
of limitations on priests accused of
abuse to 20 years after their
alleged victim’s 18th birthday.
The Vatican; WSJ research

Entirely invented and manufactured in-house

F P J O U R N E . C O M
N E W W E B S I T E

28 THE WALL STREET JOURNAL. Friday - Sunday, July 16 - 18, 2010

SPORT

No sooner has the World
Cup finished than thoughts turn
to the new domestic football
seasons across Europe and the
Champions League.

The qualifying stage for the
Europe’s premier club
competition is already up and
running, with the second
qualifying round to conclude on
Tuesday and Wednesday. The
big guns are assured of their
places in the tournament and
have already attracted plenty of
money for outright success.
Barcelona is favorite at 7/2
across the board, followed by
domestic rivals Real Madrid, at
5/1 with Skybet, Paddy Power
and Coral.

Los Blancos manager José
Mourinho will be bidding for his
second consecutive triumph in
the competition after steering
Inter Milan to the title in May,
including a semi-final victory
over Barca. Despite this, it’s
hard to look past Pep
Guardiola’s side—especially now
that it includes David Villa in a
frightening attacking lineup.
Back Barcelona in a double to
win both the Champions
League and La Liga at around
15/2 with Coral.

Former Liverpool coach Rafa
Benítez takes the reins at Inter,
and given his previous success
in European competitions with
Valencia and Liverpool, his team
could be a good each-way bet
for the Champions League at
14/1 with Boylesports and
Victor Chandler. The Spaniard
should find it a cakewalk to the
title in Serie A, where
competition is weak, so back
Inter to gain the Scudetto for
the sixth consecutive occasion
at a general 6/5.

Tip of the day

63

Source: The R&A

Rafa Benítez
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It’s not about the bike
Valentino Rossi’s return to MotoGP is as important to the sport as it is to the rider himself

Forty one days ago, during prac-
tice for the Italian Grand Prix, Val-
entino Rossi did something he’d
never done before: he crashed his
Yamaha motorbike forcing him to
miss the race, his first such absence
in a hugely successful 14-year ca-
reer. As the 31 year old, six-time
MotoGP world champion tried to
round turn 13 of the Mugello circuit,
man and machine flipped in to the
air at 180kph (111 mph), landing
hard on his right leg.

The initial diagnosis was bleak.
The Mugello track medical chief,
Claudio Costa, was one of the first
to treat the rider, describing the in-
jury—a displaced and exposed break
of his right tibia—as a “very ugly
fracture.”

Later, at the hospital the surgeon
called it the worst type of injury he
had operated on, and called into
doubt whether Mr. Rossi would re-
turn to racing before 2011. “He
needs to recover fully before return-
ing,” said Graziano Rossi, the rider’s
father.

Yet this weekend, Valentino
Rossi will seek to continue his ca-
reer at the German Grand Prix talk-
ing place at the Sachsenring in the
Saxony region. It would be a re-
markable return, ending a hiatus
that has given both the series orga-
nizers and his own race team, Fiat
Yamaha, a glimpse of the near fu-
ture, one without Mr. Rossi.

Rumors swirl around the pit lane
that Mr. Rossi is about to “go home”
to Italy, to spend the rest of his ca-
reer in the red colors of the Ducati
team. “It is a great dream for every-
body to see Valentino with Ducati,”
said Mr. Rossi last year. “We will
see, I don’t know.”

Not surprising, given his stature,
Fiat Yamaha are desperate to keep
him. “I don’t think I can convince
Valentino to continue racing [after
2010, when his contract runs out],

that’s up to him, but I’ll certainly do
my best to make sure he’s on a Ya-
maha if he does,” said Lin Jarvis,
the team manager after Mr. Rossi
had collected a fourth title on a Ya-
maha bike.

Given his vast wealth—he is re-
ported to earn more than €23.4 mil-
lion ($30 million) a year—money is
unlikely to persuade Mr. Rossi to de-
lay his oft-discussed retirement
plans. The Italian exists in the rar-
efied air of a select group of sports
stars for whom history talks louder
than cash. Ahead of him in the re-
cord books is Giacomo Agostini’s
mark of 123 grand prix career wins,
a number that Mr. Rossi, who has
amassed 104 career victories of his
own, has admitted to “thinking out
loud about.”

To keep its man, Yamaha is mak-
ing a legacy play, with talk of a
brand ambassador role and long-
term tie ups: The hunch is that the
Italian will sell bikes long after he
has stopped riding them.

But Mr. Rossi’s future isn’t just
an issue for the Japanese motorcy-
cle industry. It holds the key to the
commercial future of the entire
sport. “It’s hard to overstate how
important Rossi is to motorbike rac-
ing,” says David Emmett, editor of
motomatters.com. “He’s a once-in-a-
generation type, combining riding
genius with real charisma.”

When energy drinks brand Mon-
ster consolidated its move into mo-
tor sport it was Mr. Rossi they
chose as their spokesman, signing
up a two-year endorsement worth in
the region of $3.2 million to the
rider, plus an extra $650,000 for
claiming last year’s MotoGP title.

For now at least, the sport con-
tinues to reap the benefit of his par-
ticipation. In 2008, rights holders
Dorna hired IMG to sell media rights
outside the core markets of Italy,
Spain and U.K., which Dorna handles
in-house. This led to a spate of TV
deals in key markets, with free to

air terrestrial a significant compo-
nent of the strategy. In the U.K., the
British Broadcasting Corporation
bought five years of MotoGP’s full
inventory, including exclusive rights
to show all 125cc, 250cc and Mo-
toGP races, plus qualifying sessions.
In France, the AB Groupe and Euros-
port France signed for three years,
with the digital-terrestrial channel
NT1 taking all 18 MotoGP races,
while cable-satellite channel Euros-
port France screens practice and
qualifying sessions as well as all
three races live on Sunday. Likewise,
in Germany, DSF committed to 170
hours of coverage per year. And in
Italy, the talk of Mr. Rossi’s poten-
tial tie up with Ducati ensures
healthy TV interest, with the rights
to MotoGP residing with Mediaset,
part of Italian Prime Minister Silvio
Berlusconi’s media empire.

But there are clouds gathering,
not least because Mr. Rossi’s much
discussed retirement coincides with
the renewal dates with key broad-
casters. The political and economic
pressure to curtail spending on
sports rights meant that TVE,
Spain’s state owned broadcaster
ended its coverage of MotoGP in
May this year. Spain is a key Mo-
toGP market along with Italy, with
TVE said to be spending between
€20 million and €22 million a sea-
son on the series.

The credit crunch came at a time
when motor sport was still weaning
itself off tobacco money, and new
categories of partner—betting, in-
surance, finance and energy drinks
such as Monster—haven’t filled the

gap. As a result, team budgets are
under pressure, but cost cutting is a
trigger issue for MotoGP. Slash bud-
gets to suit the new economic real-
ity and the series runs the danger of
losing its bleeding edge image, nar-
rowing the gap between MotoGP
and Superbikes, its perennial rival
bumping up against it from below.

The annual cost for a manufac-
turer team in MotoGP varies be-
tween €5 million and €10 million
per annum and beyond. The smaller,
privately owned teams budget for
up to €2 million. For Superbikes,
team costs are considerably lower
because of harmonization of parts
and tires, and because they race on
road bikes rather than prototypes.

One obvious place where cost
cuts may come in is in the riders’
contracts. Along with Mr. Rossi, the
front of the MotoGP grid is domi-
nated by Jorge Lorenzo, Casey
Stoner and Dani Pedrosa—a group
referred to as “the untouchables” by
fans—who are all tied to multimil-
lion euro contracts. But from fifth
place down—there is often 20 sec-
onds between fourth and fifth
place—the salary cuts could be
deep.

“The riders were paid crazy
amounts,” says Herve Poncharal,
team owner of the Monster Tech 3
Yamaha team, who suggests difficult
economic conditions will force
driver costs down.

“Apart from the untouch-
ables—rates will be 50, 60, 70 per
cent down. That will be a big, big
saving. We always talk about the
bike, but the rider’s department is
sometimes bigger than the cost of
the bike.”

One rider is worth the money. “I
am really looking forward to seeing
everyone and being back in the pad-
dock,” said Mr. Rossi this week. “I
was tired of being at home.”

It isn’t just his many fans who
will heave a sigh of relief that he’s
back where he belongs: on a bike.

BY RICHARD GILLIS

Valentino Rossi had been expected to be out until 2011 after breaking a leg six weeks ago, but the Italian will return at the German Grand Prix this weekend.
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‘Mr. Rossi is a once-in-
a-generation type,
combining riding genius
with real charisma.’
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Cephalopod diplomacy

MOSCOW—Paul, the octopus
who predicted Germany’s defeat in
the World Cup semifinals, was on
the agenda when Russian President
Dmitry Medvedev welcomed Ger-
man Chancellor Angela Merkel to a
summit in the Urals. A less fortu-
nate octopus was on the menu.

“I rooted for the German team
and I saw how you rooted for your
team,” Deputy Prime Minister Viktor
Zubkov told Ms. Merkel during a
meeting Thursday, according to In-

terfax news agency. “Of course, if it
had not been for Paul—you know
who I’m talking about, Paul the oc-
topus—then everything would have
been fine.”

Mr. Medvedev interjected: “We
ate his colleague last night at the
restaurant.”

Paul achieved celebrity by cor-
rectly predicting the outcome of
eight out of eight World Cup
matches. The eight-legged oracle se-
lected a mussel from one of two
containers draped in the flags of the
opposing teams.

BY RICHARD BOUDREAUX

The European
Union’s agenda to
boost financial
regulation has
many moving
parts, some of

which—for example, the plan to
regulate hedge funds—are moving
more slowly than its supporters
hoped. But here, as Brussels gets
ready to embark on its summer
recess, is a quick checklist, based
on conversations with officials, on
where the main proposals stand.

Alternative Investment Funds
Directive: This effort to regulate
hedge funds, private-equity and
venture-capital funds has
stagnated as negotiators try to
find a way to resolve differences
between the 27 member
states—which together form the
European Council—and the
European Parliament.

The main issue of contention
relates to the treatment of
managers and funds from third
countries. The Council, or at least
a majority of it, supports a system
that looks much like the existing
one: 27 national regulators
allowing access to national
markets, with all facing higher
transparency and disclosure
requirements than in the past.
The Parliament is still backing the
idea of a European passport that
would allow a fund manager
satisfying certain criteria to
market throughout the whole EU.

Here, the Parliament is the
champion of the single
market—supported by the
European Commission, the EU’s
executive arm—but the opposition
from France and others has been
pretty implacable.

There are differences on other
issues, for example on how to
treat private-equity funds. Here,
the governments appear to take a
more relaxed view than the
Parliament, which appears to view
them as a bunch of asset
strippers. But treating private
equity too harshly raises
questions about why it should be
treated differently from other
ownership structures, such as
those for sovereign wealth funds
and Russian oligarchs. Still, it
could be ironed out in September
or October.

Financial Supervision: This
sets up an overarching European
Systemic Risk Board, based in
Frankfurt, and three European
supervisors—one each for
banking, insurance and financial
markets. Again, the expected date
for resolution is September.

The Council wants the agencies
to be based in London, Paris and
Brussels, respectively. Parliament
had voted for all three agencies to
be located in Frankfurt, but the
all-Frankfurt option was quickly
negotiated away, as expected.

The remaining divisions here
concern how much responsibility
the European supervisors will
have and how much will remain
with the national authorities.

So far only one set of
organizations is guaranteed to be
regulated on a European level:
rating agencies. The Parliament

wants to include the big banks,
but the governments are set
against and it won’t happen.

European authorities will,
however, be able to assume extra
powers in financial emergencies.
The question about who would
declare emergencies seems to
have been answered: the member
states will together make the
declaration. There are still
questions, however, over what
interventions the European
agencies could make. The U.K.,
which takes the toughest position
in the Council, wants to restrict
interventions to cases where there
is a clear breach of European law.

Derivatives and short-selling:
The Commission launched a
consultation in June. Proposals for
derivatives legislation are likely to
emerge from the Commission by
mid-September, and Commission
officials say they will probably
follow the broad pattern laid
down in the consultation
document. That will preserve the
exemption from most
requirements for nonfinancial
companies hedging as part of
their business—though they will
still face transparency
requirements so that supervisors
can be sure of what’s going on.

Officials say, however, that the
shape of proposed legislation
related to short-selling and credit-
default swaps is less certain,
meaning a possible delay beyond
September in its introduction.

Mifid: Consultations have
started on the review of the
Markets in Financial Instruments
Directive, which was agreed on in
2004 and went into force in 2007.
The objective is to improve
information to investors as well as
incorporate new markets in the
scope of the directive. Not much
space for the discussion here, but
a lot of debate ahead before
proposals are introduced, possibly
early in the new year.

Bank capital requirements:
This is the hottest topic for banks.
The outcome is linked to what
happens in talks under way among
the Group of 20 governments in
Basel. This will be translated in
Europe into a fourth revision of
the Capital Requirements
Directive. Proposals will probably
come out before the year end.

There are divisions between
Europe and the U.S. on the
approach and even within Europe.
In very broad terms, U.S. and U.K.
governments lay more emphasis
on bolstering capital, while those
in continental Europe argue that
improved supervision would
reduce the need for extra capital.

Americans see European banks
as undercapitalized. On the other
hand, I’ve often heard Europeans
seriously argue that this is a U.S.
plan to put European banks at a
disadvantage by introducing rules
the U.S. won’t implement—just as
it didn’t implement the Basel II
directive on bank capital.

Banks play a much more
important role in continental
Europe in channeling funds to
companies than they do in the
U.S., where financial markets are
much more important. Hence the
sensitivity to overloading them
with capital requirements,
particularly if they would curb
lending and hamper recovery.

[ Brussels Beat ]

BY STEPHEN FIDLER

Navigating the EU’s plans
on financial regulation

Medvedev backs FSB law
Russian president defends plan to expand security service’s powers

MOSCOW—Russian President
Dmitry Medvedev on Thursday en-
dorsed a controversial draft law that
would expand the powers of the
Federal Security Service, the KGB’s
main successor. The plan has trig-
gered fierce opposition from human-
rights groups.

In his first public comments on
the draft, which comes up for final
approval in the lower house of Par-
liament Friday, Mr. Medvedev told a
joint news conference with German
Chancellor Angela Merkel that he
had ordered the proposed changes,
which he defended as a routine do-
mestic matter.

Ms. Merkel said the issue had
come up in talks between the two
presidents in Yekaterinburg on
Wednesday. She cited “different as-
sessments” of human-rights and
civil-society issues between Ger-
many and Russia but stopped short
of criticizing the draft law.

Domestic critics said Mr. Medve-
dev’s support for the plan is at odds
with his pledges to increase political
openness and shore up the rule of
law. Kremlin opponents say the pro-
posal is the latest in a series of mea-
sures that amount to a tightening of
state control.

“The president has said publicly
today that there’s no hope for liberal-
ization of the regime,” said Lev Pono-
maryov, head of the nongovernmental
group For Human Rights and a mem-
ber of a Kremlin advisory panel that
recommended against passage of the
plan last month. “It’s an absolutely
totalitarian law,” he added.

Supporters of the law—which is

virtually assured of passage thanks
to the commanding majorities held
by the pro-Kremlin United Russia
party in both houses of Parlia-
ment—deny the plan represents an
effort to tighten the screws on crit-
ics. They argue that it gives the Se-
curity Service, known by its Russian
initials FSB, necessary powers to
fight terrorism and extremism.

“The draft law today corresponds
to the most human, the highest stan-
dards of a law-based state,” Vladimir
Vasiliev, chairman of the parliamen-
tary committee responsible for the
draft, told reporters Wednesday.

The latest draft law would allow
FSB agents to issue binding warn-
ings to people they suspected were
preparing to commit crimes, impos-
ing stiff penalties for those who ig-
nored them.

Supporters say amendments to
the original draft removed elements
that had raised concerns among hu-
man-rights advocates, but critics say
those changes do little to soften the
plan.

“The FSB’s powers in our country
have long since gone beyond all rea-
sonable limits,” Memorial, one of
Russia’s oldest human-rights groups,
said in a public appeal Thursday.
The new law will be a “tool of politi-
cal intimidation” reminiscent of So-
viet-era curbs on dissidents, the
group said.

Although it reveres Soviet dicta-
tor Josef Stalin, the Communist
Party also opposes the law, saying it
unnecessarily strengthens the FSB’s
powers.

That view is shared by Just Rus-
sia, a party that usually supports
Kremlin initiatives.

Critics said the new plan was the
latest of several Kremlin steps to
limit dissent. Last week, Parliament
gave initial approval to a govern-
ment plan to increase penalties for
protests that block roads and rail-
ways—areas where popular demon-
strations last year often led to offi-
cials giving in to protesters’
demands. Earlier in the year, parlia-
ment approved new restrictions on
trade unions.

Former Soviet President Mikhail
Gorbachev, meanwhile, called for
broader democracy to combat rising
social tension. “To prevent society
from exploding, a new policy is
needed,” he said in a newspaper in-
terview published Wednesday.

Opinion polls show approval rat-
ings for Mr. Medvedev and his pa-
tron and predecessor, Prime Minis-
ter Vladimir Putin, remain high. But
dissent remains tightly controlled.

Opposition groups say they plan
another demonstration on July 31 to
draw attention to limits on freedom
of assembly, which is protected by
article 31 of Russia’s constitution.

The last such protest, on May 31,
led to more than 100 arrests. That
spurred rare criticism from the
Kremlin’s human-rights ombudsman,
Vladimir Lukin, who denounced the
authorities’ refusal to allow the
demonstration as illegal and police
manhandling of demonstrators as
overly harsh.

In the weeks following, Mr. Lukin
has been subject to a wave of criti-
cism himself from pro-Kremlin offi-
cials, as well as reports that he will
soon be ousted.

—Olga Padorina
contributed to this article.

BY GREGORY L. WHITE

Russian police arrest a political activist at an opposition rally in St. Petersburg on May 31.

Agence France-Presse/Getty Images
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C-SUITE: TRAVEL

Summer flying: not bad after all
This was supposed to be the

summer of the canceled flight.
Airlines predicted that new U.S.
rules to reduce long tarmac delays
would force them to ground
planes and leave passengers
stranded in terminals. But after
two busy summer months, it
hasn’t happened.

Instead, airlines have adapted
with new procedures, flagging

long-delayed flights,
sending in help and re-
turning planes to gates
before the three-hour
limit to let any passen-

gers off and then continuing with-
out canceling the flight.

Moreover, the rule seems to be
working. Long delays aboard air-
planes are down, at least so far. In
May, the most recent month the
U.S. Department of Transporta-
tion has reported on, only five
flights were stuck on the ground
for more than three hours, com-
pared with 34 in May 2009. The
on-time rate for airlines has been
about the same this summer as
last year.

US Airways, which had fewer
cancellations in May and June
compared to a year ago, says it re-
turned hundreds of flights to
gates in those months, but most
continued on. Same story at other
airlines: AirTran Airways had to
take 84 flights back to gates in
May and June because of the tar-
mac rule, but only canceled five of
those flights. “We had instances
where people got off and in-
stances where people got on when
we got back to the gate,” said US
Airways Chief Operating Officer
Robert Isom.

Flight cancellations were also
down significantly at Southwest,
Alaska and United airlines, accord-
ing to the airlines and Flight-
Stats.com, which tracks flights us-
ing information from airlines,
airports and the Federal Aviation
Administration.

United saw cancellations drop
about 24% in May and June. With
alerts in place and procedures
such as calling an extra person
into the airline’s command center
on stormy days just to monitor
tarmac delays and another extra
person to negotiate with the FAA
on behalf of flights, the rule’s im-
pact has been minimal, said Don-
ald Dillman, United’s vice presi-
dent of operations control. “A few
[of the cancellations] have been
specifically because of the rule,”
he said. “It happens occasionally
but not really that much.”

Across the U.S., 836 more
flights were canceled this year in
May and June combined than last
year in those months, according
to FlightStats. The increase can be

blamed more on 792 cancellations
from the pilots’ strike at Spirit
Airlines than from the rule limit-
ing delays on the ground to three
hours.

To be sure, airlines did cancel
several hundred flights specifi-
cally because of the tarmac rule in
May and June. American Airlines,
for example, says about 20% of its
flight cancellations in May and
June, a total of about 400 flights,
were a result of the new regula-
tion. But others say the rule had
little impact. Cancellations in May
and June were up by more than
50% at Continental Airlines, but
the carrier says the increase was
caused by volcanic ash eruptions
in both Iceland and Guatemala.
Cancellations more than doubled
at Delta Air Lines in the past two
months over 2009, but “the tar-
mac rule was probably a very
small part,” a spokesman said.
Delta says most of the increase re-
sulted from bad weather, air-traf-
fic control congestion and mainte-
nance.

The tarmac rule, issued in re-
sponse to repeated episodes of
passengers left stranded on air-
craft for eight and 10 hours under
ghastly conditions, went into ef-
fect April 28. It requires airlines
to offer passengers water and
snacks if planes are left sitting for
two hours with passengers on
board, either before takeoff or af-
ter landing, and to give passen-
gers the opportunity to get off a
flight that has sat for three hours.

Pilots and air-traffic control-
lers have some leeway for safety.
But if airlines don’t comply, they
face enormous fines of $27,500
per passenger, or more than $4
million for a full Boeing 737 or
Airbus A320.

As the DOT was drafting the

rule, airlines complained it would
force substantial cancella-
tions—they would simply refuse
to launch flights rather than risk
huge fines if bad weather or air-
port traffic jams threatened long
delays. That would leave passen-
gers stuck perhaps for several
days until they could find seats on
other flights. Continental Chief
Executive Jeffrey Smisek went so
far as to call the rule “stupid.”

Airlines still chafe at being
forced to return flights to gate at
three hours when conditions
might change and they might take
off in just a matter of minutes.
DOT officials said the limits were
imposed because airlines left pas-
sengers stranded far too long.

A snapshot of the first two
months under the new federal
rule doesn’t mean it will be
smooth sailing every month. Both
the Air Transport Association, the
airline-industry group that vehe-
mently fought the rule, and the
DOT, which wrote it, said through
spokesmen that it was too early to
assess the impact of the regula-
tion.

Storms that disrupt air travel
have been roughly comparable to
bad weather last year, airlines and
FAA officials say.

The FAA says it worked to
make sure controllers were famil-
iar with the new requirements
placed on airlines and pilots. “It’s
still a work in progress,” said
Mike Sammartino, the FAA’s direc-
tor of system operations.

Most airlines have put alert
systems in place to flag flights
that have left gates but are stuck
on the ground. US Airways, which
has vastly improved its on-time,
baggage and complaint rankings
over the past several years, has its
alerts set to begin notifying offi-

cials after one hour. More alerts
sound after 90 minutes; after two
hours, Mr. Isom gets notified
about a particular flight.

At each airport, US Airways
has a plan to service planes left
grounded and work to either get
them flying or return them to a
gate. The new rule has added
work for airlines and complicated
operations. And airline officials
caution that the weather so far
this summer has been pretty typi-
cal. “I don’t think we’ve seen the
worst of what can happen,” Mr.
Isom said.

American has been more ag-
gressive at canceling flights than
some of its competitors in order
to ensure it doesn’t end up with
DOT fines. American boosted its
on-time arrival rate in May and
June, but despite the improve-
ment, American canceled about
the same number of flights as last
year. The airline says the lack of
improvement is the result of its
“conservative” approach to the
tarmac-delay rule—it liberally
canceled flights to minimize
chances of a plane being stuck.

One investment that American
made that has helped its opera-
tion: The airline installed auto-
matic gate-docking systems in
Dallas and Miami that allow
planes to pull up to gates without
workers guiding them on the
ground. That means even when
lightning is in the area and
ground workers have to remain
indoors, planes can get to gates
and avoiding long delays to wait
out storms.

With more experience operat-
ing under the rule, American
hopes to reduce its cancellations,
said Jonathan Snook, vice presi-
dent of operations planning and
performance.

BY SCOTT MCCARTNEY

Southwest had 80% fewer
cancellations in May and June

than it did during those
months in 2009, the biggest

drop of U.S. carriers..
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How to avoid
getting lost
intranslation

BY SARAH NASSAUER

Traveling in a country where
you don’t speak the language can
be frustrating, perplexing or
exhilarating, depending on how
you look at it. But if you want to
see the world, it’s bound to
happen from time to time.

David Del Vecchio, owner of
Idlewild Books, a travel
bookstore in New York City,
recently chatted with The Wall
Street Journal about how to get
by when you don’t speak the
language.

WSJ: How do you get ready for a
trip to a country where you don’t
speak the language?
Mr. Del Vecchio: I would always
start by picking up a phrase book
or downloading an audio
phrasebook to my iPod. …

I think the most important
thing is to learn greetings. Even
though you could just launch into
English right away and they
would get the point, I think it’s
really important to learn how to
greet someone in their own
language and then be able to ask
if they speak English because I
think that signifies a respect and
that you are humble enough to
admit that you don’t speak their
language. …

Beyond that I think it’s
important to learn “Thank you”
and what to say when you leave.
… Numbers are useful and
important. … A big part of travel
often is finding yourself in a
situation where you are
negotiating for something or
haggling for it in a market.

WSJ: What if you are going for
business?
Mr. Del Vecchio: I think if you are
traveling for business, it’s really
worth it to find some kind book
or source material on customs
and etiquette. I think it can be
just as important to read things
like that or read a bit about the
culture as it is to maybe learn the
actual language. … Is it a place
where you are expected to have a
certain amount of social
interaction or tea or ask for ten
minutes about how they slept or
how their family is before
launching right into business?

WSJ: Once you are in the country,
how do you order something good
at a restaurant?
Mr. Del Vecchio: If you don’t speak
any of the language and you don’t
understand anything on the menu,
… I would probably see what
other people are having or point.
Or just look at something on the
menu and just take my chances.

WSJ: Do you think picture books
like “Point It” work?
Mr. Del Vecchio: I have never used
it, but it’s a book we have by the
register and half the people who
buy it think it’s a gag and then
many of them come back and said
“Wow. If I hadn’t had that book in
China, I would have starved or
spent three days in the country.”

[ Fast Track ]

%

Cancel that cancellation
NUMBER OF FLIGHTS
CANCELED IN MAY
AND JUNE

ON-TIME ARRIVAL
RATE IN MAY
AND JUNE

PERCENTAGE OF
FLIGHTS DELAYED
45 MIN. OR MORE

CHANGE IN CANCELLATIONS
FOR MAY AND JUNE,
2010 VS. 2009

19,742

20,578*

77.7%

77.7%

8.9%

9.0%
2010

2009

*Includes 792 flights canceled from
Spirit Airlines pilot strike

Source: FlightStats.com

A surge in scrubbed
flights was predicted
after a new federal rule
limiting tarmac delays
was enacted. But in May
and June, flights have run
about the same as last
year, even with a strike
and volcanic eruptions.

Southwest –80
US Airways –50
Alaska –34
United –24
American 2
AirTran 15
JetBlue 50
Continental 61
Delta 133
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Optimism about the economy grows
Economists surveyed by The

Wall Street Journal are more opti-
mistic about the direction of the
economy than the general public,
though they are revising down fore-
casts for growth and jobs for the
next 12 months.

The majority (64%) of the 55
economists polled—not all of whom
answered every question—said that
the economy would get better over
the next 12 months and 9% said it
would get worse; the rest said it
would stay about the same.

In contrast, 33% of the general
public expected the economy to im-
prove and 23% think it will get
worse.

The difference may depend on
the definition of “better.” The econ-
omy is “doing better, but not yet do-
ing well,” said Neal Soss of Credit
Suisse. Economists, on average, now
see the odds of double-dip recession
at 20%. On average they expect the
economy to grow at a pace below
3% through the second quarter of
2011, so slow that they anticipate
the unemployment rate, now at
9.5%, will drop to just 8.6% by the

end of 2011.
Half don’t see the jobless rate re-

turning to 5.5%, roughly full employ-
ment, before 2015. “We see gradual
improvement, with an emphasis on
gradual,” said Bruce Kasman of J.P.
Morgan Chase.

The forecasters see the economic
effects of the BP PLC oil spill
sharply different from the public.
While 41% of respondents to the
WSJ/NBC poll said the spill would
affect the economy “a great deal,”
not a single economist agreed.
Thirty-seven economists, or 70%,
said the effect would be “very lit-
tle,” compared to just 6% in the
public-opinion poll. “It’s an environ-
mental nightmare, but the national
economic impact is minimal,” said
Paul Ballew of Nationwide.

The economists and public were
in line on their views of President
Barack Obama’s handling of the
economy. Half the respondents to
the WSJ/NBC poll disapprove of it;
46% approve.

Among the economists, 29 or
64% of those who answered the
question disapprove.And similar
majorities of the public (63%) and
the economists (70%) agree that

Congress should focus on reducing
the budget deficit even if it means it
will take longer for the economy to
recover.

“The administration has created
immense uncertainty and arbitrarily
attacked various industries,” said
Stephen Stanley of Pierpont Securi-
ties. “Stimulus efforts were a bust.
Let’s try some fiscal responsibility.”

But some economists, while wor-
ried about the long-run deficit,
think economic growth should take
precedence. “Stimulate now but
pass credible laws that will reduce
deficit several years out,” said
Nicholas Perna of Perna Associates.

Most—27 or 59% of those who
responded to the question—of the
economists said if they were in Con-
gress they would vote to renew the
extension of unemployment com-
pensation for up to 99 weeks, a pro-
posal that is stalled in the Senate.

“An abrupt end to unemploy-
ment benefits could do more to
damage the deficit than repair it by
weakening the recovery and forcing
the long-term unemployed to apply
for more costly long-term benefits,
such as Social Security,” said Diane
Swonk of Mesirow Financial.

BY PHIL IZZO
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*Numbers don’t add up to 100 because of rounding
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Poles apart
Economists are more optimistic about the U.S. economy and much less
worried about the Gulf oil spill than the general public.

How much do you think the Gulf Coast oil spill will affect the
U.S.'s economy?

During the next 12 months, do you think that the U.S.'s economy will get
better, get worse, or stay about the same?

Affect the nation's economy a great deal

Affect the nation's economy quite a bit

Affect the nation's economy some

Affect the nation's economy very little

Will not affect the nation's economy at all

Not sure

WSJ/NBC
(1,000 polled)

WSJ survey of
economists (55 polled)

Percent of respondents*:

WSJ/NBC
(1,000 polled)

WSJ survey of
economists (55 polled)

Percent of respondents*:

Economists
surveyed split
on merits of
overhaul bill

Economists surveyed by The Wall
Street Journal this week were evenly
split on whether they would have
voted for the financial regulatory bill
that passed the Senate Thursday.

Of those surveyed, 21 said they
would vote yes; 22, no.

Asked how much the legislation
would do to prevent a repeat of the
global financial crisis, a majority
(58%) said the overhaul would reduce
the risks “just slightly,” and only 6%
thought it would have a “significant”
impact.

Among those who said they would
vote against the bill, Diane Swonk of
Mesirow Financial raised concerns
about moving too fast. “The legisla-
tion is outpacing our understanding
of the crisis, and I would like to make
sure that we learn something from
what went wrong before we legislate
a new problem,” she said.

Others echoed concerns about un-
foreseen risks resulting from the
overhaul. “Minor reduction in finan-
cial risk is not worth a major over-
haul,” said Brian Wesbury of First
Trust Advisors.

Many of those who said they
would vote to pass the legislation
weren’t enthusiastic. “Better it than
nothing,” said Allen Sinai of Decision
Economics, “though [the measure] is
very imperfect.”

“Human nature makes more fi-
nancial crises inevitable. Hopefully
the legislation will make them
milder,” said Dana Johnson of Comer-
ica Bank, who backed passage.

On the impact of the bill, some,
such as Mark Nielson of MacroEcon
LLC, were skeptical that any regula-
tion could help. “Anything Congress
puts in place will in the short run be
undone at the trading level and in
the long run will become captive of
the cozy high-finance industry,” he
said.

BY PHIL IZZO

Congress approves finance overhaul
cil of regulators to monitor eco-
nomic risks, establishes a new
agency to police consumers’ finan-
cial products and sets new standards
for the way derivatives are traded.

Republicans said the bill could
jeopardize the economic recovery by
constraining credit and crimping the
banking industry, and chided the ex-
pansion of government power it en-
visions.

The bill “is a 2,300-page legisla-
tive monster…that expands the
scope and the powers of ineffective
bureaucracies,” said Sen. Richard
Shelby (R., Ala.).

Once this bill is signed into law,
lawmakers and the Obama adminis-
tration are expected to pivot to a po-
tentially more contentious issue: the
future of government-run mortgage-
finance giants Fannie Mae and Fred-
die Mac. Many Republicans complain
that not tackling these companies in
the finance bill was a glaring omis-
sion. The administration has begun
work on a proposal to redesign the
mortgage-finance system, and Con-
gress could take up the issue in 2011.

The law will be implemented in a
volatile environment. Profits on Wall
Street are soaring, with J.P. Morgan
reporting $4.8 billion in net profit in
the second quarter. But the banking
sector is contracting, with close to
300 banks failing since January
2008. Many businesses and borrow-
ers are struggling to obtain loans.

Supporters and critics agree the
impact of the bill will be determined
over several years, depending in
large part on decisions made by reg-
ulators. The law’s passage “is the be-

Continued from first page ginning of the process and not the
end,” says Satish Kini, co-chair of
the banking group at law firm Debe-
voise & Plimpton LLP. “The shape of
the reform won’t be known until the
regulators have spoken.”

Treasury Department officials
have taken initial steps to lay the
groundwork for the new consumer
agency and are also creating a struc-
ture so that large, complex and fail-
ing financial companies can be taken
apart and liquidated without dis-
rupting markets.

The bill gives discretion to regu-
lators, including the Federal Reserve
and SEC, to apply the bill’s man-
dates. Aside from creating the new
consumer regulator, it leaves the
U.S.’s patchwork regulatory frame-
work largely intact, and most of the
players will be familiar. That has
irked critics on the left and right
who say one of the bill’s key flaws is
that it relies on the judgment of offi-
cials rather than hard rules. Conser-
vatives worry regulators will throt-
tle the industry. Liberals worry they
will be co-opted by lobbyists.

“The same regulators who ig-
nored consumer advocates’ warnings
about predatory lending have veto
power over the consumer agency,”
said John Taylor, chief executive of
the National Community Reinvest-
ment Coalition. “That club of regula-
tors is very insular, and usually in
agreement.”

In a sign of the challenge, at a
congressional hearing Thursday to
approve her nomination as Fed vice
chairman, Janet Yellen said the Fed’s
regulatory approach was insufficient
for years.

“We failed completely to under-
stand the complexity of what the im-
pact of the national decline in hous-
ing prices would be in the financial
system,” said Ms. Yellen, currently
president of the Federal Reserve
Bank of San Francisco. “We saw a
number of different things and we
failed to connect the dots.”

Senate Banking Committee Chair-
man Christopher Dodd (D., Conn.), a
chief architect of the bill, said such
problems could be remedied by hir-

ing the right people. But he also ac-
knowledged the limits of the law to
ensure success. “I can’t legislate wis-
dom,” he said.

Regulators will have multiple
questions to answer. What kind of
trades can banks conduct and which
will be illegal? At what level should
regulators cap the fees that retailers
pay to banks to process debit-card
transactions? On which companies
will the Fed apply stricter regula-
tions? What will be the new stan-
dards for mortgages, credit cards
and ATM fees?

By next summer, regulators could
have answered many of these ques-
tions. The new consumer agency
should be established, with its own
staff and director. A new council of
regulators will be monitoring emerg-
ing risks to the economy. There will
be new rules on golden parachutes
for employees at public companies,
policies for ATM cards, the abolish-

ment of the Office of Thrift Supervi-
sion, new derivatives rules and
hedge-fund registration.

Banks’ outreach to regulators be-
gan in earnest months ago. French
bank BNP Paribas hosted a dinner
at Manhattan’s Le Bernardin at
which investors grilled a Federal Re-
serve Bank of New York official
about how the derivatives rules
would be applied.

Over striped-bass tartare, some
participants told Patricia Mosser,
the Fed official attending, that they
didn’t want much to change the cur-
rent model of derivatives trading.

Ms. Mosser said pushing more
derivatives onto exchanges, as the
law demands, would make the mar-
ket more transparent and safer, peo-
ple familiar with the matter said.
Still, it was clear the rules wouldn’t
be put in place overnight. The law
would take months, maybe years, to
implement, she told the group.

Sen. Harry Reid (D., Nev.), left, and Sen. Jon Tester (D., Mont.), center, Thursday.
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Lawmakers and the Obama
administration are expected
to soon pivot to a potentially
more contentious issue: the
future of Fannie Mae and
Freddie Mac.
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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 405.25 9.00 2.27% 705.00 343.25
Soybeans (cents/bu.) CBOT 988.00 26.00 2.70 1,555.00 809.75
Wheat (cents/bu.) CBOT 596.25 37.25 6.66 762.75 442.50
Live cattle (cents/lb.) CME 93.575 0.175 0.19 96.900 86.700
Cocoa ($/ton) ICE-US 3,144 -9 -0.29% 3,522 2,237
Coffee (cents/lb.) ICE-US 167.10 2.20 1.33 180.95 121.75
Sugar (cents/lb.) ICE-US 17.39 0.42 2.47 22.78 11.79
Cotton (cents/lb.) ICE-US 73.47 0.12 0.16 100.50 53.87
Crude palm oil (ringgit/ton) MDEX 2,439.00 58 2.44 2,725 1,665
Cocoa (pounds/ton) LIFFE 2,436 unch. unch. 2,465 1,579
Robusta coffee ($/ton) LIFFE 1,753 22 1.27 1,795 1,282

Copper (cents/lb.) COMEX 301.20 0.35 0.12 366.70 166.00
Gold ($/troy oz.) COMEX 1208.30 1.30 0.11 1,266.50 800.00
Silver (cents/troy oz.) COMEX 1836.20 7.20 0.39 1,986.50 1,338.00
Aluminum ($/ton) LME 2,010.50 -7.50 -0.37 2,481.50 1,657.00
Tin ($/ton) LME 18,050.00 25.00 0.14 19,175.00 12,950.00
Copper ($/ton) LME 6,678.00 -34.00 -0.51 7,970.00 5,230.00
Lead ($/ton) LME 1,820.00 -13.00 -0.71 2,615.00 1,580.00
Zinc ($/ton) LME 1,845.00 1.50 0.08 2,659.00 1,533.50
Nickel ($/ton) LME 19,350 -150 -0.77 27,590 15,875

Crude oil ($/bbl.) NYMEX 77.01 -0.44 -0.57 132.65 54.11
Heating oil ($/gal.) NYMEX 2.0183 -0.0178 -0.87 3.3990 1.4525
RBOB gasoline ($/gal.) NYMEX 2.0593 -0.0049 -0.24 2.4345 1.4265
Natural gas ($/mmBtu) NYMEX 4.592 0.273 6.32 10.810 4.140
Brent crude ($/bbl.) ICE-EU 76.09 -0.57 -0.74 108.50 59.80
Gas oil ($/ton) ICE-EU 637.50 -14.25 -2.19 760.25 572.00

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

Currencies London close on July 15
Per In

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

Argentina peso-a 5.0726 0.1971 3.9345 0.2542
Brazil real 2.2804 0.4385 1.7688 0.5654
Canada dollar 1.3426 0.7448 1.0414 0.9602

1-mo. forward 1.3430 0.7446 1.0417 0.9599
3-mos. forward 1.3441 0.7440 1.0426 0.9592
6-mos. forward 1.3465 0.7427 1.0444 0.9575

Chile peso 686.20 0.001457 532.25 0.001879
Colombia peso 2415.35 0.0004140 1873.45 0.0005338
Ecuador US dollar-f 1.2892 0.7756 1 1
Mexico peso-a 16.4356 0.0608 12.7482 0.0784
Peru sol 3.6370 0.2750 2.8210 0.3545
Uruguay peso-e 26.816 0.0373 20.800 0.0481
U.S. dollar 1.2892 0.7756 1 1
Venezuela bolivar 5.54 0.180607 4.29 0.232848

ASIA-PACIFIC
Australia dollar 1.4691 0.6807 1.1395 0.8776
China yuan 8.7386 0.1144 6.7781 0.1475
Hong Kong dollar 10.0146 0.0999 7.7678 0.1287
India rupee 59.9824 0.0167 46.5250 0.0215
Indonesia rupiah 11671 0.0000857 9053 0.0001105
Japan yen 112.75 0.008869 87.46 0.011434

1-mo. forward 112.71 0.008872 87.42 0.011438
3-mos. forward 112.61 0.008880 87.35 0.011449
6-mos. forward 112.43 0.008894 87.21 0.011467

Malaysia ringgit-c 4.1282 0.2422 3.2020 0.3123
New Zealand dollar 1.7868 0.5597 1.3859 0.7216
Pakistan rupee 110.360 0.0091 85.600 0.0117
Philippines peso 59.708 0.0167 46.313 0.0216
Singapore dollar 1.7727 0.5641 1.3750 0.7273
South Korea won 1551.93 0.0006444 1203.75 0.0008307
Taiwan dollar 41.411 0.02415 32.120 0.03113
Thailand baht 41.559 0.02406 32.235 0.03102

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

Euro zone euro 1 1 0.7756 1.2892
1-mo. forward 1.0001 0.9999 0.7757 1.2892
3-mos. forward 1.0001 0.9999 0.7757 1.2891
6-mos. forward 1.0003 0.9997 0.7759 1.2888

Czech Rep. koruna-b 25.401 0.0394 19.703 0.0508
Denmark krone 7.4504 0.1342 5.7789 0.1730
Hungary forint 279.61 0.003576 216.88 0.004611
Norway krone 7.9995 0.1250 6.2048 0.1612
Poland zloty 4.0758 0.2453 3.1614 0.3163
Russia ruble-d 39.222 0.02550 30.422 0.03287
Sweden krona 9.4416 0.1059 7.3234 0.1365
Switzerland franc 1.3435 0.7443 1.0421 0.9596

1-mo. forward 1.3430 0.7446 1.0417 0.9600
3-mos. forward 1.3419 0.7452 1.0408 0.9608
6-mos. forward 1.3399 0.7463 1.0393 0.9622

Turkey lira 1.9803 0.5050 1.5360 0.6510
U.K. pound 0.8387 1.1923 0.6505 1.5372

1-mo. forward 0.8388 1.1922 0.6506 1.5370
3-mos. forward 0.8390 1.1919 0.6508 1.5367
6-mos. forward 0.8393 1.1915 0.6510 1.5362

MIDDLE EAST/AFRICA
Bahrain dinar 0.4861 2.0574 0.3770 2.6525
Egypt pound-a 7.3441 0.1362 5.6965 0.1755
Israel shekel 4.9890 0.2004 3.8697 0.2584
Jordan dinar 0.9125 1.0959 0.7078 1.4129
Kuwait dinar 0.3727 2.6834 0.2891 3.4596
Lebanon pound 1935.81 0.0005166 1501.50 0.0006660
Saudi Arabia riyal 4.8353 0.2068 3.7505 0.2666
South Africa rand 9.7371 0.1027 7.5526 0.1324
United Arab dirham 4.7353 0.2112 3.6729 0.2723

SDR -f 0.8567 1.1673 0.6645 1.5049

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 600 252.97 -2.95 -1.15% -0.1% 20.5%

14 Stoxx Europe 50 2456.13 -30.21 -1.22 -4.8 14.3

27 Euro Zone Euro Stoxx 258.06 -3.06 -1.17 -6.1 13.5

14 Euro Stoxx 50 2702.81 -36.15 -1.32 -8.9 9.9

16 Austria ATX 2371.74 -20.66 -0.86 -5.0 11.6

8 Belgium Bel-20 2495.05 -27.07 -1.07 -0.7 19.7

11 Czech Republic PX 1174.9 0.1 0.01% 5.2 23.9

22 Denmark OMX Copenhagen 386.80 1.48 0.38 22.5 41.8

15 Finland OMX Helsinki 6493.41 -23.70 -0.36 0.6 19.4

15 France CAC-40 3581.82 -51.16 -1.41 -9.0 11.9

13 Germany DAX 6149.36 -60.40 -0.97 3.2 24.0

... Hungary BUX 22838.19 -71.20 -0.31 7.6 43.9

19 Ireland ISEQ 2891.03 -55.76 -1.89 -2.8 7.8

14 Italy FTSE MIB 20480.08 -324.29 -1.56 -11.9 6.5

19 Netherlands AEX 329.76 -5.27 -1.57 -1.7 25.2

9 Norway All-Shares 398.27 -5.31 -1.32 -5.2 21.0

17 Poland WIG 41298.45 65.53 0.16 3.3 30.2

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

13 Portugal PSI 20 7266.64 4.46 0.06 -14.1 1.3

... Russia RTSI 1403.33 -8.81 -0.62% -1.7 55.4

10 Spain IBEX 35 10160.2 -118.3 -1.15 -14.9 1.6

15 Sweden OMX Stockholm 327.54 -2.57 -0.78 9.4 29.7

15 Switzerland SMI 6291.07 -41.21 -0.65 -3.9 13.6

... Turkey ISE National 100 57689.93 -611.41 -1.05 9.2 51.2

11 U.K. FTSE 100 5211.29 -42.23 -0.80 -3.7 19.5

21 ASIA-PACIFIC DJ Asia-Pacific 120.67 -0.72 -0.59 -1.9 14.5

... Australia SPX/ASX 200 4442.55 -19.89 -0.45 -8.8 11.2

... China CBN 600 21777.10 -410.05 -1.85 -25.0 -21.5

15 Hong Kong Hang Seng 20255.62 -305.19 -1.48 -7.4 10.3

17 India Sensex 17909.46 -28.70 -0.16 2.5 25.7

... Japan Nikkei Stock Average 9685.53 -109.71 -1.12 -8.2 3.7

... Singapore Straits Times 2943.55 -9.26 -0.31 1.6 22.6

11 South Korea Kospi 1751.29 -6.72 -0.38 4.1 22.3

17 AMERICAS DJ Americas 290.52 -1.60 -0.55 -2.0 19.0

... Brazil Bovespa 63268.21 -211.25 -0.33 -7.8 21.3

16 Mexico IPC 32250.63 -55.08 -0.17 0.4 26.5

*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 1.1395 1.7517 1.0936 0.1556 0.0375 0.1837 0.0130 0.2945 1.4691 0.1972 1.0942 ...

Canada 1.0414 1.6008 0.9994 0.1422 0.0342 0.1678 0.0119 0.2691 1.3426 0.1802 ... 0.9139

Denmark 5.7789 8.8833 5.5457 0.7891 0.1900 0.9314 0.0661 1.4934 7.4504 ... 5.5492 5.0713

Euro 0.7756 1.1923 0.7443 0.1059 0.0255 0.1250 0.0089 0.2004 ... 0.1342 0.7448 0.6807

Israel 3.8697 5.9485 3.7135 0.5284 0.1272 0.6237 0.0442 ... 4.9890 0.6696 3.7159 3.3959

Japan 87.4550 134.4358 83.9259 11.9419 2.8747 14.0948 ... 22.5999 112.7514 15.1335 83.9783 76.7461

Norway 6.2048 9.5379 5.9544 0.8473 0.2040 ... 0.0709 1.6034 7.9995 1.0737 5.9581 5.4450

Russia 30.4222 46.7650 29.1946 4.1541 ... 4.9031 0.3479 7.8616 39.2218 5.2644 29.2128 26.6970

Sweden 7.3234 11.2575 7.0278 ... 0.2407 1.1803 0.0837 1.8925 9.4416 1.2673 7.0322 6.4266

Switzerland 1.0421 1.6018 ... 0.1423 0.0343 0.1679 0.0119 0.2693 1.3435 0.1803 1.0006 0.9145

U.K. 0.6505 ... 0.6243 0.0888 0.0214 0.1048 0.0074 0.1681 0.8387 0.1126 0.6247 0.5709

U.S. ... 1.5372 0.9596 0.1365 0.0329 0.1612 0.0114 0.2584 1.2892 0.1730 0.9602 0.8775

Source: Thomson Reuters via WSJ Market Data Group

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of July 15, 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* 285.97 -0.38% -4.5% 16.8%

2.70 16 World (Developed Markets) 1,113.08 -0.36 -4.7 15.5

2.50 16 World ex-EMU 132.99 -0.34 -2.7 17.2

2.50 16 World ex-UK 1,112.85 -0.37 -4.3 15.6

3.20 16 EAFE 1,451.46 -0.89 -8.2 11.0

2.20 14 Emerging Markets (EM) 961.51 -0.45 -2.8 26.3

3.60 14 EUROPE 88.73 -0.01 0.5 23.6

3.80 14 EMU 152.02 -0.53 -15.8 6.0

3.50 15 Europe ex-UK 95.94 0.08 -0.7 22.6

4.90 11 Europe Value 95.52 -0.06 -3.9 19.4

2.40 17 Europe Growth 79.90 0.05 4.9 27.6

2.40 19 Europe Small Cap 168.81 -0.12 7.4 34.5

2.30 8 EM Europe 300.22 -0.32 7.8 47.8

3.80 12 UK 1,556.93 -0.34 -3.2 23.2

2.90 18 Nordic Countries 155.44 0.43 14.1 38.3

2.00 8 Russia 715.63 -0.45 -4.1 30.8

2.40 20 South Africa 718.33 -0.13 1.6 19.8

2.70 16 AC ASIA PACIFIC EX-JAPAN 400.00 -1.37 -4.0 23.5

1.90 26 Japan 541.00 2.00 -4.8 -5.6

2.30 16 China 61.19 0.20 -5.6 11.0

1.00 19 India 724.13 -0.43 2.4 27.3

1.30 11 Korea 497.89 1.41 3.6 30.2

2.80 23 Taiwan 273.92 1.79 -7.4 16.8

2.00 17 US BROAD MARKET 1,223.77 0.05 -1.1 20.8

1.40 160 US Small Cap 1,727.77 0.32 3.4 30.3

2.60 14 EM LATIN AMERICA 3,870.99 0.67 -6.0 30.1

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

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

Dow Jones Indexes
Price-to-

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

2.35% 16 Global TSM 2228.12 -0.38% 15.9%

2.41 16 Global Dow 1327.70 -1.72% 20.0% 1818.00 -0.46 9.6

2.92 13 Global Titans 50 163.50 -1.54 17.7 157.42 -0.27 7.5

2.84 16 Europe TSM 2405.91 0.15 10.7

2.40 19 Developed Markets TSM 2155.77 -0.36 14.7

2.26 10 Emerging Markets TSM 4008.46 -0.53 28.0

3.25 24 Africa 50 836.00 -1.27 21.0 684.14 0.00 10.6

2.61 13 BRIC 50 457.30 -2.35 35.3 562.14 -1.09 23.6

3.68 17 GCC 40 530.60 -1.40 7.2 434.21 -0.13 -2.1

2.03 19 U.S. TSM 11231.49 -0.55 17.5

6.08 22 Kuwait Titans 30 -c 186.54 -0.02 -13.2

1.71 RusIndex Titans 10 -c 3241.50 -1.88 55.7 5269.48 -1.12 36.7

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 609.80 -1.86% 66.7% 693.40 -1.03% 52.9%

5.68 15 Global Select Div -d 171.10 -1.45 34.8 188.78 -0.18 23.1

5.96 10 Asia/Pacific Select Div -d 257.97 -0.63 16.9

4.43 14 U.S. Select Dividend -d 321.84 -0.15 23.0

2.09 18 Islamic Market 1877.41 -0.27 14.4

2.62 13 Islamic Market 100 1770.00 -1.43 18.2 1953.04 -0.16 8.0

3.48 12 Islamic Turkey -c 1518.50 -0.94 42.3 2964.60 -0.10 30.6

2.85 15 Sustainability 857.50 -1.54 23.1 933.42 -0.27 12.4

4.51 19 Brookfield Infrastructure 1634.60 -1.02 32.4 2009.31 0.25 20.9

1.39 22 Luxury 1001.00 -1.05 40.7 1094.16 0.22 28.5

3.15 10 UAE Select Index 221.68 0.75 -4.8

DJ-UBS Commodity 137.20 -0.33 18.8 128.48 0.95 8.5

*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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Scrushy seeks early out amid appeal
Richard Scrushy is seeking early

release from prison, but a huge civil
judgment means the former
HealthSouth Corp. chairman won’t
resume his lavish lifestyle any time
soon.

Lawyers for Mr. Scrushy filed a
motion for release Wednesday with
the 11th U.S. Circuit Court of Ap-
peals, asking that he be freed while
his 2006 bribery conviction is being
reviewed. The U.S. Supreme Court
ordered the Atlanta court to revisit
the conviction last month after it
curbed an “honest services” law
used to prosecute executives.

“He’s served sufficient time to
reduce any risk of flight, and we’re
hopeful now’s the time he should be
released,’’ said Art Leach, an attor-
ney for Mr. Scrushy, after filing the
motion.

While a ruling on the conviction
may take several months, the deci-
sion about whether Mr. Scrushy will
stay behind bars in the interim
could be handed down sooner. The
57-year-old former chief executive
has served roughly half his 82-
month sentence at a minimum-secu-
rity jail in Texas. He was convicted
of six charges—including bribery,
conspiracy and mail fraud—for con-
tributing $500,000 to a campaign
for a state lottery favored by former
Alabama Gov. Don Siegelman in ex-
change for a seat on a state regula-
tory panel.

The one-time symbol of the
mega-rich CEO faces one other legal

hurdle: a $2.88 billion civil judg-
ment on behalf of HealthSouth
shareholders after an Alabama judge
ruled last year that Mr. Scrushy
falsely inflated the rehabilitation
chain’s earnings.

Mr. Scrushy, whose net worth
was estimated to be as high as $300
million prior to his legal woes, is
also appealing the civil judgment.
Alabama’s highest court is weighing
the appeal, but oral arguments have
yet to begin and people familiar

with that case don’t expect a swift
ruling.

In the meantime, civil plaintiffs
have seized Mr. Scrushy’s roughly
17,000-square-foot mansion in Bir-
mingham, Ala., and they are offering
it to prospective buyers for $4.7
million. A similarly sized retreat on
Alabama’s Lake Martin, featuring 10
bedrooms, nine bathrooms and a
fireplace big enough to walk
through, has a $5 million sale price
after being seized from Mr. Scrushy.

Mr. Scrushy also owned a flashy
stable of cars, including a Rolls-
Royce, Lamborghini and several
Porsches and BMWs. Nineteen of the
cars, including a 1929 Cadillac, were
auctioned last autumn, netting
about $850,000 for plaintiffs.

Leslie Scrushy, Mr. Scrushy’s
wife, moved into a smaller house in
a Houston suburb last year along
with four children. But plaintiffs are
targeting that home, too. Ms.
Scrushy drives a Toyota Sienna, and

the children attend public school.
“I buy a whole lot more at Wal-

Mart and Target than before,” Ms.
Scrushy, 41, said in a telephone in-
terview, adding that she recently
started a new job to secure health
insurance.

Lawyers for plaintiffs in the civil
case estimate that Mr. Scrushy’s re-
maining assets most likely total tens
of millions of dollars, not hundreds
of millions of dollars. Still, they
hope to have an easier time tracking
down the assets if he leaves prison
early. “It might be a little bit more
expensive for him to live” outside of
jail, said John Haley, an attorney for
the civil plaintiffs. “Maybe he’ll
start moving some money, and we
can find out where it is.”

A Birmingham judge ruled that
Mr. Scrushy was in contempt of
court last year for failing to provide
information about his assets. Mr.
Scrushy’s attorneys say their client’s
ability to cooperate while he is in
prison is severely limited because
he has limited contact with the out-
side world.

Mr. Scrushy’s attorneys deny
that their client is hiding any assets
following his earlier payment of
about $70 million in civil claims.
They say Mr. Scrushy has spent tens
of millions of dollars in lawyer fees
and suffered investment losses over
the last several years.

Lawyers for shareholders are
also trying to trace $6.5 million that
they claim was fraudulently fun-
neled to third parties from Mr.
Scrushy’s charitable foundation.

BY MIKE ESTERL

A U.S. appeals court will review the conviction of former HealthSouth CEO Richard Scrushy, seen with his wife in 2006.
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Confusion abounds
as tax debate looms

WASHINGTON—President Barack
Obama wants to extend the Bush-era
tax cuts for the middle class only.
Many House Democrats want to ex-
tend them for that group, too, but
perhaps only for a year or two. Re-
publicans, and a handful of centrist
Democrats, are talking about ex-
tending all the tax cuts.

Such is the confused state of
play heading into one of the biggest
tax debates in a decade.

The crunch will come later this
year when Congress tackles the ros-
ter of tax cuts that expire Jan. 1. On
the list are taxes on income, divi-
dends and capital gains. Lawmakers
also have to deal with the estate tax,
which went to zero this year and is
set to leap to 55% next year unless
Congress acts.

The uncertainty has many busi-
nesspeople sitting on their hands,
because they don’t know what tax
rates will be next year, business
groups and economists say.

Lawmakers are negotiating a tax
bill but appear likely to wait until
after the November election to take
any final action that could anger
voters. Congress ultimately could
decide to extend current tax levels
for just a few months, leaving the
issue for the next Congress to settle.
Another option is a short-term ex-
tension of a year or two, avoiding
for now the huge cost to the Trea-
sury of a permanent extension. It’s
even possible Congress might fail to
take any action this year.

“Raising income taxes even on

people making $250,000 runs the
risk of dampening consumer de-
mand at a time when that is critical
to recovery,” Sen. Evan Bayh (D.,
Ind.) said. It might be appropriate
to raise some taxes once the econ-
omy is back on its feet, he said, “but
the economy is too weak right now.”

The George W. Bush-era provi-
sions established the current rela-
tively low tax rates on personal in-
come and on capital gains and stock
dividends, and also provided for the
current lapse in the estate tax. Pres-
ident Obama has been pushing to
keep the current rates for the mid-
dle class only, and to allow rates for
higher earners, defined as families
making more than $250,000, to rise.
That would include a new 39.6% top
income-tax rate, up from 35% now,
as well as a 20% top tax rate for div-
idends and capital gains, up from
15%. Many congressional Democrats
want to go further, and allow divi-
dend rates for high earners to rise
to 39.6%.

Mr. Obama and his advisers have
been busy this week seeking support
among businesspeople, but business
groups warn that higher income-tax
rates for higher earners could affect
hundreds of thousands of small
businesses, whose owners often file
their proceeds as personal income.

White House spokesman Robert
Gibbs acknowledged concerns about
investment but noted that company
profits had rebounded over the last
two years. “I don’t think what
they’re saying squares with what’s
going on in the business world in
this country right now,” he said.

BY JOHN MCKINNON

U.S. NEWS
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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 1.14 99.36% 0.01% 1.42 0.75 1.08

Eur. High Volatility: 13/1 1.72 96.74 0.01 2.16 1.11 1.57

Europe Crossover: 13/2 5.19 99.23 0.05 5.88 5.12 5.51

Asia ex-Japan IG: 13/1 1.21 99.06 0.01 1.72 0.87 1.20

Japan: 13/1 1.22 98.94 0.01 1.76 0.85 1.23

Note: Data as of July 14

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

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

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

Nomura $380 19.9% 70% 15% 16% ...

Mizuho 333 17.4 53 21 14 12%

Sumitomo Mitsui Financial Group 251 13.2 69 11 6 14

Mitsubishi UFJ Financial Group 147 7.7 37 23 17 23

Daiwa Capital Markets 146 7.6 58 26 16 ...

Goldman Sachs 144 7.6 73 3 24 ...

Citi 115 6.0 61 5 32 2

Bank of America Merrill Lynch 78 4.1 52 12 34 2

Morgan Stanley 43 2.3 22 28 51 ...

Source: Dealogic

Tracking
credit
markets �
dealmakers

Dow Jones Industrial Average P/E: 15
LAST: 10359.31 t 7.41, or 0.07%

YEAR TO DATE: t 68.74, or 0.7%

OVER 52 WEEKS s 1,647.49, or 18.9%

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

Previous
close, in STOCK PERFORMANCE

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

GlaxoSmithKline U.K. Pharmaceuticals 17,351,451 1,203 1.82% -8.8% 7.4%

Nokia Finland Telecommunications Equipment 29,026,175 6.83 1.41 -23.4 -27.9

Deutsche Telekom Germany Mobile Telecommunications 26,223,363 10.18 0.99 -1.1 24.0

Roche Holding Switzerland Pharmaceuticals 2,286,208 150.80 0.40 -14.2 0.5

BP PLC U.K. Integrated Oil & Gas 52,938,238 401.75 0.19 -33.0 -18.3

Barclays U.K. Banks 49,833,849 300.35 -4.21% 8.8 -4.6

BNP Paribas France Banks 6,152,237 48.71 -4.01 -12.9 1.9

Rio Tinto U.K. General Mining 5,816,012 3,031 -3.32 -10.6 45.7

ING Groep Netherlands Life Insurance 24,389,041 6.80 -3.22 -1.5 15.0

ArcelorMittal France Iron & Steel 9,209,276 23.02 -3.22 -28.5 -4.6

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

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

British American Tobacco 3,196,999 2,270 0.13% 12.5% 28.5%
U.K. (Tobacco)
Nestle S.A. 5,437,413 53.40 0.09 6.4 25.2
Switzerland (Food Products)
L.M. Ericsson Telephone Series B 7,399,027 86.25 ... 30.9 13.6
Sweden (Communications Technology)
HSBC Holdings 38,153,949 637.50 -0.34 -10.1 18.8
U.K. (Banks)
Tesco 16,446,257 402.25 -0.37 -6.0 9.5
U.K. (Food Retailers & Wholesalers)
Vodafone Group 52,785,309 145.35 -0.51 1.1 26.4
U.K. (Mobile Telecommunications)
Diageo 2,710,966 1,112 -0.54 2.6 26.4
U.K. (Distillers & Vintners)
Daimler AG 5,048,762 43.28 -0.62 16.2 52.5
Germany (Automobiles)
Telefonica 27,839,826 16.42 -0.64 -15.9 0.5
Spain (Fixed Line Telecommunications)
Total S.A. 6,865,381 38.77 -0.65 -13.9 1.9
France (Integrated Oil & Gas)
RWE AG 1,780,702 54.69 -0.67 -19.5 -2.7
Germany (Multiutilities)
Bayer AG 3,399,601 46.86 -0.70 -16.3 25.4
Germany (Specialty Chemicals)
France Telecom 8,254,346 15.02 -0.73 -13.8 -7.3
France (Fixed Line Telecommunications)
E.ON AG 6,764,966 22.90 -0.74 -21.7 -4.9
Germany (Multiutilities)
Sanofi-Aventis 3,177,135 48.71 -0.79 -11.5 11.1
France (Pharmaceuticals)
Iberdrola 34,660,762 5.20 -0.82 -22.1 -7.7
Spain (Conventional Electricity)
Astrazeneca 3,468,239 3,240 -0.95 11.3 17.3
U.K. (Pharmaceuticals)
SAP AG 5,307,872 37.50 -0.95 13.6 25.5
Germany (Software)
Allianz SE 2,117,648 86.30 -0.98 -1.0 25.3
Germany (Full Line Insurance)
GDF Suez 3,516,155 25.33 -0.98 -16.4 -0.2
France (Multiutilities)

Latest,
in local STOCK PERFORMANCE

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

Unilever 6,260,003 23.29 -1.00% 2.4% 28.0%
Netherlands (Food Products)
Novartis 12,706,755 53.20 -1.02 -5.8 18.1
Switzerland (Pharmaceuticals)
BASF SE 3,295,419 45.87 -1.06 5.5 45.6
Germany (Commodity Chemicals)
ABB Ltd. 6,825,707 19.48 -1.12 0.3 17.9
Switzerland (Industrial Machinery)
BG Group 4,849,373 1,070 -1.16 -4.7 4.0
U.K. (Integrated Oil & Gas)
BHP Billiton 10,807,384 1,825 -1.16 -8.5 27.1
U.K. (General Mining)
UBS 13,619,657 15.37 -1.28 -4.2 8.3
Switzerland (Banks)
ENI 11,953,371 15.65 -1.32 -12.1 -7.3
Italy (Integrated Oil & Gas)
Royal Dutch Shell A 6,477,993 21.51 -1.47 1.9 21.3
U.K. (Integrated Oil & Gas)
Siemens 3,046,212 75.08 -1.56 16.9 47.4
Germany (Diversified Industrials)
Assicurazioni Generali 6,180,349 15.27 -1.80 -18.9 4.1
Italy (Full Line Insurance)
UniCredit 301,881,043 2.03 -1.94 -9.5 14.8
Italy (Banks)
Societe Generale 4,637,507 37.84 -2.07 -22.7 -5.1
France (Banks)
Anglo American 3,972,344 2,366 -2.09 -12.7 34.5
U.K. (General Mining)
Banco Bilbao Vizcaya Argentaria 32,630,131 9.57 -2.14 -24.8 -1.4
Spain (Banks)
Banco Santander 58,009,234 9.87 -2.45 -14.6 10.4
Spain (Banks)
Deutsche Bank 5,148,443 49.17 -2.53 -0.5 2.5
Germany (Banks)
Credit Suisse Group 8,011,274 44.24 -2.60 -13.6 -12.9
Switzerland (Banks)
Intesa Sanpaolo 81,584,309 2.40 -2.63 -23.7 0.8
Italy (Banks)
AXA 5,699,085 13.37 -2.84 -19.2 3.1
France (Full Line Insurance)

Sources: Thomson Reuters

DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 25.4 $25.00 0.04 0.17%
Alcoa AA 22.4 10.83 –0.08 –0.73
AmExpress AXP 9.3 43.44 –0.26 –0.59
BankAm BAC 170.4 15.38 –0.29 –1.85
Boeing BA 7.8 64.39 –0.36 –0.56
Caterpillar CAT 7.7 66.46 –0.24 –0.36
Chevron CVX 9.7 72.96 –0.09 –0.12
CiscoSys CSCO 51.3 23.92 0.18 0.76
CocaCola KO 6.9 52.83 0.01 0.02
Disney DIS 10.0 34.02 –0.22 –0.64
DuPont DD 5.2 37.15 0.06 0.16
ExxonMobil XOM 21.9 59.25 –0.01 –0.02
GenElec GE 76.3 15.23 0.03 0.20
HewlettPk HPQ 11.2 47.39 0.05 0.11
HomeDpt HD 12.9 28.34 0.06 0.21
Intel INTC 117.7 21.51 0.15 0.70
IBM IBM 5.8 130.61 –0.11 –0.08
JPMorgChas JPM 80.2 40.45 0.10 0.25
JohnsJohns JNJ 11.8 60.24 –0.38 –0.63
KftFoods KFT 5.9 29.32 ... ...
McDonalds MCD 5.1 71.37 0.47 0.66
Merck MRK 10.0 36.46 0.26 0.72
Microsoft MSFT 56.3 25.51 0.07 0.28
Pfizer PFE 41.2 14.86 0.02 0.13
ProctGamb PG 9.5 62.69 0.03 0.05
3M MMM 4.4 83.01 –0.04 –0.05
TravelersCos TRV 6.7 50.30 –1.09 –2.12
UnitedTech UTX 4.0 68.13 0.12 0.18
Verizon VZ 16.3 26.76 –0.08 –0.30

WalMart WMT 11.6 50.41 0.06 0.12

Source: WSJ Market Data Group

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

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

Yesterday Yesterday Five-day 28-day

NXP 926 –43 –221 –225

Caja de Ahorros del
Mediterraneo 626 –42 –91 –51

Tui Ag 736 –38 –85 –144

M Real 578 –13 –58 –98

Grohe Hldg 890 –12 –58 –54

Societe Air France 432 –12 –45 –75

Stena Aktiebolag 415 –11 –51 –75

Corus Group 411 –10 –28 –55

Fiat 418 –9 –56 –63

Anglo Irish Bk 559 –9 –8 74

And the most deterioration
CHANGE, in basis points

Yesterday Yesterday Five-day 28-day

Portugal Telecom Intl Fin 193 7 5 17

Portugal Telecom 194 7 6 18

Hellenic Rep 810 7 –88 –37

Bco Comercial Portugues 363 9 –19 –74

Intelsat 648 9 –54 –57

Rep Irlnd 241 12 –13 –18

Kdom Spain 221 13 –26 –37

Sol Melia 726 13 –19 –46

Anglo Amern 180 16 15 19

BP 359 38 –77 –255

Source: Markit Group

BLUE CHIPS � BONDS
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Fed nominees vow to keep
closer watch on industry

WASHINGTON—The Obama ad-
ministration’s nominees to the Fed-
eral Reserve Board said the central
bank fell short of its responsibilities
before the financial crisis and
vowed to monitor the financial sys-
tem more aggressively using new
powers the Fed is gaining in a finan-
cial-rules overhaul.

“One thing we’ve learned from
this crisis is there is a need for all
of us in regulation to act in a timely
way to take away the punch bowl”
and put more stringent require-
ments on financial institutions, said
Janet Yellen, the nominee for Fed
vice chairman who has served as
president of the Federal Reserve
Bank of San Francisco since 2004.

Ms. Yellen appeared Thursday at
a confirmation hearing before the
Senate Banking Committee along-
side two other nominees to become
Fed governors, Massachusetts Insti-
tute of Technology economist Peter
Diamond and Maryland financial
regulator Sarah Bloom Raskin. The
trio reflected the Obama adminis-
tration’s impetus to take a tougher
stand against emerging risks across
the economy.

Ms. Raskin said the Fed “has
been subject to substantial and I be-
lieve justified criticism” for failures
in regulation and monetary policy
ahead of the crisis. The central bank
didn’t put enough focus on banks
building up capital in good times.
And as lax mortgage practices

fueled the housing sector, she said,
“I think the extent of the housing
bubble that was developing was not
appropriately monitored or taken
seriously.”

The vast number of new financial
instruments created in recent de-
cades “has done a great deal of
good but in crisis has done a great
deal of harm,” Mr. Diamond said. “A
big part of that problem was not
just the regulators, but also the fi-
nancial institutions themselves
didn’t understand the risks they
were taking on and the risks associ-
ated with the interconnections of
the different financial institutions.”

If confirmed to the seven-mem-
ber Fed board, the incoming Fed of-
ficials would likely shift the balance
of power at the Fed toward policy-
makers who worry more that the
economy isn’t expanding quickly
enough—a growing concern in
Washington—rather than the risk of
emerging inflation.

Senate Banking Committee
Chairman Christopher Dodd (D.,
Conn.), noted that recent weak eco-
nomic data “suggest that we are
moving toward price deflation.... It
is evident that the economy is going
to need all the help the Fed can pro-
vide over the coming year,” he said.

Ms. Yellen and Ms. Raskin both
acknowledged the importance of
stable prices—half the Fed’s man-
date—but they stressed the impor-
tance of boosting the economy.

“Over the next few years, the Fed
must craft policies that ensure that

our economy accelerates its prog-
ress along the recovery path it has
begun to trace,” Ms. Yellen said.
“With unemployment still painfully
high, job creation must be a high
priority of monetary policy.”

While the Fed achieved price sta-
bility for a generation, Ms. Raskin
said, “it is only a partial victory
when many American households
continue to face the perils of unem-
ployment and many small busi-
nesses struggle with weakened con-
sumer demand and reduced access
to credit.”

In a hearing that came just be-
fore a key vote on a financial-regu-
lation bill that strengthens the Fed’s
powers, lawmakers sought—and re-
peatedly received—acknowledg-
ments of the Fed’s failures ahead of
the crisis.

Ms. Yellen admitted that the
Fed’s regulatory approach was in-
sufficient for years. She described
regulators’ guidance about real-es-
tate risks as “weak.” And even
though she warned publicly about
some risk of a housing bubble as
early as 2005, Ms. Yellen said, she
and other officials should have fo-
cused more on faulty mortgage
practices and the broader risks they
created for the financial system.

“We failed completely to under-
stand the complexity of what the
impact of the national decline in
housing prices would be in the fi-
nancial system,” she said. “We saw
a number of different things and we
failed to connect the dots.”

BY SUDEEP REDDY

Fed board nominees—from left, Janet Yellen, Peter Diamond and Sarah Bloom Raskin—at a Senate hearing Thursday.

Jobless claims fall; output weakens
The number of people filing for

unemployment insurance fell last
week, but weak industrial output
and a drop in wholesale prices point
to a slowing in economic recovery.

Initial claims for jobless benefits
fell a seasonally adjusted 29,000 to
429,000 in the week ended July 10,
the Labor Department said Thurs-
day. Jobless claims are an early in-

dicator of the labor market’s direc-
tion, so a drop would be welcome
news for an economy on the mend.
Several economists downplayed the
decline, noting it likely arose in part
because some manufacturers chose
to skip their normal summer shut-
downs as they rebuild inventories.

The number of workers applying
for continuing claims—those made
by people who have been out of
work for more than one week—in-

creased 247,000 to 4,681,000 in the
week ended July 3.

Separately, the Federal Reserve
said industrial production inched up
0.1% in June. The gain reflected a
2.7% increase in utility output
brought on by hot weather, which
offset a 0.4% decrease in manufac-
turing. The report also showed fac-
tories, mines and utilities used just
over 74% of their capacity in June, a
low number by historical standards.

BY CONOR DOUGHERTY

U.S. NEWS

Bloomberg News

Campaign
tactics can be
complex, full of
computerized
voting analyses,
24/7

communications strategies and
elaborate get-out-the vote
schemes.

Campaign strategies, by
contrast, are often very simple.

And so it is with this year’s
congressional campaign
strategies, which boil down to
this: Republicans want
November’s election to be a
referendum, while Democrats
want it to be a choice.

More precisely, Republicans
want the vote to be a referendum
on Democrats and their economic
record. Democrats want it to be a
choice between them and the still-
not-popular Republican Party.
Those calculations explain much
of the maneuvering seen in the
American political world right
now.

Both strategies make sense
given the jaundiced state of public
opinion. For their part,
Republicans know that the
Democrats’ leader, President
Barack Obama, hasn’t merely
declined in popularity. He has
faltered most noticeably among
groups on which Republicans
should be able to capitalize—if the
GOP can ensure that the focus
remains on Mr. Obama and his
Democrats.

A review of the president’s job-
approval ratings in the Wall Street
Journal/NBC News poll illustrates
the opening. Mr. Obama’s decline
since early 2009 has been
particularly steep among
independent voters (approval
down to 37% from 58%), small-
town and rural residents (31%
from 51%), suburban women (44%
from 63%) and baby-boomer men
(44% from 66%).

Those are groups with which
Republicans had been doing well
before losing ground in 2006 and
2008. Logically, the party should
be able to do well again—provided
those groups are focused on their
current disenchantment with
Democrats, rather than the
disenchantment with the GOP that
drove them away from the party a
few years ago.

Republicans have seen this
movie before, so they know how it
can end. In 1982, it was a new
GOP president, Ronald Reagan,
who was enduring the aftermath
of a deep recession, double-digit
unemployment and rising deficits,
amid charges he had implemented
radical economic policies that
weren’t working.

Mr. Reagan and his party
became the focus of the 1982 mid-
term elections—and lost 26 House
seats.

Now, Republicans want to turn
the tables. That’s why, despite
periodic talk of pushing their own
policy proposals, Republicans
expend far more energy pounding
away on high unemployment and
deficits under Democratic rule,
and doubts about the Democrats’
health-care initiative.

It’s why the GOP House
campaign committee this month
sent similar news releases to the
home turf of more than 100
vulnerable House Democrats,
blasting them for failing to pass a
budget to deal with the deficit
and asking, “Where are the jobs?”
Republicans don’t want to distract
from Democrats’ problems by
inserting themselves into the
picture.

Democrats, by contrast, want
Republicans in the picture.
Democrats know that, whatever
their party’s problems, voters are
hardly swooning over Republicans.

In the most recent
Journal/NBC News survey, in fact,
just 30% of respondents said say
they have a positive view of the
GOP. That actually puts
Republicans below Democrats
(35%) and well below Mr. Obama
(47%).

It’s particularly important for
Democrats to remind independent
and swing voters that they don’t
love Republicans very much.
Democratic strategists think they
are in much better shape if they
can cast each House race not as a
national referendum on their
party, but a choice between a
specific, local Democratic
candidate—one presumably well-
known and better liked than the
national party—and an actual
Republican opponent.

The strategy worked in a
recent special election to fill a
vacant U.S. House of
Representatives seat in
Pennsylvania.

At the same time, Democrats
need to remind their own core
voters that they don’t like the
Republican alternative, because
many base Democrats are mired in
apathy.

For example, voters who cast
ballots for GOP presidential
contender John McCain in 2008
actually say are they are more
interested in this year’s election
than they were in that race. More
than seven in 10 McCain backers
say they are highly interested in
this year’s contests, up from 67%
two years ago.

Obama backers, by contrast,
are far less interested this time
around. In 2008, 82% of Obama
voters said they were very
interested in the election. Now
just 44% say that they’re
interested—a staggering 38-point
drop.

That’s why you see Democrats
trying to remind their own voters
the Republicans are out there. At
a Democratic rally in Missouri last
week, for example, Mr. Obama
said of the Republicans: “They
spent nearly a decade driving the
economy into the ditch, and now
they’re asking for the car keys
back.”

Party spokesmen tirelessly
remind voters that, if Republicans
take over, the House Energy
Committee would be run by Rep.
Joe Barton, who famously
apologized to BP PLC because it
was compelled to set up a $20
billion contingency fund to pay
claims from the Gulf of Mexico oil
spill.

Democrats this year need a foil
such as Mr. Barton; Republicans
are trying hard to avoid playing
that role.

[ Capital Journal]

BY GERALD F. SEIB

For election, parties pursue
strikingly simple strategies
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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 07/14 GBP 7.87 -4.5 20.8 0.3
Andfs. Borsa Global GL EQ AND 07/14 EUR 6.13 -5.7 13.9 -11.5
Andfs. Emergents GL EQ AND 07/14 USD 16.08 -7.3 25.0 -6.3
Andfs. Espanya EU EQ AND 07/14 EUR 11.91 -14.4 6.9 -6.4
Andfs. Estats Units US EQ AND 07/14 USD 14.15 -5.8 15.1 -8.7
Andfs. Europa EU EQ AND 07/14 EUR 7.21 -8.0 13.2 -7.8
Andfs. Franca EU EQ AND 07/14 EUR 8.93 -8.3 14.3 -7.9
Andfs. Japo JP EQ AND 07/14 JPY 481.48 -5.8 5.7 -13.9
Andfs. Plus Dollars US BA AND 07/14 USD 9.31 -1.4 9.2 -3.8
Andfs. RF Dolars US BD AND 07/14 USD 11.69 2.2 9.4 1.6
Andfs. RF Euros EU BD AND 07/14 EUR 10.93 1.0 8.2 1.8
Andorfons EU BD AND 07/14 EUR 14.60 0.7 9.6 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 07/14 EUR 9.45 -1.1 12.1 -5.0
Andorfons Mix 60 EU BA AND 07/14 EUR 8.94 -3.6 12.5 -10.4

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 07/09 USD 321608.59 17.2 66.5 19.5

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 07/15 EUR 8.91 0.9 0.0 -3.1
DJE-Absolut P GL EQ LUX 07/15 EUR 206.65 1.0 18.0 -4.0
DJE-Alpha Glbl P EU BA LUX 07/15 EUR 173.45 -2.3 12.4 -3.8
DJE-Div& Substanz P EU EQ LUX 07/15 EUR 221.43 2.9 22.9 1.3
DJE-Gold&Resourc P OT EQ LUX 07/15 EUR 190.22 12.1 44.0 0.1
DJE-Renten Glbl P EU BD LUX 07/15 EUR 135.83 4.0 8.6 6.4
LuxPro-Dragon I AS EQ LUX 07/15 EUR 144.74 -8.3 13.6 7.0
LuxPro-Dragon P AS EQ LUX 07/15 EUR 140.47 -8.6 13.0 6.4
LuxTopic-Aktien Europa EU EQ LUX 07/15 EUR 17.05 -3.9 11.9 4.3
LuxTopic-Pacific AS EQ LUX 07/15 EUR 18.12 10.8 38.7 2.5

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 07/14 EUR 21.10 -13.3 -9.5 -34.9
MP-TURKEY.SI OT OT SVN 07/14 EUR 41.66 20.0 61.2 14.5

n PAREX ASSET MANAGEMENT IPAS
Republikas square 2a, Riga, LV-1522, Latvia
www.parexgroup.com Tel: +371 67010810
Parex Eastern Europ Bal OT OT LVA 07/14 EUR 14.54 8.8 25.6 2.3
Parex Eastern Europ Bd EU BD LVA 07/14 USD 16.38 11.9 31.1 7.5
Parex Russian Eq EE EQ LVA 07/14 USD 20.37 4.4 52.4 -17.7

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
Pictet-Agriculture-P EUR GL EQ LUX 07/13 EUR 127.16 4.9 40.8 NS
Pictet-Asian Eq ExJpn-I USD AS EQ LUX 07/14 USD 166.74 -4.9 22.9 -4.7
Pictet-Asian Eq ExJpn-P USD AS EQ LUX 07/14 USD 157.97 -5.3 21.9 -5.5
Pictet-Biotech-P USD OT EQ LUX 07/13 USD 250.70 -11.4 -5.2 -15.4
Pictet-CHF Liquidity-P CH MM LUX 07/13 CHF 124.12 -0.1 0.0 0.3
Pictet-CHF Liquidity-P dy CH MM LUX 07/13 CHF 93.33 -0.1 0.0 0.3

Pictet-Conv. Bonds-P EUR EU BD LUX 07/13 EUR 100.06 NS NS NS
Pictet-Digital Comm-P USD OT EQ LUX 07/13 USD 118.96 1.8 27.2 5.3
Pictet-Eastern Europe-P EUR EU EQ LUX 07/13 EUR 354.07 12.6 82.2 -3.6
Pictet-Emerging Markets-P USD GL EQ LUX 07/14 USD 505.56 -5.2 28.8 -8.7
Pictet-Eu Equities Sel-P EUR EU EQ LUX 07/13 EUR 418.01 2.5 28.6 -2.9
Pictet-EUR Bonds-P EU BD LUX 07/13 EUR 398.35 3.6 6.0 5.8
Pictet-EUR Bonds-Pdy EU BD LUX 07/13 EUR 292.11 3.6 6.0 5.7
Pictet-EUR Corporate Bonds-P EU BD LUX 07/13 EUR 151.82 2.7 10.2 8.6
Pictet-EUR Corporate Bonds-Pdy EU BD LUX 07/13 EUR 102.92 2.7 10.2 8.6
Pictet-EUR High Yield-P EU BD LUX 07/13 EUR 153.68 5.1 30.3 8.2
Pictet-EUR High Yield-Pdy EU BD LUX 07/13 EUR 84.23 5.1 30.3 8.2
Pictet-EUR Liquidity-P EU MM LUX 07/13 EUR 136.08 0.1 0.3 1.3
Pictet-EUR Liquidity-Pdy EU MM LUX 07/13 EUR 96.75 0.1 0.3 1.3
Pictet-EUR Sovereign Liq-P EU MM LUX 07/13 EUR 102.41 0.0 0.0 1.1
Pictet-EUR Sovereign Liq-Pdy EU MM LUX 07/13 EUR 99.93 0.0 0.0 1.1
Pictet-Europe Index-P EUR EU EQ LUX 07/13 EUR 104.01 3.0 30.3 0.1
Pictet-European Sust Eq-P EUR EU EQ LUX 07/13 EUR 138.25 3.9 31.8 0.5
Pictet-Glo Emerging Debt-P USD GL BD LUX 07/13 USD 255.90 5.2 17.2 13.4
Pictet-Glo Emerging Debt-Pdy USD GL BD LUX 07/13 USD 166.19 5.2 17.1 13.4
Pictet-Greater China-P USD AS EQ LUX 07/14 USD 327.45 -6.8 14.4 -0.5
Pictet-Indian Equities-P USD EA EQ LUX 07/14 USD 373.52 3.6 38.9 10.7
Pictet-Japan Index-P JPY JP EQ LUX 07/14 JPY 8515.07 -4.1 2.3 -17.0
Pictet-Japanese Eq 130/30-P JPY JP EQ LUX 07/14 JPY 4309.28 -2.4 4.6 -15.2
Pictet-Japanese Eq Sel-I JPY JP EQ LUX 07/14 JPY 7422.15 -4.2 1.7 -19.8
Pictet-Japanese Eq Sel-P JPY JP EQ LUX 07/14 JPY 7174.47 -4.5 1.0 -20.3
Pictet-MENA-P USD OT OT LUX 07/13 USD 46.22 3.1 NS NS
Pictet-Pac (ExJpn) Idx-P USD AS EQ LUX 07/14 USD 257.16 -5.8 30.6 -2.4
Pictet-Piclife-P CHF CH BA LUX 07/13 CHF 784.65 -0.8 9.6 1.2
Pictet-Premium Brands-P EUR OT EQ LUX 07/13 EUR 76.76 17.5 57.4 17.6
Pictet-Russian Equities-P USD EE EQ LUX 07/13 USD 63.87 -0.9 80.5 -16.3
Pictet-Security-P USD GL EQ LUX 07/13 USD 102.93 3.4 26.6 5.7
Pictet-Small Cap Europe-P EUR EU EQ LUX 07/13 EUR 486.81 7.5 33.6 -0.9
Pictet-Timber-P USD GL EQ LUX 07/13 USD 103.38 -3.0 39.1 NS
Pictet-USA Index-P USD US EQ LUX 07/13 USD 89.50 -1.3 22.8 -4.7
Pictet-USD Government Bonds-P US BD LUX 07/13 USD 533.27 5.0 4.5 5.4
Pictet-USD Government Bonds-Pdy US BD LUX 07/13 USD 381.30 5.0 4.5 5.4
Pictet-USD Liquidity-P US MM LUX 07/13 USD 131.04 0.0 0.1 0.8
Pictet-USD Liquidity-Pdy US MM LUX 07/13 USD 84.85 0.0 0.1 0.8
Pictet-USD Sovereign Liq-P US MM LUX 07/13 USD 101.58 0.0 0.0 0.7
Pictet-USD Sovereign Liq-Pdy US MM LUX 07/13 USD 100.07 0.0 0.0 0.7
Pictet-Water-P EUR GL EQ LUX 07/13 EUR 136.13 9.8 28.5 4.7
Pictet-World Gvt Bonds-P USD EU BD LUX 07/14 USD 166.15 0.7 2.9 3.5
Pictet-World Gvt Bonds-Pdy USD EU BD LUX 07/14 USD 134.74 0.7 2.9 3.5

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 07/14 USD 14.14 5.1 34.3 9.2
Japan Fund USD JP EQ IRL 07/14 USD 16.42 3.3 6.8 3.5
Polar Healthcare Class I USD OT EQ IRL 07/13 USD 12.11 -6.3 14.7 NS
Polar Healthcare Class R USD OT EQ IRL 07/13 USD 12.05 -6.7 14.0 NS

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

n PT CIPTADANA ASSET MANAGEMENT
Tel: +6221 25574 883 Fax: +6221 25574 893 Website: www.ciptadana-asset.com
Indonesian Grth Fund GL EQ BMU 07/07 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 07/14 EUR 676.13 -4.4 21.9 -4.6
CORE EUROZONE EQ B EU EQ IRL 07/14 EUR 810.38 -2.6 22.3 -3.6
EURO FIXED INCOME A EU BD IRL 07/14 EUR 1316.81 5.8 12.9 4.6
EURO FIXED INCOME B EU BD IRL 07/14 EUR 1410.57 6.1 13.6 5.2
EUROPEAN SMALL CAP A EU EQ IRL 07/14 EUR 1289.42 7.4 35.6 -1.5
EUROPEAN SMALL CAP B EU EQ IRL 07/14 EUR 1385.62 7.7 36.4 -0.9
EUROZONE AGG A EUR EU EQ IRL 07/14 EUR 676.04 3.1 30.8 -1.7
EUROZONE AGG B EUR EU EQ IRL 07/14 EUR 974.66 3.4 31.5 -1.2
GLB REAL EST SEC A OT EQ IRL 07/14 USD 898.09 0.2 33.7 -8.4
GLB REAL EST SEC B OT EQ IRL 07/14 USD 928.87 0.5 34.6 -7.9
GLB REAL EST SEC EH A OT EQ IRL 07/14 EUR 808.70 0.5 31.1 -8.3
GLB REAL EST SEC SH B OT EQ IRL 07/14 GBP 76.43 0.9 32.3 -8.4
GLB STRAT YIELD A EU BD IRL 07/14 EUR 1703.44 6.0 26.2 8.3
GLB STRAT YIELD B EU BD IRL 07/14 EUR 1828.60 6.3 27.0 9.0
GLOBAL BOND A EU BD IRL 07/14 EUR 1284.22 16.2 22.8 16.6
GLOBAL BOND B EU BD IRL 07/14 EUR 1372.08 16.6 23.6 17.3
GLOBAL BOND EH A GL BD IRL 07/14 EUR 1472.64 7.1 14.8 7.8
GLOBAL BOND EH B GL BD IRL 07/14 EUR 1568.11 7.4 15.5 8.5
JAPAN EQUITY A JP EQ IRL 07/14 JPY 11066.53 -4.9 0.1 -16.5
JAPAN EQUITY B JP EQ IRL 07/14 JPY 11833.16 -4.6 0.7 -16.0
PAC BASIN (X JPN) A AS EQ IRL 07/14 USD 2214.22 -3.2 30.3 2.4
PAC BASIN (X JPN) B AS EQ IRL 07/14 USD 2370.67 -2.8 31.1 3.1
PAN EUROPEAN EQUITY A EU EQ IRL 07/14 EUR 993.97 3.3 30.8 -1.4
PAN EUROPEAN EQUITY B EU EQ IRL 07/14 EUR 1062.84 3.6 31.6 -0.8
US EQUITY A US EQ IRL 07/14 USD 852.89 -2.3 21.6 -6.2
US EQUITY B US EQ IRL 07/14 USD 916.07 -1.9 22.3 -5.6
US SMALL CAP EQUITY A US EQ IRL 07/14 USD 1324.64 2.8 28.9 -4.4
US SMALL CAP EQUITY B US EQ IRL 07/14 USD 1423.67 3.1 29.7 -3.8

n SEB ASSET MANAGEMENT S.A.
www.seb.se

n SEB Fund 1
Asset Sele C EUR OT OT LUX 07/14 EUR 13.54 -2.4 0.6 6.5

Asset Sele C H-CHF OT OT LUX 07/14 CHF 93.77 -2.5 0.3 NS
Asset Sele C H-GBP OT OT LUX 07/14 GBP 95.33 -2.2 1.2 NS
Asset Sele C H-JPY OT OT LUX 07/14 JPY 9455.32 -2.2 0.8 NS
Asset Sele C H-NOK OT OT LUX 07/14 NOK 109.36 -1.7 1.5 NS
Asset Sele C H-SEK OT OT LUX 07/14 SEK 135.63 -2.5 0.4 6.8
Asset Sele C H-USD OT OT LUX 07/14 USD 95.07 -2.3 0.9 NS
Asset Sele CG-EUR OT OT LUX 07/14 GBP 96.87 -2.1 NS NS
Asset Sele D H-SEK OT OT LUX 07/14 SEK 125.10 -2.5 0.5 NS
Choice Global Value -C- GL EQ LUX 07/14 SEK 73.53 -4.6 15.0 -8.8
Choice Global Value -D- GL EQ LUX 07/14 SEK 68.58 -4.5 15.1 -8.8
Choice Global Value -I- GL EQ LUX 07/14 EUR 6.97 3.9 35.1 -7.8
Choice Japan Fd -C- JP EQ LUX 07/14 JPY 45.32 -3.3 -0.3 -18.3
Choice Japan Fd -D- JP EQ LUX 07/14 JPY 40.59 -3.3 -0.3 -18.3
Choice Jpn Chance/Risk -C- JP EQ LUX 07/14 JPY 46.58 -8.5 0.0 -21.6
Choice NthAmChance/Risk -C- US EQ LUX 07/14 USD 3.80 -3.2 20.9 -10.9
Ethical Europe Fd -C- EU EQ LUX 07/14 EUR 1.96 0.1 25.7 -6.8
Europe Fund -C- EU EQ LUX 07/14 EUR 2.87 1.6 28.5 -5.2
Europe Fund -D- EU EQ LUX 07/14 EUR 1.53 1.6 28.4 NS
Europe Index Fund EU EQ LUX 07/14 EUR 4.15 2.0 29.4 -5.8
Global Chance/Risk Fd -C- GL EQ LUX 07/14 EUR 0.64 7.0 31.0 -0.2
Global Fd -C- GL EQ LUX 07/14 USD 1.99 -6.5 16.3 -12.0
Global Fd -D- GL EQ LUX 07/14 USD 1.24 -6.5 16.4 NS
Nordic Fd -C- NO EQ LUX 07/14 EUR 6.27 NS NS NS

n SEB Fund 2
Choice Asia ex. Japan -C- AS EQ LUX 07/14 USD 7.26 -1.8 23.6 1.0
Choice Asia ex. Japan -D- AS EQ LUX 07/14 USD 1.27 -1.8 23.6 NS
Currency Alpha EUR -IC- OT OT LUX 07/14 EUR 10.27 -0.3 -2.6 -1.5
Currency Alpha EUR -RC- OT OT LUX 07/14 EUR 10.15 -0.5 -3.0 -1.9
Currency Alpha SEK -ID- OT OT LUX 07/14 SEK 91.72 -0.3 -2.8 -3.6
Currency Alpha SEK -RC- OT OT LUX 07/14 SEK 95.43 -0.5 -3.0 -1.9
Generation Fd 80 -C- OT OT LUX 07/14 SEK 8.09 2.2 16.5 1.8
Nordic Focus SH A NO EQ LUX 07/14 EUR 87.77 8.7 47.8 4.1
Nordic Focus SH B NO EQ LUX 07/14 SEK 88.02 8.7 47.8 4.1
Nordic Focus SH C NO EQ LUX 07/14 NOK 86.80 8.7 47.8 4.1
Russia Fd -C- EE EQ LUX 07/14 EUR 9.75 10.3 81.8 -5.4

n SEB Fund 3
Ethical Glbl Index Fd -D- GL EQ LUX 07/14 USD 0.75 -8.6 18.8 -9.1
Ethical Glbl lndex Fd -C- GL EQ LUX 07/14 USD 0.78 NS NS NS
Ethical Sweden Fd -D- NO EQ LUX 07/14 SEK 45.56 10.4 35.6 15.6
Index Linked Bd Fd SEK -D- OT BD LUX 07/14 SEK 13.13 2.1 4.7 3.6
Medical Fd -D- OT EQ LUX 07/14 USD 3.11 -6.5 13.2 -5.5
Short Medium Bd Fd SEK -D- NO MM LUX 07/14 SEK 8.56 -0.1 0.0 1.1
Technology Fd -C- OT EQ LUX 07/14 USD 0.20 -3.1 23.6 NS
Technology Fd -D- OT EQ LUX 07/14 USD 2.45 -3.2 23.5 1.4
U.S. Index Fd -C- US EQ LUX 07/14 USD 1.79 -2.2 22.6 -6.0
U.S. Index Fd -D- US EQ LUX 07/14 USD 1.77 -3.2 21.5 -6.4
World Fd -C- NO BA LUX 07/14 USD 28.63 0.6 25.1 NS
World Fd -D- NO BA LUX 07/14 USD 2.13 -1.1 23.0 -4.9

n SEB Fund 4
Short Bond Fd EUR -C- EU MM LUX 07/14 EUR 1.27 -0.1 -0.2 0.1
Short Bond Fd EUR -D- EU MM LUX 07/14 EUR 0.49 -1.3 -1.3 NS
Short Bond Fd SEK -C- NO MM LUX 07/14 SEK 21.96 0.0 0.2 1.3
Short Bond Fd SEK HNWC NO MM LUX 07/14 SEK 11.11 0.2 NS NS
Short Bond Fd SEK HNWD NO MM LUX 07/14 SEK 9.95 -1.9 NS NS
Short Bond Fd USD -C- US MM LUX 07/14 USD 2.48 -0.3 -0.6 0.0

n SEB Fund 5
Bond Fd SEK -C- NO BD LUX 07/14 SEK 43.93 2.5 3.8 7.7
Bond Fd SEK -D- NO BD LUX 07/14 SEK 12.30 -1.2 0.1 5.8
Bond Fd SEK HNWD NO BD LUX 07/14 SEK 8.92 2.7 NS NS
Corp. Bond Fd EUR -C- EU BD LUX 07/14 EUR 1.31 3.4 11.8 6.2
Corp. Bond Fd EUR -D- EU BD LUX 07/14 EUR 0.97 3.5 11.5 6.2
Corp. Bond Fd SEK -C- NO BD LUX 07/14 SEK 13.16 4.7 13.7 4.8
Corp. Bond Fd SEK -D- NO BD LUX 07/14 SEK 9.58 4.7 13.7 4.8
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 07/14 EUR 106.47 6.5 9.1 7.0
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 07/14 EUR 115.77 6.3 8.6 9.1
Flexible Bond Fd -C- NO BD LUX 07/14 SEK 21.33 -0.1 0.0 3.3
Flexible Bond Fd -D- NO BD LUX 07/14 SEK 11.32 -0.1 0.0 3.3

n SEB Sicav 1
Choice Emerging Mkts Fd -C- GL EQ LUX 07/14 USD 2.54 -5.1 27.8 -4.4
Eastern Europe exRussia Fd -C- EE EQ LUX 07/14 EUR 2.68 NS NS NS

n SEB Sicav 2
Choice Asia SmCap exJpn -C- AS EQ LUX 07/14 SEK 31.07 -3.4 19.4 12.1
Eastern Europe SmCap Fd -C- EU EQ LUX 07/14 EUR 2.95 NS NS NS
Europe Chance/Risk Fd -C- EU EQ LUX 07/14 EUR 1061.07 2.4 29.3 -7.0
Listed Private Equity -C- OT OT LUX 07/14 EUR 141.66 10.0 54.4 NS
Listed Private Equity -IC- OT OT LUX 07/14 EUR 86.31 13.4 66.4 NS
Listed Private Equity -ID- OT OT LUX 07/14 EUR 82.50 13.2 65.7 NS
Nordic Small Cap -C- NO EQ LUX 07/14 EUR 140.63 4.3 52.1 NS
Nordic Small Cap -IC- NO EQ LUX 07/14 EUR 141.44 4.6 52.9 NS

n SEB Sicav 3
Asset Sele Defensive EUR -C- OT OT LUX 07/14 EUR 97.61 -2.2 -1.1 NS
Asset Sele Defensive GBP -D- OT OT LUX 07/14 GBP 96.87 -2.1 NS NS
Asset Sele Defensive SEK -A- OT OT LUX 07/14 SEK 76.55 -2.2 -0.9 -13.9
Asset Sele Defensive SEK -C- OT OT LUX 07/14 SEK 97.55 -2.2 -1.3 NS
Asset Sele Defensive SEK -D- OT OT LUX 07/14 SEK 68.48 -2.2 -0.9 -14.0
Asset Sele Defensive USD -C- OT OT LUX 07/14 USD 98.90 -2.0 -1.1 NS
Asset Sele Opp C EUR OT OT LUX 07/14 EUR 94.44 -4.7 NS NS
Asset Sele Opp C H NOK OT OT LUX 07/14 NOK 98.14 -4.0 1.3 NS
Asset Sele Opp C H SEK OT OT LUX 07/14 SEK 96.03 -4.8 -0.1 NS
Asset Sele Opp D GBP OT OT LUX 07/14 GBP 91.99 -4.3 NS NS
Asset Sele Opp IC EUR OT OT LUX 07/14 EUR 97.13 -4.6 0.4 NS
Asset Sele Opp ID H GBP OT OT LUX 07/14 GBP 97.41 -4.2 1.0 NS
Asset Sele Opp ID H SEK OT OT LUX 07/14 SEK 96.64 -4.8 0.0 NS
Asset Sele Original C EUR EU BA LUX 07/14 EUR 99.13 -2.2 0.2 NS
Asset Sele Original D GBP EU BA LUX 07/14 GBP 99.86 -2.0 0.9 NS

Asset Sele Original ID GBP EU BA LUX 07/14 GBP 99.49 -2.0 0.6 NS

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
A company of Amundi Group
Bonds ConvEurope A EU BD LUX 07/14 EUR 31.42 6.0 11.4 1.5
Bonds Eur Corp A EU BD LUX 07/13 EUR 23.35 1.1 5.6 4.6
Bonds Eur Hi Yld A EU BD LUX 07/13 EUR 21.44 4.1 23.3 6.2
Bonds EURO A EU BD LUX 07/14 EUR 42.12 2.6 4.7 7.0
Bonds Europe A EU BD LUX 07/14 EUR 40.43 3.4 5.1 6.8
Bonds US MtgBkSec A US BD LUX 04/29 USD 24.41 -4.7 11.9 0.0
Bonds World A GL BD LUX 07/14 USD 42.16 0.4 4.1 3.5
Eq. AsiaPac Dual Strategies A AS EQ LUX 07/14 USD 9.71 -6.8 22.4 -3.5
Eq. China A AS EQ LUX 07/14 USD 21.58 -10.6 9.7 -1.7
Eq. Concentrated Euroland A EU EQ LUX 07/14 EUR 85.68 -7.8 9.6 -10.8
Eq. ConcentratedEuropeA EU EQ LUX 07/14 EUR 27.30 1.1 22.9 -5.2
Eq. Emerging Europe A EU EQ LUX 07/13 EUR 26.36 11.9 71.5 -12.9
Eq. Equities Global Energy OT EQ LUX 07/14 USD 15.64 -13.8 7.7 -24.3
Eq. Euroland A EU EQ LUX 07/14 EUR 10.27 -5.1 15.7 -9.8
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 07/13 EUR 145.63 3.2 30.0 -1.8
Eq. EurolandCyclclsA OT EQ LUX 07/13 EUR 18.24 2.5 25.4 -3.3
Eq. EurolandFinancialA OT EQ LUX 07/14 EUR 10.11 -10.6 11.0 -12.1
Eq. Glbl Emg Cty A GL EQ LUX 07/14 USD 8.59 -11.3 10.9 -12.9
Eq. Global A GL EQ LUX 07/14 USD 26.51 -4.8 19.3 -7.1
Eq. Global Resources A GL EQ LUX 07/14 USD 105.82 -3.1 29.6 -15.7
Eq. Gold Mines A OT EQ LUX 07/14 USD 32.44 7.1 38.0 0.7
Eq. India A EA EQ LUX 07/14 USD 133.67 2.2 35.0 10.7
Eq. Japan CoreAlpha A JP EQ LUX 07/14 JPY 7305.76 0.7 1.3 -8.3
Eq. Japan Sm Cap A JP EQ LUX 07/14 JPY 1039.76 -2.8 1.9 -9.8
Eq. Japan Target A JP EQ LUX 07/14 JPY 1640.79 0.2 -3.3 -7.1
Eq. Latin America A GL EQ LUX 07/13 USD 109.24 -6.0 38.6 -9.8
Eq. US ConcenCore A US EQ LUX 07/13 USD 21.63 -4.3 20.4 -2.8
Eq. US Focused A US EQ LUX 07/14 USD 15.17 -4.4 13.8 -16.6
Eq. US Lg Cap Gr A US EQ LUX 07/13 USD 14.40 -5.6 16.6 -12.3
Eq. US Mid Cap A US EQ LUX 07/13 USD 31.24 4.5 38.0 -2.9
Eq. US Multi Strg A US EQ LUX 07/14 USD 20.76 -2.5 20.8 -9.5
Eq. US Rel Val A US EQ LUX 07/14 USD 19.88 -3.5 21.0 -7.3
Eq. US Sm Cap Val A US EQ LUX 07/14 USD 15.79 -1.0 22.2 -11.7
Money Market EURO A EU MM LUX 07/13 EUR 27.44 0.2 0.4 1.6
Money Market USD A US MM LUX 07/13 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 07/08 USD 847.24 -11.9 -13.9 -31.4
MENA Special Sits Fund OT OT BMU 06/30 USD 1088.52 0.9 5.9 NS
UAE Blue Chip Fund OT OT ARE 07/08 AED 4.63 -13.2 -14.2 -39.3

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

n YMR-N Series
YMR-N Growth Fund JP EQ IRL 07/15 JPY 8665.00 -8.4 3.8 -17.7
YMR-N Small Cap Fund JP EQ IRL 07/15 JPY 6395.00 -8.8 -2.4 -15.6

n Yuki 77 Series
Yuki 77 General JP EQ IRL 07/15 JPY 5394.00 -12.3 -6.3 -22.8

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 07/15 JPY 6171.00 -9.6 0.1 -18.5
Yuki Chugoku JpnLowP JP EQ IRL 07/15 JPY 7474.00 -0.9 -3.1 -16.6

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 07/15 JPY 4102.00 -12.2 -4.6 -24.3
Yuki Hokuyo Jpn Inc JP EQ IRL 07/15 JPY 4877.00 -7.1 -2.6 -18.9
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 07/15 JPY 4641.00 -9.1 -3.8 -15.2

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III JP EQ IRL 07/15 JPY 3879.00 -12.2 -4.3 -26.0
Yuki Mizuho Jpn Dyn Gro JP EQ IRL 07/15 JPY 4186.00 -10.3 -3.2 -25.6
Yuki Mizuho Jpn Exc 100 JP EQ IRL 07/15 JPY 6078.00 -12.8 -1.4 -21.2
Yuki Mizuho Jpn Gen JP EQ IRL 07/15 JPY 7932.00 -7.9 1.3 -18.3
Yuki Mizuho Jpn Gro JP EQ IRL 07/15 JPY 5826.00 -8.4 -3.4 -19.8
Yuki Mizuho Jpn Inc JP EQ IRL 07/15 JPY 7229.00 -5.3 -0.5 -20.3
Yuki Mizuho Jpn Lg Cap JP EQ IRL 07/15 JPY 4648.00 -10.4 -2.2 -20.5
Yuki Mizuho Jpn LowP JP EQ IRL 07/15 JPY 10925.00 -5.5 -1.9 -13.9
Yuki Mizuho Jpn PGth JP EQ IRL 07/15 JPY 6975.00 -12.4 -7.2 -23.6
Yuki Mizuho Jpn SmCp JP EQ IRL 07/15 JPY 6688.00 -6.3 1.6 -13.8
Yuki Mizuho Jpn Val Sel AS EQ IRL 07/15 JPY 5283.00 -6.5 -1.5 -17.1
Yuki Mizuho Jpn YoungCo AS EQ IRL 07/15 JPY 2466.00 -9.5 -7.4 -21.4

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 07/15 JPY 5001.00 -7.7 1.2 -19.3

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 99.61 -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 06/30 EUR 95.77 -3.5 0.3 -6.2
Asian AdvantEdge OT OT JEY 06/30 USD 176.60 -3.3 1.1 -4.8
Emerg AdvantEdge OT OT JEY 06/30 USD 162.23 -3.1 3.7 -7.2
Emerg AdvantEdge EUR OT OT JEY 06/30 EUR 89.95 -3.5 3.1 -9.2
Europ AdvantEdge EUR OT OT JEY 06/30 EUR 129.55 -2.4 5.9 -4.2
Europ AdvantEdge USD OT OT JEY 06/30 USD 137.89 -2.2 6.4 -3.2
Real AdvantEdge EUR OT OT JEY 06/30 EUR 102.47 -5.3 -0.3 NS
Real AdvantEdge USD OT OT JEY 06/30 USD 102.98 -4.9 0.2 NS
Trading Adv JPY OT OT GGY 06/30 JPY 9500.69 3.0 -0.4 NS
Trading AdvantEdge OT OT GGY 06/30 USD 143.42 2.2 -1.0 -1.9
Trading AdvantEdge EUR OT OT GGY 06/30 EUR 129.86 1.9 -1.5 -2.0
Trading AdvantEdge GBP OT OT GGY 06/30 GBP 137.90 2.4 -0.8 -1.2

n MERIDEN GROUP
Tel: + 376 741 175 Fax: + 376 741 183 Email: meriden@meriden-ipm.com
Antanta Combined Fund EE EQ AND 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 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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Charge mars India-Pakistan talks
NEW DELHI—The foreign minis-

ters of India and Pakistan struck a
positive note Thursday after peace
talks in Islamabad, but India’s new
claim that Pakistan’s spy agency or-
chestrated the 2008 terrorist attack
on Mumbai underscores that dis-
trust remains between the nuclear-
armed rivals.

Indian External Affairs Minister
S.M. Krishna said his Pakistani coun-
terpart, Shah Mehmood Qureshi, as-
sured him that Pakistan will try to
speed up the prosecution of terror-
ists on its soil and will use investiga-
tive leads provided by India to “un-
ravel the full conspiracy” of the
Mumbai attack, in which 10 gunmen
killed more than 160 people.

Mr. Qureshi said the countries
also discussed the divided Hima-
layan region of Kashmir, which has
seen a rise in violence recently, as
well as their longstanding dispute
over Sir Creek, a 96-kilometer strip
of water on their borders that opens
up into the Arabian Sea.

He said the countries also ex-
plored confidence-building mea-
sures, such as increasing cross-bor-
der trade and exchanging fishermen
detained after straying into each
other’s waters. “Pakistan has always
wanted friendly, cooperative and
good neighborly relations with In-
dia. We’ve started a process to
achieve this objective,” Mr. Qureshi
said in a joint news conference of
the two ministers.

India says terrorism is the core
issue of the talks, while Pakistan
wants to focus on other issues, in-
cluding disputes over shared water
resources and over Kashmir, which
is two-thirds controlled by India but
claimed in entirety by both coun-
tries. India and Pakistan have fought
two of their three wars over Kash-
mir.

Despite the moves to ease ten-
sions, the new spat that played out
ahead of the meeting could compli-
cate the nascent rapprochement be-
tween the neighbors. India is now
accusing elements of the Pakistani
government of planning and execut-
ing the Mumbai attack. India had
previously blamed Pakistan-based
militants for carrying out the attack,

but hadn’t publicly accused Paki-
stan’s government of direct involve-
ment.

This week, Indian Home Secre-
tary G.K. Pillai told the Indian Ex-
press newspaper that Pakistan’s spy
agency, the Inter-Services Intelli-
gence was “literally controlling and
coordinating [the attack] from the
beginning till the end.”

A home ministry official said
Thursday that information about
the ISI’s involvement came from In-
dia’s interrogation of David Headley,
a Pakistani-American in U.S. custody
who pled guilty in March in a Chi-
cago federal court to doing recon-
naissance on Mumbai targets before
the siege of India’s financial capital
in November 2008.

Pakistani officials have vehe-
mently denied that its intelligence
agency played any role in the Mum-
bai attack. Pakistani Information
Minister Qamar Zaman Kaira said
Mr. Pillai’s comments were “base-
less propaganda,” according to the
Press Trust of India news service.
“When two foreign ministers are
meeting, such allegations should not
be made.”

The row was a significant diplo-
matic setback after both countries

had tried to strike a tone of recon-
ciliation in recent months. In Febru-
ary, their foreign secretaries met to
lay the groundwork for a peace
push, and since then the prime min-
isters and home ministers of India
and Pakistan have met on the side-
lines of regional summits to advance
the talks.

Mr. Krishna said he raised with
Mr. Qureshi the new information In-
dia has gleaned from Mr. Headley,
but he didn’t specifically mention
the ISI controversy.

In addition to the ISI dispute,
there are other hurdles to peace. In-
dia has said Pakistan isn’t moving
fast enough to prosecute militants
based there, including those tied to
the group Lashkar-e-Taiba. Pakistani
authorities have arrested five Paki-
stanis and have warrants out on two
others for their roles in the Mumbai
attack. But the trials of the five men
have yet to begin, according to Paki-
stani government officials. Mr.
Qureshi said the two foreign minis-
ters discussed how to “hasten the
trial process.”

In Kashmir, violent demonstra-
tions by separatists have erupted in
recent weeks in the portion of the
region India administers. At least 15

Kashmiri protesters have died in
fighting with Indian security forces
since mid-June. India deployed its
army to quell the protests, but it is
still largely relying on police. Some
Indian officials have said Pakistan-
based militants are fueling the sepa-
ratist unrest in Kashmir. Pakistan
denies that and has said it is con-
cerned about human-rights abuses
by Indian forces.

Pakistan’s ISI has faced accusa-
tions for years of interfering in re-
gional security and having links to
terrorist outfits. India blamed the
spy agency for the suicide car-bomb-
ing of the Indian Embassy in Kabul in
2008, while the same year, Afghan
officials said the ISI plotted a failed
assassination attempt on President
Hamid Karzai at a parade. Pakistan
has denied those allegations.

The ISI helped fund and train
Lashkar-e-Taiba in the 1990s as a
militia force to fight Indian troops
in Kashmir. The group was banned
in 2002 by then-President Pervez
Musharraf, but militants from the
organization continued to operate
under an Islamic charity, according
to the United Nations. The ISI says
it is no longer involved with the
group.

BY AMOL SHARMA
AND TOM WRIGHT

Foreign ministers S.M. Krishna of India, left, and Shah Mehmood Qureshi of Pakistan in Islamabad on Thursday.
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U.S., China avoid tiff over naval drills
BEIJING—China’s government

responded indignantly Thursday to
U.S. plans for naval exercises in wa-
ters around South Korea, but ana-
lysts said an apparent compromise
by the U.S. on the drills will likely
prevent escalation of the issue.

The exercises, originally sched-
uled for June but delayed, are de-
signed to reinforce joint naval work
between the U.S. and South Korea
after the sinking of a South Korean
warship that both countries blame
on North Korea, a Chinese ally.

Separately, North Korea used a
meeting of military officials at the
inter-Korean border Thursday to re-
new its wish to send its own mili-
tary officers to inspect the recov-
ered wreckage of the sunken ship
and to go to the sinking site near a
South Korea-controlled island.
North Korea has made similar re-
quests since late May, when an in-
ternational team of investigators
concluded it was responsible for the
sinking, which killed 46 sailors.

Seoul has denied the request.
In colonel-level talks between

North Korea and the United Nations
Command Military Armistice Com-
mission, North Korea said its in-
spection of the wreckage should oc-
cur before generals from the two
sides meet, according to the North’s
state media. The U.N. command said
after the Thursday meeting that
said both sides offered proposals for
the generals’ talks, but would decide
later whether to hold them.

The accusations against North
Korea created another rift between
China, Pyongyang’s main ally, and
the U.S. Most visibly, China for sev-
eral weeks has objected to the
planned joint naval exercise by
South Korea and the U.S.

After U.S. officials on Wednesday
described tentative plans for the ex-
ercises, China foreign-ministry
spokesman Qin Gang on Thursday
said, “We firmly oppose any foreign
warships or airplanes to conduct ac-
tivities undermining China’s secu-
rity in the Yellow Sea and China’s
coastal waters.”

The exercises were expected to
take place in the Yellow Sea, be-
tween China’s east coast and the
Korean Peninsula, though Washing-
ton never publicly confirmed that.
At a briefing on Wednesday, Penta-
gon Press Secretary Geoff Morrell
said part of the operations will be
conducted in the Yellow Sea, and
part in the Sea of Japan, or East
Sea, east of the Korean peninsula.

“All of these exercises are defen-
sive in nature, but will send a clear
message of deterrence to North Ko-
rea and demonstrate our steadfast
commitment to the defense of South
Korea,” Mr. Morrell said.

He declined to specify which
types of operations would occur
where. But several analysts and Chi-
nese media outlets speculated
Thursday that the U.S. might put
the aircraft carrier USS George
Washington in the Sea of Japan.
That could ease China’s concerns,
because the presence of the carrier
in the Yellow Sea was one of its big-
gest objections.

U.S. Secretary of State Hillary

Clinton and Defense Secretary Rob-
ert Gates are likely to officially an-
nounce plans for the exercises when
they travel to Seoul next week.

Shi Yinhong, a foreign-affairs ex-
pert at Renmin University in Beijing,
interpreted the Pentagon statement
as a decision to scale back opera-
tions in the Yellow Sea, which he
said was positive for both countries.
“I think this means the U.S. govern-
ment understands the message that
they don’t want to make this quarrel
more serious,” he said.

Some U.S. analysts warn that if
Washington doesn’t put the carrier
in the Yellow Sea this time, it could
signal weakness to China.

Mr. Morrell on Wednesday said
the U.S. wouldn’t allow China to in-
fluence its activities in international
waters. “This is a matter of our abil-
ity to exercise in the open seas, in
international waters,” he said.
“Those determinations are made by
us, and us alone.”

—Aaron Back in Beijing
and Evan Ramstad in Seoul

contributed to this article.

BY BRIAN SPEGELE

WORLD NEWS

Citizens panel
in Japan calls
for indictment
of party official

TOKYO—Ichiro Ozawa, the belea-
guered former leader of Japan’s rul-
ing party, came under fresh attack
Thursday after a judicial panel com-
posed of ordinary citizens looking
into his fund-raising activities rec-
ommended that he be indicted by
prosecutors.

The latest ruling is unlikely to
have an immediate impact on Mr.
Ozawa, due to the complex and con-
voluted nature of the citizen panels
and their rulings. Two separate citi-
zen panels are debating similar but
separate allegations that Mr. Ozawa
was aware of false statements made
at his fund-raising organization. The
first citizen panel already delivered
a similar verdict.

A representative for Mr. Ozawa’s
office declined to comment.

The twists and turns of Mr.
Ozawa’s campaign-fund scandal
have been followed closely in Japan,
as they have affected the influence
of the lawmaker once seen as the
single most powerful politician
within the ruling party. Mr. Ozawa
was forced to step down as the
party’s secretary-general last
month, along with then-Prime Min-
ister Yukio Hatoyama. The latter
had been criticized for his own cam-
paign-funding scandal, as well as for
his policy errors.

All eyes are now on the second
round of deliberations by the first
panel. The 11-person group, ap-
pointed by the court after com-
plaints from a group of citizens,
concluded unanimously in April that
the prosecutors were wrong to
clear Mr. Ozawa of allegations he
had violated a political-funds law
related to the purchase of a $4 mil-
lion property in Tokyo in 2004.

That decision forced prosecutors
to reopen their probe, but they
again decided in May not to indict
him. Since then, the first citizens
panel has been engaged in the criti-
cal second round of debate. This
time, the panel has the authority to
order an indictment against Mr.
Ozawa. Japanese media reported
this week the panel probably won’t
make its decision until August or
later.

Despite his resignation from the
top party post, Mr. Ozawa remains a
central figure in directing the future
of Japanese politics. Even after
Prime Minister Naoto Kan asked him
in June to “keep quiet for awhile”
and he himself made a pledge to go
back to being a “foot soldier,” Mr.
Ozawa has been grabbing head-
lines. The senior politician attacked
Mr. Kan and his policy stance pub-
licly, even as his party fought a
doomed battle to defend its pres-
ence in national elections Sunday.

Now that the party’s defeat has
made Mr. Kan vulnerable, some po-
litical experts predict Mr. Ozawa
might use his influence to try to un-
seat him. But if Mr. Ozawa is in-
dicted, his clout would be curtailed
sharply.

BY YUKA HAYASHI

Ichiro Ozawa was forced to
step down as the ruling
party’s secretary-general
last month.
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For information about listing your funds, please contact: Justin Jones tel: +44 207 842 9674; email: justin.jones@dowjones.com

Data as shown is for information purposes only. No offer is being made by
Morningstar, Ltd. or this publication. Funds shown aren’t registered with the
U.S. Securities and Exchange Commission and aren’t available for sale to United
States citizens and/or residents except as noted. Prices are in local currencies.
All performance figures are calculated using the most recent prices available.
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n ALLIANCE BERNSTEIN
www.alliancebernstein.com/investments Tel. +800 2263 8637
Am Blend Portfolio A US EQ LUX 07/14 USD 9.88 -4.7 18.6 -7.8
Am Blend Portfolio I US EQ LUX 07/14 USD 11.67 -4.5 19.3 -7.1
Am Growth A US EQ LUX 07/14 USD 28.86 -7.6 17.5 -2.1
Am Growth B US EQ LUX 07/14 USD 24.14 -8.1 16.3 -3.1
Am Growth I US EQ LUX 07/14 USD 32.13 -7.2 18.5 -1.4
Am Income A US BD LUX 07/14 USD 8.68 6.0 17.5 9.2
Am Income A2 US BD LUX 07/14 USD 20.21 6.1 17.5 9.2
Am Income B US BD LUX 07/14 USD 8.68 5.6 16.7 8.4
Am Income B2 US BD LUX 07/14 USD 17.35 5.7 16.7 8.4

Am Income I US BD LUX 07/14 USD 8.68 6.3 18.2 9.9
Emg Mkts Debt A GL BD LUX 07/14 USD 16.06 6.6 24.3 12.4
Emg Mkts Debt A2 GL BD LUX 07/14 USD 21.48 6.8 24.3 12.4
Emg Mkts Debt B GL BD LUX 07/14 USD 16.06 6.1 23.2 11.3
Emg Mkts Debt B2 GL BD LUX 07/14 USD 20.58 6.3 23.1 11.3
Emg Mkts Debt I GL BD LUX 07/14 USD 16.06 6.8 24.9 13.0
Emg Mkts Growth A GL EQ LUX 07/14 USD 33.30 -3.9 31.0 -7.8
Emg Mkts Growth B GL EQ LUX 07/14 USD 28.07 -4.4 29.7 -8.7
Emg Mkts Growth I GL EQ LUX 07/14 USD 37.07 -3.5 32.1 -7.0
Eur Growth A EU EQ LUX 07/14 EUR 7.43 5.7 24.2 -4.7
Eur Growth B EU EQ LUX 07/14 EUR 6.64 5.1 23.0 -5.7
Eur Growth I EU EQ LUX 07/14 EUR 8.13 6.0 25.1 -4.0
Eur Income A EU BD LUX 07/14 EUR 6.78 5.7 22.3 9.5
Eur Income A2 EU BD LUX 07/14 EUR 13.64 6.0 22.3 9.5
Eur Income B EU BD LUX 07/14 EUR 6.78 5.3 21.6 8.8
Eur Income B2 EU BD LUX 07/14 EUR 12.64 5.6 21.5 8.7
Eur Income I EU BD LUX 07/14 EUR 6.78 6.0 22.9 10.1
Eur Strat Value A EU EQ LUX 07/14 EUR 8.36 -2.0 19.9 -9.6
Eur Strat Value I EU EQ LUX 07/14 EUR 8.59 -1.7 21.0 -8.9
Eur Value A EU EQ LUX 07/14 EUR 8.99 -2.3 20.3 -5.9
Eur Value B EU EQ LUX 07/14 EUR 8.23 -2.7 19.1 -6.9
Eur Value I EU EQ LUX 07/14 EUR 10.43 -1.8 21.3 -5.2
Gl Balanced (Euro) A EU BA LUX 07/14 USD 14.67 NS NS NS
Gl Balanced (Euro) B EU BA LUX 07/14 USD 14.22 NS NS NS
Gl Balanced (Euro) C EU BA LUX 07/14 USD 14.53 NS NS NS
Gl Balanced (Euro) I EU BA LUX 07/14 USD 14.99 NS NS NS
Gl Balanced A US BA LUX 07/14 USD 15.98 -3.0 14.1 -5.9
Gl Balanced B US BA LUX 07/14 USD 15.12 -3.5 13.1 -6.8

Gl Balanced I US BA LUX 07/14 USD 16.64 -2.6 15.0 -5.2
Gl Bond A US BD LUX 07/14 USD 9.53 5.2 12.0 7.5
Gl Bond A2 US BD LUX 07/14 USD 16.87 5.4 11.9 7.5
Gl Bond B US BD LUX 07/14 USD 9.53 4.7 10.9 6.5
Gl Bond B2 US BD LUX 07/14 USD 14.69 4.8 10.7 6.4
Gl Bond I US BD LUX 07/14 USD 9.53 5.5 12.5 8.1
Gl Conservative A US BA LUX 07/14 USD 14.72 0.2 10.8 -0.4
Gl Conservative A2 US BA LUX 07/14 USD 16.96 0.2 10.8 -0.4
Gl Conservative B US BA LUX 07/14 USD 14.71 -0.3 9.7 -1.4
Gl Conservative B2 US BA LUX 07/14 USD 16.03 -0.4 9.6 -1.4
Gl Conservative I US BA LUX 07/14 USD 14.81 0.6 11.7 0.4
Gl Eq Blend A GL EQ LUX 07/14 USD 10.67 -8.5 14.9 -15.4
Gl Eq Blend B GL EQ LUX 07/14 USD 9.96 -9.0 13.7 -16.2
Gl Eq Blend I GL EQ LUX 07/14 USD 11.31 -8.0 15.9 -14.7
Gl Growth A GL EQ LUX 07/14 USD 38.90 -7.2 15.6 -15.3
Gl Growth B GL EQ LUX 07/14 USD 32.30 -7.7 14.4 -16.1
Gl Growth I GL EQ LUX 07/14 USD 43.37 -6.8 16.5 -14.6
Gl High Yield A US BD LUX 07/14 USD 4.43 6.5 32.5 10.0
Gl High Yield A2 US BD LUX 07/14 USD 9.88 6.7 32.4 10.0
Gl High Yield B US BD LUX 07/14 USD 4.43 5.9 31.1 8.7
Gl High Yield B2 US BD LUX 07/14 USD 15.80 6.2 31.2 8.9
Gl High Yield I US BD LUX 07/14 USD 4.43 6.8 33.3 10.8
Gl Thematic Res A GL EQ LUX 07/14 USD 14.11 -4.2 19.8 1.6
Gl Thematic Res B GL EQ LUX 07/14 USD 12.28 -4.7 18.5 0.5
Gl Thematic Res I GL EQ LUX 07/14 USD 15.80 -3.8 20.7 2.4
Gl Value A GL EQ LUX 07/14 USD 10.09 -9.4 14.9 -15.3
Gl Value B GL EQ LUX 07/14 USD 9.22 -10.0 13.7 -16.1
Gl Value I GL EQ LUX 07/14 USD 10.77 -9.1 15.8 -14.6

India Growth A EA EQ LUX 07/14 USD 134.35 5.9 44.3 NS
India Growth AX EA EQ LUX 07/14 USD 117.61 6.0 44.7 16.3
India Growth B EA EQ LUX 07/14 USD 139.98 5.3 42.9 NS
India Growth BX EA EQ LUX 07/14 USD 100.00 5.5 43.3 15.2
India Growth I EA EQ LUX 07/14 USD 122.21 6.3 45.5 16.8
Int'l Health Care A OT EQ LUX 07/14 USD 130.32 -5.2 13.1 -4.5
Int'l Health Care B OT EQ LUX 07/14 USD 109.34 -5.7 11.9 -5.4
Int'l Health Care I OT EQ LUX 07/14 USD 143.00 -4.8 14.0 -3.7
Int'l Technology A OT EQ LUX 07/14 USD 109.47 -0.8 29.9 -2.4
Int'l Technology B OT EQ LUX 07/14 USD 94.35 -1.3 28.6 -3.3
Int'l Technology I OT EQ LUX 07/14 USD 123.27 -0.4 30.9 -1.6
Japan Blend A JP EQ LUX 07/14 JPY 5659.00 -6.1 2.2 -18.5
Japan Growth A JP EQ LUX 07/14 JPY 5372.00 -8.5 -1.4 -20.0
Japan Growth I JP EQ LUX 07/14 JPY 5552.00 -8.1 -0.6 -19.3
Japan Strat Value A JP EQ LUX 07/14 JPY 5945.00 -2.9 7.3 -17.2
Japan Strat Value I JP EQ LUX 07/14 JPY 6129.00 -2.4 8.1 -16.5
Real Estate Sec. A OT EQ LUX 07/14 USD 14.26 -0.6 32.0 -6.2
Real Estate Sec. B OT EQ LUX 07/14 USD 12.97 -1.1 30.7 -7.2
Real Estate Sec. I OT EQ LUX 07/14 USD 15.39 -0.2 33.0 -5.5
Short Mat Dollar A US BD LUX 07/14 USD 7.32 2.2 10.0 0.0
Short Mat Dollar A2 US BD LUX 07/14 USD 10.02 2.3 10.0 -0.1
Short Mat Dollar B US BD LUX 07/14 USD 7.32 2.0 9.5 -0.4
Short Mat Dollar B2 US BD LUX 07/14 USD 9.95 2.2 9.5 -0.5
Short Mat Dollar I US BD LUX 07/14 USD 7.32 2.5 10.6 0.5
US Thematic Research A US EQ LUX 07/14 USD 8.33 -2.3 14.3 -4.2
US Thematic Research B US EQ LUX 07/14 USD 7.63 -2.8 13.2 -5.2
US Thematic Research I US EQ LUX 07/14 USD 9.00 -2.0 15.1 -3.5

FUND SCORECARD
Euro High Yield Bond
Funds that invest in higher yielding securities denominated/hedged in European currencies 40% of assets
in securities with a credit quality equivalent to BB, or lower. Ranked on % total return (dividends
reinvested) in U.S. dollars for one year ending July 15, 2010

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

1 SICAV Cofibol EURLUX 10.17 70.99 10.24 -1.39
Placeuro Euro Hgh Yld Dist

3 Pioneer Fds Pioneer Asset EURLUX 11.11 60.36 18.29 NS
Euro Hgh Yld E EUR ND Management S.A.

4 Pioneer Fds Pioneer Asset EURLUX 13.69 49.81 16.60 6.42
Euro Strat Bd E EUR ND Management S.A.

1 Aberdeen Aberdeen Asset EURLUX 6.33 47.12 8.79 1.43
Glbl Euro Hgh Yld Bd B1 Managers Limited(Lux)

5 MacKayShields Jyske Invest Fund DKKDNK 20.12 47.00 24.29 NS
High Yield Obl Management A/S

1 Sydinvest Sydinvest DKKDNK 12.55 43.56 6.63 3.66
Virksomhedsobligationer

NS Sydinvest Sydinvest DKKDNK 12.32 41.97 7.46 NS
Virksomhedsobligationer

5 Jyske Invest Jyske Invest DKKDNK 19.35 40.99 18.67 9.09
Engros Afdeling 4 Engros

4 Sparinvest Sparinvest EURLUX 10.37 40.06 14.32 NS
SICAV HY Vl Bnds EUR R Luxembourg

1 Petercam L Petercam S.A. EURLUX 9.35 39.16 -0.16 0.90
Bnds Higher Yld A

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

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

European stocks decline;
Goldman gain buoys U.S.

European stocks finished mod-
estly lower as downbeat economic
news from the U.S. raised concern
about the pace of the recovery, off-
setting strong earnings from J.P.
Morgan Chase and receding fears
about the euro-zone crisis.

But U.S. stocks closed little
changed on a late rally, as financials
recovered after the U.S. Senate pas-
sage of a sweeping financial-over-
haul bill and buoyed by speculation
of a potential settlement between
Goldman Sachs Group and the Se-
curities and Exchange Commission.
Goldman shares climbed 4.4% late in
the day after the SEC announced it
intends to make a “significant an-
nouncement” after the close of trad-
ing. The SEC and Goldman have held
talks about a possible settlement to
resolve the fraud lawsuit against
Goldman.

The Dow Jones Industrial Aver-
age finished down 7.41 points, or
0.1%, at 10359.31.

In Europe, investors retreated
from equities after the U.S. Federal

Reserve Bank of Philadelphia’s busi-
ness index dropped sharply. Manu-
facturing activity in the New York
area expanded more slowly than ex-
pected in July, according to a survey
from the New York Fed. Adding to
the downbeat mood, China reported
slightly slower growth in the second
quarter.

The pan-European Stoxx 600 in-
dex slid 1.2% to 252.97. The U.K.’s
FTSE 100 index fell 0.8% to 5211.29,
France’s CAC-40 index ended down
1.4% at 3581.82, and Germany’s DAX
fell 1% to 6149.36, breaking a seven-
session winning streak.

The euro jumped above $1.29,

helped by a successful debt sale by
Spain. Late in New York, the euro
was at $1.2903 from $1.2738 late in
New York on Wednesday, while the
dollar was at 87.39 yen from 88.28
yen. The U.K. pound rose to $1.5414
from $1.5257.

Banking stocks in Europe re-
treated ahead of the U.S. Senate
passage of the financial-overhaul
bill. Barclays fell 4.2% in London,
while Royal Bank of Scotland slid
2.2%. In Paris, BNP Paribas dropped
4% and Crédit Agricole lost 3.3%.

But in Greece, the fourth-largest
lender by assets, Piraeus Bank, said
it will offer €701 million ($893 mil-
lion) to acquire controlling stakes in
two Greek government-controlled
banks, in what is seen as the first in
a possible wave of mergers in the
sector. Piraeus Bank rose 13%, while
Hellenic Postbank shares jumped
22% and ATEBank rose 6.5%.

Crude for August delivery fell 42
cents a barrel to $76.62 on the New
York Mercantile Exchange. Gold for
July delivery gained $1.30 a troy
ounce to $1,208.10 on the Comex di-
vision of Nymex.

BY ISHAQ SIDDIQI

Mixed week for Europe IPOs
LONDON—It was a mixed week

for Europe’s market in initial public
offerings, as U.K. oil producer Fair-
field Energy pulled its planned
$500 million IPO in London, but
Germany’s Ströer Out-of-Home Me-
dia AG managed to price Frankfurt’s
third-largest deal so far this year.

Fairfield Energy, which wanted
the money to step up production in

its North Sea oil
fields, officially
blamed market con-
ditions for the in-

definite postponement, while people
close to the transaction acknowl-
edged that investor interest had
been weak. The company was
formed in 2005 with backing from a
consortium led by U.S. private-eq-
uity firm Warburg Pincus, to buy
and develop relatively mature North
Sea oil assets being offloaded by oil
giants such as BP PLC and Royal

Dutch Shell PLC.
Bankers said market conditions

are by no means ideal this month,
but that volatility has eased and
“the right deals” for companies with
strong growth prospects can still
get done. Shares in Ströer-Out-Of-
Home Media, which brought a €393
million ($500.6 million) deal, closed
at €19.97 Thursday, down slightly
from their €20 issue price.

Assuming overallotments are
made in full, Ströer will receive
about €310 million in new capital
and selling shareholder Cerberus
Capital Management LP will get
about €80 million. Only Kabel Deut-
schland Holding AG and Brenntag
AG raised more money in Frankfurt
market debuts so far this year.

In London, Fairfield Energy’s
failure has stepped up pressure on
online grocer Ocado Group PLC to
get its controversial £510 million
($778 million) deal away. Ocado on
Thursday said the offer is still on

track to complete next week, and is
getting a “great reception” from U.S.
investors meeting with its manage-
ment team this week.

Some analysts and fund man-
agers have advised investors to
avoid the offer, though, amid con-
cerns over the prospects for profit-
ability and competitiveness, and the
relatively high £1 billion valuation
target.

Looking beyond the summer
months, the Warsaw Stock Ex-
change is set to make its own debut
in November, the Polish treasury
ministry said Thursday. Poland is to
offer 63% of the bourse’s shares,
cutting its current 98.8% holding.

An even bigger mandate, for
Enel SpA’s Green Power unit, is due
to be made this month. Bankers in
London and Italy are waiting to hear
if they have won the business, after
making June pitches to run the
multi-billion euro deal. The IPO is
expected for Milan in October.

BY MARGOT PATRICK

of buying began, the bank has
bought back $500 million in stock,
an amount Mr. Dimon described as
“significant.” He said the bank won’t
raise its dividend until management
has a clearer view of likely loan
losses and potential changes to cap-
ital requirements by regulators.

J.P. Morgan said profits in its in-
vestment-banking business declined
6.1% from a year earlier as revenue
decreased 13%. The net profit in in-
vestment banking was $1.4 billion,
$1.1 billion less than in the first
quarter.

Uncertainty about economic
growth in the U.S. and China, and
concern about Europe’s sovereign-
debt problems, hurt investment
banking. In addition, “the competi-
tion is back” in the industry, Mr. Di-
mon told investors during a confer-
ence call, forcing the bank to fight
for market share “inch by inch.”

Retail banking went from a $131
million first-quarter loss to a $1 bil-
lion profit. The credit-card segment,
which had suffered losses for sev-

Continued from page 17 eral quarters, swung to a $343 mil-
lion profit.

Only in middle-market corporate
banking and asset management did
revenue grow.

The bank’s total revenue fell 8%
to $25.6 billion. The “overall tenor
of [the] report is negative despite
upbeat headlines,” because revenue
is falling, said Chris Whalen, a man-
aging director at Institutional Risk
Analytics.

At $3.4 billion, J.P. Morgan’s pro-
visions, the sum it sets aside each
quarter to cover potential loan
losses, dropped to less than half the
levels from a year earlier.

J.P. Morgan reported a profit of
$1.09 a share, up from 28 cents a
share a year earlier. The most re-
cent quarter included a 36-cent-a-
share benefit from a reduction in
loan-loss reserves and a 14-cent-a-
share charge for the U.K. tax on bo-
nuses. The prior-year results in-
cluded charges of 37 cents a share.

Analysts surveyed by Thomson
Reuters had most recently forecast
earnings of 67 cents.

Main Street is new savior
for J.P. Morgan Chase

IPO
WATCH

Banking stocks in Europe
retreated ahead of the U.S.
Senate passage of the
financial-overhaul bill.
Barclays fell 4.2% and RBS
slid 2.2%.




