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To protest hiring of nonunion
help, union hires nonunion
pickets. Page 33

World Watch
A comprehensive rundown of
news from around the world.
Pages 34-35

Editorial
& Opinion

Peggy Noonan: The world
could use some wise old
men. Page 12

Gulf oil leak
may be halted
permanently

HOUSTON—Testing of a
new containment system on
the leaking BP PLC well could
continue indefinitely, raising
the possibility that no more
oil will gush into the Gulf of
Mexico until the Deepwater
Horizon spill is permanently
killed by a relief well in mid-
August, a company official
said Sunday.

The test, originally sched-
uled to last 48 hours, has cut
off the flow of oil since Thurs-
day, and was extended on Sat-
urday to allow for additional
monitoring of the sea floor
for signs of new leaks.

BP Chief Operating Officer
Doug Suttles said in a telecon-
ference that results so far
were encouraging, with pres-
sure continuing to build up
slowly—a sign that the oil
wasn’t escaping the shut-in
Macondo well. Both BP and
U.S. government scientists are
closely monitoring the test.

“We’re hopeful that if the

encouraging signs continue
we’ll be able to continue the
integrity test all the way to
the point we get the well
killed,” Mr. Suttles said.
“Right now there is no target
set to open the well back up
to flow.”

Mr. Suttles said reopening
the well remained a possibil-
ity if problems emerged, but
so far there were no issues.
“We’re just taking this day by
day,” he said.

U.S. President Barack
Obama cautiously welcomed
BP success in halting the flow
of oil into the Gulf but warned
that only a relief well BP was
digging would provide a last-
ing solution.

Mr. Obama said he didn’t
“want us to get too far ahead
of ourselves.” He told report-
ers in the White House Rose
Garden: “We won’t be done
until we actually know that
we’ve killed the well and that
we have a permanent solution
in place.”

Nevertheless, the cap is a

breakthrough in BP’s efforts
to deal with the worst off-
shore oil spill in U.S. history,
after a run of partial or failed
solutions that put a question
mark over the U.K.-based en-
ergy company’s future.

BP’s shares rose in London
Friday as investors began to
hope the company will now be
able to draw a line under the
spill and focus on the cleanup.

For more than two
months, Americans have en-
dured live television footage
of oil billowing from the un-
derwater leak. That image fi-
nally disappeared Thursday
evening, as valves on the new
seal were gradually closed,
choking off the flow from the
ruptured well.

“This is a landmark event,”
said Dan Yergin, chairman of
HIS Cambridge Energy Re-
search Associates. “It means
that an infinite problem has
become finite.”

The first of two relief
wells being drilled to perma-

Please turn to page 7

BY ANGEL GONZALEZ

Siemens,
Nokia eye
Motorola
network

Motorola Inc. is nearing a
sale of the bulk of its wireless-
network equipment business
to Nokia Siemens Networks
for $1.2 billion, people famil-
iar with the matter said. An
announcement could come as
early as Monday, the people
said.

NSN—a joint venture of
Nokia Corp and Siemens
AG—has made no secret of its
ambitions to enter the U.S.
market. Last year, it bid for
two units of the bankrupt
Nortel Networks Corp., only to
lose the bulk of the wireless-
equipment business to Erics-
son and Nortel’s metro ether-
net unit to Ciena Corp.

Motorola’s network would
give NSN an installed base at
the top U.S. wireless carriers
and cable companies, includ-
ing Verizon Wireless and
Sprint Nextel Corp.

Motorola would still keep
its so-called “push to talk”
technology used in phones
with two-way radios, but the
sale of the network-equipment
division would mark Motor-
ola’s departure from a busi-
ness that took off largely
thanks to inventions it origi-
nated.

AIG looks to ex-Pru head
to ready AIA for listing

American International
Group Inc. is planning to
name Mark Tucker, a former
chief executive of Prudential
PLC, as the new head of over-
seas life-insurance unit AIA
Group Ltd., according to peo-
ple familiar with the matter.

AIG is aiming to raise as
much as $23 billion from
share sales of AIA to strategic
investors and to the public in
a Hong Kong offering by late
October or early November,
the people said. The cash will
go to the Federal Reserve
Bank of New York, which
holds a stake in AIA and has
been AIG’s top creditor since
a federal bailout of the insur-
ance giant in 2008.

Mr. Tucker helped build

out Prudential’s Asian fran-
chise in the 1990s and was
group chief executive of the
U.K. company from early 2005
until September 2009.

Separately, AIG Friday
agreed to pay $725 million to
settle a long-running securi-
ties lawsuit alleging that the
company several years ago
engaged in insurance bid-rig-
ging and inflated its stock
price and insurance reserves.

The settlement, which re-
quires the approval of a fed-
eral judge in New York, re-
quires AIG to pay $175 million
within 10 days of gaining pre-
liminary court approval for
the deal. The other $550 mil-
lion would be paid later — it
is unclear if AIG will be able

to raise the $550 million be-
fore the settlement gets final
court approval. The settle-
ment includes a stipulation
that the company has to pay
the $550 million if it raises
that amount on behalf of the
U.S. Treasury.

The agreement with the
lead plaintiffs in the lawsuit, a
group of Ohio pension funds
represented by the state’s at-
torney general, ends a pro-
tracted legal fight that began
after former New York Attor-
ney General Eliot Spitzer in
2005 accused AIG and then-
Chief Executive Maurice
“Hank” Greenberg of a variety
of misdeeds, leading to Mr.
Greenberg’s departure.

Full article on page 23

� Motorola had been pressed
to invest in the division .... 23

The smile of a winner—South Africa’s Louis Oosthuizen hugs his
trophy after winning the British Open Golf Championship on the
Old Course at St. Andrews, Scotland, Sunday. Article on page 32

Oosthuizen’s Open arms

Associated Press

More energy.
Fewer emissions.
With technology,
we can do both.
Learn how we’re addressing
the global energy challenge at
exxonmobil.com
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Justifying India’s premium gets harder
The upside to India’s closed econ-

omy is nearing a tipping point. Inves-
tors must decide what they should
rightly pay for it.

It is no secret that Indian stocks
are the most expensive in Asia. At
17.6 times forecast 2010 earnings,
they are trading at a 34% premium to
the region, according to Citi Invest-
ment Research. Both the multiple
and the premium are in line with his-
torical levels.

The root of this higher valuation
lies in the country’s relatively insu-
lated economy. A domestic orienta-
tion means growth can withstand
global downswings that hit Asia’s ex-
porters.

In 2009, India’s economy grew
5.7%, even as the global economy
shrank 0.6%, according to the IMF.
Critically, this translated into a 3%
drop in earnings last year, says Mor-
gan Stanley, compared with a 40%
drop in the rest of the world.

But this very appeal could eventu-

ally dilute India’s premium. New
Delhi has been easing investment re-
strictions since 1991, drawing many
foreigners and fostering growth of
new domestic companies. While that
will help expand the economy, lifting
India’s millions of barely surviving

poor into a consuming class won’t
happen overnight.

In the meantime, new competi-
tors are eroding incumbent busi-
nesses’ market shares, with price
wars whittling down their profit
margins. Take Bharti Airtel, the
market-share leader in the telecom
sector. As India has opened up its
telecom market, Bharti’s competitors
doubled in number over the past four
years. As a result, average revenue
per user has been halved.

Similarly, Hindustan Unilever,
which until 2008 held 52% of the
soap market, is now locked in a
price war with outsiders such as
Proctor & Gamble and domestic up-
starts with low-cost structures and
cheap product lines. Its share
dropped two percentage points in
2009, Euromonitor says. And Mac-
quarie Research forecasts that
growth in earnings per share will
slow to an average of 8% over the
next two years, from the 16.5%

growth it averaged between 2005
and 2009.

Inflation, meanwhile, has become
a serious problem, but competitors
can’t pass on higher input prices. At
Nestlé India, a 21% rise in expenses
in the March quarter kept profit
growth at just 2.5%.

True, erosion of India’s market
premium will be a long-term process.
In stock investors’ minds, a fast-
growing market and stable democ-
racy—with a billion-plus population
shifting to more-affluent life-
styles—give India an edge over other
developing economies. China can
claim the same strong growth levels,
but valuations there—12.7 times ex-
pected earnings—factor in the risk of
policy surprises from Beijing. And In-
dia’s lingering protectionism shields
some established brands, particularly
in sectors such as media and retail.

The edge India enjoys, though,
will get harder to justify.

—Harsh Joshi

Food for thought for agribusiness Venture capital still in drought

It was awfully quiet in the Citi
Friday. At least, that is, when CLSA
analyst Mike Mayo complained on
the bank’s earnings call that he
hadn’t been able to meet with top
executives in 20 months. While an-
alysts often lobby for access, Mr.
Mayo’s pleas were notable given
his long history with the bank.

In 2002, he noted in reports
that Citigroup had shut him out.
And in 2007, he publicly called for
then-CEO Chuck Prince’s resigna-
tion. On Friday, Mr. Mayo reminded
now-CEO Vikram Pandit that he
had asked for a meeting when the
two recently bumped into each
other in Boston. Mr. Pandit ignored
the entreaty and answered a ques-
tion about asset growth. Mr. Mayo
then ended his questions saying, “I
look forward to coming in to meet
with someone there at some
point.”

That was met with silence. No
doubt, though, it isn’t the last Citi-
group will hear from Mr. Mayo.

Will agriculture prove to be the
hot new sector of the 21st century?

With an estimated 9.2 billion
mouths to feed by 2050, up from 6.8
billion now, and growing demand
from wealthier emerging-market
consumers for a high-protein diet,
the challenge of feeding the world
looks daunting. In theory, that
should provide a huge secular boost
to agribusiness stocks over coming
years. But it will still require inves-
tors to have an appetite for risk.

Growing demand for food isn’t in
doubt. In 2008, there already were
915 million undernourished people
around the globe, according to the
United Nations’ Food and Agriculture
Organization. Prices for basic crops
like maize, rice and wheat soared be-
tween 2006 and 2008, reaching their
highest levels in 30 years and trig-
gering riots in some countries.
Prices have since fallen back as a re-
sult of the financial crisis, but the
focus is firmly on food security.

Changes in diet in the developing

world also will put pressure on agri-
cultural production. If Chinese con-
sumers were to match the diet of
their South Korean counterparts,
global meat consumption would rise
9%, according to BlackRock, which
is creating a world agriculture fund.

The fund manager believes that
once such changes in diet start, they
prove irreversible, implying greater
grain production to feed livestock
and greater use of technology to
boost crop yields. At the same time,
planned increases in biofuel output
will cut the amount of land available
for food.

Output is set to rise the most in
emerging-market countries but will
require investment to increase crop
yields. That should favor companies
that supply agricultural equipment
and inputs such as fertilizer, as well
as farming businesses themselves.

Even so, investors looking to play
these trends need an appetite for
risk. Emerging-market investments
and cyclical sectors such as chemi-

cals are notoriously volatile, and
farms may face funding problems
given the battered banking system.

Investment in agriculture is un-
likely to be about reaping a quick
harvest: Over the longer term, the
returns may look tastier.

—Richard Barley

The only way to break some hab-
its is to hit rock bottom.

Such might be the solution for
venture-capital firms, which make
equity investments in early-stage
growth companies. The industry
rode high up to and during the dot-
com boom but has suffered a vicious
cycle of losses since the bubble
burst. Fund raising has now come to
a near halt. Thomson Reuters esti-
mates U.S. venture-capital funds
raised just $1.9 billion in the second
quarter. By comparison, in the same
period of 2000, the peak year, funds
raised $33 billion.

It isn’t just investors who are
walking away. Many venture-capital
money managers who joined the
game after the ’90s have never had a
big payday. A decade without per-
formance fees is no incentive to keep
digging for deals.

Counterintuitively, this shrinkage
could offer a glimmer of hope for
venture capitalists, as it should mean
less money is chasing deals. Yet hur-
dles remain. One key to success dur-

ing the technology boom was the
chance to take early-stage companies
public. In 2000, some 263 venture-
backed companies had initial public
offerings, Thomson Reuters says.
Even in 2007’s bull market, only 86
such firms had IPOs, and just 26
have gone public in 2010.

This drought isn’t likely to end
soon. The market for small-cap
stocks has become less liquid as
many regional investment banks that
specialized in fledgling companies
have shuttered. Sarbanes-Oxley re-
porting requirements have also
added several million dollars to the
annual cost of being listed, signifi-
cant for firms on the cusp of profit-
ability.

Venture capital might not see an-
other golden age unless a new sector
with true growth prospects emerges.
Barring that, investors who once al-
located fixed amounts to venture
capital will become a thing of the
past. The sector could shrivel, losing
its status as an asset class alongside
private equity. —John Jannarone

Source: Citi Investment Research
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Investors will soon be stressing growth
rather than euro zone’s stress tests

“Europe will
certainly overcome
its difficulties,”
says Chinese
Premier Wen
Jiabao, a man who

should know a thing or two about
how to get a tired old economy
moving. “The poor old euro area
has hardly got going,” says David
Owen, Chief European Financial
Economist at Jefferies
International, a man who has his
finger on the pulse of the euro-
zone economy.

It’s not easy to come up with a
definitive view of the state of
things in the European economy
(or economies, if you prefer a
disaggregated view). One reason
is that the powers-that-be issue
studiedly optimistic reports about
the progress being made to cope
with the problems unleashed by
the discovery that Greece had
been economical with the truth in
reporting its deficits.

Take the stress tests now being
conducted on 91 banks in 20
countries, with the results, or at
least some of them, to be
published on Friday after the
markets close. Somehow, before
the results are in, International
Monetary Fund Managing Director
Dominique Strauss-Kahn has
divined that Europe’s “banks are
solid enough to resist shocks that
could result from a state in crisis.”
Any shot big enough to matter —
the heads of the European and
Italian Central Banks among
others — is equally confident that
the banks will meet the still-secret
soundness criteria set out in these
still on-going tests. To his credit,
Olli Rehn, European economic and
monetary affairs commissioner,
concedes that the stress tests
might reveal “pockets of
vulnerability.”

There is some reason for

optimism. The financial seas are
undoubtedly calmer than they
were a few months ago, in part
because of backup financing that
might be made available by newly
established EU facilities. But a
look ahead is hardly reassuring.
For one thing, it is hard to

imagine there will not be several
shocks to an already stressed
financial system. A partial default
by Greece, unless or perhaps even
if its €110 billion multilateral
support package is renewed in
2012. Or more bad news about the
state of the U.S. recovery. Or an
uprising by German voters tired of
financing the profligacy of their
euroland colleagues. Or a
conflagration in the Middle East if
Israel decides to damage Iran’s
bomb-making facilities.

Such shocks are not the only
worry. Europe’s banks have to roll

over some €1.5 trillion ($1.9
trillion) in debt by the end of
2012, and will be competing for
investor favor with U.S. banks that
must refinance $1.3 trillion, and
sovereign governments that must
raise billions more. It is one thing
for investors to cough up the odd
billion, as they did recently when
they bought some short-term
Greek debt (€1.625 billion of six-
month Treasury bills at an
average yield of 4.65%), and €3
billion of Spanish 15-year
government bonds, albeit at high
premiums. It is quite another to
make trillions rather than billions
available to these troubled
financial institutions.

Indeed, banks in Spain and
elsewhere have had to rely on the
European Central Bank for
funding. Spain’s prime minister,
José Luis Rodríguez Zapatero, has
tried to reassure markets by
predicting that his economy will
grow next year, and announcing,
in another exercise in prescience,
that the stress tests “will
reestablish the confidence of
capital markets, thus permitting
the normalization of credit.”
Meanwhile, banks in several euro-
zone countries have been frozen

out of the interbank lending
market, and the risk premium
investors are demanding for
lending money to Spain is at the
highest level since 1999, when the
euro replaced the peseta and
other national currencies.

In the end, the stress tests will
fade in importance as the summer
passes, to be replaced by a more
important factor: expectations
concerning the performance of
Europe’s economy. Mr. Wen is
among the optimists, and backed
his words with a €400 million
purchase of 10-year Spanish
bonds, encouraged in part, he
says, by the bounce in the euro.

But he is a special kind of
investor. Like others, he has
invested in euroland debt for a
return that the market feels
compensates for the risk. But
unlike other investors, he gets
three bonuses: political goodwill
that he can spend when
circumstances warrant; a stronger
euro (boosted 6% say some
analysts) that increases the value
of China’s massive euro holdings,
guesstimated at €630 billion; and
increased competitiveness of his
country’s exports in European
markets.

Other, less-politicized investors
have fewer reasons to hop on the
pro-euro bandwagon. Both the
Economist Intelligence Unit and
Jefferies are guessing that overall
area growth will come in at an
uninspiring 0.7% and 0.8% this
year and next, respectively, as
austerity reduces demand and a
stronger euro reduces exports.
That makes debt service and
repayment more difficult. So
ordinary investors with none of
the pluses available to Mr. Wen
might demand sky-high rates in
return for their cash, and
certainly will if the stress tests
prove to be as straightforward
and transparent as Greek
accounting practices have been.

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

Hudson Institute.

Reasons to be cheerful: Angela Merkel, left, and Wen Jiabao, center
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Autos

n Daimler showed a swing to
profit and strong sales in its auto
division in an early release of sec-
ond-quarter results. Earnings be-
fore interest and taxes, including
special items, rose to €2.1 billion
($2.71 billion), €1.38 billion of
which came from Daimler’s luxury
brand, Mercedes-Benz Cars.

n Toyota will develop an electric
sport-utility vehicle, the RAV4, us-
ing Tesla’s battery technology.
n Toyota said it will build a sec-
ond auto assembly plant in Brazil,
speeding up its shift in focus to-
ward emerging markets.

n General Motors’ commercial
microvan joint venture in China
unveiled its first passenger sedan
as part of an effort to introduce a
new low-cost car brand in China.

n In China, a strike has shut
down another factory that sup-
plies Honda amid protests by
workers for higher wages.

i i i

Aviation

n Boeing’s long-anticipated 787
Dreamliner touched down on Brit-
ish soil, tipping its wings to the
crowd and building buzz at the
Farnborough International Air-
show, the aerospace industry’s
biggest annual tradeshow, which
begins on Monday.

n Dubai’s Emirates Airline will
announce on Monday an order for
more than 30 Boeing 777 jetliners,
with a catalog value of more than
$7 billion, according to a person
familiar with the transaction.

n Boeing plans to decide on the
future of its 777 aircraft next year
after first charting a course for its
top-selling 737 single-aisle range,
said Jim Albaugh, president and
CEO of the Boeing Commercial
Aircraft unit.

n Airbus won’t sell planes unprof-
itably to win a $35 billion Penta-
gon contract for aerial tankers,
said Louis Gallois, chief executive
of its parent company, EADS.
EADS and Boeing are battling to
sell the U.S. Department of De-
fense 179 refueling planes.
n Gallois also said Airbus won’t
announce a decision on whether it
will offer new engines on its pop-
ular single-aisle jetliners at the
Farnborough Air Show.

i i i

Banking

n Bank of America said second-
quarter net profit fell 3.1% to
$3.12 billion and warned that fi-
nancial-overhaul legislation could
cost it as much as $4.3 billion a
year in lost revenue, plus a one-
time charge of between $7 billion
and $10 billion.

n Citigroup reported a second-
quarter profit of $2.7 billion, beat-
ing analysts’ expectations, but rat-
tled investors with sluggish ex-
pected revenue growth, a product
of the bank’s more risk-averse
profile after its near-death experi-
ence in 2009.

n U.S. regulators closed six more
banks in three states as the con-
tinued weakness in the economy
and the aftereffects of the finan-
cial crisis continued to weigh on
smaller banks. Federal regulators
said banks in Florida, Michigan

and South Carolina have failed,
bringing the 2010 total to 96. The
pace of failures this year has
nearly doubled that of 2009, when
140 banks were shuttered.

n Bilbao Bizkaia Kutxa, a mid-
sized Spanish savings bank, has
won a central bank auction for Ca-
jaSur, a troubled Church-con-
trolled lender that panicked finan-
cial markets when it was seized
by the regulator in May.

n Deutsche Bank said it has hired
Henry Cai as its Asia corporate-fi-
nance chairman, the latest senior
hire in the region by foreign
banks seeking to ramp up opera-
tions in the fast-growing region.
Deutsche Bank CEO Josef Acker-
mann warned that the war for tal-
ent in Asia is causing a bubble in
bankers’ compensation that could
damage the culture in Asian finan-
cial services.

n Agricultural Bank of China is
sharply reducing the fees it plans

to pay underwriters for the Hong
Kong portion of its huge initial
public offering, two people famil-
iar with the situation said.

i i i

Conglomerates

n General Electric’s second-quar-
ter net profit rose 16% to $3.11 bil-
lion—the first time the company
saw its profit rise since the
depths of the financial crisis. The
profit gains were driven by the
conglomerate’s GE Capital divi-
sion, as credit losses continue to
cycle down. The outlook for GE’s
industrial businesses, which tend
to lag behind improvements in the
broader economy, is less certain.

i i i

Financial services

n AIG is planning to name Mark
Tucker, a former chief executive of
Prudential PLC, as the new head
of its overseas life insurance unit
AIA Group as it moves toward an

initial public offering for AIA this
fall, according to people familiar
with the matter.

n AIG agreed to pay $725 million
to settle a long-running lawsuit
alleging that the company several
years ago engaged in insurance
bid-rigging and inflated its stock
price and insurance reserves.

n The SEC split in its decision to
settle its landmark lawsuit against
Goldman Sachs in a dispute over
the agency’s move to levy a $550
million. The 3-2 decision on party
lines came after the SEC’s two Re-
publican commissioners voted
against settling, said people famil-
iar with the matter.

i i i

Health

n Carlyle and TPG Capital are
close to acquiring Australian pri-
vate hospital operator Health-
scope for at least $1.5 billion, peo-
ple familiar with the matter said.

i i i

Metals and mining

n Zijin Mining Group is under
fire from regulators after acidic
wastewater from a copper-pro-
cessing plant streamed into a
river in China’s southeastern Fu-
jian province, killing fish stocks
and angering local residents.

i i i

Pharmaceuticals

n The FDA questioned the benefit
of using Roche’s top-selling cancer
drug, Avastin, for breast cancer.

i i i

Technology

n Motorola is nearing a sale of
the bulk of its wireless-network
equipment business to Nokia Sie-
mens Networks for $1.2 billion,
people familiar with the matter
said. An announcement could
come as soon as Monday.

n Apple acknowledged that the
iPhone 4 loses signal strength
when held a certain way, and said
it will give iPhone 4 owners a free
protective case to alleviate the an-
tenna-reception issues.
n Steve Jobs, Apple’s CEO, de-
fended the iPhone 4 against com-
plaints regarding its antenna de-
sign, arguing the problem isn’t
unique to his company’s device.
n Motorola’s CEO shot back at
Jobs’s claims, saying it is “disin-
genuous” to suggest all phones
share the iPhone’s vulnerability to
antenna-related problems.
n RIM’s co-CEOs said the claims
appeared to be “deliberate at-
tempts to distort the public’s un-
derstanding of an antenna design
issue and to deflect attention
from Apple’s difficult situation.”

n Google said it bought Metaweb,
an Internet information database
start-up, in order to improve its
core Internet-search business.

n Sony Ericsson posted a net
profit of €12 million ($15.5 mil-
lion)—its second consecutive
quarterly profit—as strong sales
of newly launched mobile phones
in the second quarter helped re-
verse heavy year-earlier losses.

n Sage Group appointed its Euro-
pean and Asian boss Guy Berruyer
as its new chief executive to suc-
ceed Paul Walker, who has been at
the helm of the U.K.’s biggest soft-
ware firm for 16 years.

n AMD posted a 40% jump in sec-
ond-quarter revenue on strong de-
mand for chips used in laptop
computers, though the company
posted a $43 million net loss due
to costs associated with a manu-
facturing spinoff.

n Dell said the computer maker
and its founder are getting closer
to settling investigations by U.S.
regulators concerning their ac-
counting for deals with Intel.

i i i

Telecommunications

n Telefónica said it wouldn’t ex-
tend its $9.2 billion offer for Por-
tugal Telecom’s stake in Brazil’s
Vivo Participacoes after a drawn-
out bidding process.

BUSINESS WATCH

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

China National Petroleum Corp. said it would do all it could to minimize the effects of oil-pipeline explosions that rocked
the Chinese port city of Dalian over the weekend, sparking fires that blazed for 15 hours before being put out and
causing a huge oil slick, which workers are shown attempting to stop from seeping further into the Yellow Sea.

Agence France-Presse/Getty Images

China’s largest oil producer pledges to limit impact of pipeline blasts
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Designer drugs baffle
European authorities

Europe is grappling with a flood
of powerful and sometimes lethal
new narcotics that are often legal
when they first appear because au-
thorities have never seen or banned
them before.

With catchy nicknames like
Meow Meow, Spice and NRG-1, the
drugs are often sold online as “legal
highs.” They typically come in pow-
der form and can be snorted, licked
or packed into tablets and create
highs that mimic drugs ranging
from cocaine to ecstasy, which some
narcotics experts say has become
less available amid a world-wide ef-
fort to blunt production.

The drugs have been blamed for
the deaths of two young people in
the U.K. and Sweden, and authori-
ties say they may have contributed
to as many as 30 deaths in the U.K.
in recent years. With some drugs
selling for about €15,000 ($19,000) a
kilogram, producers and dealers
stand to profit.

“Some of these compounds have
been known for quite some time in
scientific literature but not on the
streets,” said Simon Brandt, of Liv-
erpool John Moores University in
the U.K. Many of the new com-
pounds are quite pure, suggesting
that the people making them are so-
phisticated chemists with modern
equipment, he said.

European countries are scram-
bling to crack down. The U.K., Swe-
den and Germany all recently
banned one of the most popular
drugs, mephedrone, or Meow Meow,
which first appeared in 2007. The
U.K. last week announced a ban on
naphyrone, or NRG-1, which sur-
faced after the mephedrone ban.

But authorities are having a hard
time keeping up with all the new
concoctions. As soon as one is
banned, another appears, they say.
Last year, 24 new “psychoactive
substances” were identified in Eu-
rope, almost double the number re-
ported in 2008, according to the Eu-
ropean Monitoring Centre for Drugs
and Drug Addiction, which keeps
European Union policy makers in-
formed on the state of drug use.

European authorities say some
of the drugs are cooked up in China,
where they say lax control of chemi-
cals makes it easier for manufactur-
ers to obtain the raw ingredients.

Yan Jiangying, of China’s State
Food and Drug Administration, said
China classifies mephedrone and na-
phyrone as chemical products, not
as narcotics. Materials classified as
narcotics are controlled by the
SFDA, she said, with regulations
over their export. The agency pub-
lishes a list of regulated drugs but
doesn’t have responsibility for regu-
lating all chemical products.

Ms. Yan said the SFDA is aware
of reports on the concerns about
substances such as mephedrone and
naphyrone. She said the SFDA keeps
in close contact with international
narcotics-control authorities and
will continue to cooperate in the
fight against drug crimes.

European dealers and users buy
the new drugs online, paying by
credit card, before receiving them in
the mail. Les Iversen, chairman of
the U.K. government’s Advisory
Council on the Misuse of Drugs said
this month customs officials at

Heathrow Airport recently seized
shipments of white powder from
China that were labeled as glucose
but turned out to be mephedrone.
The packages were addressed to pri-
vate homes in the U.K., he said.

A number of firms describing
themselves as Chinese offer
mephedrone and other so-called de-
signer drugs for sale online. Before
they are banned, some of the new
drugs can be found in Europe in
shops selling drug paraphernalia. To
protect themselves from possible li-
ability, many sellers advertise the
products as “plant food,” “bath
salts” or “pond cleaner” not meant

for human consumption, but buyers
know this is a ruse.

Gareth Balmer, who works for a
charity in Dundee, Scotland, that
counsels users about the harms of
drugs, said he started hearing about
mephedrone in 2007. “Very quickly
we heard about people getting in
trouble with it—palpitations, rapid
heartbeat, anxiety,” he said.

Once mephedrone was banned in
April, use dropped off among young
teenagers, but older teens don’t
seem bothered by its illegal status,
Mr. Balmer said.

—Kersten Zhang in Beijing
contributed to this article.

BY JEANNE WHALEN Mephedrone
Also known as Meow Meow, Drone and M-Cat.
Similar to amphetamines. Responsible for at
least two deaths in Europe. Now banned in
most European countries.

Naphyrone
Also known as NRG-1. Similar to amphetamines.
The U.K. this week announced a ban on it.

BZP
Manufactured from piperazine, a substance
used to treat intestinal roundworm infestations.
BZP was investigated in the 1970s as a
potential antidepressant, but the work was
abandoned when it was found that the drug had
stimulant properties similar to amphetamines.

Sources: European Monitoring Centre
for Drugs and Drug Addiction; U.K.
Advisory Council on the Misuse of Drugs

Deadly highs | European authorities are fighting an influx of new drugs

Spice
A synthetic cannabinoid, similar
to cannabis. It is sprayed on
herbal leaves and smoked.
Banned in most of Europe.

MDAI
First developed as an
experimental antidepressant
by scientists at Purdue
University. Never licensed for
medical use. Similar to MDMA,
better-known as ecstasy.
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i i i

Europe

n Negotiators for the Interna-
tional Monetary Fund and Euro-
pean Union walked away from
talks with Hungary over the week-
end, saying Budapest needs to do
more to shrink its budget deficit
before it can get any more bailout
money—in a move likely to alarm
markets already suspicious of the
new populist government’s com-
mitment to spending cuts.

n The Basel Committee on Bank-
ing Supervision, a group of policy
makers from 27 countries, said it
would present a set of “concrete
recommendations” later this
month in a bid to fortify the bank-
ing system and avoid a repeat of
the recent financial crisis. The
package likely will require banks
to thicken their capital buffers,
hold more liquid funding, and cut
down on their use of leverage.

n The Vatican defended recent
revisions to its policies for inves-
tigating and disciplining priests
accused of sexual abuse after crit-
ics said the new measures weren’t
tough enough to stem the abuse.
In an address on Vatican Radio,
Vatican spokesman Federico Lom-
bardi said the new measures are
“necessary, but they’re not every-
thing,” stressing the Vatican
planned to take further steps to
fight sex abuse.

n U.K. Prime Minister David
Cameron will seek to flesh out his
vow to build a “big society” in a
speech Monday, promising to pro-
vide cash from dormant bank ac-
counts to encourage charities and
community groups to deliver local
services.

n U.K. house prices fell in July
from the previous month as the
number of new sellers outnum-
bered potential buyers, adding
weight to forecasts that after
gaining in the first half of 2010,
house prices will end the year lit-
tle changed from January, accord-
ing to a survey by Rightmove pub-
lished Monday.
n Retail sales in London rose at
the strongest annual rate in more
than three and a half years in
June, a sign that shoppers in the
capital are more upbeat about the
economy than in the rest of the
U.K., according to the British Re-
tail Consortium.

n Louis Oosthuizen won his first
major golf championship with a
dominating seven-stroke victory
at the British Open. Oosthuizen, a
27-year-old South African who
had only made one cut in his pre-
vious eight majors, blew away the
field at St. Andrews for an easy
and surprising victory.

n In the U.K., five companies
were fined a total of £9.5 million
($14.5 million) for their involve-
ment in a massive fire and explo-
sion at the Buncefield oil storage
depot in Dec 2005.

n Spain’s leading opposition party
said the parliament is to debate
barring the use of burqas in pub-
lic, joining other European coun-
tries considering similar moves on
the grounds that such garments
are degrading to women.

n In Germany, Ole von Beust, a
state governor from Chancellor
Angela Merkel’s party, announced
his resignation, becoming the
sixth conservative state leader to
leave office in the last 10 months.

n Global funding to combat HIV/
AIDS essentially flattened in 2009
as the economic crisis forced gov-
ernments in major industrialized
countries to scale back their con-
tributions, according to a report.

i i i

U.S.

n Doug Suttles, BP’s chief operat-
ing officer, said testing of a new
containment system on the com-
pany’s leaking Macondo well could
continue indefinitely, raising the
possibility that no more oil will
gush into the Gulf of Mexico until
the Deepwater Horizon spill is
permanently killed by a relief well
in mid-August.
n Thad Allen, the top U.S. govern-
ment official overseeing the oil-
spill response effort, said that the
test of the new containment sys-
tem could be extended in 24-hour
increments, as long as careful ob-
servation by the company and U.S.
scientists determines there is no

irreversible damage done to the
well or the seafloor.

n The White House is intensify-
ing its attacks on Republicans, af-
ter Democratic leaders on Capitol
Hill publicly criticized the admin-
istration for not doing more to
help Democrats trying to retain
their congressional majorities.
n President Barack Obama ac-
cused “a partisan minority in the
Senate” of blocking legislation
aimed at helping small businesses
and the unemployed.
n Vice President Joe Biden, dis-
cussing November’s midterm elec-
tions on ABC’s “This Week,” de-
clared: “We’re going to shock the
heck out of everybody. I am abso-
lutely confident.”
n Sen. Mitch McConnell (R., Ky.),
the Senate Minority Leader, said
any extension of unemployment
benefits should be offset with
spending cuts. “We’re all for ex-
tending unemployment insur-
ance,” he told CNN. “The question

is, when are we going to get seri-
ous” about the surging deficit.

n The Senate Foreign Relations
Committee will hold a hearing on
Scotland’s decision last year to re-
lease convicted Lockerbie bomber
Abdel Baset al-Megrahi, the latest
example of how the Gulf of Mexico
oil spill has suddenly dredged up
old problems for BP. The hearing
comes as BP’s current problems in
the Gulf of Mexico have created a
cocktail of suspicion involving the
possibility that the U.K.-based oil
giant may have helped secure al-
Megrahi’s release.
n News of the hearing comes
ahead of Prime Minister David
Cameron’s first official visit to
Washington this week. Ahead of
that visit, both the Scottish and
U.K. governments have denied
suggestions that BP influenced
Scottish Justice Secretary Kenny
MacAskill’s decision to release al-
Megrahi in August 2009.
n The Scottish government said

it is prepared to assist with the
upcoming inquiry, and reiterated
that negotiations between the U.K.
and Libya over the prisoner trans-
fer agreement had no bearing on
Scotland’s separate decision to re-
lease al-Megrahi on compassion-
ate grounds.

i i i

Americas

n In Northern Mexico, gunmen
stormed a party and massacred 17
people, authorities said.

i i i

Asia

n The U.S. State Department is
voicing growing concern about
China’s proposed sale of two nu-
clear power reactors to Pakistan,
an issue that could complicate
Washington’s efforts to strengthen
cooperation with Pakistan.

n In Afghanistan, international
backers of the Afghan government
will push forward at their latest
conference starting Tuesday with
ambitious plans to disburse bil-
lions of dollars in aid through Af-
ghan ministries instead of foreign
aid organizations.

n In Iran, a Sunni insurgent
group said it carried out a double
suicide bombing against a Shiite
mosque in the country’s southeast
to avenge the execution of the
group’s leader.

n Chinese Premier Wen Jiabao
reiterated the government’s com-
mitment to maintain stable poli-
cies and reaffirmed that the do-
mestic economy is developing in
the direction targeted by the mac-
roeconomic controls.

n Xue Feng, a U.S. geologist con-
victed this month of trading in
Chinese state secrets, has ap-
pealed to a Beijing court to over-
turn his eight-year sentence. Ap-
peals in China rarely succeed, and
Xue’s lawyer said he is unsure
how the court will respond.

n Hong Kong passed a minimum-
wage law, a rare departure from
the wealthy Chinese financial
hub’s free-market philosophy that
union leaders hailed as a victory
for the territory’s underpaid
working class.

i i i

Middle East

n Iraq’s oil minister urged inter-
national oil companies to move
swiftly with implementing their
newly awarded contracts in the
country, while assuring them they
have the government’s full sup-
port in dealing with any obstacles.

n In Iraq, two suicide attacks tar-
geting Sunni militia members
loyal to the Iraqi government
killed more than 45 people.

i i i

Australia

n Australian Prime Minister Julia
Gillard launched her election cam-
paign as polls indicated a close
vote and a tough test of the ruling
Labor party’s fortitude after a
number of political setbacks. Gil-
lard set an Aug. 21 election date.

WORLD WATCH

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

Baroness Catherine Ashton, the European Union’s foreign-policy coordinator, looks at a model of the Dome of the Rock
mosque made by a Palestinian boy at a U.N. day camp in Gaza City. Ashton visited the Gaza Strip to gauge the impact of
Israel’s easing of its embargo on the Hamas-ruled territory, and called on Israel to throw open Gaza’s borders.

Associated Press

In Gaza visit, EU foreign-policy chief calls for open borders
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IMF pulls out of Hungary loan talks
Negotiators for the International

Monetary Fund and European Union
walked away from talks with Hun-
gary over the weekend, saying
Budapest needs to do more to
shrink its budget deficit before it
can get any more bailout money—in
a move likely to alarm markets al-
ready suspicious of the new populist
government’s pledge to cut spend-
ing.

After almost two weeks of meet-
ings with senior Hungarian officials,
the IMF and EU teams on Saturday
called an abrupt halt to the discus-
sions and said Hungary couldn’t
have access—for now, at least—to
the remaining funds in a 20 billion
euro ($25.9 billion) loan package se-
cured in late 2008 to rescue the
country from a financial meltdown.

The rebuke to Hungary repre-
sents a stern warning to govern-
ments across Europe that the IMF
and EU don’t intend to tolerate
backsliding by borrowers on budget-
cutting measures. The decision,
which effectively withdraws the in-
ternational safety net under Hun-
gary’s still-tentative recovery, also
risks unsettling currency and debt
markets.

“It’s surprising that the IMF is
willing to play such hard ball,” said
Timothy Ash, London-based head of
emerging-market securities at Royal
Bank of Scotland. “It’s a potentially
dangerous strategy. The global re-
covery is looking fragile and the Eu-
ropean economy in general is having
difficulties.”

He said he expected investor re-
actions to “get pretty ugly.”

Analysts predicted sharp drops
in the value of the Hungarian cur-
rency, the forint, as well as in Hun-
garian bonds once markets reopen
Monday.

The selloff could extend to assets
of other countries in the region,
such as Romania, that are struggling
to contain deficits and the euro.

Observers had been predicting
that the IMF and EU would reach a
deal with Budapest, if only for the
sake of stability. In early June, re-
marks by Hungarian politicians that
the budget deficit could balloon and
send the country following in the
footsteps of Greece, roiled markets,
pushing the euro to a four-year low
against the dollar and driving up the
cost of insuring government debt.

As the government in Budapest
sought to restore confidence after
that blowup and pledged to stick to
budget-deficit targets set in its in-
ternational loan agreements, IMF
and EU officials moved to reassure
markets that Hungary’s finances
were sound.

Olli Rehn, the European commis-
sioner for economic and monetary
affairs, at that time dismissed wor-

ries, saying: “The Hungarian crisis is
shadow boxing. It’s not a real cri-
sis.”

But Saturday, Mr. Rehn’s rhetoric
toughened. He said that for Hungary
to correct its “excessive deficit by
next year will require tough deci-
sions, notably on spending.”

The IMF and EU believe “fiscal
prudence is even more important
now, with all the euro-zone issues,”
said one official involved in the
Hungary negotiations. “It’s not the
time to backtrack. It’s very, very
clear. They need to stick to their
targets.”

Euro-zone countries, along with
the EU and IMF, have agreed to set
up a 750 billion-euro bailout fund to
restore confidence after major debt
problems in Greece threatened to
spread. The ability of the EU and

IMF to enforce fiscal discipline on
its borrowers is seen as important
in restoring investor confidence.

One of the IMF’s main tools for
encouraging compliance is to sus-
pend talks with borrowers and allow
a punishing market reaction to in-
crease the pressure on recalcitrant
governments. Both the IMF and EU
said they remained open to resum-
ing talks with the government at a
later date, after more progress had
been made in formulating a sustain-
able fiscal policy.

Hungary’s economy minister, Gy-
orgy Matolcsy, said in a statement
that, “the government will, of
course, continue talks with interna-
tional organizations, including the
IMF and EU.”

Hungary had been considered an
IMF success story. The fund, along

with the EU, kept the country afloat
amid a financial crisis in 2008,
when the government in Budapest
was unable to raise money on its
own. Under the terms of the loan,
Hungary moved to sharply reduce
government spending. It cut pen-
sions, raised the retirement age,
froze wages for government employ-
ees and pared various state-subsidy
programs.

The country hasn’t drawn any
money from IMF or EU credit facili-
ties so far this year, even though it
was qualified to do so. The country
also doesn’t need to raise more
funds this year, people familiar with
the situation said. And the Hungar-
ian economy is set to grow this year,
albeit by a small 0.6%, according to
the IMF.

After the markets’ punishing re-
action in June, Prime Minister Vik-
tor Orban backed away from sugges-
tions of fiscal easing and pledged to
stick to the 2010 deficit target set
with the IMF and EU of 3.8% of
gross domestic product.

Hungary is still expected to more
or less meet the target this year, an-
alysts and officials said.

Mr. Orban laid out a plan to keep
the budget gap under control by fur-
ther trimming state spending and
levying a hefty temporary tax on fi-
nancial institutions. The govern-
ment also said it intended to seek a
new standby lending agreement
when the current one expires later
this year.

But the IMF and EU weren’t sat-
isfied with the ability of Mr. Orban’s
plans to deliver durable results.
Christoph Rosenberg, the IMF’s mis-
sion chief for Hungary, character-
ized some measures being pursued
by the government, such as the
bank tax, as “ad hoc.”

—Margit Feher in Budapest
and Bob Davis in Washington

contributed to this article.

BY GORDON FAIRCLOUGH

Hungary’s Prime Minister Viktor Orban presents his government’s economic program to Parliament in Budapest June 8.
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U.K. house prices decline
LONDON—U.K. house prices fell

in July from the previous month as
new sellers outnumbered potential
buyers, adding weight to forecasts
that after gaining in the first half of
2010, house prices will end the year
little changed from January, accord-
ing to a survey by Rightmove due to
be published Monday.

Separately, retail sales in London
rose at the strongest annual rate in
more than 3½ years in June, a sign
that shoppers in the capital are
more upbeat about the economy
than in the rest of the U.K., accord-
ing to the British Retail Consortium.

But the trade association warned
that the powerful increases in retail
sales were unlikely to be sustained
due to uncertainty about the
strength of the economic recovery,
the planned January 2011 increase
in sales tax and looming public-sec-
tor job cuts.

The joint BRC and KPMG survey
showed the value of sales in compa-
rable stores in central London was
14.4% higher in June than in the
corresponding month last year, the
sharpest rise since October 2006
and far stronger that the 1.2% in-
crease seen across the U.K.

In May, sales were 10.8% stron-
ger on year in London and 0.8%
higher across the U.K., the BRC said.
Central London like-for-like sales
were 10.1% stronger in the second
quarter than in the year-earlier pe-
riod, but were unchanged for the
U.K. as a whole.

“These are impressive results,”
said Stephen Robertson, the direc-
tor-general of the BRC.

“Customers in the capital are
less pessimistic than the rest of the
U.K. and significantly less so than
this time last year,” he added.

The BRC said June’s hot weather
and sports events, such as the foot-
ball World Cup and Wimbledon ten-
nis tournament, meant fewer people
were out shopping in central Lon-
don, but the people who did hit the
stores spent more each visit.

Clearance sales helped pull in the
shoppers, while the comparative
weakness of the pound also contin-
ued to attract tourists, the trade as-
sociation said.

But Mr. Robertson added a note
of caution. “Economic uncertainty
combined with the [value-added
tax] increase and public-sector job
cuts on the way, suggest growth of
this magnitude is unlikely to con-
tinue,” he said.

The steep spending cuts and tax

rises announced in the British gov-
ernment’s recent emergency budget
are broadly affecting consumer sen-
timent and it appears that fears
over jobs and earnings—following a
public-sector pay freeze as well as
huge number of expected job reduc-
tions in the sector over the next five
years—are making Britons think
again before deciding to make a
large purchase such as buying a
house, economists say.

House prices in mid-July fell
0.6% on the month and were 3.7%
higher from a year earlier, according
to Rightmove’s latest index. The lat-
est data compare with a 0.3% rise
on the month and a 5% increase
from a year earlier in June.

The decline in asking prices
comes as around 30,000 new prop-
erties on average are being put up
for sale every week, a 45% increase
from July 2009. The number of po-
tential buyers, meanwhile, remains
low by comparison, with analysis
for the first six months of 2010
showing sellers outnumber mort-
gage approvals by 5 to 2.

The decline in asking prices is a
result of mixed pressures, with the
typical U.K. seasonal summer lull
weighing on prices as well as the
current oversupply of property on
the market, the survey says.

BY ILONA BILLINGTON
AND NICHOLAS WINNING

Governor resigns,
in a blow to Merkel

A German state governor from
Chancellor Angela Merkel’s party an-
nounced his resignation on Sunday,
becoming the sixth conservative
state leader to leave office in the
past 10 months.

The resignation will take effect
August 25, said Ole von Beust, the
mayor of the northern port city of
Hamburg. Interior Minister Chris-
toph Ahlhaus is set to succeed him.

The 55-year-old’s resignation
comes as another blow to the chan-
cellor, who has been rocked by sev-
eral abrupt resignations in the past
two months, among them the con-
servative president and two state
governors who also were deputy
chairmen of her Christian Demo-
crats. Mr. von Beust led the first co-
alition between Ms. Merkel’s Chris-
tian Democratic Union and the
Greens at the state level over the
past two years, which was widely
seen as a test for a possible coalition
at the national level.

Hamburg’s opposition leader, So-
cial Democrat Olaf Scholz, said the
coalition experiment has failed and

the time has come for new elections.
Mr. von Beust, mayor since 2001,

announced his resignation hours be-
fore the results of a referendum on
his government’s controversial edu-
cation overhauls were due to be an-
nounced. The latest polls indicated
voters may reject the overhauls. Mr.
von Beust said culture minister
Karin von Welck, who was responsi-
ble for the changes, is also stepping
down. However, the outgoing gover-
nor said he was resigning because it
was time to leave, after 32 years in
politics, and not because of the ref-
erendum.

For Ms. Merkel, his resignation
could be a new headache, and might
revive questions about her leader-
ship. Her center-right coalition had
a wobbly first months in office,
struggling to cope with the Euro-
pean sovereign debt crisis as the
government seemed paralyzed by in-
fighting.

Meanwhile, thanks to buoyant
domestic and international demand,
Germany’s industry should continue
to see positive development in the
coming months, the Economics Min-
istry said.

A Wall Street Journal Roundup

� The m,an at the top of Hungarian
banking—and football ......................... 10
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To protest hiring of nonunion help,
union in U.S. hires nonunion pickets

B ILLY Raye, a 51-year-old unem-
ployed bike courier, is looking
for work. Fortunately for him,

the Mid-Atlantic Regional Council of
Carpenters is seeking paid demon-
strators to march and chant in its
current picket line outside the
McPherson Building, an office com-
plex here where the council says
work is being done with nonunion
labor.

“For a lot of our members, it’s
really difficult to have them come
out, either because of parking or
something else,” explains Vincente
Garcia, a union representative who
is supervising the picketing.

So instead, the union hires un-
employed people at the minimum
wage—$8.25 an hour—to walk
picket lines. Mr. Raye says he’s
grateful for the work, even though
he’s not sure why he’s doing it. “I
could care less,” he says. “I am be-
ing paid to march around and sound
off.”

Protest organizers and advocacy
groups are reaping an unexpected
benefit from continued high jobless-
ness. With the national unemploy-
ment rate currently at 9.5%, an
“endless supply” of the out-of-work,
as well as retirees seeking extra in-
come, are lining up to be paid dem-
onstrators, says George Eisner, the
union’s director of organization. Ex-
tra feet help the union staff about
150 picket lines in the District of Co-
lumbia and Baltimore each day.

Online postings recruit paid ac-
tivists for everything from stopping
offshore drilling to defending the
Constitution. In California, one
group is offering to pay $10 and up
per hour to activists to hold signs in
demonstrations against foam cups
and plastic bags.

In Bellevue, Wash., the Faith and
Freedom Network plans to hire ac-
tivists for about $10 an hour next
month to promote statewide candi-
dates with Judeo-Christian values
for the fall elections, says Gary Ran-
dall, the group’s president. Recruits
will knock on doors and will be dis-
patched in large groups, hoping to
draw media attention, he says.

Pierce Hutchings, a Chicago busi-
nessman and baseball fan, staffed a
rally at Wrigley Field on the Cubs
opening day in April by posting an
ad on Craigslist offering $25 of his
own money to anyone willing to
show up. The cause? To protest
plans to erect a big Toyota advertis-
ing sign in left field. The sign drew
criticism from many Chicago resi-
dents and merchants who said it
would impede their rooftop views of
games. About 50 people showed up,
put on yellow “No Sign @ Wrigley”
T-shirts supplied by Mr. Hutchings,
and urged passersby to call their lo-
cal elected officials. The sign was
put up anyway.

While the money offers some re-
lief for the unemployed, plugging a
cause, even one that seems worthy,
can be dispiriting.

“I told one guy today that I was
fighting global poverty, and he
looked me in the eye and said, ‘I
don’t care,’” says Stephen Borlik, a
new college graduate posted outside
a D.C. subway stop recently as a
$13-per-hour street fundraiser for
CARE, the antipoverty nonprofit or-
ganization in Atlanta.

Mr. Borlik moved here in May af-
ter graduating from Central Michi-
gan University in Mount Pleasant.
He is living with his brother while
looking for a job. “It can be ex-
tremely frustrating sending out ré-
sumé after résumé and getting no
response. It almost makes you not
want to do anything.”

To keep his job at CARE, Mr.
Borlik says, he must hit a weekly
quota of new donors giving a mini-
mum of $20. A CARE spokeswoman
says “team members” in the organi-
zation’s “Face-to-Face” fund-raising
program have a goal of two new do-
nors per day.

In Atlanta, Timothy Baker, a 40-
year-old unemployed warehouse
worker, says his money-making
strategy has been to walk picket
lines for $8.50 an hour for the
Southeastern Carpenters Regional
Council. “It’s something to do until
you find something better.”

While many big unions, including
the International Brotherhood of
Electrical Workers, frown on using
nonmembers in picket lines, “we’re
not at all ashamed,” says Jimmy
Gibbs, director of special projects
for the Southeastern Council.
“We’re helping people who are in a
difficult situation.”

For four hours at the recent Mid-
Atlantic carpenters’ union protest in
D.C., about 50 picketers-for-
hire—some smoking cigarettes,
reading the paper, or on their
phones; a few leaning on
canes—walked in a circle outside
the McPherson Building. The place
is home to a Starbucks, a spa and
offices. “Some days, the beat is very
good,” said James Harff, chief exec-
utive officer of Global Communica-
tors LLC, a public-relations concern,
tapping one foot in his second floor
office. Other days, he can hardly
hear himself think.

“Low Pay! Go away!” and “That
Rat Gotta Go!” the union stand-ins
chanted as other workers banged
cow-bells and beat on a trio of

empty plastic buckets. Eric Will-
iams, a 70-year-old retiree who said
he needs extra cash to buy grocer-
ies, wore a sign saying that Can-Am
Contractors, a nonunion Maryland
drywall and ceiling concern, “does
not pay area standard wages & ben-
efits.”

The target of the campaign is the
Chicago School of Professional Psy-
chology, which is opening new class-

rooms on the second floor of the
McPherson Building, and is having
renovations done, including dry-
walling by Can-Am. “It is bizarre,”
says Lynne Baker, a school spokes-
woman, about the union’s hiring of
nonunion picketers.

Inside, Juan Flores, Can-Am’s
foreman, said his nonunionized
workers are paid fairly. Of the pro-
testers, he said, “I don’t blame

them—they need the money, but
they look like they are drunk or
something.”

The union’s Mr. Garcia sees no
conflict in a union that insists on
union labor hiring nonunion people
to protest the hiring of nonunion la-
bor. He says the pickets are not only
about “union issues” but also about
fair wages and benefits for Ameri-
can workers.

BY JENNIFER LEVITZ
Washington

A protester pickets a building contractor outside the McPherson Building in Washington last month.
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EUROPE NEWS

AIDS fight
shifts focus
to prevention

The global fight against HIV and
AIDS is moving into a new phase as
the high cost of treating millions of
people is forcing governments and
donors to focus more aggressively
on the difficult challenge of preven-
tion.

That transition, already conten-
tious, will be the crux of discussions
this week in Vienna where govern-
ment officials, health workers and
AIDS-advocacy groups will plan
AIDS policy for the coming years.

Over the past seven years, the
U.S. government has spent most of
$32.3 billion to put record numbers
of AIDS patients world-wide on life-
lengthening drugs, along with some
other disease efforts. But budget
pressures are forcing the Obama ad-
ministration to slow increases in
spending on AIDS and begin rework-
ing a program started by former
U.S. President George W. Bush know
as the President’s Emergency Plan
for AIDS Relief.

That program’s attention on
treatment hasn’t slowed the number
of new infections world-wide: 2.7
million people contracted the HIV
virus in 2008. More than five mil-
lion people are receiving drugs, and
an additional 10 million people need
treatment but can’t get it, according
to UNAIDS Executive Director
Michel Sidibe, who is calling for a
simplified and less-costly form of
treatment.

“We’re not going to treat our
way out of this problem, so we do
have to focus on prevention,” Ezek-
iel Emanuel, senior adviser for
health policy to the director of the
Office of Management and Budget,
said in an interview.

Two of the main themes at the
Vienna conference will be how to
cut the cost of treating patients
while expanding efforts at prevent-
ing its spread, according to attend-
ees.

On Monday, philanthropist Bill
Gates will propose goals for re-
vamping the delivery of AIDS treat-
ment drugs, because delivery costs
for these programs exceed costs of
the drugs themselves. “We need to

apply new innovation to get even
more out of every dollar of funding
that’s available,” he said. Mr. Gates
will also be among high-profile AIDS
donors trying to focus on preven-
tion, a relatively neglected side of
the AIDS battle that has historically
proved difficult.

Several recent positive develop-
ments are sparking optimism that
prevention methods can work.
Three studies in 2005 and 2006
showed that male circumcision can
reduce a man’s risk of HIV infection
by about 60%.

Health experts in Zimbabwe are
expected to detail Tuesday an ap-
proach to circumcising larger num-
bers of men more efficiently by us-
ing an assembly line. South African
researchers are expected to present
the results of a trial of a gel de-
signed to help women prevent HIV
infection. Meantime, results of a Ca-
nadian study published online Sun-
day by the British medical journal
Lancet found that new infections
plummeted in parts of Canada as
more people went on AIDS drugs,
which lowered the amount of virus
they had and the chances they
would spread it.

For every 100 people with HIV
who started taking AIDS drugs, new
infections dropped 3% in British Co-
lumbia, where the study was done.
Results were being presented at the
conference.

The focus on costs and preven-
tion is rooted in pressures the tough
economy has put on major econo-
mies and other large donors to glo-
bal health. Also at work is an
emerging shift in how the U.S.—the
largest funder of AIDS programs—is
approaching the disease.

The past seven years have been a
golden period in the fight against
AIDS. Launched in 2003, the Bush
program poured billions of dollars
into getting antiretroviral drugs to
HIV/AIDS patients around the world.

But that has left the Obama ad-
ministration in a bind. Maintaining
the program in its current form
means a cost to the U.S. that would
grow each year by amounts that
many health and government offi-
cials say are unsustainable, espe-
cially in the tough economy.

A new report shows global fund-
ing to combat HIV/AIDS essentially
flattened in 2009 as the economic
crisis forced governments in major
industrialized countries to scale
back their contributions.

The Group of Eight nations, the
European Commission, and other
donor governments donated $7.6 bil-
lion for AIDS treatment efforts in
2009, down slightly from $7.7 billion
in 2008 in dollar terms but closer to
flat given currency fluctuations, ac-
cording to a report prepared by the
Kaiser Family Foundation and the
Joint United Nations Program on
HIV/AIDS (UNAIDS).

Under the U.S.’s new global
health plan, which seeks to spend
$63 billion between 2009 and 2014
on global health, the U.S. has slowed
increases in funding for HIV/AIDS
programs while devoting more dol-
lars and attention to improving ma-

ternal and child health, attacking
neglected tropical diseases and im-
plementing other initiatives. Many
activists say that maternal and child
health can’t be improved in Africa
without bringing down HIV/AIDS
rates in mothers and preventing
them from transmitting the disease
to their children.

The Obama administration faces

an ethical obligation to continue
current patients’ treatment and is
under pressure to expand the pro-
gram to include millions more peo-
ple with AIDS. “It’s a great dilemma
and it’s already causing problems in
the administration,” said Princeton
Lyman, a former U.S. ambassador to
Nigeria and South Africa.AIDS activ-
ists plan to press the administration

in Vienna to meet HIV/AIDS funding
targets laid out by the 2008 Lantos-
Hyde Act, which authorized the gov-
ernment to spend $39 billion be-
tween 2009 and 2013.

In particular, many are calling
for the U.S. to contribute $6 billion
to the Global Fund to Fight AIDS,
Tuberculosis and Malaria between
2012 and 2014.

BY BETSY MCKAY
AND ROBERT A. GUTH

Spectators gather at the start of Life Ball 2010 — an AIDS charity event held Saturday in the center of Vienna.
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Cash flow
Funding from the U.S. President's
Emergency Plan for AIDS Relief

Note: Fiscal year ends Sept. 30
Source: PEPFAR
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Duel fails to deliver knockout
Alberto Contador and Andy Schleck agree to fight another day as Tour reaches Pyrénées

DOMAINES, France—Sunday’s
Tour de France stage, the first of
four in the Pyrénées mountain
range, failed to deliver a knockout
punch, but, once again, it proved
that there are only two men this
year who deserve to win bicycle rac-
ing’s biggest prize.

With 2.5 miles remaining, on a
vicious ascent, defending champion
Alberto Contador of Spain turned on
the juice. Only one man followed:
Luxembourg’s Andy Schleck. He is
wearing the yellow jersey of the
race’s overall leader, and has a mod-
est 31-second edge on his rival.

The two raced for almost a mile,
streaking past other riders as if they
were on motorcycles. Then, they
slowed down and glanced at each
other. “We agreed to try again to-
morrow,” Mr. Contador said after
the race. They trimmed their pace,
and calmly rode on to the finish
line, still 31 seconds apart overall.

The Tour de France has been a
two-man duel for a week now, ever
since Lance Armstrong crashed
three times on a single stage in the
Alps last Sunday.

The race, over 2,200 miles across
plains and over mountains, “is an
extreme event,” says Michael Barry,
a Canadian rider for Team Sky. Al-
ready, 22 teams of up to nine men
have pedaled over 1,600 miles in
two weeks.

Because it lasts so long, riders
can’t afford to ride all-out every
day. They would die. So each picks a
few days where he tries to shine.

On Sunday, the hero was 29-
year-old French rider Christophe Ri-
blon. The sole survivor of an 11-man
early break, he captured his first
ever stage win in what has been a
highly successful Tour for French
riders—three men have already won
four stages overall.

“It’s Sunday, I know my whole
family’s watching on TV,” said a
tearful Mr. Riblon. “I’ve been want-
ing to ride in the Tour de France
since I was six years old.”

Another hero has been 25-year-
old British sprinter Mark Cavendish.
He’s won three stages and shaken
off a bad-boy reputation. However,
in one stage, his teammate Mark
Renshaw butted an opponent to
clear a path for Mr. Cavendish. Mr.
Renshaw was kicked out of the Tour,
although Mr. Cavendish captured
that stage.

But these men are minor players.
Riders and team managers, includ-
ing Mr. Armstrong, agree that there
are two stars in the Tour that burn
much brighter than any other.

The holder of yellow jersey, and
last year’s runner-up, Mr. Schleck,
is a 25-year-old Luxembourger with
sideburns who looks like the base-
ball pitcher Tim Lincecum.

Fluent in French, German and
English, and talkative with the me-
dia, he has become a Tour darling.
He is from a famous cycling family:
His father was a pro and his brother
Frank is a star in his own right, hav-
ing finished fifth in the Tour in
2009.

Mr. Contador, 27, made his repu-
tation by attacking on every climb
on his way to Tour victories in 2007
and 2009. This year, he’s played it
cooler. He speaks only in Spanish,
making him sometimes seem aloof,
and declines to speculate about pos-
sible outcomes as often as his rival.

Sunday’s stage was emblematic
of the battle they have been fight-
ing. Mr. Contador’s Astana team set
a furious pace, in an attempt to tire
out Mr. Schleck’s Saxo Bank. Alexan-
der Vinokourov, of Kazakhstan, who
has vowed to help Mr. Contador win
the Tour, led the charge in another
brave performance.

Mr. Schleck, however, was mostly
on his own, his most important
teammate, brother Frank, having
crashed and broken his collar bone
on the fourth day of the Tour.

The leaders’s truce on Sunday,
after Mr. Contador tried to shake his
rival, was no surprise. After Satur-
day’s relatively easy stage, Mr.
Schleck explained that the two lead-
ers had “agreed to take it easy to-
day and tomorrow the battle would
start again.”

However, on Sunday, their rivalry
led to a bizarre scene toward the
end of the race. Mr. Contador
slowed to a near stop and insisted
that Mr. Schleck pass him. With
other riders speeding past them, Mr.
Schleck was forced to restart.

After the race, Mr. Schleck con-
ceded that he needs to come out of
the mountains with at least 90 sec-
onds advance on Mr. Contador. Sat-
urday’s stage, the last before a sym-

bolic ride into Paris on Sunday, is a
time trial, an event Mr. Contador ex-
cels at.

It was another crushing day for
Mr. Armstrong, who was dropped
badly with over 10 miles remaining.
He finished 15:14 behind the winner.
He is now in 38th place, almost 40
minutes back.

Expect new developments in the
next few days. The mountains are
where the Tour is won and lost be-
cause their steep climbs expand
margins of time between riders.
Also, after cycling over 1,600 miles
in two weeks, “many things can
happen because many riders are
tired,” said Yvon Ledanois, a team
director for Caisse D’Epargne.

On Monday, the Tour goes 116
miles from Pamiers to Bagnères-De-
Luchon. It includes four climbs and
some sharp downhills, including one
where Italian rider Fabio Casartelli
died in 1995.

BY JOHN MILLER

Frenchman Christophe Riblon, of AG2R La Mondiale, wins the Tour de France 14th stage on Sunday.
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Pakistan and Australia move
north to Headingley on
Wednesday to contest the
second Test.

Australia is once again
favorite for the match at 8/11
with Betfred and Blue Square,
and there is no reason not to
back the “visitors” at this price.
Rain is forecast on Thursday
and Friday, but Ricky Ponting’s
side should still find plenty of
time to inflict damage. Pakistan
has a poor won one, lost five
Test record at the Leeds
ground, most recently losing to
England there in 2006, while
the Baggy Greens have won
nine and lost seven of their 24
Tests in the Yorkshire city.

Salman Butt has been
named as the successor to
outgoing captain Shahid Afridi,
who announced his retirement
from Test cricket after last
week’s defeat. Mr. Butt top
scored for Pakistan in both
innings in the first Test, and is
favorite to do so again. The 25-
year-old will relish the
opportunity to lead out his
team and is the sort of
character who can rise to the
occasion. Back him to be
Pakistan’s top batsman at 10/3
with Paddy Power.

Part-time spinner Marcus
North took six wickets in the
second innings of the first Test,
but he cannot be expected to
be as successful this time. The
variable Headingley track favors
fast bowlers and Mitchell
Johnson looks good value at
5/2 with 888sport and Blue
Square for top Australian
bowler. He took 5/69 in the
second innings against England
here on his last visit.

Tip of the day

80

Source: Sport Industry
Research Centre, Sheffield
Hallam University

Ricky Ponting
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South African Oosthuizen clinches British Open
ST. ANDREWS, Scotland—Hardly

anyone knew Louis Oosthuizen,
much less how to pronounce his
name. Not many will forget the per-
formance he delivered at the home
of golf to capture the British Open.

Mr. Oosthuizen, a 27-year-old
who had only made one cut in his
previous eight majors, blew away

the field at St. Andrews for a victory
that looked as easy as when Tiger
Woods first won here a decade ago.

The South African made only
two bogeys over the final 35 holes
and closed with a one-under 71 for a
seven-shot victory over Lee West-
wood of England.

Mr. Oosthuizen never let anyone
get within three shots of him in the
final round, and answered a brief

challenge from Paul Casey by knock-
ing in a 50-feet eagle putt. “That
eagle on nine got me started,” Mr.
Oosthuizen said. “It was a big
change on 12 when Paul made triple
and I made birdie. All of a sudden it
was mine to throw away.”

Mr. Oosthuizen, who finished at
16-under 272, is the first player
since Tony Lema in 1964 to win his
first major at St. Andrews.

“Nobody was going to stop him,”
said Mr. Casey, whose adventures in
the gorse sent him to a 75 and a tie
for third with Rory McIlroy (68) and
Henrik Stenson (71).

“He didn’t miss a shot today. I
don’t know if he missed one all
week.

“That was four days of tremen-
dous golf. He didn’t flinch today,”
said Mr. Casey.

Associated Press
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N.Y. town awaits Clinton wedding
Or does it? Conspiracy theories abound on whether Rhinebeck will indeed host Chelsea’s coming nuptials

RHINEBECK, N.Y.—Chelsea Clin-
ton is not getting married here. At
least, that’s the word among some
residents on the quaint streets of
Rhinebeck, where the former first
daughter and her fiancé, Marc Mez-
vinsky, are expected to wed at the
end of the month.

“My wife thinks this is a decoy
location, and the wedding will be
held on Martha’s Vineyard,” in Mas-
sachusetts, says a Rhinebeck police
officer, Steven Hanaburgh.

Mayor Jim Reardon says he
hasn’t heard a peep from anyone as-
sociated with the nuptials. “I’m up-
set,” Mr. Reardon said. “My biggest
concern is traffic and emergency re-
sponse, and I want to make sure this
kind of stuff is secure.”

And the town has not received
any official notification, according to
Rhinebeck Councilman Dan Staley. A
spokesman for the Clinton family
declined to comment.

But most signs around this
sleepy hamlet point to the orches-
tration of a lavish affair—and a
bump for the local economy.

On Rhinebeck’s streets and in its
restaurants, nearly every conversa-

tion is peppered with people who
speak of the Clintons more with a
sense of familiarity than awe.

At candy store Samuel’s of

Rhinebeck, employee John Traver
rattled off a list of previous sight-
ings, including the time he spotted
former President Bill Clinton and

U.S. Secretary of State Hillary Clin-
ton holding hands outside the res-
taurant across the street two years
ago. The Clinton home in Chappaqua

is about 120 kilometers away.
“The fact that they chose

Rhinebeck says something about our
rural community,” Mr. Staley said.
“People respect other people’s space
around here, for the most part.”

The wedding-day festivities are
expected to take place under a large
tent on the property of Astor Courts,
the John Jacob Astor IV-commis-
sioned estate, where workers were
recently repairing the stone wall at
the entrance. The owners could not
be reached for comment.

But there are signs that perhaps
the cynics are right, and the plans
are a charade. At the Beekman Arms
& Delamater Inn, rumored to be the
hotel of choice for wedding guests,
owner George Banta said he has not
communicated with anyone associ-
ated with the nuptials. “I’ve heard
that this event is going to take place,
but I haven’t talked to anyone. No-
body’s told me anything,” he said.

Either way, come July 31, Ms.
Clinton and Mr. Mezvinsky can ex-
pect to see signs like the one Mr.
Staley plans to hang outside his real
estate firm: “Congratulations, Chel-
sea and Marc.” Said Mr. Staley: “I’ll
be manning my office, hoping some-
one brings their checkbook.”

BY ERICA ORDEN

White House turns up heat on Republicans
The White House is intensifying

its attacks on Republicans, after
Democratic leaders on Capitol Hill
publicly criticized the administra-
tion for not doing more to help
Democrats trying to retain their
congressional majorities.

In his Saturday radio address,
President Barack Obama accused “a
partisan minority in the Senate” of
blocking legislation aimed at help-
ing small businesses and the unem-
ployed. Vice President Joe Biden,
discussing November’s midterm
elections on ABC’s “This Week” on
Sunday, declared: “We’re going to
shock the heck out of everybody. I
am absolutely confident.”

“What I believe, what the presi-
dent believes—we’re going to win
the House and we’re going to win
the Senate,” he said.

The approach was a marked con-
trast to comments by White House
press secretary Robert Gibbs last
week that enough seats were in play
this fall that it could possibly cost
Democrats their large House major-
ity. House Speaker Nancy Pelosi (D.,
Calif.) and other Democrats publicly

berated Mr. Gibbs for these remarks
and pressured the White House to
take a more active role in helping
Democrats vying in November’s
races.

President Obama last week held
a peace-making meeting at the
White House, during which he as-
sured Democrats that he was
strongly behind their re-election ef-
forts.

White House Chief of Staff Rahm
Emanuel said in an interview Sun-
day that the shift was long-planned
and wasn’t prompted by the blowup.
He said the White House would try
to back the president’s pledge with
events focused on themes appealing
to the economically battered elec-
torate. The president and his team
will emphasize policies that he said
would keep jobs in the U.S.—in en-
ergy and manufacturing—while ar-
guing that Republicans are backing
practices that would send work
overseas.

In the coming weeks, the presi-
dent will expand his push to create
clean-energy jobs in more-tradi-
tional industries, and the automo-
bile and high-speed rail sectors.
“Made in America” will become the
“big theme,” Mr. Emanuel said.

On Monday, the president will
publicly press the Senate to pass an
extension of expired unemployment
benefits, appearing with unem-
ployed workers to put a face on the
issue, White House officials said
Sunday. On Wednesday, he is set to
hold a large-scale rally at the
Ronald Reagan building in Washing-
ton where he will sign the newly
passed financial regulations bill.

Mr. Obama will also seek Senate
passage of proposals to change tax
provisions that he says encourage
businesses to ship jobs overseas, Mr.
Gibbs said on Sunday. Businesses
say the provisions are necessary to
keep them internationally competi-
tive. The president will hold a big-
dollar fund-raiser late this month in

New York City
“You can call it tough, but there’s

a clarity of choice there,” Mr. Eman-
uel said. “One party wants to go for-
ward and tackle these problems.
One wants to repeal and repeat the
problems of the past.”

Republican aides on Sunday said
voters have already turned against
the president’s health-care and eco-
nomic stimulus plans, and that they
didn’t think the just-passed financial
regulatory bill would change any
opinions. They said they wanted to
extend expired unemployment bene-
fits too, but they wanted to pay for
it with budget-cutting elsewhere.

“The White House doesn’t seem
to realize it’s not their rhetoric
that’s gotten them into this position.
It’s their job-killing agenda,” said
Michael Steel, spokesman for House
Minority Leader John Boehner (R.,
Ohio).

Republicans continue to hold the
whip hand, with the country’s un-
employment rate at 9.5%, surging
government debt, disheartened
Democratic voters and energized
conservatives.

In a debate on NBC’s “Meet The
Press” on Sunday, the heads of the
Democratic congressional campaign
committees, Sen. Robert Menendez
(D., N.J.) and Rep. Chris Van Hollen
(D., Md.), pressed Republicans to
say what policies a GOP majority in
Congress would push.

Their Republican counterparts,
Sen. John Cornyn (R., Texas) and
Rep. Pete Sessions (R., Texas) didn’t
offer specifics. Mr. Sessions said Re-
publicans would balance the budget,
read bills before the House and “em-
power the free enterprise system.”
Mr. Cornyn said they would repeal
the health-care law and replace it
with “commonsense health-care re-
form.”

Instead, the two focused on the
Democratic record under Mr.
Obama. “To all the bad ideas [vot-
ers] hear coming out of Washington

today, ‘no’ is a good start,” Mr.
Cornyn said.

Republicans have pounced on
what Mr. Boehner called “a full-scale
civil war” between the White House
and Congress. They depicted Demo-
crats as in panic and disarray last
week, even as Democrats approved
the most far-reaching overhaul of fi-
nancial regulations since the De-
pression, handing Mr. Obama the
fourth piece of his ambitious do-
mestic agenda.

The White House is moving to
repair the breech with congressional
Democrats.

“There’s an awful lot of shared
anxiety and it feeds on itself,” White
House adviser David Axelrod said in
an interview. “Every once in a while
you’ve got to break the fever, and I
think the meeting was very good.”

Some House Democrats have
speculated privately that Mr. Obama
wouldn’t mind if Republicans took
over the House, since it could help
his re-election prospects to run
against a GOP Congress. Former
President Bill Clinton effectively tar-
geted House Republicans in a politi-
cal comeback that enabled him to
handily win re-election in 1996.

“I wanted to put an end to a
growing rumor that the president
doesn’t want the House, only the
Senate, and feels he can get more
done with a split Congress,” Rep.
Bill Pascrell (D., N.J.) said, explain-
ing his public criticism last week of
what he called White House callous-
ness. “I don’t believe that’s true for
a moment, and I thought it should
be brought to a head.”

Mr. Van Hollen on Sunday said
the November elections would be
interpreted as a referendum on the
president, “whether they like it or
not.”

Anxiety is running particularly
strong in the House, because the
Democratic majority there is more
endangered and because many
House members perceive they have

been mistreated by the Senate.
House members passed a top item
on the president’s agenda—a bill to
cap carbon emissions and force car-
bon dioxide polluters to trade car-
bon-emissions credits—last year. It
has gone nowhere in the Senate.

More recently, House Democrats
have passed a series of bills aimed
at helping the jobless, from extend-
ing now-expired unemployment ben-
efits to boosting small-business
lending, only to see them stymied in
the Senate.

“There is a sense that we’ve been
doing everything we can to pass the
White House’s agenda, but then the
White House doesn’t provide the
muscle to close the deal in the Sen-
ate,” said a House leadership aide.

By the end of the week, relations
between the White House and Dem-
ocrats appeared to be on the mend.
Mr. Biden projected a level of confi-
dence that some analysts dismissed
as wishful thinking. He said the
most vulnerable moment for an in-
cumbent is when he or she doesn’t
have an opponent.

Now, Democrats, such as Senate
Majority Leader Harry Reid (D.,
Nev.), are beginning to draw con-
trasts with their Republican rivals
as the fall races begin to take shape.
The most recent polling from Ne-
vada showed Mr. Reid leading his
Republican challenger, Sharron An-
gle, for the first time. Mr. Biden of-
fered to bet on Mr. Reid’s victory.

“I don’t think the losses are go-
ing to be bad at all,” he said of the
overall landscape. But tensions con-
tinue to run below the surface.

“I’m very, very hopeful that the
administration gets the message,”
said Mr. Pascrell, the Democratic
lawmaker from New Jersey, in an in-
terview. “We don’t want to be
spoon-fed. We don’t want to be
treated like children. And I think we
were being treated like children.”

—Laura Meckler
contributed to this article.

BY JONATHAN WEISMAN
AND NAFTALI BENDAVID

Former first daughter Chelsea Clinton and her fiancé, Marc Mezvinsky, at an event in New York earlier this month
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All your social networking in one place
If you’re one of the many peo-

ple who can’t stop checking Face-
book and Twitter, you’re not
alone. The more we rely on social
networks for keeping in touch
with friends and family, the more
we feel glued to these social-net-
working services. Wouldn’t it be
easier to have all of your updates
in one place?

Last week, I tested two free
tools that track all your social net-

works right within
your Web
browser’s user in-
terface, so you can
avoid the hassle of

visiting multiple websites or firing
up a separate program. I used the
newest version of Flock for Win-
dows, downloadable at
beta.flock.com (the Mac version is
due out in late August). I also
tried Yoono (yoono.com) for Fire-
fox and Chrome browsers.

Even though these two pro-
grams operate differently—Flock
is its own browser and Yoono is a
browser add-on—they both give
people shortcuts for keeping tabs
on those with whom they share
online connections. If, for exam-
ple, one of your friends shares
Flickr photos from a Keith Urban
concert, they appear in a panel on
the side of the Web browser, sav-
ing you a trip to Flickr.com. These
programs also make it simple to
simultaneously post a status or
article on more than one network.

Both Flock and the Yoono add-
on for Google’s Chrome browser
are still in their beta, or test,
phases. A desktop version of
Yoono is available for Windows,
Mac and Linux PCs, but I focused
on the browser add-on that built
social networking into my Web-
browsing experience. The Yoono
browser add-on currently only

works for Mozilla’s Firefox and
Google’s Chrome.

But there are some issues with
Flock and Yoono. Neither program
offers pop-up notifications that
appear regardless of what pro-
gram you’re using. This means
you’ll need to be using the
browser to know about friends’
newly shared content. Another is-
sue is that since Flock is its own
browser, you’ll have to use it in
place of your current browser.

Yoono floats as a standalone,
thin panel that can appear to the
side of any opened program. Fire-
fox or Chrome must already be
running for Yoono to work, and
you have to open the Yoono panel
each time you want to see it.

When I downloaded Flock, a
notification explained that all of
my saved browser settings, like

passwords and bookmarks, could
be imported. This spared me from
re-entering my username and
password for each social-network-
ing account.

Users can create a Flock ac-
count, which makes it easy to sign
in and access that account’s set-
tings on any PC after downloading
the program. Flock settings in-
clude groups of friends that are
manually created by dragging and
dropping names from lists into
groups. I created a “Best Friends”
list for the people I communicate
most often with, and a “Work” list
for colleagues. I liked being able
to create groups of names from all
sorts of networks, not just from
one place. A drop-down menu at
the top of Flock’s panel lets me
choose what groups’ information
was displayed.

Sharing in Flock can be done
by typing status updates into the
top of the side panel or by click-
ing a cool “Talk” icon that ap-
pears on the left of the URL bar of
the Web page. Clicking this in-
stantly shares the page you’re
viewing with a social network and
lets you add a comment.

Yoono supports 11 networks in
its browser add-on panel. I linked
my Facebook, Twitter, Flickr, AIM
and Google Talk accounts to
Yoono and they all remained
signed in and organized in a thin
panel. Other supported networks
include MySpace, YouTube,
FriendFeed, LinkedIn, MSN and
Yahoo Chat. Sharing from Yoono
is done by clicking on a green
icon, which prompts you to use
one click to share “This Page” or
“Selected Items.”

I really liked the way Yoono
identified new status updates with
a yellow highlight that faded after
a few seconds. This made it easy
for me to identify, in just a glance,
which content was new. Yoono did
a nice job displaying shared pho-
tos in Twitter; these images ap-
peared in-line with tweets, saving
me the hassle of clicking on links
to Web pages where the photos
were posted. Thumbnails for vid-
eos shared on Twitter also ap-
peared in-line with tweets.

While some people may not
want to be distracted by updates
while they’re browsing, for those
of us who can’t quit socializing
online, Flock and Yoono are a
good way to stay in the know.

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

BY KATHERINE BOEHRET

Flock, left, is its own browser, and
currently works on Windows; above,
Yoono, a browser add-on, works with
Mozilla’s Firefox and Google’s Chrome.

Hitachi hard drives back up files online and locally
There are two basic ways to

back up your home computer. One
is to use an external hard drive,
connected by a cable or over a lo-
cal network. This method offers
the greatest privacy, speed and
control, but also opens you to the
risk that, if you lose the computer
to burglary or fire or flood, you
might also lose your backup.

The second
option is an on-
line backup ser-
vice. By separat-

ing the computer and the backup,
this approach insulates the backup
from local havoc. But it requires
that you trust the backup service
with your personal files, and it
can be slow and expensive.

Now, Hitachi, the Japanese
technology company, has rolled
out a line of external hard drives
that combine the two approaches.
The drives, called the LifeStudio
series, come with simple backup
software that, from one screen,
performs both local and online
backups of your important data at
regular intervals, and allows you
to restore lost files from either
backup repository. The backup
system comes with 3 gigabytes of
free online backup storage, and of-
fers much more online storage.

But wait, there’s more. In addi-

tion to these dual backup services,
Hitachi throws in a second soft-
ware program that aggregates the
personal files on your computer,
regardless of the folders in which
they reside. This second program
categorizes your files into photos,
videos, music and documents, or-

thumb drives and two software
programs mostly performed as ad-
vertised on both a Mac and a Win-
dows computer. I was able to back
up and restore files from both the
local and online systems, though I
ran into enough software glitches
to make an unqualified recom-
mendation impossible.

One major caveat is in order.
Hitachi’s software isn’t designed
to back up your whole computer.
Instead, the software is aimed at
protecting your personal files,
such as photos, music, videos and
documents. And, while it allows
you to select the folders you’d like
backed up, it doesn’t allow more
fine-tuned controls, such as back-
ing up files with certain exten-
sions. However, the drives them-
selves could be used with other
software that allows such things.

I found the backup software
dead simple to use—and reliable.
But the initial online backup was
very slow, even with a small num-
ber of files and a fast connection.
Hitachi says its servers were un-
dergoing maintenance during my
tests. Also, the local backup soft-
ware reported at times that the
drive was “read-only,” a bug Hi-
tachi says it is fixing. And while
the thumb drive is advertised as
syncing “automatically,” this only
works if new or changed files are
in the folder it was set up to sync,

something Hitachi doesn’t make
clear, but says it will.

The separate file-organizing
and viewing software, LifeStudio,
seemed more sizzle than steak to
me. It’s a nice idea to aggregate
all your personal files by type and
date, and the scrolling wall of
thumbnails is pretty. But I found
that it wasn’t a very good way to
locate a particular file out of
thousands. There is a search func-
tion, but it’s only useful if you
know the file name, which may
have little to do with its contents.

I liked the software’s ability to
view my photos from social-net-
working services, but the offerings
of photos and videos from around
the Web seemed random and bet-
ter done in a browser. In one case,
a section called “Featured” turned
up a hard-core pornographic
photo, amid pictures of puppies
and sunsets.

I can recommend the LifeStu-
dio drives for local and online
backup, if Hitachi follows through
and fixes the “read-only” bug I en-
countered. As for the rest of the
features, some folks may value
them, and others will find them
superfluous.

See Walt’s review of Hitachi’s
LifeStudio external hard drives at
WSJ.com/PersonalTech. Email
mossberg@wsj.com.

BY WALTER S. MOSSBERG

Some models include a special thumb
drive that snaps onto the hard disk.

ganizes them by date, and dis-
plays thumbnails of the files in a
visually arresting scrollable
“wall.” It also can display in the
same fashion your online photos
from Facebook, Flickr and Pi-
casa—as well as photos, videos
and music from around the Web,
and services like games, news vid-
eos and shopping.

Finally, some premium models
in the LifeStudio series of hard
drives include a special thumb
drive that snaps onto the larger
hard disk using a special dock.

This thumb drive can be car-
ried around and used on any

other computer. But when
you pop it back onto the
Hitachi hard disk, it auto-
matically syncs any new
or changed files back to
the computer to which
the LifeStudio drive is
attached.

It’s all an attempt to
add both value and

flair to a product cate-
gory, external hard disks, often
seen as a commodity driven
largely by price and capacity. But
it’s also a bit overwhelming.

The LifeStudio drives, and
their accompanying software,
work on both Windows PCs and
Macs, and are available at a vari-
ety of physical and online stores.

In my tests, the Hitachi drives,

H
it

ac
hi

G
lo

ba
lS

to
ra

ge
Te

ch
no

lo
gi

es

THE
MOSSBERG
SOLUTION

PERSONAL
TECHNOLOGY

(L
ef

t
to

rig
ht

)
Fl

oc
k;

ya
no

o



Monday, July 19, 2010 THE WALL STREET JOURNAL. 7

Feinberg braces for bad-guy role
BILOXI, Miss.—Along the Gulf

Coast, people call Kenneth Feinberg
the $20 billion man.

The government-appointed ad-
ministrator who will run the huge
oil-spill compensation fund starting
next month has assured thousands
of business people and fishermen
that he is here to heal their pain and
make them whole. He has hugged
distraught crabbers and slipped his
business card to boat captains.

He has been welcomed every-
where as he has toured communities
stricken by the worst offshore oil
spill in U.S. history, from the Florida
Panhandle to the Louisiana bayou.

In a series of meetings this week,
Mr. Feinberg heard pleas from busi-
ness owners and fishermen, and re-
assured them with the declaration:
“You have a claim.”

Soon, though, he is going to start
telling people they don’t have a
claim.

“I’m going to have to lay down
some lines,” says the Washington-
based lawyer, talking backstage be-
fore a town-hall meeting Thursday,
his fifth such meeting along the
coast in two days. “That means
some people will be excluded—and
unhappy.”

Mr. Feinberg has put most of his
energies so far into explaining the
process and getting as many people
as possible to apply for help. He has
shown only occasional flashes of the
skepticism he says will kick in once
he actually takes over the unwieldy
claims process and begins issuing
rules to clarify who stands to get
money from the escrow account
funded by BP PLC, and who doesn’t.

Many who want money from the
spill fund—from realtors and bank-
ers to inland motel owners and most
people along Florida’s west
coast—could be left empty handed.

The White House and BP picked
Mr. Feinberg in June to administer
what is known as the Gulf Coast
Claims Fund. His mission, as he de-
scribes it: Compensate individuals
and businesses hit by the spill, and
minimize litigation against BP.

In scope and complexity, Mr.
Feinberg’s task on the Gulf Coast
dwarfs what he and others grappled
with after the Sept. 11th terrorist at-
tacks or the 2005 Hurricane Katrina.

Unlike the federal 9/11 victims’
fund, or insurance payouts following
Katrina, Mr. Feinberg has no legisla-
tion or contracts to steer him as he
determines who is entitled to money
and who isn’t.

Some potential questions he
faces: Do you reimburse only those
businesses within a mile of shore?
Do all businesses potentially qualify,
from barber shops to fish-processing
factories? What do you say to the
crabber with no proof he ever
earned a salary?

“The law provides little certainty
on who should be eligible and who
shouldn’t,” said Marshall Shapo, a
tort-law expert at Northwestern Uni-
versity. “What comes out the other
end of his sausage maker won’t be
pretty.”

Mr. Feinberg says he will weigh
three key criteria: proximity to the
coast, dependence on the natural re-
sources harmed by the spill and the
hierarchy of industries most clearly
affected.

The upshot, he said, is that busi-
nesses and individuals who are
once—or twice—removed from the
spill could be out of luck. And that,

he said, would likely exclude all of
Florida south of Panama City.

“In my business,” he said, “there
is no such thing as happy or grate-
ful. All I want to do is help people
get compensation.”

Mr. Feinberg first plans to en-
large and speed up the emergency
payments that BP has already been
making to individuals and busi-
nesses. Then he will begin to weigh
much larger lump-sum offers to
those harmed.

Dressed in a blue suit and pol-
ished wingtips and fielding ques-
tions in a cavernous civic center in
Houma, La., on Thursday, Mr. Fein-
berg urged nearly every questioner
to file a claim.

When the head of the Houma Na-
tion, Chief Thomas Dardar Jr.,
stepped forward to say that his tribe’s
“very existence is being threatened”
by the spill, Mr. Feinberg shot back:
“Absolutely you have a claim.”

He urged the tribe to file for
damages to habitat and scenery, and
for each member of the tribe—which
numbers around 17,000— to file in-
dividually.

Danny Babin, owner of Gulf Fish

Inc., said his shrimp-processing
plant eked out a “meager profit” in
May and June, despite its shrinking
inventory, which was now barely 15%
of what it was last year. And yet BP
would only make up for lost profits,
not diminished inventory.

Mr. Feinberg made a spot ruling.
“If you are out of inventory, you

have already suffered losses,” he
told Mr. Babin. “You have a claim.”

On the thorny issue of people
making claims with no firm docu-
mentation to prove lost earnings,
Mr. Feinberg came close to laying
down a firm line.

“You will have to offer some form
of corroboration,” he told the crowd
in Houma. But lacking all paper-
work, he said, people should at least
bring in their “priest, mayor or sher-
iff” to vouch for them.

But in Biloxi the next day, Mr.
Feinberg faced real-estate agents
asking to be made whole for house
sales that had fallen through, and a
local banker seeking reimbursement
for a series of busted loan deals.

Mr. Feinberg was dubious. To one
out-of-work Realtor he said, “Too
bad you’re not a ship’s captain.”

BY NEIL KING JR.

A crab-processing factory in Slidell, Louisiana, has been cutting worker hours to 20% of regular hours because of the spill.
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Scotland to aid
U.S. inquiry
into release
of jet bomber

LONDON—The Scottish govern-
ment said it is prepared to assist
with a coming U.S. Senate hearing
on its release last summer of con-
victed Lockerbie bomber Abdel Ba-
set al-Megrahi, although it says it
has yet to receive any specific re-
quests from the Senate Foreign Re-
lations Committee on the inquiry.

“We would always look to assist
any properly constituted inquiry,”
the Scottish government said Sun-
day, in response to questions about
the Senate hearing, scheduled for
July 29. The committee plans to ex-
plore the circumstances surrounding
Mr. Megrahi’s August 2009 release,
focusing in particular on the con-
victed bomber’s medical assessment
and on lingering suspicions by U.S.
politicians and victims’ families of
involvement by embattled oil com-
pany BP PLC.

Nearly a year after Mr. Megrahi’s
release, the complex circumstances
surrounding his return to Libya
have come back into the spotlight
thanks to the BP oil spill in the Gulf
of Mexico and a Libyan oil official’s
recent suggestion that Libya might
buy into BP. Those events have
stoked interest in the fact that three
years ago, BP lobbied the U.K. gov-
ernment to complete a prisoner-
transfer agreement with Libya at a
time when the U.K. was moving to
revive its commercial relationship
with Libya.

However, Mr. Megrahi wasn’t re-
leased because of any deal between
the U.K. and Libya, according to the
Scottish and U.K. governments,
which had sole authority over the
matter. Instead, Scotland said, it
granted Mr. Megrahi a so-called
compassionate release on the
grounds that he was suffering from
terminal prostate cancer and had no
more than three months to live.

But the convicted bomber re-
mains alive in Libya almost 11
months after his discharge. A Libyan
national and former security agent,
Mr. Megrahi is the only person con-
victed in the 1988 bombing of Pan
Am Flight 103, which killed 270 peo-
ple, including 189 Americans, when
it exploded over Lockerbie, Scot-
land.

News of the hearing comes
ahead of Prime Minister David Cam-
eron’s first official visit to Washing-
ton this week. Ahead of that visit,
both the Scottish and U.K. govern-
ments have denied suggestions that
BP influenced Scottish Justice Sec-
retary Kenny MacAskill’s decision to
release Mr. Megrahi in August 2009.
BP has said it had no role in Scot-
land’s decision to grant Mr. Megrahi
a compassionate release.

The Scottish government reiter-
ated on Sunday that negotiations
between the U.K. and Libya over the
prisoner-transfer agreement had no
bearing on Scotland’s separate deci-
sion to release Mr. Megrahi on com-
passionate grounds.

In a public letter to Secretary of
State Hillary Clinton, U.K. Foreign
Secretary William Hague said on
Saturday that Scotland’s decision to
release Mr. Megrahi was already
“extensively investigated” by the
Scottish Parliament’s Justice Com-
mittee, which determined that the
Scottish government followed the
law. Mr. Hague also said BP wasn’t
involved in Mr. Megrahi’s release.

BY PAUL SONNE

U.S. NEWS

Oil leak in the Gulf might be halted for good
nently kill the leaking Macondo well
by flooding it with cement could
reach its target by late July, Mr. Sut-
tles said. But the kill operation,
which involves flooding the leaking
well with cement, could last until
mid-August, he said.

BP will conduct a “ranging run”
to determine the location of the
first relief well, and will insert the
last string of casing into the well, an
operation that may take a week to
complete, Mr. Suttles said. Then the
company will resume drilling to fi-
nally intersect the Macondo well, a
very slow process scheduled to be-
gin in the last week of July.

“All things are looking good at
this point,” Mr. Suttles said. BP still
has to drill 30 meters vertically and
more than a meter horizontally to
reach its target, he said.

The capped well was estimated to
be gushing between 35,000 and
60,000 barrels of oil a day into the
Gulf, beginning shortly after the
blast aboard Transocean Ltd.’s

Continued from first page Deepwater Horizon rig, which BP
had leased to drill a well in its Ma-
condo prospect.

The spill has had a severe impact
on fishing and tourism along the
Gulf Coast. BP has paid more than
$200 million in damage claims to
residents and businesses, and has
set up a $20 billion fund to pay for
damages related to the spill.

Mr. Suttles said that as of Sunday
morning, the well’s pressure was at
6,778 pounds per square inch, and
rising at a rate of 1 or 2 psi per
hour. The pressure reading, which
has climbed more slowly than ex-
pected, is a sign that the reservoir
is partially depleted.

Mr. Suttles reported the pres-
ence of bubbles in the area. He said
BP didn’t believe the bubbles were
related to hydrocarbons, but they
were being closely watched, he
said.

BP officials came up with the idea
of the new cap within a week of the
blowout that destroyed the Deepwa-
ter Horizon drilling rig on April 20.
It was among seven or eight options
put forward by BP engineers as they
scrambled to fix the leak.

The idea was to construct a de-
vice similar to a blowout preventer,
the stack of valves that normally
sits atop a well and is supposed to
control unexpected surges of oil or
gas. They called the 5.5-meter-tall,
73-ton structure a “capping stack,”
and carefully plotted how it could
be fitted tightly on top of the blow-
out preventer above BP’s leaking
well.

The device had to be designed
and built from scratch, a process
that took two months. The job was
handled by Cameron International

Corp., which built the blowout pre-
venter for BP’s rogue well. Cameron
fabricated the capping stack at its
facility in Berwick, La.

Some well-control experts have
wondered why BP didn’t try to make
this new device right at the start,
instead of wasting precious time on
earlier, failed procedures like the
“top kill,” in which heavy drilling
mud was pumped into the leak to
try to overwhelm it.

“There were ideas presented to
them right from day one that are
being used now,” said Bill Abel, a
veteran well control expert. He said
BP was too conservative initially,
fearing that the current cap solution
could cause “an underground blow-
out” by creating too much pressure
in the well.

BP officials said they have moved
as quickly as possible and that such
short lead times for creating new
equipment like the capping stack
are unheard of in the industry.

—Brian Baskin and Guy Chazan
contributed to this article.

‘All things are looking good
at this point,’ said BP Chief
Operating Officer Doug
Suttles.
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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 407.25 2.00 0.49% 705.00 343.25
Soybeans (cents/bu.) CBOT 985.00 -3.00 -0.30% 1,555.00 809.75
Wheat (cents/bu.) CBOT 587.25 -9.00 -1.51 762.75 442.50
Live cattle (cents/lb.) CME 93.625 0.050 0.05 96.900 86.700
Cocoa ($/ton) ICE-US 3,165 21 0.67 3,522 2,237
Coffee (cents/lb.) ICE-US 167.05 -0.05 -0.03 180.95 121.75
Sugar (cents/lb.) ICE-US 17.11 -0.28 -1.61 22.78 11.79
Cotton (cents/lb.) ICE-US 73.96 0.49 0.67 100.50 53.87
Crude palm oil (ringgit/ton) MDEX 2,470.00 31 1.27 2,725 1,665
Cocoa (pounds/ton) LIFFE 2,445 26 1.07 2,470 1,579
Robusta coffee ($/ton) LIFFE 1,764 11 0.63 1,795 1,282

Copper (cents/lb.) COMEX 292.95 -8.25 -2.74 366.70 166.00
Gold ($/troy oz.) COMEX 1188.20 -20.10 -1.66 1,266.50 800.00
Silver (cents/troy oz.) COMEX 1778.80 -57.40 -3.13 1,986.50 1,338.00
Aluminum ($/ton) LME 2,023.00 12.50 0.62 2,481.50 1,699.00
Tin ($/ton) LME 17,855.00 -195.00 -1.08 19,175.00 12,950.00
Copper ($/ton) LME 6,665.00 -13.00 -0.19 7,970.00 5,232.00
Lead ($/ton) LME 1,800.00 -20.00 -1.10 2,615.00 1,580.00
Zinc ($/ton) LME 1,827.00 -18.00 -0.98 2,659.00 1,545.50
Nickel ($/ton) LME 19,265 -85 -0.44 27,590 15,875

Crude oil ($/bbl.) NYMEX 76.38 -0.63 -0.82 132.65 54.11
Heating oil ($/gal.) NYMEX 2.0338 -0.0080 -0.39 3.4065 1.4750
RBOB gasoline ($/gal.) NYMEX 2.0484 -0.0109 -0.53 2.4345 1.4265
Natural gas ($/mmBtu) NYMEX 4.518 -0.074 -1.61 10.810 4.140
Brent crude ($/bbl.) ICE-EU 75.37 -0.72 -0.95 108.50 59.80
Gas oil ($/ton) ICE-EU 638.50 1.00 0.16 760.25 572.00

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

Currencies London close on July 16
Per In

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

Argentina peso-a 5.0982 0.1961 3.9363 0.2540
Brazil real 2.3038 0.4341 1.7788 0.5622
Canada dollar 1.3632 0.7336 1.0525 0.9501

1-mo. forward 1.3636 0.7333 1.0528 0.9498
3-mos. forward 1.3647 0.7328 1.0536 0.9491
6-mos. forward 1.3669 0.7316 1.0554 0.9475

Chile peso 686.52 0.001457 530.05 0.001887
Colombia peso 2433.75 0.0004109 1879.05 0.0005322
Ecuador US dollar-f 1.2952 0.7721 1 1
Mexico peso-a 16.6702 0.0600 12.8708 0.0777
Peru sol 3.6570 0.2734 2.8235 0.3542
Uruguay peso-e 26.940 0.0371 20.800 0.0481
U.S. dollar 1.2952 0.7721 1 1
Venezuela bolivar 5.56 0.179778 4.29 0.232848

ASIA-PACIFIC
Australia dollar 1.4839 0.6739 1.1457 0.8729
China yuan 8.7748 0.1140 6.7749 0.1476
Hong Kong dollar 10.0688 0.0993 7.7740 0.1286
India rupee 60.5895 0.0165 46.7800 0.0214
Indonesia rupiah 11711 0.0000854 9042 0.0001106
Japan yen 111.94 0.008934 86.43 0.011571

1-mo. forward 111.89 0.008937 86.39 0.011575
3-mos. forward 111.80 0.008945 86.32 0.011585
6-mos. forward 111.63 0.008958 86.19 0.011603

Malaysia ringgit-c 4.1518 0.2409 3.2055 0.3120
New Zealand dollar 1.8167 0.5505 1.4026 0.7130
Pakistan rupee 110.869 0.0090 85.600 0.0117
Philippines peso 59.971 0.0167 46.303 0.0216
Singapore dollar 1.7818 0.5612 1.3757 0.7269
South Korea won 1559.03 0.0006414 1203.70 0.0008308
Taiwan dollar 41.599 0.02404 32.118 0.03114
Thailand baht 41.751 0.02395 32.235 0.03102

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

Euro zone euro 1 1 0.7721 1.2952
1-mo. forward 1.0001 0.9999 0.7721 1.2951
3-mos. forward 1.0002 0.9998 0.7722 1.2949
6-mos. forward 1.0006 0.9994 0.7726 1.2944

Czech Rep. koruna-b 25.449 0.0393 19.649 0.0509
Denmark krone 7.4508 0.1342 5.7526 0.1738
Hungary forint 281.87 0.003548 217.63 0.004595
Norway krone 8.0846 0.1237 6.2420 0.1602
Poland zloty 4.1086 0.2434 3.1722 0.3152
Russia ruble-d 39.422 0.02537 30.437 0.03285
Sweden krona 9.4847 0.1054 7.3230 0.1366
Switzerland franc 1.3576 0.7366 1.0482 0.9540

1-mo. forward 1.3572 0.7368 1.0479 0.9543
3-mos. forward 1.3562 0.7374 1.0471 0.9550
6-mos. forward 1.3546 0.7382 1.0458 0.9562

Turkey lira 1.9926 0.5019 1.5385 0.6500
U.K. pound 0.8440 1.1848 0.6517 1.5346

1-mo. forward 0.8441 1.1846 0.6517 1.5343
3-mos. forward 0.8443 1.1844 0.6519 1.5340
6-mos. forward 0.8447 1.1839 0.6522 1.5333

MIDDLE EAST/AFRICA
Bahrain dinar 0.4883 2.0480 0.3770 2.6525
Egypt pound-a 7.3780 0.1355 5.6965 0.1755
Israel shekel 4.9943 0.2002 3.8560 0.2593
Jordan dinar 0.9167 1.0909 0.7078 1.4129
Kuwait dinar 0.3770 2.6527 0.2911 3.4358
Lebanon pound 1952.51 0.0005122 1507.50 0.0006634
Saudi Arabia riyal 4.8575 0.2059 3.7504 0.2666
South Africa rand 9.8223 0.1018 7.5837 0.1319
United Arab dirham 4.7571 0.2102 3.6729 0.2723

SDR -f 0.8561 1.1681 0.6610 1.5129

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.

... EUROPE Stoxx Europe 600 248.11 -4.86 -1.92% -2.0% 17.8%

... Stoxx Europe 50 2404.88 -51.25 -2.09 -6.7 11.4

... Euro Zone Euro Stoxx 253.22 -4.84 -1.88 -7.8 10.8

13 Euro Stoxx 50 2645.61 -57.20 -2.12 -10.8 7.1

16 Austria ATX 2325.99 -45.75 -1.93 -6.8 11.4

8 Belgium Bel-20 2442.75 -52.30 -2.10 -2.7 17.3

... Czech Republic PX 1153.1 -21.8 -1.86 3.2 22.1

... Denmark OMX Copenhagen 381.08 -5.72 -1.48 20.7 38.4

15 Finland OMX Helsinki 6375.22 -118.19 -1.82 -1.3 17.3

14 France CAC-40 3500.16 -81.66 -2.28 -11.1 8.8

12 Germany DAX 6040.27 -109.09 -1.77 1.4 21.3

... Hungary BUX 22496.82 -341.37 -1.49 6.0 41.2

19 Ireland ISEQ 2855.52 -35.51 -1.23 -4.0 5.7

14 Italy FTSE MIB 20161.02 -319.06 -1.56 -13.3 4.6

19 Netherlands AEX 323.99 -5.77 -1.75 -3.4 21.6

9 Norway All-Shares 395.94 -2.33 -0.59 -5.7 19.3

17 Poland WIG 41060.75 -237.70 -0.58 2.7 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 7137.11 -129.53 -1.78 -15.7 -0.8

... Russia RTSI 1389.92 -13.41 -0.96% -2.6 50.3

10 Spain IBEX 35 9991.7 -168.5 -1.66 -16.3 -0.5

15 Sweden OMX Stockholm 321.46 -6.08 -1.86 7.3 24.8

15 Switzerland SMI 6184.37 -106.70 -1.70 -5.5 10.6

10 Turkey ISE National 100 57729.36 39.43 0.07% 9.3 53.0

11 U.K. FTSE 100 5158.85 -52.44 -1.01 -4.7 17.5

21 ASIA-PACIFIC DJ Asia-Pacific 120.00 -0.68 -0.56 -2.5 13.3

... Australia SPX/ASX 200 4422.74 -19.82 -0.45 -9.2 10.5

19 China CBN 600 21845.88 68.78 0.32 -24.8 -21.5

14 Hong Kong Hang Seng 20250.16 -5.46 -0.03 -7.4 7.7

17 India Sensex 17955.82 46.36 0.26 2.8 21.8

... Japan Nikkei Stock Average 9408.36 -277.17 -2.86 -10.8 0.1

... Singapore Straits Times 2957.72 14.17 0.48 2.1 21.7

11 South Korea Kospi 1738.45 -12.84 -0.73 3.3 20.7

17 AMERICAS DJ Americas 283.98 -8.31 -2.84 -4.2 15.4

... Brazil Bovespa 62339.27 -1150.10 -1.81 -9.1 19.7

16 Mexico IPC 31783.39 -597.67 -1.85 -1.0 23.5

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

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

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

Australia 1.1457 1.7581 1.0930 0.1564 0.0376 0.1835 0.0133 0.2971 1.4839 0.1992 1.0885 ...

Canada 1.0525 1.6151 1.0041 0.1437 0.0346 0.1686 0.0122 0.2730 1.3632 0.1830 ... 0.9187

Denmark 5.7526 8.8277 5.4881 0.7856 0.1890 0.9216 0.0666 1.4919 7.4508 ... 5.4657 5.0212

Euro 0.7721 1.1848 0.7366 0.1054 0.0254 0.1237 0.0089 0.2002 ... 0.1342 0.7336 0.6739

Israel 3.8560 5.9172 3.6787 0.5266 0.1267 0.6178 0.0446 ... 4.9943 0.6703 3.6637 3.3657

Japan 86.4250 132.6235 82.4509 11.8019 2.8395 13.8457 ... 22.4131 111.9377 15.0236 82.1140 75.4361

Norway 6.2420 9.5787 5.9550 0.8524 0.2051 ... 0.0722 1.6188 8.0846 1.0851 5.9306 5.4483

Russia 30.4371 46.7073 29.0375 4.1564 ... 4.8762 0.3522 7.8934 39.4221 5.2910 28.9189 26.5670

Sweden 7.3230 11.2375 6.9863 ... 0.2406 1.1732 0.0847 1.8991 9.4847 1.2730 6.9577 6.3919

Switzerland 1.0482 1.6085 ... 0.1431 0.0344 0.1679 0.0121 0.2718 1.3576 0.1822 0.9959 0.9149

U.K. 0.6517 ... 0.6217 0.0890 0.0214 0.1044 0.0075 0.1690 0.8440 0.1133 0.6192 0.5688

U.S. ... 1.5345 0.9540 0.1366 0.0329 0.1602 0.0116 0.2593 1.2952 0.1738 0.9501 0.8729

Source: Thomson Reuters via WSJ Market Data Group

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of July 16, 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* 285.81 0.06% -4.6% 16.7%

2.70 16 World (Developed Markets) 1,113.12 ... -4.7 15.5

2.50 16 World ex-EMU 132.97 0.02 -2.7 17.2

2.50 16 World ex-UK 1,113.02 -0.01 -4.3 15.6

3.20 16 EAFE 1,449.40 0.14 -8.3 10.9

2.20 14 Emerging Markets (EM) 957.14 0.46 -3.3 25.7

3.60 14 EUROPE 87.72 -1.15 -0.6 22.2

3.80 14 EMU 152.21 -0.13 -15.7 6.1

3.50 15 Europe ex-UK 94.95 -1.04 -1.8 21.3

4.90 11 Europe Value 94.30 -1.27 -5.2 17.9

2.40 17 Europe Growth 79.08 -1.03 3.8 26.3

2.40 19 Europe Small Cap 167.36 -0.86 6.5 33.3

2.30 8 EM Europe 295.89 -1.44 6.2 45.6

3.80 12 UK 1,544.45 -0.80 -3.9 22.2

2.90 18 Nordic Countries 153.99 -0.94 13.0 37.0

2.00 8 Russia 708.27 -1.03 -5.1 29.5

2.40 20 South Africa 719.75 0.20 1.8 20.0

2.70 16 AC ASIA PACIFIC EX-JAPAN 396.90 0.78 -4.7 22.6

1.90 26 Japan 532.05 -1.65 -6.4 -7.2

2.30 16 China 60.13 -1.73 -7.2 9.1

1.00 19 India 723.68 -0.06 2.3 27.2

1.30 11 Korea 496.11 -0.36 3.2 29.7

2.80 23 Taiwan 273.29 -0.23 -7.7 16.5

2.00 17 US BROAD MARKET 1,224.05 -0.02 -1.0 20.8

1.40 160 US Small Cap 1,718.94 0.51 2.9 29.6

2.60 14 EM LATIN AMERICA 3,863.52 0.19 -6.2 29.9

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

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

Dow Jones Indexes
Price-to-

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

2.35% 16 Global TSM 2196.92 -1.69% 14.0%

2.41 16 Global Dow 1302.60 -2.19% 17.3% 1791.83 -1.75 7.7

2.92 13 Global Titans 50 160.30 -2.29 15.1 155.11 -1.84 5.6

2.84 16 Europe TSM 2371.94 -1.41 8.8

2.40 19 Developed Markets TSM 2123.29 -1.81 12.7

2.26 10 Emerging Markets TSM 3988.10 -0.65 25.7

3.25 24 Africa 50 830.10 -0.79 20.1 682.40 -0.34 10.2

2.61 13 BRIC 50 451.90 -1.42 30.7 557.97 -0.98 20.0

3.68 17 GCC 40 526.50 -0.78 6.3 432.78 -0.33 -2.4

2.03 19 U.S. TSM 11015.55 -2.48 15.3

6.08 22 Kuwait Titans 30 -c 186.54 -13.2

1.71 RusIndex Titans 10 -c 3195.20 -1.43 47.7 5221.02 -0.92 29.9

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

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

2.06% 9 Turkey Titans 20 -c 605.50 -0.69% 67.2% 693.00 -0.06% 54.8%

5.68 15 Global Select Div -d 168.50 -1.60 31.7 186.79 -1.16 20.9

5.96 10 Asia/Pacific Select Div -d 256.98 -0.39 16.2

4.43 14 U.S. Select Dividend -d 316.41 -1.97 21.5

2.09 18 Islamic Market 1849.85 -1.79 12.2

2.62 13 Islamic Market 100 1734.90 -2.30 15.4 1923.02 -1.85 5.9

3.48 12 Islamic Turkey -c 1500.20 -1.20 40.1 2947.66 -0.57 29.8

2.85 15 Sustainability 839.80 -2.24 20.2 918.38 -1.79 10.3

4.51 19 Brookfield Infrastructure 1613.40 -1.41 30.5 1992.29 -0.96 19.7

1.39 22 Luxury 978.70 -2.42 37.2 1074.66 -1.98 26.0

3.15 10 UAE Select Index 221.68 -4.8

DJ-UBS Commodity 135.50 -1.57 15.5 127.47 -1.12 6.0

*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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Polls predict close Australian vote
Australian Prime Minister Julia

Gillard launched her election cam-
paign over the weekend, as polls in-
dicated a close vote and a tough test
of the ruling Labor party’s fortitude
after a number of political setbacks.

Ms. Gillard on Saturday set an
Aug. 21 election date as she seeks to
take advantage of a rebound in the
Labor party’s popularity following
the ouster in June of her predeces-
sor, Kevin Rudd. But polls suggested
the opposition has gained ground
again in recent days while Labor
continues to struggle with political
baggage that includes a proposed
tax on the resource industry, a re-
treat on climate-change legislation
and a surge in asylum seekers from
other countries.

A poll conducted by Galaxy Re-
search for Australia’s Nine television
network showed Ms. Gillard’s Labor
party and the rival Liberal-National
Coalition each with 50% when in-
cluding all the votes the parties
would win under Australia’s pre-
ferred-voting system.

On a straight match up, or pri-
mary-vote basis—which counts only
voters’ first preferences and doesn’t
include votes redirected from
smaller parties and independent
candidates—Labor’s rating dropped
to 38% versus the opposition’s 44%,
Nine network said.

The results follow another Gal-
axy poll for News Ltd. newspapers
from just before the election date
was set showing Labor with a nar-
row 52% to 48% lead on a two-party
preferred basis. News Ltd. is owned
by News Corp., which also owns The
Wall Street Journal.

Still, Ms. Gillard holds an edge in
popularity over opposition leader

Tony Abbott, despite taking office
less than a month ago. The Nine poll
showed respondents preferred Ms.
Gillard as prime minister over Mr.
Abbott by 44% to 35%.

Both Ms. Gillard and Mr. Abbott
have said they expect a close, hard-
fought five-week campaign. Earlier
Sunday, Ms. Gillard described the
campaign as being “on a knife’s
edge,” while Mr. Abbott told SBS
television that he believes his oppo-
sition coalition can win.

“This is a winnable election, but
we are in a position from which we

can improve,” he said.
Labor currently has a 16-seat

majority in the 150-seat lower
House of Representatives, where
governments are formed. The Lib-
eral-National coalition may need to
win as many as 17 seats to take of-
fice, based on electoral boundaries
redrawn since the 2007 election.

Ms. Gillard kicked off her cam-
paign holding babies in Brisbane,
Queensland, and during an address
at a public-policy think tank
stressed issues facing workaday
Australians, such as long waiting

times for health services, over-
crowded public transport and long
peak-hour commutes.

Mr. Abbott visited a home in
Western Sydney where, over tea and
scones, he discussed similar issues.

The campaign stops signal that
the race will be more about who can
win the hearts and minds of every-
day Australians than about sweep-
ing policy initiatives.

The ruling Labor Party has
moved to neutralize issues where
the conservative Liberal-National
coalition enjoys an advantage

among voters, moving toward more-
populist stances on issues such as
immigration and population growth.
Both sides agree on some issues, in-
cluding Australia’s commitment to
the U.S.-led war in Afghanistan and
encouraging the economic relation-
ship with China.

Ms. Gillard said her top priority
upon becoming prime minister was
to end the fight over plans for a
new 40% tax on so-called super
profits in the resources sector. Mr.
Abbott is determined to keep the is-
sue on the agenda.

BY RACHEL PANNETT
AND LYNDAL MCFARLAND

Australian Prime Minister Julia Gillard laughs as she holds five-month-old Hope Gibson in Brisbane Sunday after she kicked off campaigning for the national election.
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WORLD NEWS

When it comes to trading
partners, African countries have
long looked beyond their neighbors.
And when inadequate infrastructure
makes transporting a car across the
continent about triple the cost of
importing it from Japan, it’s not
hard to understand why.

But the paltry level of trade
among African countries—now
only about 12% of total African
trade—could be in for a big boost.
The catalyst isn’t a new sea port or
a highway system. It’s a soccer
tournament.

Hosting the World Cup has
given the continent’s largest
economy a huge shot of
confidence, which the government
and South African companies are
expected to parlay into a bigger
role reshaping trade and
investment across the continent.

“It’s not so much the new
infrastructure, the tourist and
credit-card spending. The World
Cup offers the intangible effect of
giving South Africa the benefit of
the doubt,” says Razia Khan,
regional head of research at
Standard Chartered in London.
“South Africa, like the rest of

Africa, has really suffered from
perceptions.”

South Africa now could be in a
position to help change those
views by helping to pull African
countries and markets into a
stronger, more cohesive
continental market.

South Africa’s trade ministry is
now promoting an Africa trade
zone that will stretch from Cape
Town to Cairo, with the goal of
knitting together three different
regional trade groups over the next
year. The Johannesburg Stock
Exchange, by far the largest on the
continent, is targeting company
listings from other African
countries rather than those from
Europe and the U.S. And South
African companies have ramped up
investment in other African
countries as an alternative to the
traditional expansion route outside
the continent.

“We have had insufficient
cooperation,” Rob Davies, South
Africa’s trade minister, said in an
interview. “There needs to be a
bigger agenda.”

Since it began to dismantle its
white-minority regime in the early
1990s, South Africa’s socialist-
leaning government has struggled
to win the trust of investors.
Debates over nationalization of
local and foreign-owned mines

haven’t helped. Nor have race
tensions, corruption scandals and
high rates of violent crime.

But South African officials
believe it has changed a lot of
minds during the World Cup,
including those of its own people.
The month-long tournament was
free of significant security lapses
or major organizational mishaps.
South Africans are now aglow with
that achievement.

“All those prophets of doom
have seen the light,” says Russell
Loubser, chief executive of the
Johannesburg Stock Exchange.

South Africa’s new optimism is
important for Africa. It’s long had
the continent’s most liquid
markets, among its richest
resources and superior
infrastructure. What it’s lacked is
the chutzpah to take a more active
leadership role on the continent,
and to push plans for economic
integration.

Lots of obstacles stand in the
way of tighter trade ties among
African countries. High transport
costs in Africa add about 25% to
the price of goods, according to the
World Bank, making it often
cheaper to import from Asia and
Europe than sell to nearby
countries.

Indeed, most of Africa’s roads
and rail systems are along the

coast, but even those are
overburdened. Last year, AngloGold
Ashanti Ltd.’s mine in Tanzania
lost close to 50,000 liters of fuel
after dozens of people raided
storage tanks and fled on bicycles.
The fuel had to be trucked in from
Kenya because Tanzania’s port at
Dar es Salaam was too congested.

Much of what Africa exports are
mineral resources and much of
what it imports are finished goods.
That also explains why Africa’s
interregional trade is such a small
portion of the total, according to
Standard Chartered’s Ms. Khan.
From 1999 to 2008, she says, the
volume of Africa’s trade with China
multiplied by 10. Over the same
period, South Africa’s trade with
the rest of the Africa only
multiplied by four.

But beyond South Africa’s
ambitions, there are other reasons
why African-to-African trade is
poised to take off. Unlike Europe
and the U.S., Africa has largely
shaken off the global economic
turmoil. The International
Monetary Fund recently raised its
growth forecast for sub-Saharan
Africa to 4.5% from an earlier
projection of 4%, a pace that trails
only China and India for major
economies.

At the same time, the economic
and business climate in African

countries are generally improving.
Many African governments have
improved transparency, reduced
trade tariffs and simplified tax
regimes.

The challenge for these
governments—as well as African
and foreign companies—is how to
tap this potential. South African
officials and executives would like
to position the country as a
gateway for investors.

Other African countries won’t
necessarily follow South Africa’s
blueprint. Earlier this month,
neighboring Namibia blocked a bid
by South Africa’s Absa Group Ltd.
to acquire the country’s biggest
bank. The central bank expressed
concern about foreign control of its
financial industry.

The move is unlikely to deter
Absa. Absa has operations in
Tanzania, Mozambique and, like
South Africa’s other big banking
groups, it’s been eager to expand
on the continent. Its top executive,
Maria Ramos, says the World Cup
has only underscored why
investors want to be in Africa.

Now it may be a matter of
South Africans persuading other
African economies how much there
is to gain from doing business
together.

—Robb M. Stewart
contributed to this article.

[ The Outlook ]

BY PETER WONACOTT

World Cup lends Africa needed confidence
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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 1.16 99.25% 0.01% 1.42 0.75 1.08

Eur. High Volatility: 13/1 1.74 96.66 0.01 2.16 1.11 1.57

Europe Crossover: 13/1 5.26 98.95 0.05 6.44 3.95 5.09

Asia ex-Japan IG: 13/1 1.26 98.78 0.01 1.72 0.87 1.21

Japan: 13/1 1.25 98.80 0.01 1.76 0.85 1.23

Note: Data as of July 15

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

In percentage points
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Tracking
credit
markets �
dealmakers

Dow Jones Industrial Average P/E: 14
LAST: 10097.90 t 261.41, or 2.52%

YEAR TO DATE: t 330.15, or 3.2%

OVER 52 WEEKS s 1,353.96, or 15.5%

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

Previous
close, in STOCK PERFORMANCE

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

BP PLC U.K. Integrated Oil & Gas 123,608,268 407.15 1.34% -32.1% -17.7%

Diageo U.K. Distillers & Vintners 5,700,123 1,114 0.18 2.8 25.9

British American Tobacco U.K. Tobacco 3,517,929 2,266 -0.18% 12.3 27.8

Intesa Sanpaolo Italy Banks 95,507,564 2.39 -0.42 -24.0 0.7

Daimler AG Germany Automobiles 8,752,466 43.05 -0.52 15.6 48.7

Barclays U.K. Banks 68,531,641 284.65 -5.23% 3.1 -9.1

E.ON AG Germany Multiutilities 20,096,398 21.78 -4.91 -25.5 -9.4

RWE AG Germany Multiutilities 6,092,142 52.33 -4.32 -23.0 -7.3

Roche Holding Switzerland Pharmaceuticals 7,199,028 144.50 -4.18 -17.8 -4.4

Societe Generale France Banks 5,604,879 36.30 -4.07 -25.8 -10.0

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

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

Nestle S.A. 8,974,795 53.05 -0.66% 5.7% 22.0%
Switzerland (Food Products)
SAP AG 5,590,387 37.25 -0.67 12.9 23.2
Germany (Software)
Vodafone Group 94,255,219 144.35 -0.69 0.5 27.6
U.K. (Mobile Telecommunications)
BHP Billiton 11,630,886 1,812 -0.71 -9.2 25.5
U.K. (General Mining)
Rio Tinto 7,144,660 3,005 -0.84 -11.4 39.5
U.K. (General Mining)
BG Group 6,992,133 1,061 -0.84 -5.5 1.5
U.K. (Integrated Oil & Gas)
Nokia 18,839,564 6.77 -0.88 -24.1 -27.7
Finland (Telecommunications Equipment)
ABB Ltd. 10,389,505 19.29 -0.98 -0.7 16.1
Switzerland (Industrial Machinery)
Astrazeneca 3,643,757 3,207 -1.03 10.2 16.6
U.K. (Pharmaceuticals)
Royal Dutch Shell A 6,649,863 21.28 -1.07 0.8 19.6
U.K. (Integrated Oil & Gas)
Siemens 5,492,435 74.23 -1.13 15.6 43.8
Germany (Diversified Industrials)
Unilever 6,667,516 23.02 -1.16 1.2 25.4
Netherlands (Food Products)
Anglo American 4,828,025 2,339 -1.16 -13.7 29.4
U.K. (General Mining)
Bayer AG 3,952,641 46.29 -1.22 -17.3 22.3
Germany (Specialty Chemicals)
GlaxoSmithKline 11,044,895 1,188 -1.29 -10.0 6.8
U.K. (Pharmaceuticals)
ArcelorMittal 9,482,370 22.72 -1.30 -29.4 -7.1
France (Iron & Steel)
UniCredit 331,683,083 2.00 -1.33 -10.7 13.0
Italy (Banks)
Deutsche Telekom 22,554,807 10.04 -1.38 -2.4 21.0
Germany (Mobile Telecommunications)
Tesco 22,011,350 396.50 -1.43 -7.4 6.3
U.K. (Food Retailers & Wholesalers)
Novartis 9,266,970 52.40 -1.50 -7.3 14.7
Switzerland (Pharmaceuticals)

Latest,
in local STOCK PERFORMANCE

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

Telefonica 24,687,813 16.17 -1.55% -17.2% -1.9%
Spain (Fixed Line Telecommunications)
Banco Bilbao Vizcaya Argentaria 29,081,081 9.41 -1.67 -26.1 -2.9
Spain (Banks)
Allianz SE 2,785,278 84.80 -1.74 -2.7 24.6
Germany (Full Line Insurance)
Total S.A. 8,405,882 38.05 -1.86 -15.5 -1.4
France (Integrated Oil & Gas)
France Telecom 9,187,638 14.73 -1.93 -15.5 -10.0
France (Fixed Line Telecommunications)
Assicurazioni Generali 7,922,005 14.97 -1.96 -20.5 1.4
Italy (Full Line Insurance)
BASF SE 5,028,767 44.96 -1.98 3.5 41.8
Germany (Commodity Chemicals)
Banco Santander 49,381,779 9.67 -2.01 -16.3 7.9
Spain (Banks)
Sanofi-Aventis 4,946,820 47.67 -2.14 -13.4 8.1
France (Pharmaceuticals)
UBS 15,075,530 15.04 -2.15 -6.3 4.8
Switzerland (Banks)
L.M. Ericsson Telephone Series B 12,488,523 84.25 -2.32 27.8 7.2
Sweden (Communications Technology)
ENI 17,417,629 15.28 -2.36 -14.2 -9.5
Italy (Integrated Oil & Gas)
HSBC Holdings 39,291,484 621.60 -2.49 -12.3 14.1
U.K. (Banks)
Iberdrola 29,726,663 5.06 -2.54 -24.1 -10.1
Spain (Conventional Electricity)
Credit Suisse Group 8,968,891 43.03 -2.74 -16.0 -14.6
Switzerland (Banks)
Deutsche Bank 6,436,951 47.67 -3.05 -3.6 -0.9
Germany (Banks)
BNP Paribas 6,180,014 47.06 -3.38 -15.8 -2.1
France (Banks)
AXA 9,789,779 12.89 -3.59 -22.1 -0.2
France (Full Line Insurance)
ING Groep 30,228,945 6.55 -3.65 -5.1 9.2
Netherlands (Life Insurance)
GDF Suez 8,316,508 24.32 -3.99 -19.7 -5.6
France (Multiutilities)

Sources: Thomson Reuters

DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 33.3 $24.69 –0.31 –1.24%
Alcoa AA 28.2 10.41 –0.43 –3.97
AmExpress AXP 14.1 41.38 –2.05 –4.72
BankAm BAC 437.7 13.98 –1.41 –9.16
Boeing BA 7.0 61.90 –2.47 –3.84
Caterpillar CAT 8.5 63.94 –2.13 –3.22
Chevron CVX 12.1 71.50 –1.54 –2.11
CiscoSys CSCO 77.0 22.75 –1.17 –4.89
CocaCola KO 9.8 52.37 –0.48 –0.91
Disney DIS 13.0 33.03 –1.02 –3.00
DuPont DD 8.5 35.98 –1.19 –3.20
ExxonMobil XOM 35.8 57.96 –1.31 –2.21
GenElec GE 125.3 14.55 –0.70 –4.59
HewlettPk HPQ 13.4 46.20 –1.22 –2.57
HomeDpt HD 21.8 27.11 –1.23 –4.34
Intel INTC 80.3 21.02 –0.49 –2.28
IBM IBM 7.0 128.03 –2.69 –2.06
JPMorgChas JPM 58.4 39.00 –1.46 –3.61
JohnsJohns JNJ 17.5 59.44 –0.82 –1.36
KftFoods KFT 12.1 28.81 –0.51 –1.73
McDonalds MCD 6.0 69.94 –1.39 –1.95
Merck MRK 16.6 35.91 –0.58 –1.59
Microsoft MSFT 65.0 24.89 –0.62 –2.43
Pfizer PFE 47.8 14.56 –0.31 –2.08
ProctGamb PG 14.1 61.99 –0.74 –1.18
3M MMM 4.3 80.95 –2.11 –2.54
TravelersCos TRV 5.9 49.62 –0.68 –1.35
UnitedTech UTX 4.5 66.03 –2.12 –3.11
Verizon VZ 21.6 26.69 –0.11 –0.41

WalMart WMT 15.9 49.67 –0.74 –1.47

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

Bco Espirito Santo 426 –18 –42 –65

Intelsat 635 –13 –59 –37

Portugal Telecom Intl 182 –11 4 18

Deutsche Lufthansa 211 –8 –22 –40

DSG Intl 561 –6 –26 –16

Repsol YPF 197 –6 –16 –31

Glencore Intl 408 –6 –21 –11

Old Mut 183 –5 –9 –37

Allied Irish Bks 490 –5 –20 34

Gov and Co Bk Irlnd 359 –4 –30 23

And the most deterioration
CHANGE, in basis points

Yesterday Yesterday Five-day 28-day

Voith 280 7 –3 14

Kabel Deutschland 501 8 –6 –41

TUI 746 10 –41 –104

Holcim 163 10 5 –8

Rep Irlnd 252 11 8 3

Alcatel Lucent 752 11 25 28

Bco Comercial Portugues 377 14 7 –33

Wendel 449 20 14 6

Anglo Amern 200 20 38 49

Stena Aktiebolag 441 26 –4 –11

Source: Markit Group

BLUE CHIPS � BONDS

WSJ.com
Follow the markets throughout the day, with updated stock
quotes, news and commentary at WSJ.com.

Also, receive emails that summarize the day’s trading in Eu-
rope and Asia. To sign up, go to WSJ.com/Email.

Europe, Middle East & Africa: Bank revenues from equity capital markets

Behind every IPO,
follow-on or
convertible equity
offering is one or
more investment
banks. At right,
investment banks
historical and year-
to-date revenues
from global equity-
capital-market
(ECM) deals

Source: Dealogic
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China’s reactors plan concerns U.S.
ISLAMABAD—The U.S. State De-

partment is voicing growing con-
cern about China’s proposed sale of
two nuclear-power reactors to Paki-
stan, an issue that could complicate
Washington’s latest efforts to
strengthen cooperation with Paki-
stan.

Secretary of State Hillary Clin-
ton, who is visiting Islamabad for
two days as part of a broader Asia
trip aimed at buttressing U.S. alli-
ances in the war in Afghanistan, is
expected to unveil $500 million in
new U.S. development projects for
Pakistan in meetings with senior
Pakistani officials Monday, U.S. offi-
cials said.

She may also raise the expected
nuclear sale with Pakistani officials.
It is a deal that U.S. officials fear
could undermine the Obama admin-
istration’s broader nonproliferation
campaign, senior U.S. officials said.

These officials said the State De-
partment has also intensified dis-
cussions with China about its pro-
posed nuclear sale and whether it
would violate Beijing’s commitments
to the major international body reg-
ulating nuclear trade, the Nuclear
Suppliers Group.

With Pakistan and China insist-
ing the deal is legitimate and vow-
ing to go through with it, the issue

could prove an irritant in U.S.-Paki-
stani relations, as Mrs. Clinton and
other senior U.S. officials gathered
Sunday for the second U.S.-Pakistan
strategic dialogue, which end Mon-
day.

China joined the Vienna-based
Nuclear Suppliers Group, or NSG, in
2004. But Beijing has argued that
the proposed sale by China Na-
tional Nuclear Corp. of two 320-
megawatt nuclear reactors to the
Pakistan Atomic Energy Commission
wouldn’t violate its NSG commit-
ments, as the deal was brokered be-
fore 2004. China has developed two
civilian reactors in Pakistan under
this initial deal, Chinese and Paki-
stani officials said.

The State Department is chal-
lenging China’s use of the grandfa-
ther clause inside the NSG for the
two new reactors. It says China
would need a special waiver from
the group’s 46 member states to go
ahead with the multibillion-dollar
sale.

“Based on what we know, the ex-
port appears to extend beyond those
projects that were grandfathered
when China entered the NSG,” a
State Department official said. “[It]
would therefore require a special ex-
ception granted by the consent of
the NSG, as was done for India in
2008.”

Neither Pakistan nor India is a

signature to the United Nations’
principal nonproliferation treaty,
nor are these countries’ nuclear fa-
cilities completely under U.N. safe-
guards.

Any NSG member states seeking
to sell nuclear technologies to these
countries must get special waivers.
In 2008, the Bush administration se-
cured a waiver from the NSG to al-
low U.S. companies to sell nuclear
technologies to India.

Pakistani officials on Sunday said
President Asif Ali Zardari’s govern-
ment remained committed to pur-
chasing the two new Chinese reac-
tors, despite Washington’s concerns.
One Pakistani official said the Chi-
nese reactors were central to Islam-
abad’s goal to generate 8,800 mega-
watts of electricity from nuclear
power by 2030. He declined to say
when the sale might be completed,
but Mr. Zardari visited Beijing last
week to discuss economic issues.

“This cooperation isn’t some-
thing new and has been going on for
years,” said the official. “We don’t
need additional approval from the
NSG.”

During Mrs. Clinton’s Pakistan
visit, U.S. officials hope to highlight
what they describe as significantly
improved coordination between the
two sides in the fight against al
Qaeda, along with advances on
other security and economic issues

over the past year. In October, Con-
gress passed legislation authorizing
$7.5 billion in development aid for
the South Asian nation over the
next five years. U.S. officials on Sun-
day said this aid has allowed Wash-
ington to show Pakistani people that
the U.S. was focused on more than
just fighting al Qaeda and the Tali-
ban.

It is “producing a change in Paki-
stani attitudes, first within the gov-
ernment and gradually, more slowly,
within the public,” said Richard Hol-
brooke, the State Department’s
point man on Pakistan and Afghani-
stan.

Development projects to be un-
veiled by Mrs. Clinton will focus on
helping Pakistan address the coun-
try’s chronic water and power short-
ages, as well as on strengthening Is-
lamabad’s educational and judicial
institutions. In addition to President
Zardari, Mrs. Clinton is scheduled to
meet with Pakistan’s foreign minis-
ter, Shah Mehmood Qureshi, and
Army chief Gen. Ashfaq Kayani.

U.S. officials remain wary of Pak-
istan’s history of nuclear prolifera-
tion and the potential threat the
Chinese reactor sale could pose to
President Barack Obama’s broader
nonproliferation agenda.

U.S. and U.N. officials allege that
Pakistani scientist A.Q. Khan had
run the world’s biggest black market

in nuclear technologies before his
arrest in 2004. The U.S. views Paki-
stan as among the world’s most-pro-
lific producers of the nuclear fuels
required for producing atomic
weapons.

Mr. Obama has pushed to tightly
control the spread of nuclear tech-
nologies through the NSG and other
global bodies. His administration
has also pressed nations to better
monitor and safeguard their fissile
materials.

U.S. officials worry that if China
were to sell the reactors to Pakistan
without the NSG’s approval, it could
further erode the ability of the in-
ternational system to stanch the
flow of nuclear technologies. They
argue the system is already under
stress due to alleged efforts by Iran,
Syria and North Korea to clandes-
tinely develop nuclear weapons.

Pakistani officials counter that
the U.S. is practicing a double stan-
dard by supporting the sale of nu-
clear technologies to India, but not
Pakistan. Islamabad has been press-
ing the Obama administration to
support a civilian nuclear-coopera-
tion deal for Pakistan similar to In-
dia’s, but has so far been rebuffed.

“You shouldn’t just make exemp-
tions for certain countries,” said the
Pakistani official. “You need a crite-
ria-based approach, not a country-
specific approach.”

BY JAY SOLOMON

Pakistani Prime Minister Yousuf Raza Gilani greets U.S. Secretary of State Hillary Clinton in Islamabad Sunday. Mrs. Clinton is expected to unveil $500 million in new U.S. development projects for Pakistan.

Pakistan and Afghanistan sign trade pact
Pakistan and Afghanistan signed

a cross-border trade agreement, de-
cades in the making, that the Obama
administration hopes will signifi-
cantly reduce tensions between the
historic rivals and aid the war
against al Qaeda and the Taliban.

The transit-trade pact could bol-
ster Afghanistan’s war-ravaged
economy by opening dozens of new
roads into Pakistan and two new
ports, through which Afghan farm-
ers and merchants can export their

products to the region, said officials
involved in the negotiations.

U.S. officials view the deal as
much as a strategic asset as an eco-
nomic one, facilitating greater coop-
eration between Islamabad and
Kabul on issues related to the mili-
tary campaign against the Taliban.

The Obama administration, how-
ever, remains skeptical of Pakistan’s
activities inside Afghanistan, partic-
ularly Islamabad’s believed links to
the Haqqani Network of militants.
The Haqqanis are accused of work-
ing with Pakistan’s intelligence
agencies to launch attacks on coali-
tion and Indian assets inside Af-
ghanistan. Afghanistan historically

has charged Islamabad with seeking
to destabilize Afghanistan by sup-
porting insurgent groups.

Still, the new pact could provide
economic incentives for the two
neighbors to pursue a broader re-
gional peace, said U.S. officials Sun-
day.

“Bringing Islamabad and Kabul
together has been the goal of this
administration from the beginning,”
said Richard Holbrooke, the White
House’s special envoy to Pakistan
and Afghanistan. “This is a visual
display of the two countries coming
together.”

Pakistan and Afghanistan haven’t
updated their cross-border trade

agreement since 1965. This has led
to inflated transports costs and ex-
tended shipping times, according to
Afghan and Pakistani officials.

Afghan’s parliament and Paki-
stan’s cabinet need to pass the
agreement.

Currently, Afghan traders have to
offload all their products at two
border crossings, where Pakistani
trucking companies move the goods
to the port of Karachi. Under the
new agreement, 18 border crossings
will be opened, and Afghan products
will be allowed to move through the
Gwadar and Qasim ports.

“It’s in the interest of Pakistan to
have a stable Afghanistan,” Paki-

stan’s prime minister, Yousuf Raza
Gilani, said ahead of the signing cer-
emony.

U.S. officials hope the agreement
could eventually help ease tensions
between India and Pakistan as well.
Pakistan’s military specifically re-
fused to allow India to engage in the
talks as part of a broader regional
agreement.

Afghan truckers are still barred
from entering India through Paki-
stan soil under the agreement. In-
stead, they must offload their cargo
at a border crossing in Pakistan’s
Punjab province.

—Maria Abi-Habib
contributed to this article.

By Jay Solomon in
Islamabad and

Alan Cullison in Kabul
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For information about listing your funds, please contact: Justin Jones tel: +44 207 842 9674; email: justin.jones@dowjones.com

Andfs. Espanya EU EQ AND 07/15 EUR 11.79 -15.2 3.2 -5.8
Andfs. Estats Units US EQ AND 07/15 USD 14.00 -6.8 11.4 -8.4
Andfs. Europa EU EQ AND 07/15 EUR 7.13 -9.1 8.6 -7.3
Andfs. Franca EU EQ AND 07/15 EUR 8.82 -9.4 10.2 -7.6
Andfs. Japo JP EQ AND 07/15 JPY 475.05 -7.1 4.2 -13.8
Andfs. Plus Dollars US BA AND 07/15 USD 9.31 -1.4 8.5 -3.6
Andfs. RF Dolars US BD AND 07/15 USD 11.71 2.4 9.7 1.7
Andfs. RF Euros EU BD AND 07/15 EUR 10.93 1.0 8.1 1.9
Andorfons EU BD AND 07/15 EUR 14.59 0.6 9.3 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 07/15 EUR 9.42 -1.4 10.8 -4.9
Andorfons Mix 60 EU BA AND 07/15 EUR 8.86 -4.4 9.9 -10.2

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 07/16 EUR 8.91 0.6 -0.2 -3.2
DJE-Absolut P GL EQ LUX 07/16 EUR 205.80 0.5 16.1 -3.8
DJE-Alpha Glbl P EU BA LUX 07/16 EUR 172.60 -3.1 9.9 -3.8
DJE-Div& Substanz P EU EQ LUX 07/16 EUR 219.50 2.1 19.2 1.6
DJE-Gold&Resourc P OT EQ LUX 07/16 EUR 187.96 10.3 34.6 -0.7
DJE-Renten Glbl P EU BD LUX 07/16 EUR 135.67 3.9 8.4 6.3
LuxPro-Dragon I AS EQ LUX 07/16 EUR 144.66 -8.4 10.9 9.1
LuxPro-Dragon P AS EQ LUX 07/16 EUR 140.39 -8.7 10.3 8.6
LuxTopic-Aktien Europa EU EQ LUX 07/16 EUR 17.01 -4.0 11.0 5.0
LuxTopic-Pacific AS EQ LUX 07/16 EUR 17.88 9.2 35.4 3.2

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 07/15 EUR 21.21 -12.8 -9.4 -34.3
MP-TURKEY.SI OT OT SVN 07/15 EUR 41.14 18.5 56.3 15.2

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 07/15 EUR 14.51 8.5 25.1 2.3
Parex Eastern Europ Bd EU BD LVA 07/15 USD 16.37 11.8 30.9 7.4
Parex Russian Eq EE EQ LVA 07/15 USD 20.35 4.3 46.9 -17.6

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
Pictet-Agriculture-P EUR GL EQ LUX 07/15 EUR 125.48 3.5 33.7 NS
Pictet-Asian Eq ExJpn-I USD AS EQ LUX 07/16 USD 165.33 -5.7 17.3 -3.1
Pictet-Asian Eq ExJpn-P USD AS EQ LUX 07/16 USD 156.64 -6.1 16.4 -4.0
Pictet-Biotech-P USD OT EQ LUX 07/15 USD 250.17 -11.6 -6.2 -16.3
Pictet-CHF Liquidity-P CH MM LUX 07/15 CHF 124.12 -0.1 0.0 0.3
Pictet-CHF Liquidity-P dy CH MM LUX 07/15 CHF 93.33 -0.1 0.0 0.3
Pictet-Conv. Bonds-P EUR EU BD LUX 07/15 EUR 100.18 NS NS NS
Pictet-Digital Comm-P USD OT EQ LUX 07/15 USD 119.76 2.5 24.2 6.7
Pictet-Eastern Europe-P EUR EU EQ LUX 07/15 EUR 347.60 10.5 65.1 -4.4
Pictet-Emerging Markets-P USD GL EQ LUX 07/16 USD 500.43 -6.2 21.8 -8.2
Pictet-Eu Equities Sel-P EUR EU EQ LUX 07/15 EUR 412.51 1.1 22.3 -2.7
Pictet-EUR Bonds-P EU BD LUX 07/15 EUR 398.19 3.6 6.3 5.6
Pictet-EUR Bonds-Pdy EU BD LUX 07/15 EUR 291.99 3.6 6.3 5.6
Pictet-EUR Corporate Bonds-P EU BD LUX 07/15 EUR 151.92 2.7 9.8 8.6
Pictet-EUR Corporate Bonds-Pdy EU BD LUX 07/15 EUR 102.99 2.7 9.8 8.6
Pictet-EUR High Yield-P EU BD LUX 07/15 EUR 154.74 5.8 29.7 8.7
Pictet-EUR High Yield-Pdy EU BD LUX 07/15 EUR 84.81 5.8 29.7 8.7
Pictet-EUR Liquidity-P EU MM LUX 07/15 EUR 136.09 0.1 0.3 1.3
Pictet-EUR Liquidity-Pdy EU MM LUX 07/15 EUR 96.75 0.1 0.3 1.3
Pictet-EUR Sovereign Liq-P EU MM LUX 07/15 EUR 102.41 0.0 0.0 1.0
Pictet-EUR Sovereign Liq-Pdy EU MM LUX 07/15 EUR 99.92 0.0 0.0 1.0
Pictet-Europe Index-P EUR EU EQ LUX 07/15 EUR 102.82 1.8 23.7 0.3
Pictet-European Sust Eq-P EUR EU EQ LUX 07/15 EUR 137.02 3.0 25.4 1.0
Pictet-Glo Emerging Debt-P USD GL BD LUX 07/15 USD 256.72 5.5 17.7 13.7
Pictet-Glo Emerging Debt-Pdy USD GL BD LUX 07/15 USD 166.73 5.5 17.7 13.6
Pictet-Greater China-P USD AS EQ LUX 07/16 USD 323.69 -7.8 9.7 0.7
Pictet-Indian Equities-P USD EA EQ LUX 07/16 USD 375.33 4.1 35.2 14.7
Pictet-Japan Index-P JPY JP EQ LUX 07/16 JPY 8212.67 -7.5 -1.8 -17.4
Pictet-Japanese Eq 130/30-P JPY JP EQ LUX 07/16 JPY 4158.15 -5.9 0.6 -15.6
Pictet-Japanese Eq Sel-I JPY JP EQ LUX 07/16 JPY 7141.67 -7.8 -2.5 -20.3
Pictet-Japanese Eq Sel-P JPY JP EQ LUX 07/16 JPY 6903.08 -8.1 -3.1 -20.8
Pictet-MENA-P USD OT OT LUX 07/14 USD 46.11 2.8 NS NS
Pictet-Pac (ExJpn) Idx-P USD AS EQ LUX 07/16 USD 254.61 -6.8 23.9 -2.5
Pictet-Piclife-P CHF CH BA LUX 07/15 CHF 782.15 -1.1 8.0 1.4
Pictet-Premium Brands-P EUR OT EQ LUX 07/15 EUR 75.65 15.8 50.0 17.4
Pictet-Russian Equities-P USD EE EQ LUX 07/15 USD 63.47 -1.5 61.5 -16.7
Pictet-Security-P USD GL EQ LUX 07/15 USD 103.95 4.4 24.2 7.0
Pictet-Small Cap Europe-P EUR EU EQ LUX 07/15 EUR 483.45 6.8 28.9 0.4
Pictet-Timber-P USD GL EQ LUX 07/15 USD 102.90 -3.4 32.0 NS
Pictet-USA Index-P USD US EQ LUX 07/15 USD 89.60 -1.2 18.8 -3.7
Pictet-USD Government Bonds-P US BD LUX 07/15 USD 537.04 5.8 6.6 5.5
Pictet-USD Government Bonds-Pdy US BD LUX 07/15 USD 384.00 5.8 6.6 5.5
Pictet-USD Liquidity-P US MM LUX 07/15 USD 131.06 0.0 0.1 0.8
Pictet-USD Liquidity-Pdy US MM LUX 07/15 USD 84.86 0.0 0.1 0.8
Pictet-USD Sovereign Liq-P US MM LUX 07/15 USD 101.57 0.0 0.0 0.7
Pictet-USD Sovereign Liq-Pdy US MM LUX 07/15 USD 100.07 0.0 0.0 0.7
Pictet-Water-P EUR GL EQ LUX 07/15 EUR 133.19 7.5 23.0 4.1
Pictet-World Gvt Bonds-P USD EU BD LUX 07/16 USD 167.90 1.7 4.0 3.5
Pictet-World Gvt Bonds-Pdy USD EU BD LUX 07/16 USD 136.15 1.7 4.0 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 07/15 USD 14.09 4.8 29.9 9.3
Japan Fund USD JP EQ IRL 07/16 USD 16.15 1.6 5.8 2.2
Polar Healthcare Class I USD OT EQ IRL 07/15 USD 12.23 -5.4 12.9 NS
Polar Healthcare Class R USD OT EQ IRL 07/15 USD 12.18 -5.7 12.5 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 07/14 USD 151.57 19.0 61.7 12.9

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
ACTION FRANCE A EU EQ IRL 07/15 EUR 666.77 -5.8 16.7 -4.3
CORE EUROZONE EQ B EU EQ IRL 07/15 EUR 799.64 -3.9 17.0 -3.0
EURO FIXED INCOME A EU BD IRL 07/15 EUR 1317.13 5.8 13.1 4.6
EURO FIXED INCOME B EU BD IRL 07/15 EUR 1410.94 6.2 13.8 5.2
EUROPEAN SMALL CAP A EU EQ IRL 07/15 EUR 1275.51 6.2 31.3 -0.8
EUROPEAN SMALL CAP B EU EQ IRL 07/15 EUR 1370.69 6.6 32.1 -0.2
EUROZONE AGG A EUR EU EQ IRL 07/15 EUR 667.37 1.8 25.8 -1.2
EUROZONE AGG B EUR EU EQ IRL 07/15 EUR 962.18 2.1 26.5 -0.6
GLB REAL EST SEC A OT EQ IRL 07/15 USD 893.94 -0.3 29.9 -7.8
GLB REAL EST SEC B OT EQ IRL 07/15 USD 924.60 0.0 30.7 -7.2
GLB REAL EST SEC EH A OT EQ IRL 07/15 EUR 803.05 -0.2 27.3 -7.5
GLB REAL EST SEC SH B OT EQ IRL 07/15 GBP 75.91 0.2 28.6 -7.6
GLB STRAT YIELD A EU BD IRL 07/15 EUR 1704.21 6.0 25.9 8.5
GLB STRAT YIELD B EU BD IRL 07/15 EUR 1829.45 6.4 26.7 9.2
GLOBAL BOND A EU BD IRL 07/15 EUR 1277.06 15.6 23.4 16.2
GLOBAL BOND B EU BD IRL 07/15 EUR 1364.46 15.9 24.1 16.9
GLOBAL BOND EH A GL BD IRL 07/15 EUR 1473.41 7.1 15.1 7.8
GLOBAL BOND EH B GL BD IRL 07/15 EUR 1568.95 7.5 15.8 8.5
JAPAN EQUITY A JP EQ IRL 07/15 JPY 10883.91 -6.5 -1.5 -16.4
JAPAN EQUITY B JP EQ IRL 07/15 JPY 11638.09 -6.2 -0.9 -15.9
PAC BASIN (X JPN) A AS EQ IRL 07/15 USD 2199.56 -3.8 25.5 3.6
PAC BASIN (X JPN) B AS EQ IRL 07/15 USD 2355.01 -3.5 26.2 4.2
PAN EUROPEAN EQUITY A EU EQ IRL 07/15 EUR 981.38 2.0 25.7 -1.1
PAN EUROPEAN EQUITY B EU EQ IRL 07/15 EUR 1049.40 2.3 26.4 -0.6
US EQUITY A US EQ IRL 07/15 USD 852.75 -2.3 17.8 -5.6
US EQUITY B US EQ IRL 07/15 USD 915.93 -2.0 18.5 -5.1
US SMALL CAP EQUITY A US EQ IRL 07/15 USD 1317.57 2.2 24.5 -4.3
US SMALL CAP EQUITY B US EQ IRL 07/15 USD 1416.09 2.6 25.3 -3.7

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 07/14 EUR 23.36 1.2 5.7 4.6
Bonds Eur Hi Yld A EU BD LUX 07/14 EUR 21.54 4.6 23.6 6.3
Bonds EURO A EU BD LUX 07/15 EUR 42.15 2.7 4.9 7.0
Bonds Europe A EU BD LUX 07/15 EUR 40.40 3.3 5.2 6.7
Bonds US MtgBkSec A US BD LUX 04/29 USD 24.41 -4.7 11.9 0.0
Bonds World A GL BD LUX 07/14 USD 42.16 0.4 4.1 3.5
Eq. AsiaPac Dual Strategies A AS EQ LUX 07/15 USD 9.65 -7.5 18.8 -2.6
Eq. China A AS EQ LUX 07/15 USD 21.18 -12.3 5.5 -0.7
Eq. Concentrated Euroland A EU EQ LUX 07/15 EUR 84.54 -9.1 5.1 -10.3
Eq. ConcentratedEuropeA EU EQ LUX 07/14 EUR 27.30 1.1 22.9 -5.2
Eq. Emerging Europe A EU EQ LUX 07/14 EUR 26.22 11.3 65.1 -13.7
Eq. Equities Global Energy OT EQ LUX 07/14 USD 15.64 -13.8 7.7 -24.3
Eq. Euroland A EU EQ LUX 07/15 EUR 10.14 -6.3 11.3 -9.4
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 07/15 EUR 144.62 2.5 25.2 -1.4
Eq. EurolandCyclclsA OT EQ LUX 07/15 EUR 18.10 1.7 20.7 -3.2
Eq. EurolandFinancialA OT EQ LUX 07/15 EUR 9.95 -12.0 5.4 -11.3
Eq. Glbl Emg Cty A GL EQ LUX 07/15 USD 8.53 -11.9 6.2 -11.9

Eq. Global A GL EQ LUX 07/15 USD 26.53 -4.7 16.5 -6.5
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 07/15 USD 32.39 6.9 31.8 1.6
Eq. India A EA EQ LUX 07/15 USD 133.23 1.9 29.9 13.4
Eq. Japan CoreAlpha A JP EQ LUX 07/15 JPY 7193.27 -0.8 0.0 -7.8
Eq. Japan Sm Cap A JP EQ LUX 07/15 JPY 1028.12 -3.9 0.0 -9.4
Eq. Japan Target A JP EQ LUX 07/16 JPY 1601.53 -2.2 -5.4 -7.6
Eq. Latin America A GL EQ LUX 07/15 USD 108.39 -6.8 30.2 -10.3
Eq. US ConcenCore A US EQ LUX 07/14 USD 21.74 -3.8 20.5 -2.2
Eq. US Focused A US EQ LUX 07/15 USD 15.19 -4.2 10.7 -15.8
Eq. US Lg Cap Gr A US EQ LUX 07/14 USD 14.42 -5.5 16.2 -12.4
Eq. US Mid Cap A US EQ LUX 07/14 USD 31.37 5.0 37.6 -2.3
Eq. US Multi Strg A US EQ LUX 07/15 USD 20.75 -2.5 17.1 -8.8
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 07/15 USD 15.65 -1.9 17.1 -12.1
Money Market EURO A EU MM LUX 07/14 EUR 27.44 0.2 0.4 1.6
Money Market USD A US MM LUX 07/14 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 07/16 JPY 8479.00 -10.4 0.4 -18.5
YMR-N Small Cap Fund JP EQ IRL 07/16 JPY 6261.00 -10.7 -4.6 -16.0

n Yuki 77 Series
Yuki 77 General JP EQ IRL 07/16 JPY 5269.00 -14.3 -9.6 -23.6

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 07/16 JPY 6034.00 -11.6 -3.2 -19.5
Yuki Chugoku JpnLowP JP EQ IRL 07/16 JPY 7325.00 -2.9 -5.8 -17.3

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 07/16 JPY 4024.00 -13.9 -7.6 -25.0
Yuki Hokuyo Jpn Inc JP EQ IRL 07/16 JPY 4790.00 -8.7 -5.2 -19.4
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 07/16 JPY 4542.00 -11.0 -6.1 -15.5

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III JP EQ IRL 07/16 JPY 3806.00 -13.9 -7.3 -26.8
Yuki Mizuho Jpn Dyn Gro JP EQ IRL 07/16 JPY 4089.00 -12.3 -6.9 -26.4
Yuki Mizuho Jpn Exc 100 JP EQ IRL 07/16 JPY 5965.00 -14.4 -4.6 -21.9
Yuki Mizuho Jpn Gen JP EQ IRL 07/16 JPY 7755.00 -10.0 -2.4 -19.1
Yuki Mizuho Jpn Gro JP EQ IRL 07/16 JPY 5698.00 -10.4 -6.8 -20.6
Yuki Mizuho Jpn Inc JP EQ IRL 07/16 JPY 7096.00 -7.0 -3.1 -20.8
Yuki Mizuho Jpn Lg Cap JP EQ IRL 07/16 JPY 4547.00 -12.4 -5.5 -21.4
Yuki Mizuho Jpn LowP JP EQ IRL 07/16 JPY 10684.00 -7.6 -4.9 -14.8
Yuki Mizuho Jpn PGth JP EQ IRL 07/16 JPY 6806.00 -14.5 -10.2 -24.5
Yuki Mizuho Jpn SmCp JP EQ IRL 07/16 JPY 6556.00 -8.1 -1.3 -14.0
Yuki Mizuho Jpn Val Sel AS EQ IRL 07/16 JPY 5157.00 -8.7 -5.0 -18.1
Yuki Mizuho Jpn YoungCo AS EQ IRL 07/16 JPY 2462.00 -9.7 -9.2 -21.2

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 07/16 JPY 4888.00 -9.8 -2.5 -20.1

For information about listing your funds, please contact: Justin Jones tel: +44 207 842 9674; email: justin.jones@dowjones.com
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Telefónica
drops its offer
for Vivo stake

MADRID—Telefónica SA said
Saturday it wouldn’t extend its €7.15
billion ($9.24 billion) offer for Por-
tugal Telecom SGPS SA’s stake in
Brazil’s Vivo Participacoes SA, fol-
lowing an extended bidding process.

“Portugal Telecom’s board of di-
rectors didn’t accept the bid within
the timeframe and it is now termi-
nated,” Spain’s Telefónica said in a
regulatory filing.

Analysts had called Telefónica’s
twice-sweetened offer generous. It
was almost as high as Portugal Tele-
com’s market capitalization of €9.1
billion.

Portugal Telecom had asked
Telefónica to extend the offer period
to July 28 from July 16.

In June, 74% of Portugal Tele-
com’s shareholders voted to accept
Telefónica’s offer, but the Portu-
guese government blocked the sale
using authority to veto sales in key
companies. The European Court of
Justice has said the so-called
golden-share veto power is illegal.

Portugal Telecom and Telefónica
have been locked for months in a
power struggle over Vivo, which
they control through Brasilcel, a
joint venture that owns 60% of the
company. Each sees Vivo as key to
growth prospects amid declining
revenue in mature home markets
and the lingering impact of a severe
recession.

BY JASON SINCLAIR

Buyout firms tend to be
opportunistic in their timing, and
Carlyle Group LP is no exception.
Still, the private-equity firm’s $3.8
billion acquisition of NBTY Inc., a
manufacturer of nutritional
supplements, comes at a full
valuation.

To see a meaningful return on
its investment, Carlyle should
consider monetizing NBTY’s
branded wholesale and retail
operations separately, through
initial public offerings or sales.

Carlyle is paying $55 a share, a
47% premium to NBTY’s closing
price on Wednesday. At 8.4 times
trailing earnings before interest,
taxes, depreciation and
amortization, the multiple is
atypically high for a private-
equity buyer. But a sum-of-the-
parts analysis makes the purchase
price easier to comprehend.

Under the NBTY corporate
hood are four different
businesses: branded wholesale
and U.S. operations; North
American retail; European retail;
and direct response and e-
commerce.

The branded wholesale and
U.S. operations segment
manufactures and markets
nutritional supplements to

pharmacies and other retailers
under brands such as Nature’s
Bounty and Ester-C as well as
under private-label brands.

This is the largest segment,
with revenue for the last 12
months of $1.7 billion and Ebitda
of $288 million.

From a valuation perspective,
NBTY can be likened to branded
and private-label food
manufacturers, which generally
trade between seven times and 11
times trailing Ebitda. At that
valuation, this segment is worth
$2 billion to $3.2 billion.

NBTY’s European retail
segment operated 1,032 stores at
the end of 2009 under multiple
brand names, the largest of which
is Holland & Barrett. It generated
revenue of $646 million in the last
12 months and Ebitda of $118

million. Through organic growth
and acquisitions, this business has
doubled in size in the last five
years.

Ebitda margins of 18% are
healthy for a retailer. This
segment would likely be valued
between seven times and nine
times Ebitda as a stand-alone
entity, more likely at the top end
given its superior growth and
margins. That equates to
something between $800 million
and $1.1 billion.

The North American retail
business is the weak link in the
chain. As of 2009, it operated 442
Vitamin World retail stores in the
U.S. and 86 Le Naturiste stores in
Canada. Despite decent scale, the
business has struggled to achieve
consistent profitability. Its Ebitda
margin of 4% over the last 12
months is less than half the 10%
margin of publicly traded
competitor Vitamin Shoppe Inc..

Vitamin Shoppe, formerly
owned by private-equity firm
Irving Place Capital, trades at a
lofty 11 times trailing Ebitda.

NBTY’s direct response/e-
commerce business offers a full-
line of vitamins and personal-care
items through Internet and
catalog channels. It generated
revenue in the last 12 months of
$230 million with healthy Ebitda
margins of 33%. Given the rapid
growth in e-commerce, this
business is likely to be valued at a

higher multiple than the retail
segments. At eight to 10 times
trailing Ebitda, the valuation for
this segment would come to $614
million to $767 million.

Finally, the corporate overhead
for NBTY, of $39 million, can be
ascribed a multiple of five times
to six times, to subtract roughly

$200 million out of the above sum
of the parts.

This sum-of-the-parts analysis
yields an enterprise valuation
between $3.4 billion and $5
billion. It would be worthwhile for
NBTY’s new financial owners to
consider breaking up the
company, conducting IPOs or
selling the retail and wholesale
parts separately, in order to
realize the top end of that range.

—Sameer Bhatia

[ Think Again ]

A SECOND LOOK AT SECTORS AND STOCKS

NBTY breakup: healthy for Carlyle

Think Again uses material
from Dow Jones Investment
Banker. For more informa-
tion, visit www.dow-
jones.com/banker

NBTY nutritional products
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A sum-of-the-parts analysis
of NBTY makes Carlyle’s
purchase price easier to
comprehend.
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INTERVIEW

BUDAPEST—It’s been quite a journey for
Sándor Csányi. The son of a carpet-weaver
mother and a father who worked in the
local farm cooperative, who left home in
Jászárokszállás, a small town on Hungary’s
Great Northern Plain at 14 to go to high
school in Budapest is now, at 57, one of
Hungary’s richest men, with a fortune
estimated at more than $500 million.

Mr. Csányi has been in charge of the
country’s largest financial institution, OTP
Bank PLC, as chief executive and chairman,
since 1992. With such an important role in
the country’s financial system for nearly
two decades, it’s hardly surprising that he
has immense clout as a businessman and is
well acquainted with the most powerful
political figures, including newly elected
Prime Minister Viktor Orbán.

His talents are not confined to just
running his bank. The day before this
interview he was negotiating with a
delegation from the International Monetary
Fund, attempting to get them to agree to a
higher-than-planned 2011 budget deficit
target to boost Hungary’s ailing economy, in
exchange for a government commitment to
reduce the size of the public sector. Then
there is also the matter of Hungarian
football; he has just been elected president
of the country’s national federation.

“I like doing this,” he says of his multiple
roles in Hungary’s national life, as he sits in
his office in Budapest. “It’s like when I play
chess. I sit there for hours and I want to see
whether a move is successful or not.
However, I’m happy when I win.”

Hungary’s economy, like most in the euro
zone, hasn’t been winning of late. A
combination of lax fiscal policy and a large
external debt hit the economy hard. In
October 2008 it was forced to sign a €20
billion ($26 billion at today’s rate) financing
agreement with the International Monetary
Fund and the European Union to avoid
financial catastrophe.

Under the terms of the deal, Hungary
must cut its deficit to 3.8% of gross
domestic product this year, which the
government hopes to achieve by imposing a
new tax on the financial sector to raise an
extra €710 million in revenue.

The tax, if approved in Hungary’s
parliament this week, will be levied at 0.45%
on banks’ adjusted total assets, far larger
than the 0.15% tax on net liabilities planned
in the U.S. and the 0.07% on assets levied in
the U.K. It will also, controversially, affect
insurance firms and leasing companies. An
association of Hungarian insurance
companies has warned that some smaller
insurers could go belly-up as a result of the
tax, while the Hungarian Leasing
Association said the tax will drive the
country’s leasing market into collapse.

Hungary’s six largest foreign-owned
banks have already appealed to the IMF, but
Mr. Csányi remains warmer to the
government’s plan than his competitors.

“Naturally, we aren’t happy about the tax
but it’s of extreme importance for me how
Hungary’s risk assessment [among
investors] and risk premiums develop,” he
says. “Keeping the budget deficit goal is of

prime importance since we [OTP] are the
first to feel it when market confidence in
the country disappears. Deterioration in
[investor] confidence and the introduction
of the bank tax are equally negative
developments; that’s why I was a bit more
accommodating to the idea of the tax.”

Mr. Csányi says the tax should only be
imposed with a strict time limit; to retain it
longer than two years would hurt economic
growth. The independent Fiscal Council
overseeing budget developments has
projected that the tax would result in
increased charges for banking services,
which would be passed on to retail clients.

Furthermore, “when banks must decide
about capital and liquidity allocation, the
parent banks could decide to put their
money elsewhere [rather than Hungary],”
Mr. Csányi says.

Even without the extra levy, the bank
sector’s profitability is expected to fall
around 15-20% this year, partly because of
the weaker business climate, and partly
because of regulatory investigations that
have forced banks to increase loan loss
provisions, Mr. Csányi says.

However, “analysts’ forecasts—which
are usually cautious—do come true,” Mr.
Csányi says, when asked about OTP’s
second-quarter operating profit before
making loan-loss provisions. The forecasts
range around 100 billion forints ($458
million).

In his office in the bank’s headquarters,
built in the late 19th-century Succession
style, with stained-glass windows and
hand-carved dark wood furniture, Mr.
Csányi, keeps a series of bronze statuettes.

They depict wild game and hunting scenes,
reflecting one of his favorite pastimes.
These days, however, it seems the banking
sector itself is caught in the cross-
hairs—facing stress tests and extra levies.

Mr. Csányi seems unflustered by the
test results, noting his bank’s Tier 1 capital
adequacy ratio was the fifth highest, at
17.5%, in the Bloomberg European Banking
Index at the end of last year, after Credit
Suisse, UBS, Sberbank and Danske Bank.

“I agree that stricter regulation is
necessary for the sector, but the
regulations shouldn’t limit business
activity and taking risks.” However, he
adds, “Banking products should be
completely transparent, not involving
hidden risks to the clients. Because if a
product is risky for the client, that product
will sooner or later become risky for the
bank as well.”

Mr. Csányi argues that banking sector
profitability in the Central and Eastern
European region will persist in the medium
term. That is because the region will
continue catching up with Western Europe
and that will be reflected in the rise of
gross domestic product and wages. But for
the time being, the penetration of banking
products is lower than in Western Europe.

Mr. Csányi has transformed OTP,
Hungary’s communist-era banking
monopoly. Today it is ranked at 162 in the
world’s top 1,000 banks by The Banker
magazine with branches in Bulgaria,
Slovakia, Romania, Ukraine, Russia, Croatia
and Montenegro, as well as Hungary.

Mr. Csányi expects OTP to expand over
the next 10 years, but, in the shorter term,

an efficiency drive is under way. OTP will
aim to retain its almost 30% market share
in attracting deposits while it expects to
see a significant rise in fund management
activity. Following a government ban on
foreign currency-denominated lending,
Hungary’s returning to forint-denominated
lending, a traditional OTP strength, will
significantly improve the bank’s market
position. OTP will also rely on its branch
network with its offers for small and
medium-size businesses, Mr. Csányi says.

For OTP, the economic downturn is over
in Ukraine and Russia and organic growth
rather than acquisitions is the way forward
there. Elsewhere, OTP’s strong capital
position allows it to go cherry picking for
acquisition targets in Serbia, Slovakia,
Romania and Croatia. Mr. Csányi says 8%
to 10% of the market in those countries
would be an optimum size.

He also sees the future in what OTP is
good at—turning old-fashioned, stodgy
retail banks into lean, up-to-date,
competitive financial institutions. But now
OTP may be looking outside its
geographical home turf; Mr. Csányi cited
Vietnam as a possible area of expansion.

Amid the IMF negotiations, consulting
with Hungary’s government and running
his bank, Mr. Csányi has not forgotten his
duties toward the football federation. The
question is, can he restore the fortunes of
a federation that last saw success in the
1950s when the famed “Golden Team” led
by Ferenc Puskás beat England 6-3 at
Wembley and were runners up at the 1954
World Cup? “There’ll be many battles,” he
says. One suspects he will enjoy them.

[ Sándor Csányi ]

BY MARGIT FEHER
AND VERONIKA GULYAS

Hunting down a winning return
both on and off the football field
The head of Hungary’s
biggest bank—and its
soccer federation—revels
in his numerous roles

Ferenc Redei for The Wall Street Journal

Sándor Csányi agrees that stricter banking regulation is necessary for the sector, ‘but the regulations shouldn’t limit business activity and taking risks.’
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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 07/15 USD 9.90 -4.5 15.1 -7.1
Am Blend Portfolio I US EQ LUX 07/15 USD 11.69 -4.3 15.7 -6.5
Am Growth A US EQ LUX 07/15 USD 28.91 -7.5 13.9 -1.7
Am Growth B US EQ LUX 07/15 USD 24.18 -7.9 12.8 -2.7
Am Growth I US EQ LUX 07/15 USD 32.19 -7.0 14.8 -0.9
Am Income A US BD LUX 07/15 USD 8.70 6.2 18.1 9.4
Am Income A2 US BD LUX 07/15 USD 20.27 6.5 18.1 9.4
Am Income B US BD LUX 07/15 USD 8.70 5.8 17.2 8.6
Am Income B2 US BD LUX 07/15 USD 17.40 6.0 17.3 8.6
Am Income I US BD LUX 07/15 USD 8.70 6.5 18.7 10.1
Emg Mkts Debt A GL BD LUX 07/15 USD 16.08 6.7 24.1 12.5

Emg Mkts Debt A2 GL BD LUX 07/15 USD 21.52 7.0 24.1 12.6
Emg Mkts Debt B GL BD LUX 07/15 USD 16.08 6.2 23.0 11.4
Emg Mkts Debt B2 GL BD LUX 07/15 USD 20.62 6.5 22.9 11.5
Emg Mkts Debt I GL BD LUX 07/15 USD 16.08 7.0 24.7 13.1
Emg Mkts Growth A GL EQ LUX 07/15 USD 33.23 -4.1 25.2 -6.9
Emg Mkts Growth B GL EQ LUX 07/15 USD 28.01 -4.6 23.9 -7.9
Emg Mkts Growth I GL EQ LUX 07/15 USD 37.00 -3.7 26.2 -6.2
Eur Growth A EU EQ LUX 07/15 EUR 7.34 4.4 20.3 -4.7
Eur Growth B EU EQ LUX 07/15 EUR 6.57 4.0 19.2 -5.6
Eur Growth I EU EQ LUX 07/15 EUR 8.04 4.8 21.3 -3.9
Eur Income A EU BD LUX 07/15 EUR 6.78 5.7 22.1 9.6
Eur Income A2 EU BD LUX 07/15 EUR 13.64 6.0 22.1 9.6
Eur Income B EU BD LUX 07/15 EUR 6.78 5.3 21.3 8.8
Eur Income B2 EU BD LUX 07/15 EUR 12.64 5.6 21.2 8.8
Eur Income I EU BD LUX 07/15 EUR 6.78 6.0 22.6 10.2
Eur Strat Value A EU EQ LUX 07/15 EUR 8.23 -3.5 14.8 -9.3
Eur Strat Value I EU EQ LUX 07/15 EUR 8.45 -3.3 15.6 -8.6
Eur Value A EU EQ LUX 07/15 EUR 8.87 -3.6 15.2 -5.7
Eur Value B EU EQ LUX 07/15 EUR 8.12 -4.0 14.2 -6.7
Eur Value I EU EQ LUX 07/15 EUR 10.29 -3.1 16.1 -5.0
Gl Balanced (Euro) A EU BA LUX 07/15 USD 14.86 NS NS NS
Gl Balanced (Euro) B EU BA LUX 07/15 USD 14.39 NS NS NS
Gl Balanced (Euro) C EU BA LUX 07/15 USD 14.71 NS NS NS
Gl Balanced (Euro) I EU BA LUX 07/15 USD 15.18 NS NS NS
Gl Balanced A US BA LUX 07/15 USD 16.02 -2.8 12.3 -5.3
Gl Balanced B US BA LUX 07/15 USD 15.15 -3.3 11.1 -6.2
Gl Balanced I US BA LUX 07/15 USD 16.67 -2.5 12.9 -4.6
Gl Bond A US BD LUX 07/15 USD 9.55 5.4 12.4 7.6
Gl Bond A2 US BD LUX 07/15 USD 16.90 5.6 12.4 7.6
Gl Bond B US BD LUX 07/15 USD 9.55 4.9 11.4 6.6
Gl Bond B2 US BD LUX 07/15 USD 14.72 5.0 11.3 6.5

Gl Bond I US BD LUX 07/15 USD 9.55 5.7 13.0 8.2
Gl Conservative A US BA LUX 07/15 USD 14.74 0.3 9.9 -0.1
Gl Conservative A2 US BA LUX 07/15 USD 16.98 0.3 10.0 -0.1
Gl Conservative B US BA LUX 07/15 USD 14.73 -0.2 8.9 -1.1
Gl Conservative B2 US BA LUX 07/15 USD 16.05 -0.2 8.9 -1.1
Gl Conservative I US BA LUX 07/15 USD 14.83 0.7 10.9 0.7
Gl Eq Blend A GL EQ LUX 07/15 USD 10.69 -8.3 11.2 -14.6
Gl Eq Blend B GL EQ LUX 07/15 USD 9.98 -8.9 10.2 -15.4
Gl Eq Blend I GL EQ LUX 07/15 USD 11.33 -7.9 12.2 -13.8
Gl Growth A GL EQ LUX 07/15 USD 38.92 -7.1 11.9 -14.6
Gl Growth B GL EQ LUX 07/15 USD 32.31 -7.6 10.8 -15.5
Gl Growth I GL EQ LUX 07/15 USD 43.40 -6.7 12.8 -13.9
Gl High Yield A US BD LUX 07/15 USD 4.43 6.5 32.1 10.3
Gl High Yield A2 US BD LUX 07/15 USD 9.90 6.9 32.2 10.3
Gl High Yield B US BD LUX 07/15 USD 4.43 5.9 30.7 8.9
Gl High Yield B2 US BD LUX 07/15 USD 15.83 6.4 30.8 9.2
Gl High Yield I US BD LUX 07/15 USD 4.43 6.8 32.9 11.0
Gl Thematic Res A GL EQ LUX 07/15 USD 14.14 -4.0 17.0 2.7
Gl Thematic Res B GL EQ LUX 07/15 USD 12.31 -4.5 15.9 1.7
Gl Thematic Res I GL EQ LUX 07/15 USD 15.84 -3.6 17.9 3.6
Gl Value A GL EQ LUX 07/15 USD 10.12 -9.2 11.1 -14.3
Gl Value B GL EQ LUX 07/15 USD 9.25 -9.7 10.0 -15.1
Gl Value I GL EQ LUX 07/15 USD 10.81 -8.8 12.0 -13.6
India Growth A EA EQ LUX 07/15 USD 134.90 6.3 39.5 NS
India Growth AX EA EQ LUX 07/15 USD 118.10 6.5 39.9 16.6
India Growth B EA EQ LUX 07/15 USD 140.56 5.7 38.1 NS
India Growth BX EA EQ LUX 07/15 USD 100.41 5.9 38.5 15.4
India Growth I EA EQ LUX 07/15 USD 122.72 6.8 40.6 17.1
Int'l Health Care A OT EQ LUX 07/15 USD 131.00 -4.7 12.6 -4.6
Int'l Health Care B OT EQ LUX 07/15 USD 109.90 -5.2 11.5 -5.6
Int'l Health Care I OT EQ LUX 07/15 USD 143.74 -4.3 13.5 -3.9

Int'l Technology A OT EQ LUX 07/15 USD 109.44 -0.8 24.8 -2.5
Int'l Technology B OT EQ LUX 07/15 USD 94.32 -1.4 23.5 -3.4
Int'l Technology I OT EQ LUX 07/15 USD 123.23 -0.4 25.8 -1.7
Japan Blend A JP EQ LUX 07/15 JPY 5562.00 -7.7 -0.8 -18.2
Japan Growth A JP EQ LUX 07/15 JPY 5286.00 -10.0 -4.0 -19.7
Japan Growth I JP EQ LUX 07/15 JPY 5462.00 -9.6 -3.3 -19.0
Japan Strat Value A JP EQ LUX 07/15 JPY 5844.00 -4.5 4.0 -16.7
Japan Strat Value I JP EQ LUX 07/15 JPY 6025.00 -4.1 4.9 -16.1
Real Estate Sec. A OT EQ LUX 07/15 USD 14.25 -0.7 27.8 -5.5
Real Estate Sec. B OT EQ LUX 07/15 USD 12.96 -1.2 26.6 -6.5
Real Estate Sec. I OT EQ LUX 07/15 USD 15.38 -0.3 28.9 -4.8
Short Mat Dollar A US BD LUX 07/15 USD 7.32 2.2 10.0 0.1
Short Mat Dollar A2 US BD LUX 07/15 USD 10.02 2.3 9.9 0.1
Short Mat Dollar B US BD LUX 07/15 USD 7.32 2.0 9.5 -0.3
Short Mat Dollar B2 US BD LUX 07/15 USD 9.95 2.2 9.5 -0.3
Short Mat Dollar I US BD LUX 07/15 USD 7.32 2.5 10.6 0.7
US Thematic Research A US EQ LUX 07/15 USD 8.35 -2.1 11.9 -3.4
US Thematic Research B US EQ LUX 07/15 USD 7.64 -2.7 10.7 -4.4
US Thematic Research I US EQ LUX 07/15 USD 9.02 -1.7 12.8 -2.6

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 07/15 GBP 7.81 -5.3 17.0 1.0
Andfs. Borsa Global GL EQ AND 07/15 EUR 6.06 -6.7 10.2 -11.2
Andfs. Emergents GL EQ AND 07/15 USD 15.89 -8.4 19.2 -5.8

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 16, 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

5 MacKayShields Jyske Invest Fund DKKDNK 20.12 47.00 24.29 NS
High Yield Obl Mgmt 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 Bds EUR R Luxembourg

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

4 Nordea Nordea Invest DKKDNK 8.37 39.11 15.43 7.82
Invest Spcl Euro Hi-Yld Bd Special

5 Ålandsbanken Ålandsbanken EURFIN 10.02 38.94 19.11 NS
Euro High Yld A Rahastoyhtiö Oy

3 Nordea Euro Nordea EURFIN 9.25 38.44 13.02 5.49
Yrityslaina Plus Kasvu Rahastoyhtiö Suomi Oy

NS Phoenix Fund VPV Bankiers EURNLD 8.85 38.31 -30.33 -13.54
NV Inc N.V./IMC Asset Mgmt

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

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

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

MARKETS

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

12-month and 2-year returns may be calculated over 11- and 23-month periods
pending receipt and publication of the last month end price.
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n ALEXANDRA INVESTMENT MANAGEMENT
Alexandra Convertible Bond Fund I, Ltd. (Class A) OT OT VGB 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 06/30 EUR 89.29 -2.7 12.1 -12.8
Special Opp Inst EUR OT OT CYM 06/30 EUR 84.66 -2.4 12.8 -12.3
Special Opp Inst USD OT OT CYM 06/30 USD 96.34 -2.2 13.4 -10.3
Special Opp USD OT OT CYM 06/30 USD 94.02 -2.6 12.6 -10.9

n HSBC Portfolio Selection Fund
GH Fund AP OT OT GGY 04/30 EUR 120.82 3.5 -13.4 -3.8
GH Fund CHF Hdg OT OT GGY 06/30 CHF 109.40 -1.2 4.8 -6.3
GH Fund EUR Hdg (Non-V) OT OT GGY 04/30 EUR 109.43 2.9 -15.9 -5.9
GH Fund GBP Hdg OT OT GGY 06/30 GBP 130.82 -1.0 5.6 -5.9
GH Fund Inst USD OT OT GGY 06/30 USD 110.89 -0.8 6.0 -4.0
GH FUND S EUR OT OT CYM 06/30 EUR 127.33 -0.5 6.5 -4.9
GH FUND S GBP OT OT GGY 06/30 GBP 132.29 -0.3 6.8 -4.8
GH Fund S USD OT OT CYM 06/30 USD 149.47 -0.5 6.7 -3.5
GH Fund USD OT OT GGY 06/30 USD 270.53 -1.2 5.2 -4.8
Hedge Investments OT OT JEY 06/18 USD 140.42 NS 7.7 NS
Leverage GH USD OT OT GGY 05/31 USD 120.11 -0.2 14.1 -11.4
MultiAdv Arb CHF Hdg OT OT JEY 06/30 CHF 95.57 1.1 7.3 -7.8
MultiAdv Arb EUR Hdg OT OT JEY 06/30 EUR 104.32 1.3 8.3 -7.1
MultiAdv Arb GBP Hdg OT OT JEY 05/28 GBP 113.47 2.2 11.4 -6.7
MultiAdv Arb S EUR OT OT CYM 06/30 EUR 112.29 2.0 9.7 -6.1
MultiAdv Arb S GBP OT OT CYM 06/30 GBP 117.68 2.1 10.0 -10.2
MultiAdv Arb S USD OT OT CYM 06/30 USD 128.26 1.9 9.7 -4.6
MultiAdv Arb USD OT OT JEY 06/30 USD 196.46 1.2 8.3 -5.7

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

n MERIDEN GROUP
Tel: + 376 741 175 Fax: + 376 741 183 Email: meriden@meriden-ipm.com
Antanta Combined Fund EE EQ AND 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
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n ARIX ABSOLUTE RETURN INVESTABLE INDEX
Feri Institutional Advisors, www.feri.de

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

Earnings rally
loses its legs
amid economic
headwinds

The start to earnings season has
had an eerie sense of déjà vu.

In the past five earnings seasons,
the Dow Jones Industrial Average

rose on average
seven of the first 10
days of the first re-
porting month be-

fore heading south. The pattern
seems to be holding this month.

The strong rally at the start of
earnings season last week was
quickly snuffed out as worries about
the U.S. economy took hold. In a
slew of data reports, investors were
reminded that corporate earnings
growth isn’t necessarily accompa-
nied by a broader-based economic
bounce.

On Friday, investors drove down
the Dow by 2.6% following a pack-
age of poor economic data, which
included a disappointing consumer-
sentiment report. The decline wiped
out the gains for the week and
choked a rally that had begun at the
beginning of the month and at one
point saw the Dow up 7%.

Several times already this year,
the Dow has mounted a short, sharp
gain of 5% or more, only to see it
fizzle out. Earnings seasons have
tended to coincide with these con-
victionless rallies.

On paper, companies haven’t dis-

appointed. According to Thomson
Reuters, of the 48 S&P 500 compa-
nies that have reported through the
end of last week, 75% have beaten
estimates, compared with the his-
torical average of 62%. Some 13%
missed estimates, fewer than the
typical average of 20%. Thomson
Reuters adds that, on the whole,
companies are beating estimates by

16% this quarter, compared with an
average of 2% since 1994.

But the bulls are facing economic
headwinds. “We had a number of
bad economic reports, and econo-
mists have been ratcheting forecasts
down” for economic growth, said
Brian Gendreau, market strategist
with Financial Network, a financial
advisory firm.

BY JONATHAN CHENG

Wiedmann upbeat
about hedge funds

Dirk Wiedmann, head of invest-
ments at Rothschild Private Bank-
ing & Trust, tells the Wall Street
Journal why he thinks skilled
hedge-fund managers are still a
good bet.

Hedge funds are having a bumpy
ride. Following a good month in

April, most man-
agers lost money in
May and struggled in
June, trying to find
profitable positions

amidst the heavy selloff in global
equity markets.

Yet we have a positive outlook
for hedge funds and are comfortably
overweight.

True, directional strategies have
had a tough time. But global macro
managers did better in the second

quarter as they were able to reposi-
tion portfolios tactically and adjust
the overall liquidity of their hold-
ings.

Current markets offer many good
investment opportunities for skilled

hedge-fund managers to exploit. So
long as liquidity conditions and eq-
uity markets don’t worsen markedly,
some of the best opportunities will
be “event driven”—where managers
seek to profit from mergers, bank-
ruptcies and other significant cor-
porate changes.

New regulation is certainly on
the horizon. But we are not drawing
any firm conclusions just yet except
to say that higher operational and
administrative costs will be a fact of
life.

The major threat to all hedge
funds would be a complete collapse
in liquidity, as we saw in 2008. But
we don’t expect this to materialize,
as central banks will do all they can
to prevent another credit crunch.

BY TARA LOADER WILKINSON

Rothschild’s Dirk Wiedmann
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Current markets offer many
good opportunities
for skilled hedge-fund
managers to exploit.


