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Uncle Al Capone: new book
by mobster’s great niece
starts a family feud. Page 33

Editorial
& Opinion

When corporate theft is
good. Page 12

Britain’s Cameron speaking to reporters Tuesday during his first official visit to the U.S., as President
Obama listens following the pair’s meeting at the White House. The leaders expressed common
ground on Afghanistan and the drive for a Mideast peace, but talk of BP elbowed onto the agenda

Re
ut

er
s

BP, Lockerbie
overshadow
Cameron trip

WASHINGTON—U.K. Prime
Minister David Cameron,
flanked by U.S. President Ba-
rack Obama, on Tuesday said
he understands the deep frus-
tration Americans have with
U.K. oil giant BP PLC over the
Gulf of Mexico disaster. But
he turned aside U.S. calls for
an investigation into Scot-
land’s release of the Lockerbie
bomber, saying there was no
indication that oil giant BP
had swayed the controversial
decision.

Mr. Cameron made his
first official trip to Washing-
ton since becoming prime
minister in May, to talk over
issues such as the Middle East
peace process and trade and
strengthen relations with the
leader of the U.K.’s biggest
ally. But he found his trip at
times overtaken by talk of BP
and Lockerbie.

Mr. Cameron and Mr.
Obama both condemned Scot-
land’s decision to release Lib-
yan bomber Abdel Baset al-
Megrahi from a Scottish
prison.

Mr. Cameron said he wants
the U.K. cabinet secretary to
review whether any further
information about that deci-

sion should be released. He
and Mr. Obama stopped short
of calling for a full review of
the decision, saying it would
be unnecessary.

“I don’t need an inquiry to
tell me what was a bad deci-
sion. It was a bad decision”
to let him out of prison, Mr.
Cameron said at a press con-
ference. He said Mr. al-Me-
grahi was the “biggest mass
murderer” in British history.

Mr. Obama said: “I think
all of us here in the United
States were surprised, disap-
pointed and angry.’’

Mr. al-Megrahi served
eight years of a life sentence
for the Dec. 21, 1988, bombing
of Pan Am Flight 103 as it
flew over Lockerbie, Scotland,
en route to New York. The
bombing killed 270 people, in-
cluding 189 Americans. Mr. al-
Megrahi was released and re-
turned to Libya in August
2009 after doctors said he
had only three months to live.
A doctor now says he could
live for another decade.

Mr. Cameron was asked
whether BP had lobbied the
U.K. government to release
Mr. al-Megrahi because of
business dealings the oil giant
had in Libya. At issue is the
British oil giant’s efforts to

win ratification of a deepwa-
ter oil deal off Libya’s coast.

Mr. Cameron said BP
should answer questions
about any lobbying related to
the Lockerbie bomber. He
added, “I haven’t seen any-
thing to suggest that Scot-
tish” government was swayed
at all by BP lobbying.

Edinburgh has jurisdiction
over London on some matters,
including the prison service in
which Mr. al-Megrahi was
jailed for a minimum of 27
years in 2001.

Scottish Justice Minister
Kenny MacAskill’s controver-
sial decision, announced last
August, granted Mr. al-Me-
grahi a compassionate release
on the grounds that the con-
victed bomber was suffering
from terminal prostate cancer.

BP had lobbied the British
government to conclude a
prisoner transfer agreement
with Libya. Mr. MacAskill,
however, declined to release
Mr. al-Megrahi on these
grounds.

Among the information
that hasn’t been released, but
may be called for to be re-
leased, will be accounts of
conversations between BP and
then Foreign Secretary Jack

Please turn to page 4

BY JARED A. FAVOLE

Results spotlight Goldman missteps
Goldman Sachs Group Inc.

posted its lowest earnings
since the worst of the finan-
cial crisis, reflecting sharply
lower revenue, the U.K. bonus
tax and its landmark settle-
ment reached last week with
U.S. regulators.

Chief Executive Lloyd
Blankfein acknowledged there
have been less-than-favorable
conditions to navigate, as a
result of the debt crisis in the
euro zone and concern about
financial-sector reform in the
U.S.

Goldman reported that net
income slid to $613 million, or

78 cents a share, from $3.43
billion, or $4.93 a share, a
year earlier. Revenue slipped
36% to $8.84 billion.

Douglas Sipkin, an analyst
with Ticonderoga Securities,
said Goldman “was not well
positioned for moves in vola-
tility” and that “the environ-
ment needs to improve for
revenues to grow.”

Last week, Goldman
agreed to a $550 million pen-
alty to settle U.S. civil charges
that it duped clients by selling
mortgage securities that were
secretly designed by a hedge-
fund firm to cash in on the

housing market’s collapse.
The firm didn’t admit to or
deny the charges.

David Viniar, Goldman’s
chief financial officer, said in
a conference call Tuesday that
he didn’t foresee any changes
to Goldman’s top executives in
the wake of the SEC settle-
ment. He also said he didn’t
know whether the U.S. Justice
Department was pursuing
criminal charges against the
firm.

Addressing Goldman’s re-
sults, Mr. Viniar said the firm
was caught off guard by the
market’s volatility. Goldman’s

equity derivatives were on the
wrong side of bets that stock-
market volatility would ease
during a quarter when equi-
ties had wild swings.

“We didn’t hedge it fast
enough, let’s put it that way,”
Mr. Viniar said. “We were re-
ducing position size and
hedging things but things
spiked really dramatically re-
ally fast.”

Goldman, which spent
$600 million during the pe-
riod to comply with Britain’s
bonus-tax law on bankers, re-
ported that second-quarter
compensation fell 43% to $3.8

billion from $6.6 billion. Half-
way through 2010, Goldman
employees, typically the high-
est paid on Wall Street, stand
to earn less this year than in
2009. The investment bank
has allocated $9.3 billion for
such payouts, down by nearly
one-fifth from the $11.4 billion
set aside a year ago.

Rival Morgan Stanley is
scheduled to report its results
before U.S. markets open on
Wednesday.

� Goldman profit walloped .... 17
� U.S. banks’ bonus-tax bill .. 28
� Goldman, back to earth ...... 36
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Nokia dials
a new number
for success

Nokia finally may be showing it
means business.

Its shares at one point rallied 5%
Tuesday on news the Finnish tele-
com is looking for a new chief exec-
utive, and its infrastructure joint
venture Nokia Siemens Networks
had won a $7 billion contract from
Harbinger Capital Partners to
build a high-speed U.S. mobile net-
work. But even that made barely a
dent in Nokia’s dismal share-price
run. Its shares have lost 73% since
the end of 2007.

A shake-up is much needed. At-
tempts to refocus the business this
year, trimming its research-and-de-
velopment budget and reorganizing
divisional structures, failed to pre-
vent a profit warning in June. And
while Nokia Siemens Networks this
week paid a reasonable $1.2 billion
for Motorola’s network assets, the
market remains worried the deal is
too small to make a significant im-
pact on Nokia’s limited U.S. revenue.

Meanwhile, that and the Harbin-
ger contract don’t address Nokia’s
biggest and most persistent prob-
lem: its lack of exciting new hand-
sets.

On Olli-Pekka Kallasvuo’s four-
year watch as chief executive,
Nokia’s smartphone business has
lagged behind. While rivals Apple
has launched the hugely successful
iPhone and Research In Motion has
taken significant market share with
BlackBerry, revenue at Nokia’s big-
gest division, Mobile Devices and
Services, has fallen in each of the
past two years.

Nokia’s strength is its position in
emerging markets, yet its share of
the smartphone market outside
North America could fall from 57%
to just 37% by 2011, forecasts Credit
Suisse.

Despite its battered share price,
Nokia trades at 11.4 times 2011 earn-
ings, 6% above large-cap technology
peers, according to Credit Suisse.
Change is needed even to persuade
investors that the premium is justi-
fied.

—Hester Plumridge

Goldman’s bumpy return to Earth
How pedestrian. Goldman Sachs

Group posted a single-digit-percent-
age return on equity during a woeful
second quarter, a performance more
like that of a garden-variety bank
than a Wall Street powerhouse.

The result contrasted with the
20%-plus returns Goldman share-
holders have become accustomed to
and the 30%-plus returns often seen
during the credit boom. In fact, put-
ting aside the last two quarters of
2008, when the financial crisis was
reaching a crescendo, Goldman since
going public in 1999 hadn’t before
Tuesday had a quarter in which its
return on common equity was below
10%, according to Capital IQ.

The immediate cause of Gold-
man’s weakness was a slump in trad-
ing activity that sent revenue in the
bank’s fixed-income, currencies and
commodities division down 35%, to
$4.39 billion. There also was an un-
characteristic blunder: Equities-trad-
ing revenue tumbled because Gold-

man was caught flat-footed when
volatility rose as markets tumbled.

The worry for investors is that a
more-fundamental change is afoot.
More-stringent regulation, looming
requirements for higher capital and
a charged political environment al-

ready may be forcing Goldman to re-
duce its appetite for risk in ways
that go beyond a single quarter. If
so, Goldman’s future returns could
settle at about 15%, rather than the
20% the firm targets.

Goldman, like other banks, is hav-
ing to hold more capital and run
with lower leverage. At the end of
the second quarter, Goldman’s total
assets of $883 billion were slightly
less than 12 times total shareholders’
equity. That compares with leverage
ratios of about 25 times and more
during the boom.

Goldman’s second-quarter lever-
age ratio was in line with that of J.P.
Morgan Chase, which reported an
overall return on equity of 12%.
Goldman, by comparison, reported a
7.9% return as net profit dropped to
$613 million, compared with $3.4 bil-
lion a year earlier. Excluding a $550
million charge for the firm’s recently
announced settlement of a Securities
and Exchange Commission lawsuit,

as well as $600 million for a one-
time U.K. bonus tax, the return
would have been 9.5%.

What is telling is that Goldman
didn’t try to boost its return by
ramping up leverage. That is what
happened at J.P. Morgan. That bank’s
investment-bank and asset-manage-
ment units, which offer a better
comparison to Goldman than the
overall bank, saw leverage increase
to 16.6 times from 15.8 times in the
first quarter.

Returns on equity for those units
fell to a combined 15% in the second
quarter from 24.6%. But that was a
lesser decline than the drop to 7.9%
or 9.5% from Goldman’s first-quarter
return of 20.1%.

Granted, Goldman faced unique
legal and political headaches in the
second quarter. But the results still
are out of character for the firm, and
a timely reminder for investors that
Goldman, too, is mortal.

—David Reilly

More fizz in the luxury-goods sector
The recession is looking like a dis-

tant memory for the luxury-goods
industry. So strong is the rebound in
the second quarter that there still
may be value in the highly rated sec-
tor.

Hermès International, the
French group famous for its hand-
stitched handbags, reported that
second-quarter sales increased 20%
year on year on a constant-currency
basis, thanks to booming demand in
Asia outside Japan and in the U.S.
Champagne maker Laurent-Perrier
increased its sales by 17% in the
three months to June 30, compared
with results in the previous year. Ex-
ports of Swiss watches were up 35%
in June from a year earlier.

True, part of the story is the easy
comparison with the first half of
2009, when sales of luxury goods
plummeted and retailers ran down
inventory aggressively as recession
followed the financial crisis. But as
worries over economic Armageddon
have eased because of robust growth

in much of Asia and a stronger-than-
expected recovery in the U.S., the
well-heeled are spending again.

Shares in Hermès, a family-con-
trolled company with a small free
float, are an expensive way to bet on
the sector’s rebound, trading at 28
times forecast 2012 earnings. But
many leading luxury-goods groups
are trading well below their historic
multiples, including LVMH Moët
Hennessy Louis Vuitton at 15 times
forecast 2012 earnings, Compagnie
Financière Richemont at 13 times
expected earnings, and PPR at 10
times.

These groups are more diversified
and have greater exposure to Asia
than Hermès. The U.K.’s Burberry
Group, which is trading at 15 times
anticipated earnings, has just bought
back its Chinese franchises, giving it
a better platform for growth in
China.

Of course, a double-dip recession
in Europe and the U.S. would take
some fizz out of the sector. A mixed

effect may weigh on some parts of
the industry. Sales of Laurent-Per-
rier’s cheaper champagnes outpaced
its main brand, squeezing margins.

But for now, there seems to be
plenty for investors in luxury goods
to be toasting.

—Matthew Curtin

Falling back
Annualized return on average
common shareholders' equity for
Goldman Sachs

Sources: the company; Capital IQ
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Casinos throw lavish perks at
high rollers to keep them at the ta-
bles. Sadly for Steve Schwarzman,
there appear to be no whales that
live up to the Blackstone Group’s
heady expectations. The private-eq-
uity firm charges a 1.5% manage-
ment fee to most investors in its
funds. But if an investor lays down
a cool $1 billion for a single fund,
the fee drops to 1% on anything
above the 10-figure threshold.

Once, during the boom, the Cali-
fornia State Teachers’ Retirement
System, or Calstrs, joined the elite
club, investing $1.7 billion in a 2006
fund. But times have changed. In
the current fund, Calstrs has put
up just $271 million, compared with
an average commitment of $161
million, says research firm Preqin.

With buyout fever now likely a
thing of the past, Mr. Schwarzman
may want to consider making
membership of Steve’s Club just a
tad more accessible.

— overheard@wsj.com
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Demand in Asia has helped Hermès.
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Fighting future wars in cyberspace

Alfred von Schlieffen died
almost 100 years ago, barely
months before his eponymous
plan took Europe to war in August
1914. His final words were claimed
to be “keep the right strong,” a
reference to the German attack on
France that was to sweep beyond
Paris and envelop the French
army, government and nation in a
single strategic bound.

Like all his contemporaries,
von Schlieffen thought in two
dimensions: land and sea; military
aviation would add a third during
the course of the war. Things
move on in a century and today
we contemplate a strategic
landscape comprising five
operating environments, with
land, sea and air complemented in
the late 20th century by space
and more recently by the
phenomenon of cyberspace.

The existence of these five
dimensions has become a
conventional wisdom, attested to
by a U.S. Cyber Command and a
U.K. cyber operations center at
the GCHQ. But what does the
existence of cyberspace mean for
conflict in the 21st century?
Above all, does it fundamentally
change the way in which nations
might choose to attack their
enemies and defend themselves?

The U.K. Cyber Security
Strategy explains that cyberspace
“encompasses all forms of
networked, digital activities; this
includes the content of and
actions conducted through digital
networks.” So far, so opaque. A
more vivid description has been
offered by the U.S. National
Strategy to Secure Cyberspace,
which characterizes it as the
nervous system of the nation’s
infrastructure, and, pursuing the
analogy, a target which, if
successfully engaged, could
paralyze the rest of the body.

The more apocalyptic view of
cyberattack takes this further to
predict the instantaneous failure
of the systems that animate and

sustain modern life. At a stroke,
computer systems, power grids,
industrial production and financial
markets could fail, with untold
consequences for civil governance
and social cohesion: an electronic
Pearl Harbor and all without a
shot being fired. And this isn’t
just academic hypothesis.

The attack on Estonia in the
spring of 2007 saw data packets
sent from one address to another,
completely overwhelming the host
systems. Perhaps even more
significant was the combined
Russian cyberspace and
conventional attack on Georgia in
August 2008, showing how gaps
created in the virtual dimension
could be physically exploited in
the land and air dimensions. Little
wonder then that the U.S., U.K.,
France, the NATO alliance, China,
Israel and those habitual
international recalcitrants, North
Korea and Iran, all publicly
concede to developing, at least,
cyberdefenses, leaving unspoken a
capacity for cyberattack.

Cyberattack devices are
available to states, criminals,
terrorists and geeks in garages,
“hacktivists” as they are known in
the trade. What’s more, the
commercial market becomes the
combat developer that allows
adversaries of whatever stripe to
develop capability often more
quickly than is possible through
the clumsy research and
acquisition processes used by
national defense establishments.

And, we have the return of the
Rumsfeld Paradox: We don’t know
what we don’t know. How many
viruses, trojans, worms and
crimeware lie undetected within
our national infrastructure?

So, not just two dimensions
now; 21st-century conflict will be
both ubiquitous and insidious and
will be conducted by a complex
mix of state and nonstate actors,
with the latter finding the perfect
medium for nonaccountable action
in cyberattack.

But what’s new? Every conflict
since the fall of the Soviet Union
has been characterized by the
same levels of complexity and
ambiguity. Indeed, for so long as
al Qaeda remains obsessed with
physical martyrdom and uses the
Internet to orchestrate its
operations, it will be more
vulnerable to cyber operations
than the nations it attacks. It may
be that the fifth, cyberspace,
dimension of military operations
does no more than compound the
existing trends in warfare, rather
than offering an entirely novel
form of engagement.

I buy this interpretation, with
two important revisions. First,
cyber operations may become the
first among equals, making the
effective warfare practitioner as
much technician as warrior. And
second, the speed of cyber
operations places a premium on
first strike and so inverts the
Clausewitzian principle of the
inherent advantage of defense. A

point which neatly leads to my
next observation. Whereas nuclear
weapons have been used twice in
history, cyber weapons are
employed daily and there is an
existential need to create some
form of regulatory system that
allows more than implicit
deterrence. This will not be easy.

Cyber weapons are easy to
procure and use and so resemble
chemical more than nuclear
weapons, which can be counted
and tracked. Also, nuclear
deterrence has a framework of
interstate relations and is
underwritten by the certainty of
mutually assured destruction.

Finding the boundary between
enemy action and criminality will
be difficult, but, if the 21st
century is not to witness an arms
race heavily influenced by the
advantages of offensive action, a
start will have to be made. The
development of NATO’s new
strategic concept gives an
opportunity for this and to define
whether an attack against one is
an attack against all. So does the
U.K. Strategic Defense & Security
review, which proceeds from the
retention of Trident but has yet to
address the more immediate issue
of cyber deterrence. Such a
regulatory system will probably
look like the international
framework of maritime law, which
allows common usage but builds
in obligations to assist those in
distress and act against piracy.

Von Schlieffen could never
have anticipated satellite
technology or attacking an enemy
through the electromagnetic
spectrum, but he would have
understood deterrence. As an
officer schooled in the
Prusso/German tradition, he
would also have understood the
simultaneous and overwhelming
application of all instruments of
strategic power in pursuit of
victory. Whether two dimensions
or five, the underlying rhythms of
warfare remain the same.

Sir Robert Fry is chairman of
McKinney Rogers, a business
consultancy, and a former deputy
commanding general of coalition
forces in Iraq.

The International Multilateral Partnership Against Cyber Threats in Malaysia.
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Advertising

n Omnicom’s second-quarter
profit rose a higher-than-expected
4% as the advertising company
saw improved revenue both in the
U.S. and internationally. Its opti-
mistic outlook echoed a Monday
raised forecast from Publicis’s Ze-
nithOptimedia on global ad spend-
ing for the year.

i i i

Autos

n Toyota Motor was subpoenaed
by a federal grand jury in New
York to submit documents related
to problems with steering relay
rods in the company’s vehicles.
The subpoenas are different from
those received in February related
to unintended acceleration and
braking system problems and the
probe raises the possibility of
criminal liabilities.

n The world motorcycle market
is down 40% in 2010 from its
2006 peak, the CEO of Harley Da-
vidson said. The company is see-
ing a pick up in motorcycle sales
mostly in western European coun-
tries of Spain, France and Italy.

i i i

Aviation

n Honeywell was poised to an-
nounce a roughly $1 billion con-
tract to supply flight-control
equipment for China’s jetliners, as
it builds up its aviation business
and presence in the country.

n Ryanair remains cautious
about the future having posted a
24% decline in its net profit for
the first quarter, when the volca-
nic-ash cloud shut down European
airspace and forced Ryanair to
cancel 9,400 flights.

i i i

Energy

n BP will sell its gas fields and
gas pipeline in Vietnam as well as
assets and exploration licenses in
Pakistan as part of its effort to
cover the cost of the oil spill.

n Eni could resume exploration
and production in Azerbaijan as
well as take a central role in a
project to ship compressed natu-
ral gas from Turkmenistan to the
Azeri pipeline network, Chief Ex-
ecutive Paolo Scaroni said.

i i i

Fashion

n Hermes tentatively raised its
guidance on organic-sales growth
for the rest of the year as it re-
ported a 27% jump in second-
quarter sales, boosted by a weak
euro and stronger demand for its
high-end leather goods and jew-
elry. Like many fashion companies
however, it stopped short of call-
ing a recovery, saying its new
guidance didn’t take into account
economic factors that could alter
the business environment.

i i i

Financial services

n Goldman Sachs, hit by turbu-
lent markets and charges to settle
the U.S. government’s civil-fraud
complaint, posted its lowest earn-
ings since the peak of the finan-
cial crisis. It also took a big hit
Tuesday from a one-time British
tax on bonuses.

n Fabrice Tourre, the Goldman

trader at the center of the govern-
ment’s fraud probe against the
firm, denied regulatory charges
that he misled investors. Goldman
CFO David Viniar said Tuesday
Tourre remains an employee of
the company and is on paid leave.

n Resolution, a vehicle founded
by insurance entrepreneur Clive
Cowdery, said its shareholders a
£2.75 billion deal to buy some of
French insurer AXA’s U.K. life op-
erations. Resolution Operations
CEO John Tiner said the AXA
transaction puts the group more
than halfway toward its goal to
build a life and asset management
group with embedded value of
around £10 billion.

n Mitsubishi UFJ Financial Group
is looking for another acquisition
target in the U.S., aiming to be

one of the top 10 commercial
banks there, an executive said.

i i i

Heavy industry

n Alstom, the train and power-
equipment maker, said sales fell
1% and orders dropped 36% in the
first quarter as clients, including
cash-strapped governments, hold
off on investments as big as
power stations.

i i i

Markets

n Ocado, the British online gro-
cer, on Wednesday will announce
that its initial public offering to-
taled £360 million ($548.4 mil-
lion), a person familiar with the
matter said, after the online gro-
cer sharply cut the offer’s price

range just hours before order
books closed.

i i i

Media

n Carl Icahn declared an end to a
brief truce with boutique film stu-
dio Lions Gate Entertainment and
renewed his bid to take over the
company and replace its board.
Icahn disclosed that he now con-
trols 37.9% of the boutique studio,
enough of a stake that the com-
pany’s management would find it
hard to make major decisions
without his approval. He will
launch another tender offer for
the stake he doesn’t own, this
time dropping his offer price by
50 cents to $6.50 per share.

n Sky Italia won clearance from
the European Commission to com-

pete for a digital terrestrial televi-
sion frequency in Italy, a move
that will escalate competition be-
tween the News Corp. Unit and ri-
val Mediaset. The clearance is
given on the condition that Sky
Italia uses the frequency for free-
to-air television and not for paid
TV, the commission said.

n Netflix, the U.S. movie-stream-
ing and DVD-by-mail service, is
looking to expand overseas, start-
ing with offering movies over the
Internet to Canada. Nearly six
years ago it ditched plans to
launch a DVD rental business in
the U.K., fearing competition from
a similar offering from Amazon.

i i i

Metals and mining

n Zijin Mining offered a public
apology, a rare thing from a Chi-
nese miner, for its role in pollut-
ing a local river, as China contin-
ues to grapple with a spate of
industrial accidents. The gold
miner’s board of directors fol-
lowed up with a 932-word apol-
ogy, which expressed regret for
the accident, blamed the com-
pany’s “weak” management, and
pledged unspecified compensation
and remediation.

i i i

Pharmaceuticals

n GlaxoSmithKline has settled
certain lawsuits alleging its Paxil
antidepressant caused birth de-
fects in some users but didn’t give
financial details. The U.K.’s biggest
drug company said in an email it
“has reached agreement to settle
certain cases involving the use of
Paxil during pregnancy.”

n Johnson & Johnson’s second-
quarter profit rose 7.5%, but the
health-care conglomerate lowered
its forecast of full-year earnings
due to recalls of over-the-counter
medicines and pressure on pre-
scription-drug prices in Europe.

i i i

Technology

n IBM reshuffled senior manage-
ment in a move that sets up a
horse race to succeed current CEO
Samuel J. Palmisano.

Telecommunications

n TeliaSonera, the Nordic tele-
com operator which has opera-
tions in Russia and Turkey, said it
saw signs of recovery in its mar-
kets as it reported a 17% rise in
second-quarter net profit.

n Nokia has launched a search
for a new chief executive. CEO
Olli-Pekka Kallasvuo has struggled
in the fast-changing market for
high-end smartphones.

n Nokia Siemens Networks won
a contract worth $7 billion to
build a U.S.-wide fourth-genera-
tion network for telecom network
venture LightSquared.

n Cable & Wireless became the
first U.K. company to issue a
profit warning directly linked to
the government’s austerity budget
in late June, since when it has
seen a slowing in spending from
the U.K. public sector.

BUSINESS WATCH

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

Joint general secretary of the Unite union, Tony Woodley, addresses the media outside the Unite union offices in London.
British Airways’s cabin crew rejected the airline’s latest proposal aimed at ending a long-running dispute between the two
sides over working conditions that has cost BA more than $229 million.

Reuters

BA’s hopes of industrial harmony are up in the air
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Fresh water cure kills oysters
HOUMA, La.—Oysters are dying

in their beds in the brackish
marshes of southern Louisiana, but
the culprit isn’t oil spilling from the
Gulf. It is, in part, fresh water.

In April, soon after the oil spill
started, Louisiana officials started
opening gates along the levees of
the Mississippi River, letting mas-
sive amounts of river water pour
through man-made channels and
into coastal marshes. It was a gam-
bit—similar to opening a fire
hose—to keep the encroaching oil at
bay.

By most accounts, the strategy
succeeded in minimizing the
amount of oil that entered the fer-
tile and lucrative estuaries. But oys-
ter farmers and scientists say it ap-
pears to have had one major side
effect: the deaths of large numbers
of oysters, water-filterers whose
simplicity and sensitivity makes
them early indicators of environ-
mental influences that ultimately
could hit other marsh dwellers too.

State officials say it’s unclear to
what extent the fresh water releases
are responsible for killing oysters.

The oyster deaths in Louisi-
ana—which produces more than a
third of U.S. oysters, more than any
other state—are the latest reminder
that efforts to protect this delicate
ecosystem from the oil spill could
produce environmental damage of
their own. Louisiana and federal of-
ficials have quarreled over an ongo-
ing state project to build large sand
berms to fend off incoming oil, with
some federal officials fearful that
they could intensify erosion. And
chemical dispersants sprayed on the
oil in the Gulf to break up oil slicks
might contribute to underwater oil
plumes that could harm marine life,
some scientists say.

Some marshes have been so in-
undated with fresh water that their
salinity has plummeted to levels
oysters can’t easily survive, some
scientists say. Deprived, at least
temporarily, of the salty water they
need, large numbers of the two-
shelled crop that has defined this
region’s economy and culture for
generations are dying off—even in
parts of the Louisiana coast that ap-
pear to have been untouched by the
spilled oil itself.

Full-strength seawater typically
contains roughly 35 parts salt per
thousand parts water, scientists say.
Some of the southern Louisiana wa-
ters most productive for oysters
contain 15 or more parts salt per
thousand parts water, said Earl
Melancon, a biologist at Nicholls
State University in Thibodaux, La.

But in recent weeks, Mr. Melan-
con said, some waters in the vicinity
of southern Louisiana’s Barataria
Bay have been found to have salinity
levels below five parts salt per thou-
sand parts water. Even the hardiest
oysters, he said, have trouble sur-
viving in that.

“They’re dead, and they’re dead
because of fresh water,” said Nick
Collins, 38, an oysterman in Golden
Meadow, La., citing government
measurements of reduced salinity
levels in the area.

Over the century that Mr. Col-
lins’s family has been growing and
harvesting oysters in Snail Bay, near
Barataria Bay, innumerable hurri-
canes have sunk some of his family’s

boats and ripped apart their houses,
he said. But no natural storm ever
decimated the Collins Oyster Co.’s
about 2,000 acres of oyster beds as
much as the river water unleashed
in recent weeks by state officials ap-
pears to have done.

Wholesale oyster prices at P&J
Oyster Co. have risen about 20%
since the oil spill started and they
are likely to rise further, said Al
Sunseri, president of the longtime
New Orleans oyster processor and
distributor.

Patrick Banks, the biologist at
the Louisiana Department of Wild-
life and Fisheries who oversees the
state’s oyster fishery, said his office
recently found in a particularly pro-
ductive section of the Barataria Bay
area that roughly 60% of the oys-
ters had died. In other nearby areas,
he said, the mortality level was
around 10%.

One die-off a few weeks ago was
so extensive that visible masses of
oyster meat were floating on the
bay’s surface. “It looked like a fish

kill,” said Mr. Banks, explaining the
kill occurred “so fast and was so
large that the predators that nor-
mally would eat up the oyster meat
just couldn’t keep up.”

He blamed the deaths on the
combination of summer heat and
the salinity drop triggered by the
opening of the fresh-water channels,
known as “diversions”—a decision
made by officials in another state
office attempting environmental tri-
age. “The state took the measure to
try to protect the interior marshes,”
Mr. Banks said. “These are some of
the effects of that.”

A spokesman for the Louisiana
Coastal Protection and Restoration
Authority, the state entity that over-
saw both the berm construction and
the river-water release, said it is
“obvious” that the state’s fresh-wa-
ter releases reduced salinity in the
oyster beds.

But he said those intentional re-
leases were just one of several fac-
tors contributing to the salinity
drop; others included rain and the
natural flow of the river. Linking a
specific number of oyster deaths to
the fresh-water releases will be dif-
ficult, he said.

The authority’s chairman, Garret
Graves, said in a written statement
that state officials “are currently
evaluating all of the adverse effects
associated with the oil spill” and
that BP PLC “is expected to pay” for
all spill-related damage.

A BP spokeswoman said the
company is “committed to paying all
legitimate claims” but declined to
say whether the oyster deaths are
among them.

In an underlying irony, the chan-
nels that ferried the river water into
the marshes, apparently killing oys-
ters, were built largely at the oyster
industry’s behest. Decades ago, the
construction of levees along the
Mississippi River effectively stopped
the river from flooding adjacent
land. But that meant the river’s
fresh water no longer inundated the
marshes each spring, annual rite of
ecological renewal. That sent the sa-
linity in many marshes too high,
threatening oysters.

After years of wrangling between
the state and the oyster industry, of-
ficials built the channels as a way to
restore some of the fresh water into
the marshes.

BY JEFFREY BALL

Nick Collins holds dead oysters that he pulled off of his leases in Snail Bay, La. He says the drop in the marsh water’s salinity is to blame.
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The Davis Pond Project Area was created to divert fresh water from the
Mississippi River into estuaries to enhance the fisheries and maintain a
stable salinity. When oil began flowing in the Gulf of Mexico after the
Deepwater Horizon explosion, the state significantly increased the flow
south in an effort to prevent approaching oil from entering the marshes.
Some oyster producers and scientists say this fresh water flow is
endangering oyster beds.

Supervisor
saysBPrig
hadaflaw
inhydraulics

KENNER, La.—Workers aboard
the Deepwater Horizon discovered a
serious flaw in a key safety device
about a month before the oil rig ex-
ploded in the Gulf of Mexico, a su-
pervisor testified Tuesday.

Ronald Sepulvado, one of the BP
PLC employees overseeing the rig’s
operations, told a federal investiga-
tive panel that workers detected a
leak in the hydraulic system that
controls the blowout preventer, the
huge stack of valves on the seafloor
that is supposed to shut down a well
in an emergency.

Why the blowout preventer
failed to stop the surging well is one
of the most significant remaining
mysteries in the April 20 explosion
that killed 11 workers and set off
one of the worst environmental di-
sasters in U.S. history. A leaky hy-
draulic system, by itself, shouldn’t
have stopped the blowout preventer
from working, because it had a
backup system.

But investigators said that con-
tinuing to drill with a faulty hydrau-
lic system could be a violation of
federal regulations, which require
companies to stop drilling if either
of a blowout preventer’s two control
systems doesn’t work properly.

The hearing is being conducted
by the U.S. Coast Guard and the Bu-
reau of Ocean Energy, Regulation
and Enforcement, formerly the Min-
erals Management Service.

Mr. Sepulvado said he reported
the problem to BP officials in Hous-
ton, adding that they should have
reported it to federal regulators. But
the problem wasn’t mentioned in
drilling reports BP sent to the Min-
erals Management Service.

“I guess we assumed everything
was O.K. because we reported it to
the team leader and he should have
reported it to the MMS,” Mr. Sepul-
vado said.

Mr. Sepulvado acknowledged he
was aware of an April audit that
found the Deepwater Horizon’s
blowout preventer was “well past”
due for a major inspection that is
supposed to take place every three
to five years.

The blowout preventer is owned
by Transocean Ltd., the offshore
drilling giant hired by BP to drill the
well. Transocean is responsible for
maintaining the blowout preventer,
and BP has argued that the drilling
company is partly responsible for
the disaster because of the device’s
failure.

Until recently, public attention
has focused on BP, which designed
the well and made most of the deci-
sions about how to drill it. But in
recent days, investigators have also
looked at Transocean and its main-
tenance practices.

Mr. Sepulvado said he had raised
concerns about the driller’s mainte-
nance, noting that some pieces of
equipment had been out of service
for extended periods of time.

“They always told me that they
didn’t have the parts,” Mr. Sepul-
vado said. Transocean has defended
its maintenance practices.

BP, too, drew scrutiny in Tues-
day’s hearing. Investigators asked
repeatedly about how experienced
BP’s employees were.

BY BEN CASSELMAN

Rush Jagoe for The Wall Street Journal
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Europe

n Ireland sold the maximum in-
tended €1.5 billion ($1.94 billion)
of government bonds, garnering
decent demand a day after
Moody’s Investors Service Inc. cut
its credit rating. Spain and Greece
— Ireland’s fellow canaries in the
euro-zone debt-crisis coal mine —
also had smooth bond auctions.
However, Hungary’s government
sold less than planned of three-
month Treasury bills, being forced
to reduce targeted volumes after
the yield demanded by investors
rose on the heels of the break-
down of talks with the IMF and
the EU.

n Producer prices in Germany,
Europe’s largest economy, rose
significantly more in June than
was expected by economists as in-
termediate goods drove prices.

n French air-traffic controllers
planned to go on strike for two
days, starting Tuesday evening, to
protest a reorganization of Euro-
pean air traffic management.

n The U.K. borrowed more than
expected in June, with central
government tax receipts increas-
ing at a much slower pace than in
previous months. The higher June
borrowing and upward revision to
May's borrowing numbers wipe
out some of the seeming improve-
ment in public finances noted in
recent months.

n British and U.S. intelligence
had no credible evidence of a link
between Saddam Hussein and the
Sept. 11 attacks before the Iraq in-
vasion, the ex-head of Britain's
domestic spy agency said. Eliza
Manningham-Buller, director of
the MI5 between 2002 and 2007
also said the war caused allies to
lose focus on the al-Qaeda threat
in Afghanistan, emboldened
Osama bin Laden and led to the
radicalization of a generation of
homegrown British extremists.

n The European Commission de-
manded the closure of unprofit-
able coal mines in Germany, Spain
and Romania by October 2014.The
commission says government
money subsidizing those mines
should be spent on a plan to close
the mines and fund retraining
package. Coal is a major electric-
ity source in Europe but an EU
pledge to switch to renewables
has the commission pushing for
the closure of such mines.

n EU regulators fined 13 chemi-
cal producers €175.6 million
($227.52 million) for fixing the
price of animal feed phosphates,
nutrients added to food for cattle,
pigs, poultry, fish and pets.

n AIDS is rising in Eastern Eu-
rope. The number of newly diag-
nosed HIV cases climbed again
last year, rising 8% in the Russian
Federation, 10% in Georgia and
22% in Belarus. “Eastern Europe
has some of the highest concen-
trations of HIV among people who
inject drugs,” said Michel Sidibe,
executive director of UNAIDS.
“This epidemic is inflamed by
stigma and punitive laws and
won’t stop burning until harm re-
duction and drug substitution are
scaled up.”

n Two orange vehicles set off
from Parma, Italy, without drivers
in a test to see how well laser
scanners and cameras developed
by Italian company Visilab help

them make a 13,000 kilometer trip
to China over the next three
months. A van will accompany
each vehicle and a technician will
sit at the vehicles’ wheels to take
over in case of emergency.

i i i

U.S.

n David Cameron expressed em-
pathy with the frustration with BP
in the U.S. over the Gulf of Mexico
disaster in his first official visit
to the White House. “I completely
understand the anger that exists
right across America,” he said. He
also said he wants the U.K. cabi-
net secretary to review if any fur-
ther information about the Lock-
erbie case should be released. He
and Obama stopped short of call-
ing for a review of the decision,
saying it would be unnecessary.

n Builders held back their shov-
els and cut housing starts again in
June and housing starts dropped
by 5.0%, to a seasonally adjusted
annual rate of 549,000. But a sign
emerged of a turnaround in con-
struction: June building permits
increased 2.1%.

n Ex-media mogul Conrad Black
has a bail hearing in Chicago on
Wednesday. Mr. Black is in a fed-
eral prison in Coleman, Florida,
where a prison official says he’ll
stay until they're notified offi-
cially that a judge has set bond
and the conditions of that bond.
An appellate court on Monday
granted Black bail just weeks after
the U.S. Supreme Court weakened
the “honest services” fraud law
that was the basis of Black’s 2007
conviction, and kicked the case
back to a lower court.

i i i

Asia

n Hamid Karzai won interna-
tional backing for his plan to have
his government take the lead in
securing Afghanistan by 2014 and
play a greater role in deciding

how billions in development dol-
lars are spent. The endorsement
of the plan by delegates from
more than 60 countries at a con-
ference in Kabul reflected impa-
tience with what many fear has
become an open-ended war that
may not be winnable under pres-
ent circumstances.

n Iran accused the U.S., Pakistan
and allied forces of utilizing Af-
ghanistan to support terrorist
strikes inside Iran, including last
week’s bomb blasts in eastern Sis-
tan-Baluchistan province. Foreign
Minister Manouchehr Mottaki, at
the global forum in Kabul, accused
the U.S. and Pakistan of training
and arming Jundullah, which is
based in Pakistan’s Baluchistan
province. Jundullah claimed re-
sponsibility for last Thursday’s at-
tack in the city of Zahedan, which
killed 28 people.

n Pakistan is investigating the
possible involvement of two ex-
army officers and four other mili-
tants in the 2008 attacks on
Mumbai based on new informa-
tion provided to it by India, ac-
cording to a senior Pakistani gov-
ernment official. But it denies
India’s assertions that Pakistan’s
military spy agency orchestrated
the strike.

n China disputed the accuracy of
the International Energy Agency’s
assertion on Monday that China
has surpassed the U.S. as the
world’s largest energy consumer.
China’s National Energy Adminis-
tration said Tuesday that while
China was the world’s primary en-
ergy producer it had reined in its
carbon emissions and consumed
less energy than the IEA thought.

n Land prices in China continued
to rise in the second quarter from
the preceding quarter, albeit at a
slower pace, highlighting the chal-
lenges that Beijing faces in its ef-
forts to lower persistently high
property prices. Early this month,
Minister of Land and Resources

Xu Shaoshi said China’s land mar-
ket has gradually cooled and the
ministry will continue to imple-
ment tightening measures in the
second half of the year.

n Pakistan is investigating the
possible involvement of two ex-
army officers and four other mili-
tants in the 2008 attacks on
Mumbai based on new informa-
tion provided to it by India.

n Japan pledged to cap its main
spending for next fiscal year at
this year’s level to curb its public
debt. There were few concrete de-
tails beyond a call for Cabinet
ministers to set spending priori-
ties, reduce budgetary waste and
channel money into areas related
to the Democratic Party of Japan's
growth strategy and campaign
promises. After each ministry and
agency decides on its budget, the
outline said Prime Minister Naoto
Kan should be allowed to make
changes to the overall budget.

n Japan’s defense minister said
Tokyo can’t make a decision on a
controversial new U.S. military
base in Okinawa by an August
deadline set less than two months
ago with the Obama administra-
tion, indicating that the bilateral
pact is starting to fray.

n The U.S. and South Korea will
conduct a major antisubmarine
training exercise starting Sunday,
the defense chiefs of the two
countries said. The exercise,
which had been delayed to pursue
a diplomatic response to the sink-
ing of a South Korean ship, then
partially moved in response to
criticism from China, will involve
a U.S. carrier group that includes
about 20 ships and 200 planes.

n Myanmar was scolded by
Southeast Asian foreign ministers
gathered at the ASEAN summit in
Vietnam. The diplomats vented
their concerns about planned elec-
tions, which the junta has said
will be held this year, without giv-

ing a date. Many ministers told
their counterpart from Yangon
that the junta should hold “free,
fair and inclusive” elections. Such
direct talk is unusual given
Asean’s bedrock policy of not in-
terfering in one another’s affairs.

n Singapore arrested a British
author in town to promote his
book “Once a Jolly Hangman: Sin-
gapore Justice in the Dock.” Police
are investigating for criminal def-
amation Alan Shadrake’s book on
the city-state’s approach to the
death penalty. The author, 75, was
arrested Sunday and released
early Tuesday after posting bail.

i i i

Middle East

n Iraq will investigate a mysteri-
ous Sunday raid on the Iraqi Foot-
ball Association to find out who
was behind it. A government
spokesman says men in military-
style uniforms who appeared at
the federation’s offices with arrest
warrants for senior football offi-
cials. He added they weren’t act-
ing in an official capacity. Mem-
bers of the association are due to
meet in the Kurdish city of Irbil
Saturday to choose a president.

i i i

Africa

n Angola owes foreign building
firms $9 billion, the Finance Min-
istry said, a higher figure than
Angolan President Jose Eduardo
dos Santos gave on Monday. Ana-
lysts said the announcement
brings into question the govern-
ment’s plans to issue up to $4 bil-
lion in foreign sovereign bonds
this year as a higher risk of de-
fault increases the premium it
needs to pay investors.

WORLD WATCH

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

AC Milan’s fans protest against club president Silvio Berlusconi as he joined the team on the first training day of the season, at the Milanello training center in
Carnago, near Milan.The ultras, the self-declared super fans who conducted the protests, have become disillusioned that no big-name players have joined the team.

Agence France-Presse/Getty Images

The fans greet Silvio Berlusconi
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U.K. borrowing is still high
LONDON—The U.K. government

borrowed more than expected in
June, with central government tax
receipts increasing at a much slower
pace than in previous months.

The Office for National Statistics
said Tuesday that the U.K. public
sector borrowed a net £14.5 billion
($22.09 billion) in June, down from
£14.7 billion a year earlier. Econo-
mists had expected public-sector net
borrowing of £13.5 billion.

Britain’s central government tax
receipts rose 4% year-to-year, the
smallest increase since January.
That included a 10.9% rise in value-
added tax revenue from a year ear-
lier—the smallest rise since Decem-
ber 2009.

Taxes on income and wealth,
which had spiked ahead of the end
of the last tax year in April because
of tax changes, were up just 0.8%
from a year earlier.

The higher June borrowing and
upward revision to May’s borrowing
numbers wipe out some of the
seeming improvement in public fi-
nances noted recently as the U.K.
battles with a £155 billion deficit.

Andrew Goodwin, senior eco-
nomic advisor to the Ernst & Young
ITEM Club, said the June data were
“disappointing.

“The strong year-on-year growth
in tax receipts that we saw in the
early months of the year seems to
have cooled,” he said. “The debt in-
terest bill is more than double that
of last June and this is only likely to
increase in the coming months.”

For the financial year to date,
which started in April, public-sector
net borrowing totaled £40.3 billion,
versus £40.9 billion in the compara-
ble period last year.

Varun Bhabha, U.K. economist at
Barclays Capital, said the details of
income-tax, capital-gains-tax and
corporate-tax receipts in recent
months “indicate that the risks to
the Treasury’s full-year borrowing
forecasts are to the upside.”

The government is expecting a
public-sector net borrowing total of
£149 billion for the full financial
year. It has ordered some £6.2 bil-
lion in spending cuts for this year
but most of that is yet to filter
through to the borrowing numbers.

A Treasury spokesman said the
data underline why Prime Minister

David Cameron’s government has
made deficit reduction its central
economic objective. “The U.K. is
forecast to have the largest deficit
in the [Group of Seven] this year
and is borrowing one pound for ev-
ery four it spends. The figures for
June demonstrate the urgent prior-
ity tackling the deficit represents,”
the spokesman said.

June’s public-sector net cash re-
quirement was £20.9 billion, up
from £20.2 billion a year earlier.
That is the highest June net cash re-
quirement yet; economists had ex-
pected it to be £17 billion. June’s net
cash requirement was pushed higher
by bigger interest payments on U.K.
government bonds. June is one of
the two months of the year when
those interest payments are made.

Interest payments on the debt in
June reached £3.8 billion, up from
£1.7 billion a year earlier—an in-
crease of 124%.

Public-sector net debt as a pro-
portion of gross domestic product
reached 63.9% in June, up from
57.3% a year earlier.

Excluding financial-sector inter-
ventions, net debt to GDP stood at
56.1% in June.

The ONS said there was a £1 bil-
lion upward revision to May’s pub-
lic-sector borrowing, because of an
“exceptional” £2.3 billion under-re-
porting of local government borrow-
ing due to an error by the Depart-
ment of Communities and Local
Government, an ONS official said.

The central government’s May
borrowing was revised down. That
took May’s public sector borrowing
to £17.1 billion.

Other data, in a survey by the
Confederation of British Industry
released Tuesday, show that U.K. in-
dustrial orders hit their strongest
level in almost two years in July,
but manufacturers expect output
growth to slow during the third
quarter.

Ian McCafferty, chief economic
adviser for the CBI, said the recent
strength of manufacturing sug-
gested the economy grew between
0.6% and 0.8% on a quarterly basis
between April and June.

The CBI survey’s headline bal-
ance for expectations of industrial
output over the next three months
fell to plus 6 in July from plus 15 in
June, an indication that economic
recovery is losing some momentum.

BY LAURENCE NORMAN

French air-traffic controllers strike
PARIS—Air-traffic controllers in

France, angry about a European
plan to create several large air-traf-
fic control regions, went on strike
late Tuesday, causing hundreds of
flight cancellations.

Four of the nine French air-traf-
fic control unions said their mem-
bers wouldn’t turn up to work until
Thursday morning to protest the
plan, which they fear will cost jobs.

The DGAC, the French civil-avia-
tion authority, canceled half of
Wednesday’s flights through Paris-
Orly airport, south of Paris, and 20%
of flights through Paris-Charles de
Gaulle airport, northeast of the cap-

ital. National carrier Air France,
part of Air France-KLM SA, said it
would cancel 80% of its short- and
medium-haul flights at Paris-Charles
de Gaulle on Wednesday in an effort
to maintain all of its long-haul
flights from the airport.

The new European system will
have six air-traffic control regions,
instead of leaving individual coun-
tries to operate their own controls
as they do now. The European Com-
mission hopes the larger airspace
blocks will improve air-traffic ca-
pacity, enhance security and lower
the cost of air-traffic services.

France’s airspace authorities will
be combined with those of five
other countries—Germany, Switzer-

land, the Netherlands, Luxembourg
and Belgium—to form the Func-
tional Airspace Block Europe Cen-
tral, or FABEC.

French unions say they don’t op-
pose greater cooperation with air-
traffic controllers in other coun-
tries. But they fear the pan-Euro-
pean plan will mean hundreds of
jobs lost in France, where the air-
traffic control system employs
about 12,000 people. “It’s above all
a question of job security,” said Ol-
ivier Joffrin, national secretary for
the air-traffic controllers repre-
sented by the CGT union.

The DGAC says that over the
next 15 years air traffic in France
will increase some 50%, meaning

fewer jobs will be lost than unions
fear. “The system will change, but
the point of FABEC is not to cut
jobs,” said Eric Heraud, press officer
for the civil aviation authority.

French air-traffic controllers
went on strike over the same issue
in January and again in February.
After those strikes the government
appointed a mediator to help the
unions have a voice in the creation
of FABEC’s structure.

The controllers in France were
expected to return to work Thurs-
day morning. Mr. Joffrin said there
could be more strikes around Sep-
tember, when firmer integration
plans are expected, if the plan
moves ahead without modifications.

BY KIMBERLY PETERSON

Travelers at an Air France desk at Paris-Charles de Gaulle airport this year. An air-traffic controllers’ strike is disrupting flights scheduled for Wednesday.

BP issues
overshadow
Cameron’s
trip to U.S.
Straw.

“The bottom line is we all dis-
agreed with it, it was a bad deci-
sion,” Mr. Obama said.

The two leaders found them-
selves mainly agreeing on a host of
topics, from Afghanistan to peace in
the Middle East.

In particular, Mr. Cameron had
been keen to bang the drum for
British trade within its biggest ex-
port market. Mr. Obama promised to
push the Senate to ratify a long-
awaited defense trade cooperation
agreement with the U.K.

Three years after a deal was
reached, the U.S. hasn’t signed the
Defense Trade Cooperation Treaty
with the U.K., with some U.S. politi-
cians saying it could allow military
technology to pass to Britain. This
has angered British politicians.

One British official said Mr. Cam-
eron was pleased with discussions
on mapping out the political process
for Afghanistan, where the U.K. is
the second-largest contributor of
troops.

Regarding the Gulf disaster, Mr.
Cameron said BP is taking steps to
cap the well and pay for damages
done to people who rely on the Gulf.

“I completely understand the an-
ger that exists right across Amer-
ica,” Mr. Cameron said. He added:
“The oil spill in the Gulf of Mexico is
a catastrophe, for the environment,
for the fishing industry, for tour-
ism.”

He said BP should “rightly be
blamed” for the spill.

—Paul Sonne and Alistair
MacDonald in London

and the Associated Press
contributed to this article.

Continued from first page

Agence France-Presse/Getty Images

The economy
in Bulgaria
is stabilizing

The Bulgarian economy looks to
be stabilizing after weathering the
financial crisis better than most
neighbors.

The economy contracted 3.6% on
an annual basis in the first quarter
of 2010 from 5.9% in the previous
quarter. However, the government
hopes for 1% economic growth this
year as recovering exports bolster
the expansion. This would be a more
rapid recovery than seen in the rest
of the European Union.

Bulgaria is one of the few coun-
tries expected to slash budget defi-
cits, to 2.7% in 2011, without having
to resort to wage and pension cuts.
The Finance Ministry, for 2011-2013,
forecasts a budget deficit below 3%
while the 2011 budget is under-
pinned by expectations of 3%
growth and a deficit of 2.7% of GDP.

Also, the government says that
at the end of this year the unem-
ployment rate will be below the
11.4% forecast.

While some of its neighbors are
dependent on EU and IMF loans,
such as Greece, Bulgaria has de-
clined to take a loan from the IMF.

BY NICK SKREKAS
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Book about Capone sparks family feud
Some of legendary mobster’s kin, authentic or not, are going public with their stories; money may be at stake

D EIRDRE Marie Capone, a
great niece of Al Capone,
spent years concealing her

connection to the legendary mob-
ster. Like a lot of his relatives, she
used a different last name. She
even kept the family tie hidden
from her children.

Now the 70-year-old Florida
grandmother plans to reveal what
it was like to grow up a Capone.
Her book, “Uncle Al Capone,” will
be published in the fall, she says.

“I sat on his lap, I felt his
scar,” Ms. Capone says. “How
many historians who wrote about
him ever heard his voice?”

One potential audience isn’t ea-
ger to read her opus: the other
Capones.

“I wouldn’t read it if somebody
bought it for me,” says Theresa
Hall, a granddaughter of Al Ca-
pone. Katherine Seal, 43, a great-
granddaughter, says, “What is the
benefit to all this, you have to ask
oneself? He’s been dead for 60 or
70 years. Why keep rehashing it?”

The book isn’t the only thing
dividing the Capone clan these
days. Some relatives are up in
arms about another author, Chris
Knight Capone, who claims to be a
grandson of Al.

The 38-year-old New Yorker
filed a lawsuit in Chicago last year
to have the mobster’s remains ex-
humed so he can obtain genetic
proof of his ancestry. Mr. Capone
hired a ghostwriter and self-pub-
lished a book, “Son of Scarface,”
in 2008.

Members of the Capone family
long tried to keep a low profile,
forgoing the opportunity to cash
in on their infamous relative’s
name. Most live modest, middle-
class lives. No living relative has
been linked to organized crime. Al
Capone, who died in 1947, left no
will and no inheritance, family
members say.

Now that some Capones—au-
thentic or not—are going public
with their stories, relatives are
bickering. And money may be at
stake. Deirdre Marie Capone says
she intends to work with other
relatives to set up a company to
license rights to the Capone name
and likeness in California, where
state laws are favorable for as-
serting publicity rights for dead
celebrities. Chris Knight Capone
says he, too, would like to assert
publicity rights. “I want to get
what my family deserves,” he
says.

“He has absolutely no proof of
anything he says,” says Deirdre
Marie Capone.

Says Chris Knight Capone: “My
proof is my blood.”

Deirdre Marie Capone, a grand-
mother of 14 who lives on Flor-
ida’s Gulf Coast, was seven when
her great uncle died. She says she
and her brother used their fa-
ther’s middle name, Gabriel, as

their last name. She says she was
fired from a job in the 1950s when
her boss discovered she was a Ca-
pone.

She has been working on her
book for years, and started using
the Capone name as part of pitch-
ing the project.

She says the work will show a
different side of Al Capone.
“When you have Capone blood in
you and you see him portrayed as
an absolute monster on films, it
really makes you angry,” she says.

Ms. Hall, a Californian whose
late father, Albert “Sonny” Ca-
pone, was Al Capone’s son, says
she won’t read it because she is
furious about revelations in an-
other book. In “Get Capone,” pub-
lished this year by Simon &
Schuster, author and former Wall
Street Journal reporter Jonathan
Eig cites Deirdre Marie Capone as
claiming that Sonny Capone was
the son not of Al Capone’s wife,
Mae, but of a young woman who
died during childbirth.

“You probably could have stuck
a knife in my heart,” says Ms.
Hall, who is in her fifties and
knew Mae Capone as her grand-
mother. “It is totally, completely
false.”

Deirdre Marie Capone says she
feels bad that Ms. Hall is upset. “I
thought this was something that
everybody in the family knew
about,” she says. Mr. Eig says he
attributed the information to Deir-
dre Marie Capone, and Ms. Hall
didn’t talk to him, so “I have noth-
ing to add.”

While Deirdre Marie Capone
was polishing her manuscript in
the last few years, Chris Knight
Capone was working on his.

The burly real-estate investor
says his father, Bill Knight, was a
private man who gave sketchy de-
tails about his past. Not long after
Bill Knight died in 1984, Chris
Knight Capone says, a close friend
of Bill’s told him that Bill was a
son of Al Capone.

Marie Knight, the 68-year-old
mother of Chris Knight Capone,
says her parents told her after she
met her late husband that he was
Al Capone’s son, but that her hus-
band avoided the topic.

About six years ago, Chris
Knight Capone says, he began a
quest to prove the connection. He
hired genealogists who concluded
that his father’s birth certificate
was phony, but turned up no doc-
uments confirming that Al Capone
was Bill Knight’s biological father.

In 2008, Chris Knight formally
changed his last name to Capone.

In the past few years, Chris
Knight Capone has contacted Al
Capone’s relatives and asked them
to submit samples of their DNA so
he could prove the link.

It has been a tough sell.
Corey Hart is the great-grand-

son of Al Capone’s oldest brother,
Vincenzo, who later changed his
name to Richard Joseph Hart.
Corey Hart says he conferred with
his father and grandfather about
the request. Corey Hart says he
was troubled by materials he
found on the website for Chris
Knight Capone’s book, including a
photograph of the writer wearing
a suit and hat that resembled
gangster attire. The three men all
agreed not to provide DNA sam-
ples, says Mr. Hart, 34, a sports
physiologist in Idaho.

“So what if he is an illegiti-
mate son of Al Capone?” says Mr.
Hart, referring to Chris Knight Ca-
pone. “Are you going to dress up
like a gangster and act like an id-
iot? It’s not something to glamor-
ize.”

Last year, Chris Knight Capone
began seeking DNA from Al Ca-
pone himself. He filed a lawsuit in

a Cook County court seeking the
names of relatives who need to be
given adequate notice so he can
prepare a formal request to have
the gangster’s body exhumed.

Alphonse Capone’s simple flat
headstone, in a Catholic cemetery
just outside Chicago in Hillside,
Ill., bears the inscription, “My
Jesus Mercy.”

“Basically, the only person who
can confirm my life story and his-
tory is buried in Mount Carmel
Cemetery,” says Chris Knight Ca-
pone.

Opposition to digging up Al Ca-
pone is one thing on which most
of the Capones agree. “We don’t
want him exhumed,” Ms. Hall
says. “It kind of makes you sick.”

BY DAVID KESMODEL

Chris Knight Capone is trying to prove he is a grandson of Al Capone, shown in background.
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Talks on forming
Dutch government
break down again

AMSTERDAM—The Netherlands
lurched deeper into political limbo
Tuesday after renewed efforts to
form a coalition government broke
down amid disagreements about the
scope and speed of economic over-
hauls.

“The views of the parties in-
volved in the negotiations on the
proposed budget cuts were too far
apart,” said Mark Rutte, leader of
the Liberal Party, which emerged as
the country’s biggest representative
in Parliament after elections on June
9 produced no clear winner. “Com-
bined with disagreement on other
measures such as the reform of the
housing market, [that] led to the
failure of the negotiations.”

Mr. Rutte called the results of the
voting “the most difficult we have
ever seen.”

The center-right Liberals were
negotiating with a center-left trio of
the Labor Party and the smaller
Democratic Liberals and Green
Party.

Left out was the biggest gainer in
the elections, Geert Wilders’s popu-
list Freedom Party, which ended up
with 24 seats, up from nine, after a
campaign that was critical of Islam.

Mr. Rutte said the Liberals will
seek to forge an alliance with Labor,
which finished second in the vote,
and the Christian Democrats, which
finished fourth.

A mainstream coalition will make
up a weak government, which could
hinder the effort to reduce the na-
tional debt, said Sweder van Wijn-
bergen, a professor of economics at
the University of Amsterdam.

“It will be difficult. But we need
clarity as soon as possible because
the Netherlands has a large budget
deficit,” he added.

The country’s 16.6-million-strong
population is aging, threatening its
generous pension system.

Every Dutch citizen over the age
of 65 receives 70% of net minimum
wage and the country boasts one of
Europe’s most lavish health-care
programs for its senior citizens.

Politicians agree on the need for
budget cuts, and all potential coali-
tion partners are expected to back
an increase of the retirement age.

But they have expressed diverg-
ing views on the range and depth of
overhauls in other areas, such as the
welfare system and housing market,
which economists see as necessary
to cut the Netherlands’ budget defi-
cit.

The fiscal shortfall is set to

widen to 6.6% of gross domestic
product this year from 5.3% in 2009,
taking the country’s public debt to
66% of GDP.

Mr. Rutte and the Liberals want
to make €20 billion ($25.9 billion) in
budget cuts by 2015.

Labor wants €10 billion in cuts in
that period, so any coalition in
which it is involved “will probably
end up somewhere at around a €15
billion reduction,” said Rick van der
Ploeg, a professor of economics at
Oxford University and a former
Dutch state secretary of education,

science and culture.
Andre Krouwel, a political scien-

tist at the University of Amsterdam,
said that in order to be able to form
a government, the Liberals will have
to let go of their aim of cutting pub-
lic finances by such a drastic
amount over the next four years.

“There is no parliamentary ma-
jority for such a steep budget cut,”
Mr. Krouwels said. “They will run
into the same problems in new talks,
making the formation of a govern-
ment impossible.”

He added that if there is no

agreement with Labor, the Liberals
won’t succeed when talks with the
Christian Democrats start.

Fragmenting electorates, a trend
seen in many Western European
countries, make a strong Dutch gov-
ernment a difficult proposition, said
Kees Aarts, professor of political sci-
ence at the University of Twente.

Although the Dutch economy, the
fifth-largest in the euro zone, is in
relatively good shape, analysts
warned that the Dutch government
should move decisively to fix the
public finances.

BY MAARTEN VAN TARTWIJK
AND ANNA MARIJ VAN DER MEULEN

Liberal Party leader Mark Rutte, left, didn’t include the Freedom Party, led by Geert Wilders, right, in coalition talks.

Agence France-Presse/Getty Images (Rutte); Associated Press (Wilders)

We at Brussels
Beat were nearly
moved to tears by
the plight of poor
Gareth, a British
football fan
arrested in

Portugal, denied an interpreter by
the police, provided with a court-
appointed lawyer who had
“limited knowledge of English”
and forced to trial “24 hours
later.”

The tale was told by the
European Commission, in a March
press release making the case for
a new European Union regulation
standardizing the treatment of
criminal suspects facing
proceedings in foreign countries
in an unfamiliar language.

We used this example in our
Real Time Brussels blog post
Tuesday following EU Justice
Commissioner Viviane Reding’s
announcement of a new proposal
to a require a written Miranda-
warning-like notification for
suspects.

Now comes more-shocking
news: There is no Gareth.

The example “was made up,”
wrote Ms. Reding’s spokesman,
Matthew Newman, in an email.
“We didn’t want to use actual
people,” he said later by
telephone.

Gareth [we should probably
henceforth call him “Gareth”] was
“inspired by actual cases,” Mr.
Newman said, but didn’t represent
an actual person. “Gareth”
appears in fact to be a composite
of events, people, and the fertile
imaginations of the European
Commission’s press-release-
writing team.

What about “Stanislaw,” the
Polish man “on trial in Germany
for conspiracy to murder?” Or
“Jas,” who was “pressured into
signing a document written in
Spanish that he did not
understand?”

“All made up,” said Mr.
Newman. He said the three
examples given in the press
release were “indicative” of the
kinds of problems that could be
faced by criminal suspects abroad.

Mr. Newman said that two
examples given by Ms. Reding at
Tuesday’s press conference [14
football fans arrested and forced
to share the same interpreter, and
a person arrested at an airport
after her traveling companion was
found with cocaine] refer to
actual people—as far as the
commission knows. (The
information, Mr. Newman said,
came from a nongovernmental
organization.)

Asked whether the European
Commission ought not fabricate
characters in its official
communiqués, Mr. Newman
agreed that a “disclaimer” that
the people aren’t real is in order.

[ Brussels Beat ]

BY CHARLES FORELLE

Mistreatment of ‘Gareth’
was just a flight of fancy

If you think we’re all diehard rationalists, we’re happy to change
your mind. In fact, those psychologists, along with behavioral
economist Richard Thaler (co-author of Nudge) and other
faculty members at our Center for Decision Research are making
paradigm-shifting breakthroughs. You could say our willingness
to go beyond conventional research questions is crazy –
crazy like a fox. We prefer to say it’s all about being not just
a business school, but a business force.

CHICAGO LONDON SINGAPORE CHICAGOBOOTH.EDU/BUSINESSFORCE

WE HAVE EIGHT
PSYCHOLOGISTS
ON OUR FACULTY.
WHAT ARE WE,
CRAZY?
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The Formula 1 circuit
reaches Germany this weekend
for the 11th grand prix of the
season at Hockenheim, with
four drivers now pulling away
from the field at the top of the
standings.

Leading the way is the
McLaren pair of Lewis Hamilton
and Jenson Button, with 145
and 133 points respectively,
followed by the Red Bull duo of
Mark Webber and Sebastian
Vettel, who have 128 and 121
points respectively.

Unsurprisingly, this quartet
heads the betting for the
drivers’ championship, with Mr.
Hamilton still favorite at 7/4 on
Betdaq ahead of Mr. Vettel,
who’s available at 13/5 with
Sportingbet. The same firm is
also best-priced on Mr. Webber
at 9/2 and Mr. Button at 10/1.

One of those drivers has
finished first in all bar one of
this season’s races (Fernando
Alonso led home a Ferrari one-
two in Bahrain in the opening
race of the season.) In addition,
a McLaren or Red Bull car has
taken pole position at every
single grand prix.

In qualifying, Red Bull has
been by far the most
successful, taking the first spot
on the grid in nine of 10 races
so far. With this in mind, it
makes sense to back the
speedy Red Bulls in qualifying,
while the team’s form in
winning the last two races
means Paddy Power’s offer of
7/4 for the team to take pole
and race victory at the German
Grand Prix is worth serious
consideration.

Tip of the day

7

Source: Sky Sports

Sebastian Vettel
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Armstrong misses stage win
Seven-time champion fails in sprint; Schleck and Contador prepare for final mountain climb

PAU, France—For days, Lance
Armstrong’s team officials dis-
missed his poor daily stage finishes
in the Tour de France. He’s saving
himself, they said. On Tuesday, the
seven-time champ spent those sav-
ings on one last attempt at a 26th
career Tour stage win.

Impressively, he broke early and
lasted in front all afternoon, but his
38-year-old legs failed in a sprint
finish. He finished sixth and is cur-
rently in 25th place overall, 33 min-
utes 46 seconds back. Mr. Arm-
strong has said this is his last Tour.

Pierrick Fedrigo became the
third consecutive French rider to
win a stage in the Pyrénées moun-
tains. It was the sixth overall win
for French riders in this Tour. “It
was my day. Everything smiled on
me,” Mr. Fedrigo said. “This shows
that it isn’t only the great leaders
who can win on the Tour de France,
it’s also the general riders.”

Wednesday is a rest day before
the final three stages, so cycling
fans will have to wait another two
days for the next episode in the bat-
tle for this year’s title between
Spain’s Alberto Contador, the 2009
winner, and Luxembourg’s Andy
Schleck, his runner-up.

They finished even on Tuesday.
After over 1,700 miles of bicycle rac-
ing, Mr. Contador leads Mr. Schleck
by eight seconds in the overall
standings.

The two men appeared together
on French television after Tuesday’s
race to say that they had made
peace after Monday’s incident where
Mr. Contador passed his rival while
the latter was fixing his chain, an
apparent breach of cycling eti-
quette. “We’re good now,” Mr.

Schleck said. “In two days, we’ll
have a great battle between him and
me.”

Tuesday’s stage was perhaps the
toughest of the entire Tour. It fea-
tured four massive climbs, over
15,000 feet of total climbing, includ-
ing the Tourmalet, an ascent that is
part of Tour mythology.

A group of 12 riders broke early.
It included Mr. Armstrong and his
teammate Chris Horner. After Mr.
Armstrong crashed three times in
the Alps nine days ago and fell out
of contention, Mr. Horner said he
would relish the chance to help his
famous teammate win a stage.

For days, Mr. Armstrong has
been dropping far behind early.
“That’s definitely on purpose,” said
team director Johan Bruyneel. “Now
that he’s not in contention for the
general classification anymore, you
try to save strength.”

The day would come when the
old champ would attack, he added.

On the steep mountain passes,
when the riders are moving slowly
enough that followers can run
alongside them, fans waved Ameri-
can flags as if to propel him to an-
other victory. “It was like the Lance
of old,” said Mr. Contador. “I was
hoping he would win. He really de-
served it.”

Mr. Horner dropped off and let
Mr. Armstrong try for triumph. He
made it to the pack sprint on the
home stretch.

Sprinting requires young, power-
ful legs. Mr. Armstrong no longer
has those. Going into the last
straight, he reared up in his saddle
and stretched his back. After the
race, the winner, Mr. Fedrigo, 31,
said it was his compatriot Sandy
Casar, also 31, that he feared the
most, not the American.

“It was harder than I expected.
It’s been a while since I sprinted,”
Mr. Armstrong told reporters. “Just
not quick enough.” He added:
“Lance Armstrong is over in about
four days.”

Mr. Armstrong won the Tour de
France every year between 1999 and
2005, prompting observers to re-
name it the Tour de Lance. This
year has been a stark contrast to all
that glory. He has endured an ill-
timed puncture, three crashes and
allegations of doping by U.S. riders
Floyd Landis and Greg LeMond. Mr.
Armstrong has vehemently denied
the allegations. He has never failed
a drug test.

The race goes on. After the day
of rest, the riders will compete over
108.8 miles on Thursday, from Pau
to the top of Tourmalet, this time
on the Western side. This is the
100th anniversary of the first time
the Tour de France snaked through
the Pyrénées, and organizers have
marked the occasion by taking their
race twice up the famous climb.

The spotlight will return to the
battle between Mr. Schleck and Mr.
Contador. On the last mountain
stage in the Tour, one of the two is
favored to attack and win.

For over a week, ever since Mr.
Armstrong, who finished third last
year, crashed out, they have been
shadows at each other’s wheels.

On Sunday, Mr. Contador tried to
break several times. On each occa-
sion Mr. Schleck stayed next to him.
Both have told reporters that they
are close friends. “We talked about
our vacations today,” Mr. Schleck
said after one stage.

On Monday, Mr. Schleck made a
break on an extreme ascent called
the Port de Balès, the last climb, to
forge ahead of a pack of riders that

included Mr. Contador, who seemed
to react slowly. For once, space
opened up.

“I was feeling good,” he said af-
ter the race. “Then, my chain fell
off.” As Mr. Schleck got off his bike
to fix the problem, there was Mr.
Contador, blitzing right past him.

It is one of cycling’s oldest un-
written rules that riders must not
gain the heralded yellow jersey
given to the overall leader because
of a puncture, crash or breakdown.

Mr. Contador said he hadn’t no-
ticed the mechanical issue. “My
stomach is full of anger,” Mr.
Schleck said. “I will take my re-
venge.” Late Monday night, how-
ever, Mr. Contador issued an apol-
ogy which Mr. Schleck accepted.

Still, Mr. Contador was booed on
Tuesday evening when he mounted
the podium to again receive the yel-
low jersey. Wherever the truth lies,
one thing is sure: On Thursday, it
will be up to Mr. Schleck to open up
some time on Mr. Contador.

Sunday’s finale into Paris is
merely symbolic, and Friday’s stage
is a flat ride where riders won’t be
able to dig any significant margins
between each other’s times.

That leaves Saturday’s time trial,
an event where each cyclist races
alone, without the benefit of team-
mates or the incentive of chasing a
rival. Mr. Contador excels at the
time trial. In the one that opened
this Tour, in Rotterdam on July 3,
Mr. Contador outpaced Mr. Schleck
by 42 seconds over six miles. Satur-
day’s time trial, between Bordeaux
and Pauillac, is 32.5 miles.

“I just want to win this Tour,”
said Mr. Schleck. “And I know
there’s only one chance left and
that’s the Tourmalet… I think I can
do it. I hope I can do it.”

BY JOHN W. MILLER

Lance Armstrong descends the Col d’Aspin pass during the 16th stage of the Tour de France, Tuesday. He eventually finished sixth and is 25th overall.
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Portugal drug law draws new scrutiny
PORTO, Portugal—This country’s

move to decriminalize illicit sub-
stances—Europe’s most liberal drug
legislation—turns 10 years old this
month amid new scrutiny and plau-
dits.

Portugal’s decriminalization re-
gime has caught the eye of regula-
tors in Europe and beyond since it
was implemented in 2001. Propo-
nents credit the program for stanch-
ing one of Europe’s worst drug epi-
demics. Critics associate it with
higher crime and murder rates. Ap-
proaching a decade in force, it is
providing a real-world model of one
way to address an issue that is a so-
cial and economic drag on countries
world-wide.

Norway’s government formed a
committee to look at better strate-
gies for dealing with drug abuse and
sent two delegates to Portugal in
early May. Danish politicians have
also talked of moving toward full
decriminalization. In March, Danish
parliamentarian Mette Frederiksen
of the opposition Social Democrats
praised the Portuguese model.

“For us, this is about the addicts
leading a more dignified life,” she
told Danish daily Berlingske. “We
want to lower the death rates, the
secondary symptoms and the crimi-
nality, so we look keenly to Portu-
gal.”

Decriminalization has been criti-
cized by United Nations bodies. In
its 2009 annual report, the Interna-
tional Narcotics Control Board ex-
pressed “concern” over approaches
that decriminalize drugs or intro-
duce alternative treatments. “The

movement poses a threat to the co-
herence and effectiveness of the in-
ternational drug-control system and
sends the wrong message to the
general public,” the board wrote.

In July 2000, Portugal moved be-
yond previous liberalization regimes
in places like the Netherlands by
passing a law that transformed drug
possession from a matter for the
courts to one of public and commu-
nity health.

Trafficking remained a criminal
offense but the government did
away with arrests, courts and jail
time for people carrying a personal
supply of anything from marijuana
to cocaine to heroin. It established a
commission to encourage casual us-
ers to quit and backed 78 treatment
centers where addicts could seek
help.

In 2008, the last year for which
figures are available, more than
40,000 people used the rehab cen-
ters and other treatment programs,
according to the Institute for Drugs
and Drug Addiction, a branch of
Portugal’s Ministry of Health. The
ministry says it spends about €50
million ($64.5 million) a year on the
treatment programs, with €20 mil-
lion more provided through a char-
ity funded by Portugal’s national
lotteries.

Before decriminalization, Portu-
gal was home to an estimated
100,000 problem heroin users, or 1%
of the country’s population, says
João Goulão, director of the Insti-
tute for Drugs and Drug Addiction.
By 2008, chronic users for all sub-
stances had dropped to about
55,000, he says. The rate of HIV and
hepatitis infection among drug us-

ers—common health issues associ-
ated with needle-sharing—has also
fallen since the law’s 2001 rollout.

Portuguese and European Union
officials are loath to give publicly
funded treatment centers sole
credit. They say the drop in prob-
lematic drug users could also be at-
tributed to heroin’s declining popu-
larity in Portugal and the rising
popularity of cocaine and synthetic
drugs among young people.

At the same time, Portugal’s
drug-mortality rate, among Europe’s
lowest, has risen. Mr. Goulão says
this is due in part to improved
methods of collecting statistics, but
the number of drug-related fatalities
can also be traced to mortality
among those who became addicted
to heroin during the country’s 1980s
and 1990s epidemic.

Violent crime, too, has risen
since the law’s passage. According
to a 2009 report by the U.N. Office
on Drugs and Crime, Portugal’s
drug-use and murder rates rose in
the years after decriminalization.
The general rise in drug use was in
keeping with European trends, but
the U.N. noted with some alarm that
cocaine use doubled and cocaine
seizures jumped sevenfold from
2001 to 2006.

Murders rose 40% in the period.
The report tentatively links that
with drug trafficking, but points out
overall murder rates in Portugal re-
main low.

Pedro do Carmo, deputy national
director of Portugal’s judiciary po-
lice, says he doesn’t see link the rise
in violent crime with decriminaliza-
tion. Instead, he praises the pro-
gram for reducing the fear and

stigma attached with drug use.
“Now, when we pick up an addict,
we’re not picking up a criminal,” he
says. “They are more like victims.”

The Portuguese began consider-
ing drug decriminalization following
a leap in heroin addiction decades
ago in the country, a major entry
point for drug trafficking from Latin
America and North Africa.

The then-ruling Socialist Party
government of Prime Minister
António Guterres launched a politi-
cal debate to discuss how to resolve
the problem. Members of the right-
wing People’s Party decried any tol-
erance for drug use, saying it would
invite drug tourism.

Mr. Guterres’s government
pushed through a full decriminaliza-
tion law. A subsequent center-right
coalition led by José Manuel Bar-
roso, now president of the European
Commission, didn’t repeal it.

The legislation was the first in a
series of liberal policy shifts in this
predominantly Roman Catholic
country. In May, President Aníbal
Cavaco Silva ratified a law allowing
same-sex marriage, making it the
sixth European country to do so. In
2007, Portugal went from having
among the toughest restrictions on
abortion to among the most liberal.

Portugal’s focus on close-knit
community and protecting the fam-
ily may be at the heart of many of
these reforms, say some observers.
In a 1999 report that paved the way
for new drug legislation, current
Portuguese Prime Minister José Só-
crates implored that “drugs are not
a problem for other people, for
other families, for other people’s
children.”

Portugal’s rehab clinics, called
Centros de Atendimento de Toxi-
codependentes, are central to the
strategy. In the lively northern port
city of Porto, dozens of patients pop
in daily to the Cedofeita rehab cen-
ter to pick up free doses of metha-
done. Others have scheduled ther-
apy or family counseling sessions,
also free.

“The more they can be inte-
grated in their families and their
jobs, the better their chances of suc-
cess,” says José González, a psychia-
trist at Cedofeita. Mr. González says
that about half of his 1,500 patients
are in substitution treatment, 500 of
which take methadone daily. He says
there is no defined model or time-
line for treatment.

The European Monitoring Centre
for Drugs and Drug Addiction, a Lis-
bon-based European Union agency,
says methadone or other substance-
substitution programs are generally
viewed as successful but has ob-
served that some Portuguese are be-
ginning to question long-term meth-
adone therapy.

“Now that the epidemic is under
control for the most part, people
start asking questions,” says Dag-
mar Hedrich, a senior scientific ana-
lyst with the EMCDDA. “The ques-
tion now is what is going to happen
next? There is a part of the popula-
tion who do not have the possibility
of leaving the treatment.”

BY SUSANA FERREIRA

A patient takes a dose of methadone (pills shown by nurse, right) at a rehabilitation center in Porto. Such centers are at the heart of Portugal’s decadelong experiment with drug decriminalization.

Spy chief: Iraq war raised threat to U.K.
LONDON—British and U.S. intel-

ligence had no credible evidence of
a link between Saddam Hussein and
the Sept. 11, 2001, attacks on the
U.S. before the 2003 Iraq invasion,
the ex-head of Britain’s domestic
spy agency told the country’s in-
quiry into the war Tuesday.

Eliza Manningham-Buller, direc-
tor of the MI5 from 2002 to 2007,
said that nothing to connect the at-
tacks to Baghdad was discovered

ahead of the 2003 invasion of Iraq.
The ex-spy chief said the war

caused allies to lose focus on the al
Qaeda threat in Afghanistan, em-
boldened Osama bin Laden and led
to the radicalization of a generation
of homegrown British extremists.

She acknowledged the Iraq war
vastly increased the terrorism
threat to Britain—with her officers
battling to handle a torrent of ter-
rorism plots launched by home-
grown radicals in the wake of the
2003 invasion.

“Our involvement in Iraq radical-
ized, for want of a better word, a
whole generation of young peo-
ple—not a whole generation, a few
among a generation—who saw our
involvement in Iraq, on top of our
involvement in Afghanistan as being
an attack on Islam,” she said.

Baroness Manningham-Buller
said those pushing the case for war
in the U.S. gave undue prominence
to scraps of inconclusive intelligence
on possible links between Iraq and
the 2001 attacks, singling out the

then-U.S. Defense Secretary Donald
Rumsfeld. She suggested the dispute
led Mr. Rumsfeld to disregard Cen-
tral Intelligence Agency intelligence
in favor of work produced by his
own department.

Baroness Manningham-Buller
said that the focus of Britain and
the U.S. on Iraq had also had far
reaching consequences for the mis-
sion to tackle global terrorism. “By
focusing on Iraq we reduced the fo-
cus on the al Qaeda threat in Af-
ghanistan,” she said.

Associated Press

Markel Redondo for The Wall Street Journal (2)

WSJ.com
ONLINE TODAY: See photos from
a clinic in Porto at WSJ.com/
Health.

Executive Travel Program

Guests and clients of 320
leading hotels receive

The Wall Street Journal Europe
daily, courtesy of

www.thinkmediaoutdoor.be

Wednesday, July 21, 2010 THE WALL STREET JOURNAL. 31

C-SUITE: HEALTH

Tourette syndrome—a disorder
marked by repeated, overwhelm-
ing vocal outbursts and motor
movements—has long frustrated
the medical world. Tics that are
hallmarks of Tourette include
yelping, blinking, jerking and in
rare instances shouting obsceni-
ties. Many times other neurologi-
cal or behavioral troubles are
present, leaving patients isolated.

The exact cause remains un-
known. Doctors typically prescribe

antipsychotic med-
ications or a high-
blood-pressure

medication to help suppress tics
in some patients. Counseling is
usually recommended to help pa-
tients cope.

Neither drugs nor counseling,
though, has been shown to greatly
reduce tics in most patients. Some
studies have found the best medi-
cation available suppresses only
about 30% of tics in patients who
respond at all. In addition, some
drugs may have serious side ef-
fects.

New research, led by scientists
at Yale University, the University
of California at Los Angeles and
other medical centers, suggests
that tics can be managed, or even
suppressed permanently, using a
form of behavioral therapy.

Proponents say the
method—called “habit reversal
training”—diminishes tics by
teaching patients to move counter
to the tic, making it impossible
for them to complete the in-
grained movement.

“When this procedure is done
well, the benefits are as good as
medication used to treat this con-
dition,” said James Leckman, di-
rector of research at Yale Univer-
sity’s Child Study Clinic, where
some of the research was done.
“It provides the individual with
the means to combat the illness
on his own.” Although no more ef-
fective than medication, the ther-
apy doesn’t have side effects.

Encouraged by the results, re-
searchers are studying the
changes that take place in the
brain’s circuitry before and after a
patient learns the behavior tech-
niques. The research could lead to
a greater understanding of the
disorder, Dr. Leckman said.

Tourette syndrome is named
for the French neuropsychiatrist
who wrote about his patients in
the 1880s. Researchers believe
that the disorder is hereditary but
that environmental factors play a
role, including low weight at birth
and high stress levels in the
mother during pregnancy.

Less than 1% of children are di-
agnosed with Tourette. Usually di-
agnosed during childhood, the dis-
order is found three times as
often in boys as in girls. Many pa-
tients also have attention prob-
lems, obsessive compulsive disor-
der or learning disabilities.

To some parents, it may seem
that tics pop up unexpectedly,
when a child clears his throat or
blinks repeatedly. Tics wax and
wane, but they tend to be at their
most frequent in patients from 10
to 12 years old.

Some patients see their symp-
toms decrease by age 20; a
smaller number struggle for a life-
time. While usually marked by
mild symptoms, the disorder in
rare instances can impede pa-
tients from walking, talking or

even feeding themselves.
Tourette patients are often

prescribed the high-blood-pres-
sure medicine clonidine, or antip-
sychotics such as haloperidol and
risperidone. But the drugs can
make some people feel dull and
listless and pack on pounds.

Habit-reversal techniques first
showed promise in the 1970s,
when psychologist Nathan Azrin
studied their effect on a small
number of patients with nervous
habits, such as thumb sucking, as
well as people with tics. Later
studies with Tourette patients
lasted a few weeks and included
fewer than 50 patients.

Researchers at UCLA, Yale,
Johns Hopkins University and the
University of Wisconsin-Milwau-
kee decided to embark on a more
ambitious effort starting in 2004.
They gathered 126 children with
Tourette, between 9 and 17 years
old, and assigned half to learn
“competing behavioral interven-
tion’’ techniques over eight ses-
sions.

A child with a neck-jerking tic
might have been taught to look
forward, tuck his chin down
slightly and gently tense his mus-
cles until the urge to tic had
passed. Children with verbal tics
were taught to take slow, rhyth-
mic, deep breaths. The children
were asked to practice at home.

The researchers found that
about 53% of the children in the
behavioral therapy group experi-
enced significant improvements
with their tics, including dimin-
ished tics and a drop in frequency,
compared with 19% of those in the
control group who received educa-
tion and counseling only.

What’s more, the success
lasted, with 87% of those who
completed therapy and remained
in the study showing benefits six
months later.

The method replaces the tic
with voluntary movements that
the patient can control, said
Lawrence Scahill, a professor of
nursing and child psychiatry at
Yale and an author of a paper on
the study, published in the Jour-
nal of the American Medical Asso-
ciation in May. Biologically, “a
person is finding resources in
their frontal brain to manage
this,’’ he said.

Preliminary results of a subse-
quent, yet-to-be-published study
of adults found somewhat similar
improvement among those using
the technique. Researchers won-
der if tics could be more hard-
wired in adults with Tourette, Dr.
Scahill said.

Joseph Jankovic, a neurology
professor at Baylor College of
Medicine in Houston and a mem-
ber of the American Academy of
Neurology, cautions that unlike
medication, the behavior methods
may have more limited effects and
applications in some patients.
Learning the techniques can be
frustrating. “It requires a lot of
time on the part of the patient,”
he says. A limited number of ther-
apists are trained in the tech-
nique, and it may not be covered
by all insurance policies.

“I just don’t agree this therapy
will be a vital part of therapy,’’ Dr.
Jankovic says.

Dr. Scahill says the new ther-
apy offers an improvement on the
current course of treatment. In-
stead of feeling helpless, as if he
must jerk his arm to relieve an
urge, the patient can tense his

muscle, choosing and controlling
the movement, he says.

That’s different from a tic. “It’s
a management strategy.’’ Dr. Sca-
hill says. Medication is still an im-
portant treatment method, Dr.
Scahill emphasized, adding that
he didn’t believe behavior therapy
was a substitute.

Some study participants have
adapted the techniques. Kyle Amt-
manis a 14-year-old from East
Hampton, Conn., lapses into mak-
ing snorting or squeaking sounds,
sometimes while working on math
homework. Other times, he cracks

his neck and then rolls his head in
a circle.

Working with a Yale clinician,
Kyle learned that when pressure
builds in his nasal cavity, he
should focus on breathing rhyth-
mically. To combat the head roll,
the clinician told him to tuck his
chin, but Kyle now prefers to tilt
his head back. “Before, if I had to
do my tics, I couldn’t do anything
about it. I had to accept what I
had to do,’’ said Kyle, who stopped
working with the clinician in re-
cent weeks. “Now I can do some-
thing that takes less time and is

less bothersome.’’
Research continues. Dr. Scahill

and his colleagues are starting to
examine neural images, collected
with electroencephalography re-
cordings and magnetic resonance
imaging taken during the chil-
dren’s study, to pinpoint what
happens to a Tourette patient’s
brain when the urge to tic is met
with an alternate and competing
action.

The goal, Dr. Scahill said, is to
learn what changes in the brain
when a person successfully em-
ploys the behavior strategy.

BY SUZANNE SATALINE

Fresh effort to counter Tourette tics

Kyle Amtmanis, 14 years old, learned ways to manage Tourette syndrome.
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A Tourette primer
� The diagnosis rate in children
ranges from 0.6% to 1% of the
population.

� Boys are three times as likely as
girls to be diagnosed with the
syndrome.

� Symptoms tend to appear by
age 7, peak by age 12 and in many
cases subside by age 20.

� Minor tics—grimaces, blinking,
throat-clearing—usually appear first.
Older tics often disappear as new
ones arise.

� Typical treatment is with an
antihypertensive or antipsychotic.

Source: Yale Child Study Center
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Jobless benefits advance in Senate
WASHINGTON—The Senate on

Tuesday voted to overcome a key
hurdle to extending U.S. jobless ben-
efits, likely renewing the 99-week
period that long-term unemployed
people in most parts of the country
can qualify for assistance.

By a 60-40 vote, senators ended
a Republican filibuster, setting up a
final vote on the measure.

The legislation would then have
to return to the House for lawmak-
ers’ approval in that chamber, some-
thing Democratic leaders have
pledged to do.

The roughly $34 billion cost of
the plan will be paid for by new bor-
rowing.

Democrats were able to reach
the crucial 60-vote supermajority to
overcome Republican resistance
only after Sen. Carte Goodwin (D.,
W.Va.) was sworn in by Vice Presi-
dent Joe Biden a few minutes before
the vote was held.

Mr. Goodwin succeeds Sen. Rob-
ert Byrd (D., W.Va.), who died in
June.

Voting with the Democrats were
Maine Republican Sens. Susan Col-
lins and Olympia Snowe.

Two other moderate Republicans
who have supported benefit exten-
sions in the past—Sens. Scott Brown
(R., Mass.) and George Voinovich
(R., Ohio)—declined to support the
measure.

So, too, did Sen. Ben Nelson (D.,
Neb.), a Democrat who routinely
votes against spending items unless
their cost is offset.

The vote portends an almost cer-
tain end to the more than three-
month ordeal that has seen the Sen-
ate gridlocked in partisan rancor
over the benefits issue.

Democrats have attempted sev-
eral times, both as a stand-alone
measure as well as part of a wider

tax package, to pass the benefits ex-
tension. Republicans have opposed
the moves, arguing that unspent
funds in the economic-stimulus plan
should be used to pay for the cost of
the program.

Democrats have argued that
spending on unemployment benefits
themselves stimulate the economy
and can expedite the economic re-
covery already under way.

Republicans have countered that
federal spending is out of control
and have sought to force Democrats
to pay for the roughly $34 billion
cost of the benefits extension.

The issue has become a flash
point in the parties’ attempts to de-
fine themselves for the fall election
campaigns.

Congress has voted six times
since June 2008 to extend benefits,
but Republican resistance has
grown along with concerns about
the deficit.

Democrats agreed to drop unre-
lated items and trim the bill to $34
billion to win the support of Sens.
Collins and Snowe.

Democrats had originally intro-
duced a $120 billion bill that in-
cluded such items as aid to cash-
strapped states

If the extension is approved, un-
employed workers in the hardest-hit
states would again be able to draw
as many as 99 weeks of aid. That in-
cludes 26 weeks of basic aid offered
by states, plus long-term federal
payments. The expiration of the
previous extension June 2 has had a
rolling impact on the unemployed,
as thousands have exhausted their
benefits each week.

With the unemployment rate at
9.5% and about 14.6 million people
out of work, the White House sig-
naled Monday that Congress would
be asked to approve an additional
extension of benefits in November.
The midterm elections are Nov. 2.

BY COREY BOLES

The unemployed attended a career fair in Los Angeles Monday. Lawmakers are close to approving a benefits extension.
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Until recently,
attacking Federal
Reserve Chairman
Ben Bernanke for
being too passive
sounded out of

touch with reality. Indeed, he has
been assailed for doing too much
to bail out Wall Street and for
risking the Fed’s independence
and inflation-fighting credibility
by buying $1.5 trillion of
mortgages and U.S. government
bonds.

Yet the question lurking when
Mr. Bernanke testifies in Congress
this week is why the central bank
isn’t doing more now to rescue an
economy that is losing
momentum. After all, the Fed’s
forecast is for inflation below its
informal target and persistently
high unemployment for the next
couple of years.

Here, more bluntly than Mr.
Bernanke will put it if Congress
ever gets around to asking, is
what’s going on.

The distressing economic
outlook has deteriorated since the
Fed’s June 22-23 meeting. Mr.

Bernanke would cut short-term
interest rates if he could. But he
can’t; rates are already near zero.
So the question is whether to
pursue more-unconventional
monetary policy.

The Fed, perhaps prematurely,
ended its purchases of mortgages
earlier this year. As the minutes of
the June meeting note, Fed
officials are at least talking about
what would justify reopening the
spigot.

There are a lot of little things
the Fed could do to signal concern
about the economy—and Mr.
Bernanke may enumerate them if
pressed. But the most likely to
matter would be to buy more
mortgages and Treasurys to push
down long-term rates.

For now, Mr. Bernanke doesn’t
believe potential benefits of such
a move outweigh potential costs.
But he and his allies on the Fed’s
divided policy committee aren’t
saying never. Whether or not he
explicitly says so, the Fed will
consider buying more securities if
the economy gets worse or credit
markets show signs of severe
distress, despite the eagerness of
some Fed officials to move toward
“the exit strategy.”

Why wait? Put yourself in Mr.
Bernanke’s chair. When the Fed

began buying mortgages, the gap
between yields on mortgages and
Treasurys was wide; now it isn’t.
Mortgage rates are very low and
the housing sector is still
moribund; it isn’t clear pushing
mortgage rates down another one-
quarter percentage point would do
much.

The Fed could buy more
Treasurys, trying to push yields
on 10-year Treasurys below the
already low 3%. But that could
backfire. With all the deficit angst
around, a Fed move to buy
Treasurys could provoke cries of
“they’re monetizing the debt” and
push up long-term rates rather
than lowering them.

As scary as this sounds, the
Fed can’t be sure of the net effect
of buying more assets. It might
not make things better. It would
be, in short, a Hail Mary pass. And
Mr. Bernanke isn’t ready—yet—to
throw it.

Mr. Bernanke’s former
Princeton University colleague,
Nobel laureate Paul Krugman, has
become the loudest critic of Mr.
Bernanke’s inaction, calling the
Fed “feckless” (lacking in vitality,
unthinking, irresponsible) in his
New York Times column. In a
prescient 1998 paper about Japan,
Mr. Krugman warned that other

countries might similarly confront
the feared “liquidity trap,” the
circumstance at which the central
bank has cut interest rates to zero
and the economy remains very
weak. His advice then: “Monetary
policy will be effective…if the
central bank can credibly promise
to be irresponsible”—by promising
to create inflation in the future.

The textbook point: Interest
rates that matter are the inflation-
adjusted ones. In recessions, the
Fed effectively pushes inflation-
adjusted rates below zero. But
with nominal interest rates at
zero, the only way to get inflation-
adjusted rates lower is to get
everyone believing that inflation
will go up.

The practical point: This is
easier to advise than to do safely.
It would, at the very least, be hard
to explain to a public already
suspicious of the Fed. And it, too,
could backfire. Manipulating
inflation expectations is hard to
calibrate. And the move would
mean higher nominal (though
lower inflation-adjusted) long-
term interest rates. And outside of
economic textbooks, higher
nominal rates can hurt, pinching
cash-strapped households for
instance. It’s risky.

Mr. Bernanke, in a widely re-

read 2002 speech, argued that the
Fed can create inflation and can
thwart deflation. Mr. Krugman
thinks deflation is around the
corner; Mr. Bernanke isn’t
convinced.

If the Fed is truly out of good
choices, then talk turns to fiscal
policy. Both Mr. Bernanke and his
deputy-designate, Janet Yellen of
the Federal Reserve Bank of San
Francisco, have been cautiously
giving Congress advice on that. “If
simultaneously Congress were to
put in place meaningful measures
that would phase in over time to
address medium- and longer-term
deficit issues…that would create
greater scope in the shorter term
for Congress to also
contemplate…actions to address
short-term weakness in the
economy,” Ms. Yellen said at a
hearing last week, echoing similar
advice from Mr. Bernanke.

In plain English, the Fed would
welcome more fiscal stimulus if
accompanied by a credible,
specific commitment to reduce the
deficit later. But the chances of
Congress and the president
executing that two-step maneuver
are close to nil.

Which means, if things get
worse, Mr. Bernanke may yet
resort to the Hail Mary.

[ Capital ]

BY DAVID WESSEL

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

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

Corn (cents/bu.) CBOT 387.50 -6.50 -1.65% 705.00 343.25
Soybeans (cents/bu.) CBOT 973.00 1.00 0.10% 1,555.00 809.75
Wheat (cents/bu.) CBOT 577.00 -5.25 -0.90 762.75 442.50
Live cattle (cents/lb.) CME 94.500 0.100 0.11 96.900 86.700
Cocoa ($/ton) ICE-US 2,977 -4 -0.13 3,522 2,237
Coffee (cents/lb.) ICE-US 158.55 -5.25 -3.21 180.95 121.75
Sugar (cents/lb.) ICE-US 17.28 -0.33 -1.87 22.78 11.79
Cotton (cents/lb.) ICE-US 73.01 -0.61 -0.83 100.50 53.87
Crude palm oil (ringgit/ton) MDEX 2,451.00 -23 -0.93 2,725 1,665
Cocoa (pounds/ton) LIFFE 2,319 -26 -1.11 2,470 1,579
Robusta coffee ($/ton) LIFFE 1,684 -46 -2.66 1,795 1,282

Copper (cents/lb.) COMEX 300.15 6.35 2.16 366.70 166.00
Gold ($/troy oz.) COMEX 1191.70 9.80 0.83 1,266.50 800.00
Silver (cents/troy oz.) COMEX 1769.30 15.00 0.86 1,986.50 1,338.00
Aluminum ($/ton) LME 1,951.00 -19.00 -0.96 2,481.50 1,720.00
Tin ($/ton) LME 17,940.00 65.00 0.36 19,175.00 13,550.00
Copper ($/ton) LME 6,547.50 36.50 0.56 7,970.00 5,355.00
Lead ($/ton) LME 1,782.50 10.50 0.59 2,615.00 1,580.00
Zinc ($/ton) LME 1,836.50 24.00 1.32 2,659.00 1,617.00
Nickel ($/ton) LME 18,860 35 0.19 27,590 15,875

Crude oil ($/bbl.) NYMEX 77.58 0.68 0.88 132.65 54.11
Heating oil ($/gal.) NYMEX 2.0506 0.0093 0.46 3.4065 1.4750
RBOB gasoline ($/gal.) NYMEX 2.0767 0.0185 0.90 2.4345 1.4265
Natural gas ($/mmBtu) NYMEX 4.576 0.067 1.49 10.810 4.140
Brent crude ($/bbl.) ICE-EU 76.22 0.60 0.79 108.50 59.80
Gas oil ($/ton) ICE-EU 652.25 -1.25 -0.19 760.25 572.00

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

Currencies London close on July 20
Per In

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

Argentina peso-a 5.0709 0.1972 3.9363 0.2540
Brazil real 2.2951 0.4357 1.7816 0.5613
Canada dollar 1.3608 0.7349 1.0563 0.9467

1-mo. forward 1.3613 0.7346 1.0567 0.9464
3-mos. forward 1.3624 0.7340 1.0576 0.9456
6-mos. forward 1.3646 0.7328 1.0593 0.9441

Chile peso 683.09 0.001464 530.25 0.001886
Colombia peso 2414.82 0.0004141 1874.50 0.0005335
Ecuador US dollar-f 1.2882 0.7762 1 1
Mexico peso-a 16.5909 0.0603 12.8787 0.0776
Peru sol 3.6374 0.2749 2.8235 0.3542
Uruguay peso-e 27.053 0.0370 21.000 0.0476
U.S. dollar 1.2882 0.7762 1 1
Venezuela bolivar 5.53 0.180747 4.29 0.232848

ASIA-PACIFIC
Australia dollar 1.4707 0.6800 1.1416 0.8760
China yuan 8.7321 0.1145 6.7783 0.1475
Hong Kong dollar 10.0159 0.0998 7.7748 0.1286
India rupee 60.8763 0.0164 47.2550 0.0212
Indonesia rupiah 11652 0.0000858 9045 0.0001106
Japan yen 112.10 0.008920 87.02 0.011492

1-mo. forward 112.06 0.008923 86.99 0.011496
3-mos. forward 111.97 0.008931 86.92 0.011505
6-mos. forward 111.81 0.008944 86.79 0.011522

Malaysia ringgit-c 4.1385 0.2416 3.2125 0.3113
New Zealand dollar 1.8137 0.5514 1.4079 0.7103
Pakistan rupee 110.274 0.0091 85.600 0.0117
Philippines peso 59.807 0.0167 46.425 0.0215
Singapore dollar 1.7705 0.5648 1.3744 0.7276
South Korea won 1555.43 0.0006429 1207.40 0.0008282
Taiwan dollar 41.417 0.02414 32.150 0.03110
Thailand baht 41.604 0.02404 32.295 0.03096

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

Euro zone euro 1 1 0.7762 1.2883
1-mo. forward 1.0000 1.0000 0.7763 1.2882
3-mos. forward 1.0002 0.9998 0.7764 1.2881
6-mos. forward 1.0006 0.9994 0.7767 1.2875

Czech Rep. koruna-b 25.371 0.0394 19.694 0.0508
Denmark krone 7.4514 0.1342 5.7841 0.1729
Hungary forint 287.86 0.003474 223.45 0.004475
Norway krone 8.1326 0.1230 6.3129 0.1584
Poland zloty 4.1227 0.2426 3.2002 0.3125
Russia ruble-d 39.292 0.02545 30.500 0.03279
Sweden krona 9.5180 0.1051 7.3883 0.1353
Switzerland franc 1.3503 0.7406 1.0482 0.9540

1-mo. forward 1.3499 0.7408 1.0478 0.9543
3-mos. forward 1.3488 0.7414 1.0470 0.9551
6-mos. forward 1.3468 0.7425 1.0455 0.9565

Turkey lira 1.9771 0.5058 1.5348 0.6516
U.K. pound 0.8456 1.1827 0.6564 1.5235

1-mo. forward 0.8457 1.1825 0.6564 1.5234
3-mos. forward 0.8458 1.1823 0.6566 1.5230
6-mos. forward 0.8463 1.1817 0.6569 1.5223

MIDDLE EAST/AFRICA
Bahrain dinar 0.4857 2.0590 0.3770 2.6526
Egypt pound-a 7.3404 0.1362 5.6980 0.1755
Israel shekel 4.9714 0.2012 3.8590 0.2591
Jordan dinar 0.9124 1.0960 0.7083 1.4119
Kuwait dinar 0.3717 2.6902 0.2886 3.4656
Lebanon pound 1933.02 0.0005173 1500.50 0.0006665
Saudi Arabia riyal 4.8316 0.2070 3.7505 0.2666
South Africa rand 9.8122 0.1019 7.6167 0.1313
United Arab dirham 4.7316 0.2113 3.6729 0.2723

SDR -f 0.8533 1.1719 0.6624 1.5097

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

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

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

23 EUROPE Stoxx Europe 600 246.35 0.17 0.07% -2.7% 14.6%

14 Stoxx Europe 50 2395.02 8.01 0.34 -7.1 9.0

27 Euro Zone Euro Stoxx 251.16 -0.82 -0.33% -8.6 7.7

14 Euro Stoxx 50 2627.28 -7.32 -0.28 -11.4 4.3

15 Austria ATX 2311.11 7.43 0.32 -7.4 7.9

8 Belgium Bel-20 2417.34 -14.22 -0.58 -3.8 14.5

11 Czech Republic PX 1142.6 -4.9 -0.43 2.3 17.9

22 Denmark OMX Copenhagen 373.40 -4.07 -1.08 18.3 32.1

15 Finland OMX Helsinki 6390.44 29.56 0.46 -1.0 15.7

14 France CAC-40 3468.02 -18.31 -0.53 -11.9 5.0

12 Germany DAX 5967.49 -41.62 -0.69 0.2 17.1

... Hungary BUX 21943.70 100.32 0.46 3.4 33.5

18 Ireland ISEQ 2819.34 -1.34 -0.05 -5.2 2.6

13 Italy FTSE MIB 19985.32 -132.22 -0.66 -14.0 0.8

18 Netherlands AEX 320.46 -1.54 -0.48 -4.4 18.4

9 Norway All-Shares 394.28 -1.95 -0.49 -6.1 14.9

17 Poland WIG 40778.74 -285.46 -0.70 2.0 22.6

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

12 Portugal PSI 20 7146.41 34.71 0.49 -15.6 -1.6

... Russia RTSI 1388.43 -6.49 -0.47% -2.7 40.6

9 Spain IBEX 35 10061.3 131.5 1.32% -15.7 -0.6

15 Sweden OMX Stockholm 319.31 -1.60 -0.50 6.6 22.3

14 Switzerland SMI 6123.42 -33.22 -0.54 -6.5 8.6

... Turkey ISE National 100 58227.81 113.38 0.20 10.2 53.2

11 U.K. FTSE 100 5139.46 -8.82 -0.17 -5.1 14.7

21 ASIA-PACIFIC DJ Asia-Pacific 119.14 0.01 0.01 -3.2 9.1

... Australia SPX/ASX 200 4403.60 45.29 1.04 -9.6 8.7

... China CBN 600 22895.45 513.21 2.29 -21.2 -17.9

14 Hong Kong Hang Seng 20264.59 173.64 0.86 -7.4 3.9

17 India Sensex 17878.14 -50.28 -0.28 2.4 18.7

... Japan Nikkei Stock Average 9300.46 -107.90 -1.15 -11.8 -3.6

... Singapore Straits Times 2948.61 3.19 0.11 1.8 20.1

11 South Korea Kospi 1736.77 4.82 0.28 3.2 16.6

17 AMERICAS DJ Americas 286.99 1.60 0.56 -3.2 15.5

... Brazil Bovespa 64266.24 969.20 1.53 -6.3 21.3

16 Mexico IPC 31932.37 86.49 0.27 -0.6 23.2

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

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

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

Australia 1.1416 1.7393 1.0891 0.1545 0.0374 0.1808 0.0131 0.2958 1.4707 0.1974 1.0808 ...

Canada 1.0563 1.6093 1.0077 0.1430 0.0346 0.1673 0.0121 0.2737 1.3608 0.1826 ... 0.9253

Denmark 5.7841 8.8124 5.5181 0.7829 0.1896 0.9162 0.0665 1.4989 7.4514 ... 5.4758 5.0666

Euro 0.7762 1.1827 0.7406 0.1051 0.0255 0.1230 0.0089 0.2012 ... 0.1342 0.7349 0.6800

Israel 3.8590 5.8794 3.6815 0.5223 0.1265 0.6113 0.0443 ... 4.9714 0.6672 3.6533 3.3803

Japan 87.0200 132.5793 83.0185 11.7781 2.8531 13.7845 ... 22.5499 112.1035 15.0447 82.3819 76.2252

Norway 6.3129 9.6180 6.0226 0.8544 0.2070 ... 0.0725 1.6359 8.1326 1.0914 5.9764 5.5298

Russia 30.5000 46.4683 29.0975 4.1281 ... 4.8314 0.3505 7.9036 39.2916 5.2731 28.8744 26.7165

Sweden 7.3883 11.2564 7.0486 ... 0.2422 1.1703 0.0849 1.9146 9.5180 1.2773 6.9945 6.4718

Switzerland 1.0482 1.5970 ... 0.1419 0.0344 0.1660 0.0120 0.2716 1.3503 0.1812 0.9923 0.9182

U.K. 0.6564 ... 0.6262 0.0888 0.0215 0.1040 0.0075 0.1701 0.8456 0.1135 0.6214 0.5749

U.S. ... 1.5235 0.9540 0.1353 0.0328 0.1584 0.0115 0.2591 1.2882 0.1729 0.9467 0.8760

Source: Thomson Reuters via WSJ Market Data Group

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of July 20, 2010

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

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

2.60% 15 ALL COUNTRY (AC) WORLD* 280.02 0.10% -6.5% 14.3%

2.70 16 World (Developed Markets) 1,089.31 0.05 -6.8 13.0

2.50 16 World ex-EMU 130.05 ... -4.8 14.6

2.50 16 World ex-UK 1,089.32 -0.05 -6.3 13.1

3.20 16 EAFE 1,422.18 0.70 -10.0 8.8

2.20 14 Emerging Markets (EM) 945.06 0.41 -4.5 24.1

3.60 14 EUROPE 85.38 -0.75 -3.3 19.0

3.80 14 EMU 149.50 0.36 -17.2 4.2

3.50 15 Europe ex-UK 92.48 -0.55 -4.3 18.2

4.90 11 Europe Value 91.81 -0.68 -7.7 14.8

2.40 17 Europe Growth 76.96 -0.82 1.0 22.9

2.40 19 Europe Small Cap 163.27 -1.06 3.9 30.1

2.30 8 EM Europe 291.45 0.01 4.6 43.5

3.80 12 UK 1,526.10 -0.17 -5.1 20.8

2.90 18 Nordic Countries 150.00 -0.54 10.1 33.5

2.00 8 Russia 705.32 0.70 -5.5 28.9

2.40 20 South Africa 714.43 -1.08 1.0 19.1

2.70 16 AC ASIA PACIFIC EX-JAPAN 390.70 1.09 -6.2 20.6

1.90 26 Japan 521.78 0.00 -8.2 -8.9

2.30 16 China 59.71 -0.39 -7.9 8.3

1.00 19 India 725.81 -0.08 2.6 27.6

1.30 11 Korea 488.86 -0.43 1.7 27.8

2.80 23 Taiwan 271.32 -0.25 -8.3 15.7

2.00 17 US BROAD MARKET 1,194.71 -0.57 -3.4 17.9

1.40 160 US Small Cap 1,665.58 -0.52 -0.3 25.6

2.60 14 EM LATIN AMERICA 3,809.87 -0.72 -7.5 28.1

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

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

Dow Jones Indexes
Price-to-

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

2.35% 16 Global TSM 2192.48 0.12% 11.1%

2.41 16 Global Dow 1307.10 0.72% 15.6% 1788.58 0.07 4.7

2.92 13 Global Titans 50 160.90 0.79 14.3 154.81 0.14 3.6

2.84 16 Europe TSM 2341.56 -0.61 4.4

2.40 19 Developed Markets TSM 2117.74 0.07 9.9

2.26 10 Emerging Markets TSM 3999.62 0.56 21.8

3.25 24 Africa 50 823.50 0.52 18.2 673.44 -0.13 7.0

2.61 13 BRIC 50 458.30 1.47 28.2 562.95 0.81 16.1

3.68 17 GCC 40 534.00 0.67 6.4 436.69 0.02 -3.6

2.03 19 U.S. TSM 11081.48 0.52 14.3

6.08 22 Kuwait Titans 30 -c 188.74 0.52 -13.3

1.71 RusIndex Titans 10 -c 3215.00 0.32 40.9 5236.02 -0.31 25.6

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

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

2.06% 9 Turkey Titans 20 -c 616.70 1.27% 68.6% 700.20 0.27% 55.9%

5.68 15 Global Select Div -d 168.70 0.79 28.7 186.02 0.14 16.6

5.96 10 Asia/Pacific Select Div -d 256.29 1.16 12.4

4.43 14 U.S. Select Dividend -d 318.28 0.48 20.2

2.09 18 Islamic Market 1850.89 0.20 9.4

2.62 13 Islamic Market 100 1743.40 0.69 14.3 1922.29 0.05 3.5

3.48 12 Islamic Turkey -c 1521.00 0.65 40.8 2965.04 -0.34 30.3

2.85 15 Sustainability 841.40 0.61 18.3 915.23 -0.04 7.1

4.51 19 Brookfield Infrastructure 1633.90 1.42 31.1 2006.97 0.77 18.7

1.39 22 Luxury 974.70 0.99 33.8 1064.68 0.34 21.1

3.15 10 UAE Select Index 222.68 -0.55 -4.9

DJ-UBS Commodity 136.20 0.98 16.4 127.46 0.33 5.4

*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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Senate panel backs high-court nominee

Crist uses old allies as a new foil
Senate push gains as Florida governor sets himself off against the state’s Republicans

KEY BISCAYNE, Fla.—Florida’s
Republican-led legislature gathered
Tuesday on the order of Gov. Charlie
Crist—and then, as expected, quickly
refused his call for a state-constitu-
tion ban on offshore oil drilling in
Florida waters.

Despite no legislative action at
the special session, the showdown
has become a signal event in Mr.
Crist’s campaign for the U.S. Senate
and in his transformation from a ris-
ing Republican star to a political
centrist who at times embraces lib-
eral views.

Nearly three months after losing
his Republican allies and campaign
staff by leaving his party, Mr. Crist
has rebuilt his political machinery
and gained a footing among many
general-election voters as he runs as
an independent. One reason: He has
used the Republican-led state legis-
lature as a conservative foil to in-
crease his appeal among centrist
and Democratic voters.

Mr. Crist has shored up some
conservative positions, such as his
support for gun rights, while shift-
ing to the left on core issues like
abortion, education and gay rights.
And he has successfully courted top
Democrats—including some with
close ties to President Barack
Obama and the White House—to
work on his campaign, even though
two Democrats are making serious
bids for the Senate seat.

“So many of the elected politi-
cians in Washington seem to be
shackled by the fear of a primary,”
Mr. Crist said in an interview last
week in this seaside city, where he
attended a briefing on the effects of
the Gulf oil spill. As an independent,
Mr. Crist said, he is free to speak his
mind without worrying about the
most ideological voters.

“It’s liberating,” Mr. Crist said.
“It’s a lot of fun, and I’m convinced
it’s what the people want.”

Mr. Crist believes he has stum-
bled on a political sweet spot, amid
polls showing voters are angry at in-
cumbents and disenchanted with
both political parties.

Many here had considered his
political career to be all but over, as
conservatives and the tea party
movement rejected Mr. Crist’s Sen-
ate candidacy for that of the more
conservative Marco Rubio, a former
state House speaker. Mr. Crist left
the GOP in late April. Now, by most
measures, he is the front-runner,
leading among Democratic voters
and taking a third of Republicans.

Mr. Crist this year vetoed an ed-
ucation bill and an abortion bill sent
to him by the legislature, which won

him praise from many teachers and
liberal women’s groups. Now, in call-
ing a special legislative session to
discuss a state-constitution ban on
oil drilling in state waters, he is
gambling that voters will see him as
protecting Florida’s tourism indus-
try in the aftermath of the Gulf oil
spill. (Florida law already bans such
drilling, but opponents have sought
to repeal the ban.)

Mr. Crist’s opponents note that
he was open to considering offshore
drilling as recently as 2009. Some
worry that putting a drilling amend-
ment on the November ballot, as Mr.
Crist called for in convening this
week’s session, would drive Crist
voters to the polls. “To find the gov-
ernor now changing his mind
again—against it to for it, to against
it again—is just comical,” said state
Sen. Mike Haridopolos, the incoming
state Senate president. “The running
joke is that his policy manual is
filled with bumper stickers, and for
serious people it’s just untenable.”

Mr. Crist has made other policy
shifts. Despite pledging as a Repub-
lican to help repeal President
Obama’s health-care overhaul, Mr.
Crist now says he does not support
such a move. He has long called
himself “pro-life,” doing so even in
the interview last week. He is now
quick to add that while he person-
ally opposes abortion, he would not
seek to overturn Roe v. Wade and
supports abortion rights.

He came out last year in opposi-

tion to the Supreme Court nomina-
tion of Justice Sonia Sotomayor, but
now says that he “probably” took
that position because he felt pres-
sure from the GOP primary. Asked if
he felt differently now, he said: “Per-
haps.”

“I want to do what is in my
heart,” Mr. Crist said last week. “But
other influences have some effect, to
a degree.”

The White House and top Demo-
crats in Florida and Washington are
publicly backing U.S. Rep. Kendrick
Meek in the Senate race. Yet the
governor in recent weeks has popu-
lated his campaign with Democrats,
bringing on a Democratic pollster
and political consultant.

In addition, Alfredo Balsera, a
member of Mr. Obama’s national fi-
nance committee in 2008 and a top
adviser to the president on Latino
outreach, is now advising Mr. Crist.
Mr. Balsera, of Miami, is planning a
fund-raiser next month that he said
would consist largely of Obama sup-
porters. He said he informed the
White House ahead of time.

Mr. Crist has retained a political
consulting firm that counts Anita
Dunn as a partner. Ms. Dunn was the
White House communications direc-
tor until November. She said she
was not working on the Crist cam-
paign herself but had stopped advis-
ing the Democratic Party, to avoid a
conflict of interest.

A White House official said that
the president “expected” the state’s

party leaders to back Mr. Meek and
that Vice President Joe Biden
planned to campaign for him soon.

Mr. Crist said he had spoken
twice in recent weeks with Senate
Majority Leader Harry Reid. The
governor said he had not offered
any assurances that he would caucus
with the Democrats as an indepen-
dent, but the discussions with Mr.
Reid signal that he may be moving
in that direction.

Aides to Mr. Meek say voters will
abandon Mr. Crist once Democrats
begin their advertising campaign
this fall. Meek spokesman Adam
Sharon called Mr. Crist “a lifelong
conservative.” Republicans are likely
to highlight statements from Mr.
Crist’s prior campaigns, such as his
statement in a 2006 automated call
that he was “pro-life.”

“If he really didn’t believe in
these things, then why did he spend
20 years campaigning on them?” Mr.
Rubio said in an interview. “With all
due respect, and I mean this with no
animosity, I think he’ll do and say
anything to win this election, and I
think we already have too many
people like that in Washington.”

Mr. Crist said he was always
more of a centrist Republican, an-
gering his party, for example, when
he pushed to make it easier to re-
store a felon’s right to vote. “I’ve al-
ways had that predilection” to buck
the GOP, he said. Then, snapping his
fingers, he added: “It’s just quicker
now.”

BY PETER WALLSTEN

Gov. Crist has shored up conservative positions, such as his support for gun rights, while shifting to the left on abortion.

MarcoMarcoMarcoMarco
RubioRubioRubioRubio

(R)(R)(R)(R)

Other/Other/Other/Other/
don’tdon’tdon’tdon’t
knowknowknowknow

CharlieCharlieCharlieCharlie
Crist (I)Crist (I)Crist (I)Crist (I)

KendrickKendrickKendrickKendrick
MeekMeekMeekMeek
(D)(D)(D)(D) 17% 28%17% 28%17% 28%17% 28%

20%20%20%20%

RubioRubioRubioRubio

Other/Other/Other/Other/
don’tdon’tdon’tdon’t
knowknowknowknow

CristCristCristCrist

JeffJeffJeffJeff
GreeneGreeneGreeneGreene
(D)(D)(D)(D)

Independent run
A recent poll shows Gov. Charlie
Crist ahead in Florida’s U.S.
Senate race, no matter which
Democrat is in the race.

Source: Reuters/Ipsos telephone poll of 600
registered voters conducted July 9–11;
margin of error: +/–4 percentage points
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WASHINGTON—The Senate Judi-
ciary Committee on Tuesday ap-
proved Elena Kagan for a position
on the Supreme Court, sending her
nomination to the full Senate for a
likely vote in the first week of Au-
gust.

Ms. Kagan, whose Senate confir-
mation appears probable, would join
the court when its 2010-11 session
begins in October and would be-
come the fourth woman on the
court. The committee vote was 13-6,
with Sen. Lindsey Graham (R., S.C.)

joining all the panel’s Democrats in
supporting Ms. Kagan’s nomination.

“What’s in Elena Kagan’s heart is
that of a good person who has a
philosophy I disagree with,” Mr.
Graham said.

Since President Barack Obama
nominated Ms. Kagan in May, Re-
publicans have objected to her lack
of experience as a federal judge and
courtroom lawyer, saying she is
more of a political figure than a le-
gal one. They also criticized her role
in restricting military recruitment
when she was dean of Harvard Law
School, in response to the Pentagon

policy of forbidding gays from serv-
ing openly.

Republicans raised those com-
plaints again Tuesday, although
given the Democrats’ 12-7 majority
on the committee, the vote’s out-
come wasn’t in doubt. “She sup-
ports an activist judicial philosophy,
and her political views drive her le-
gal views,” said Sen. Orrin Hatch
(R., Utah).

Democrats said Ms. Kagan’s real-
world experience would be an asset
on the court, and they said her ac-
tions at Harvard were an attempt to
meld her respect for the military

with the school’s antidiscrimination
policy.

They also cited Ms. Kagan’s legal
reputation and experience. She
served as a clerk to the late Justice
Thurgood Marshall and adviser to
former President Bill Clinton before
becoming the first woman dean of
Harvard Law School, and solicitor
general under Mr. Obama, arguing
the government’s position before
the high court. If Ms. Kagan is con-
firmed, the court would have three
women for the first time. She would
join Justice Sonia Sotomayor and
Justice Ruth Bader Ginsburg.

BY NAFTALI BENDAVID

U.S. NEWS

IMF suggests
a new strategy
for contending
with bubbles

The International Monetary
Fund’s executive board said central
banks may want to use interest rates
in a “limited” way the next time
they encounter an asset bubble that
needs to be pricked, weighing in as
the Federal Reserve and other major
central banks reevaluate their bub-
ble-fighting strategies.

Before the global financial crisis,
the Fed’s main strategy for address-
ing bubbles was to mop up after
they burst, lowering interest rates to
cushion the blow to the economy
and restart growth. That was a cen-
tral conclusion of the academic work
of Ben Bernanke before he became
Fed chairman and was an approach
embraced by his predecessor Alan
Greenspan.

But the depth of the global
downturn, prompted by the bursting
of a real-estate bubble in the U.S.,
has led to a rethinking. The IMF, in a
paper released Tuesday, urged cen-
tral banks to use tougher regulation
to head off asset bubbles, including
tighter capital requirements for
banks, limits to banks’ use of short-
term loans and tougher collateral re-
quirements for loans they make.

The IMF also said financial regu-
lators would have to use their judg-
ment about whether to take more
specific actions, and have the inde-
pendence to enforce their efforts.

But in cases where that isn’t suf-
ficient, central banks may have to
use interest-rate policy to “lean
against asset bubbles,” the IMF staff
said. For instance, “the combination
of rising asset prices and rapid
credit growth may warrant a higher
policy rate,” the IMF paper said.

The staff warned, however, that
making such determinations isn’t
easy. It can be hard to tell whether a
big expansion of credit is a sign of
economic health or overheating.
Moreover, monetary policy may have
contradictory outcomes. Tightening
interest rates to tamp down a bub-
ble could also choke off economic
activity overall and weaken the fi-
nancial position of banks, thus wors-
ening financial stability the central
bank sought to address.

Mr. Bernanke has argued that
regulation and supervisory action
are the best ways to head off asset
bubbles, but he hasn’t taken mone-
tary policy off the table as a tool
should such efforts fail. Some Fed
researchers say that loose monetary
policy can play a role in promoting
asset bubbles by encouraging banks
to take on too much leverage and
that small changes in interest rates
could help tame bubbles.

The Bank for International Set-
tlements is also looking at how mon-
etary policy could be used to deflate
asset bubbles. One way may be to in-
clude risks to financial stability as
part of the economic modeling used
by central banks to choose optimal
interest-rate policy, said the BIS
2010 annual report.

At the IMF, the 24 board mem-
bers represent the institution’s 187
members. According to a summary
of the board’s discussions, the group
said that fighting inflation must re-
main the core mandate of monetary
policy. But they said there may be
“limited scope to use interest rates
to ‘lean against the wind,’” and dis-
courage the build-up of asset prices.

BY BOB DAVIS
AND TOM BARKLEY
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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 1.20 99.07% 0.01% 1.42 0.75 1.08

Eur. High Volatility: 13/1 1.79 96.44 0.01 2.16 1.11 1.58

Europe Crossover: 13/2 5.41 98.40 0.05 5.88 5.12 5.48

Asia ex-Japan IG: 13/1 1.33 98.49 0.01 1.72 0.87 1.21

Japan: 13/1 1.29 98.61 0.01 1.76 0.85 1.23

Note: Data as of July 19

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

In percentage points
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Source: Markit Group

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

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

JPMorgan $2,566 7.9% 28% 30% 27% 15%

Bank of America Merrill Lynch 2,400 7.4 24 33 18 26

Goldman Sachs 1,872 5.8 32 24 38 6

Morgan Stanley 1,742 5.4 32 27 35 7

Deutsche Bank 1,673 5.2 27 33 28 12

Credit Suisse 1,543 4.8 26 37 26 11

Citi 1,368 4.2 25 36 26 12

UBS 1,236 3.8 31 34 30 5

Barclays Capital 1,192 3.7 16 45 23 15

Source: Dealogic

Tracking
credit
markets �
dealmakers

Dow Jones Industrial Average P/E: 14
LAST: 10229.96 s 75.53, or 0.74%

YEAR TO DATE: t 198.09, or 1.9%

OVER 52 WEEKS s 1,314.02, or 14.7%

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

Previous
close, in STOCK PERFORMANCE

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

Rio Tinto U.K. General Mining 8,825,500 3,173 4.08% -6.4% 38.9%

BHP Billiton U.K. General Mining 10,353,077 1,872 3.06 -6.2 22.4

Nokia Finland Telecomm Equipment 34,067,520 6.92 2.22 -22.5 -23.5

Banco Santander Spain Banks 61,377,093 9.80 2.13 -15.2 7.8

ArcelorMittal France Iron & Steel 9,000,165 23.31 2.13 -27.6 -8.1

Daimler AG Germany Automobiles 5,782,423 41.42 -2.84% 11.3 36.4

Bayer AG Germany Specialty Chemicals 3,156,619 45.43 -1.70 -18.8 17.5

Sanofi-Aventis France Pharmaceuticals 3,021,359 47.14 -1.68 -14.4 4.6

GlaxoSmithKline U.K. Pharmaceuticals 6,175,051 1,174 -1.22 -11.1 1.2

Tesco U.K. Food Retailers & Wholesalers 15,206,747 394.05 -1.19 -7.9 5.1

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

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

Banco Bilbao Vizcaya Argentaria 21,341,051 9.50 1.91% -25.4% -1.8%
Spain (Banks)
Iberdrola 31,497,973 5.15 1.52 -22.7 -9.4
Spain (Conventional Electricity)
Anglo American 6,708,237 2,377 1.02 -12.3 27.6
U.K. (General Mining)
HSBC Holdings 22,260,143 627.80 0.75 -11.4 14.1
U.K. (Banks)
Deutsche Bank 5,023,144 47.34 0.71 -4.2 -3.5
Germany (Banks)
Telefonica 23,702,852 16.23 0.62 -16.9 -1.4
Spain (Fixed Line Telecommunications)
E.ON AG 8,226,294 21.87 0.32 -25.2 -11.8
Germany (Multiutilities)
Credit Suisse Group 6,834,482 43.22 0.14 -15.6 -13.3
Switzerland (Banks)
UBS 9,320,882 14.98 0.07 -6.7 4.9
Switzerland (Banks)
RWE AG 1,748,912 52.40 0.06 -22.9 -9.1
Germany (Multiutilities)
British American Tobacco 2,293,539 2,238 -0.02 11.0 25.0
U.K. (Tobacco)
BP PLC 49,163,589 387.45 -0.10 -35.4 -23.3
U.K. (Integrated Oil & Gas)
ABB Ltd. 5,959,673 19.09 -0.10 -1.7 12.1
Switzerland (Industrial Machinery)
Total S.A. 4,706,456 37.73 -0.11 -16.2 -5.2
France (Integrated Oil & Gas)
Intesa Sanpaolo 86,657,425 2.35 -0.11 -25.4 -4.1
Italy (Banks)
Barclays 45,036,179 284.85 -0.16 3.2 -7.9
U.K. (Banks)
Unilever 4,436,897 22.91 -0.17 0.7 23.0
Netherlands (Food Products)
Allianz SE 1,920,214 84.43 -0.22 -3.1 19.5
Germany (Full Line Insurance)
AXA 6,431,785 12.65 -0.24 -23.5 -7.2
France (Full Line Insurance)
BNP Paribas 3,455,432 46.97 -0.36 -16.0 -2.8
France (Banks)

Latest,
in local STOCK PERFORMANCE

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

Royal Dutch Shell A 4,163,266 21.03 -0.40% -0.3% 16.0%
U.K. (Integrated Oil & Gas)
L.M. Ericsson Telephone Series B 11,095,393 85.30 -0.41 29.4 9.5
Sweden (Communications Technology)
BG Group 3,659,038 1,056 -0.42 -5.9 0.4
U.K. (Integrated Oil & Gas)
France Telecom 7,843,627 14.63 -0.44 -16.1 -9.9
France (Fixed Line Telecommunications)
Astrazeneca 2,478,411 3,202 -0.45 10.0 14.2
U.K. (Pharmaceuticals)
UniCredit 360,839,950 1.98 -0.45 -11.7 7.4
Italy (Banks)
ENI 11,735,169 15.24 -0.52 -14.4 -12.4
Italy (Integrated Oil & Gas)
Nestle S.A. 4,818,890 52.75 -0.66 5.1 22.8
Switzerland (Food Products)
BASF SE 3,178,115 44.20 -0.66 1.7 35.0
Germany (Commodity Chemicals)
Roche Holding 2,768,041 143.00 -0.69 -18.7 -6.5
Switzerland (Pharmaceuticals)
Societe Generale 4,995,154 35.80 -0.71 -26.9 -12.3
France (Banks)
GDF Suez 4,933,679 24.32 -0.76 -19.7 -7.9
France (Multiutilities)
Siemens 2,727,717 72.66 -0.78 13.2 35.3
Germany (Diversified Industrials)
Diageo 4,687,654 1,100 -0.81 1.5 21.4
U.K. (Distillers & Vintners)
Assicurazioni Generali 5,788,635 14.89 -0.87 -20.9 -4.2
Italy (Full Line Insurance)
ING Groep 18,761,168 6.46 -0.90 -6.4 5.2
Netherlands (Life Insurance)
Novartis 4,145,607 51.75 -1.05 -8.4 10.4
Switzerland (Pharmaceuticals)
SAP AG 4,127,409 36.78 -1.13 11.4 20.9
Germany (Software)
Deutsche Telekom 13,238,714 10.01 -1.14 -2.8 20.5
Germany (Mobile Telecommunications)
Vodafone Group 70,682,956 142.95 -1.18 -0.5 25.8
U.K. (Mobile Telecommunications)

Sources: Thomson Reuters

DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 23.0 $24.78 –0.10 –0.40%
Alcoa AA 28.3 10.84 0.26 2.46
AmExpress AXP 7.0 42.07 0.49 1.18
BankAm BAC 175.3 13.76 0.15 1.11
Boeing BA 4.9 63.85 0.67 1.06
Caterpillar CAT 9.3 66.43 1.63 2.52
Chevron CVX 8.4 73.18 1.18 1.64
CiscoSys CSCO 65.7 23.05 0.32 1.41
CocaCola KO 9.2 53.25 0.98 1.87
Disney DIS 11.2 33.40 0.09 0.27
DuPont DD 5.8 36.81 0.76 2.11
ExxonMobil XOM 22.5 58.98 0.55 0.94
GenElec GE 64.3 14.94 0.32 2.19
HewlettPk HPQ 15.2 46.61 –0.07 –0.15
HomeDpt HD 22.7 27.93 0.86 3.18
Intel INTC 71.7 21.65 0.06 0.28
IBM IBM 15.9 126.50 –3.29 –2.53
JPMorgChas JPM 41.6 39.63 0.59 1.51
JohnsJohns JNJ 19.0 58.63 –0.94 –1.58
KftFoods KFT 8.4 29.23 0.40 1.39
McDonalds MCD 5.2 70.88 0.97 1.39
Merck MRK 12.9 35.63 –0.17 –0.47
Microsoft MSFT 44.9 25.48 0.25 0.99
Pfizer PFE 42.7 14.54 –0.19 –1.29
ProctGamb PG 10.4 62.09 0.23 0.37
3M MMM 2.9 82.19 0.97 1.19
TravelersCos TRV 3.5 50.34 0.63 1.27
UnitedTech UTX 5.0 67.55 1.16 1.75
Verizon VZ 17.6 26.66 –0.06 –0.22

WalMart WMT 15.6 50.88 1.36 2.75

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

Intl Pwr 259 –101 –101 –53

Codere Fin Luxembourg 751 –19 –18 32

Hellenic Telecom Org 375 –7 –14 –13

Siemens 80 –3 –7 –9

Kdom Spain 212 –2 –6 –9

Hanson 238 –2 ... –13

C de Aho Y Monte de Piedad
de Madrid 370 –2 –12 –53

Sol Melia 737 –2 22 46

Bay Landbk Giroz 133 –1 –4 8

Havas 284 –1 –4 30

And the most deterioration
CHANGE, in basis points

Yesterday Yesterday Five-day 28-day

Hellenic Rep 811 12 –34 –36

Xstrata 229 12 16 30

Valeo 256 12 14 51

Rep Irlnd 261 13 20 12

Glencore Intl AG 421 17 ... 35

BP 374 23 36 –116

Portugal Telecom Intl Fin 207 25 27 57

Portugal Telecom 206 25 25 57

Anglo Amern 247 39 85 117

Tomkins 294 160 162 172

Source: Markit Group

BLUE CHIPS � BONDS

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

Also, receive emails that summarize the day’s trading in Eu-
rope and Asia. To sign up, go to WSJ.com/Email.
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Nations endorse Afghan handover
KABUL—President Hamid Karzai

won international backing for his
plan to have his government take
the lead in securing Afghanistan by
2014 and play a greater role in de-
ciding how billions in development
dollars are spent.

The endorsement of Mr. Karzai’s
plan by delegates from more than
60 countries at a conference in
Kabul on Tuesday reflected the in-
creasing impatience among the Af-
ghan public and Western nations
with what many fear has become an
open-ended war that may not be
winnable under present circum-
stances.

U.S. and allied troop deaths and
civilian casualties have jumped this
year amid a pair of problematic mil-
itary offensives in southern Afghani-
stan, the Taliban’s heartland. Cor-
ruption is widespread, and billions
of dollars in cash—some is believed
to be diverted aid and reconstruc-
tion money—is being flown out of
Kabul’s airport every year.

Western officials lauded the Af-
ghan push to take a leading role in
their own affairs. But they, along
with some Afghan officials, stressed
that 2014 wasn’t a hard deadline
and would instead depend on prog-
ress in battling the Taliban and
shoring up Mr. Karzai’s foundering
government. It also wouldn’t mark
the end of the international military
or development role in Afghanistan,
they said.

“The transition process is too
important to push off indefinitely,”
U.S. Secretary of State Hillary Clin-
ton, in Kabul for the conference,
said in her remarks. But “we have
no intention of abandoning our
long-term mission of achieving a
stable, secure, peaceful Afghani-
stan.”

Security for Tuesday’s interna-
tional conference, the first since the
2001 ouster of the Taliban regime,
was extraordinary. Kabul’s air-
port—Afghanistan’s only interna-
tional terminal—was shut to all
commercial flights. Streets were
largely devoid of cars; police and
soldiers manned checkpoints across
the city.

The one-day conference con-
cluded with delegates agreeing to

fully hand responsibility for secur-
ing all 34 of the country’s provinces
to the Afghan government by 2014.

Yet Afghanistan’s security
forces—riddled by poor discipline,
corruption and ethnic factional-
ism—have a long way to go before
they can operate without direction
and support from coalition troops.

Opening the conference, Mr. Kar-
zai committed to improving the
army, police and intelligence ser-
vices. Critics say their misdeeds
help to fuel support for the Taliban.

“Our goal is to transform the
three organs of our national secu-
rity forces into trusted national in-
stitutions,” Mr. Karzai said. “We
shall strive to create a culture of ac-
countability in our security institu-

tions. We must acknowledge that
historically, abuse of force by per-
sons occupying state positions has
alienated the public from the gov-
ernment.”

There are also fears of Taliban
infiltration in Afghanistan’s security
forces. On Tuesday, Afghan and U.S.
officials said an Afghan soldier
opened fire at a training area in the
northern city of Mazar-e-Sharif.
Two American civilians and two Af-
ghan soldiers, including the shooter,
were killed. Officials said they were
investigating the shooting.

Another Afghan soldier killed
three British troops in southern Af-
ghanistan earlier this month, and
escaped. The Taliban later said the
soldier had afterward defected to

their ranks.
The 2014 timeline, first laid out

by Mr. Karzai in his inauguration
speech last year, is highly symbolic,
signaling to his own people that for-
eign troops won’t indefinitely con-
trol the fight against the Taliban
and potentially easing war-weari-
ness in the U.S. and Europe.

But the deadline is essentially
hollow. Dutch and Canadian troops
are already getting ready to depart
Afghanistan, and President Barack
Obama has said American soldiers
will start pulling out next summer,
although many troops are expected
to remain in Afghanistan for years
to come.

The Afghan government and its
backers also endorsed plans to dis-

burse through Afghan authorities
the billions of dollars flowing into
the country, instead of using a
patchwork of aid organizations and
branches of the coalition military
forces. Afghan officials say the cur-
rent setup often fuels corruption
and leads to programs and projects
that are at cross purposes with each
other and government priorities.

Ahead of the conference, Afghan
and Western officials said they
hoped to increase within two years
the portion of aid channeled
through the Afghan government to
50% from about 20% now.

The plan won’t be easy to exe-
cute. Poor security is a hindrance, as
is the Afghan government’s feeble
presence in many parts of the coun-
try. Government corruption is an-
other concern, and Mr. Karzai reit-
erated his commitment to battling
graft Tuesday.

The issue of corruption later
provided a tense moment between
Mr. Karzai and U.N. Secretary-Gen-
eral Ban Ki-moon. Asked about cor-
ruption at a joint news conference,
Mr. Ban began criticizing Afghan ef-
forts to battle the problem.

He was quickly interrupted by
Mr. Karzai, who said of the reporter:
“She was talking about corruption
in the international community. We
have to be fair!” He then laughed
and moved on.

Mrs. Clinton, in her speech Tues-
day and in comments made en route
to Kabul Monday, also stressed that
Washington’s failures have played a
large role in Afghanistan’s problems,
citing bloated American aid opera-
tions and corruption among con-
tractors. “We also have to take a
hard look at ourselves, because it’s
very clear that our presence, all of
our contracting, has fed this prob-
lem,” Mrs. Clinton said Monday.
“This is not just an Afghan problem.
It’s an international issue.”

Mrs. Clinton took her trip to
Kabul as an opportunity to voice
strong solidarity with Afghan
women, many of whom fear peace
efforts with the Taliban will lead to
a curtailing of their rights.

“Your interests will be recog-
nized and protected,” Mrs. Clinton
told 15 women’s rights activists
Tuesday morning at the U.S. Em-
bassy. “This is a special commit-
ment of mine.”

—Habib Zahori
contributed to this article.

By Matthew Rosenberg,
Maria Abi-Habib
and Jay Solomon

WORLD NEWS

Hillary Clinton, center, tours an Afghan products expo in Kabul with President Hamid Karzai, left, on Tuesday.
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New guidelines issued to shield babies from AIDS
VIENNA—The World Health Or-

ganization issued new guidelines
aimed at strengthening efforts to
prevent pregnant women from
transmitting the AIDS virus to their
babies and improving care for in-
fants born with the infection.

The recommendations call for
earlier HIV testing for pregnant
women and earlier treatment with
antiretroviral drugs for both their
own health and to halt transmission
to their newborns. They also urge
that infants born to HIV-positive
mothers be tested for the virus be-
tween four and six weeks after birth.
Treatment for those testing positive
should begin immediately.

Few children under the age of
one year have received HIV treat-
ment, according to WHO. Most tests
look for antibodies to HIV. Since ba-

bies are often born with their
mother’s antibodies, it had been im-
possible to know for up to 18
months if the baby was infected. A
new test can tell if a newborn’s anti-
bodies are his or her own.

Each year, more than 400,000 in-
fants in low- and middle-income
countries become infected with HIV
either in the womb, during birth or
while breast-feeding, according to
WHO. The risk of transmission
ranges from 15% to 45%. More than
a decade of research shows that the
risk can be almost entirely elimi-
nated if women take AIDS drugs
during pregnancy.

Despite recent progress, less
than half of HIV-positive expectant
mothers currently get the medicine.
Eliminating the problem by 2015 is
a major goal of WHO, the Joint
United Nations Programme on HIV/
AIDS (UNAIDS) and other public-

health organizations.
“These guidelines are important

to scale up efforts to eliminate
mother-to-child transmission,” said
Gottfried Hirnschall, director of HIV/
AIDS at WHO. The recommendations
were released Tuesday at the XVIII
International AIDS Conference.

The guidelines also say that as
long as either the mother or the
child is on antiretroviral drugs, it is
safe for women to breast-feed their
babies, an issue that has been a
source of controversy. Dr. Hirnschall
said the very small risk of transmis-
sion is more than offset by the often
life-saving nutritional benefits of
breast-feeding.

The Global Fund to Fight AIDS,
Tuberculosis and Malaria, a public-
private partnership in Geneva, is a
major supporter of programs to
reach more HIV-positive pregnant
women with medicines and other

care. The Fund is due for a three-
year replenishment from donors this
October and is seeking commit-
ments for as much as $20 billion,
amid an economic climate in which
many nations are curbing such con-
tributions. Christoph Benn, director
of external relations at the Fund,
said the goal of ending mother-to-
child transmission of HIV is a promi-
nent feature of its current fund-rais-
ing efforts.

“We have the technology,” he
said. While 400,000-plus is “a big
number, it doesn’t sound impossible.
We believe it’s doable,” he said.

Paul De Lay, deputy executive di-
rector of programs at UNAIDS, esti-
mated that the new guidelines, by
expanding the use of drugs and
some services, will roughly double
the annual cost of reaching women
who need the medicines to between
$1.2 billion and $1.5 billion.

“We’re talking about saving [over
400,000 babies a year],” he said.

About one-third of infants born
with HIV die in their first year of
life if they aren’t treated; half are
dead by age 2. Getting them tested
and beginning treatment within the
first 12 weeks quadruples their
chances of reaching age 2, said
Jimmy Kolker chief of HIV and AIDS
for UNICEF.

By age 2, if a child has been
treated properly from the start—so
that the amount of virus in the
blood is suppressed to undetectable
levels—the prognosis is excellent,
said Anthony Fauci, director of the
National Institute of Allergy and In-
fectious Diseases.

Dr. Hirnschall said the new
guidelines would require additional
training of medical staff in develop-
ing countries to administer them
properly.

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

Andfs. Europa EU EQ AND 07/19 EUR 6.97 -11.2 5.3 -10.5
Andfs. Franca EU EQ AND 07/19 EUR 8.60 -11.7 5.7 -10.7
Andfs. Japo JP EQ AND 07/19 JPY 463.56 -9.3 0.0 -14.8
Andfs. Plus Dollars US BA AND 07/19 USD 9.27 -1.8 7.7 -4.1
Andfs. RF Dolars US BD AND 07/19 USD 11.72 2.5 9.6 1.8
Andfs. RF Euros EU BD AND 07/19 EUR 10.95 1.1 8.1 2.3
Andorfons EU BD AND 07/19 EUR 14.57 0.5 8.8 1.6
Andorfons Alternative Premium GL EQ AND 05/31 EUR 101.35 2.4 7.4 -6.1
Andorfons Mix 30 EU BA AND 07/19 EUR 9.38 -1.8 9.8 -5.2
Andorfons Mix 60 EU BA AND 07/19 EUR 8.77 -5.4 8.1 -11.4

n CHARTERED ASSET MANAGEMENT PTE LTD - TEL NO: 65-6835-8866
Fax No: 65-6835 8865, Website: www.cam.com.sg, Email: cam@cam.com.sg
CAM-GTF Limited AS EQ MUS 07/09 USD 321608.59 17.2 66.5 19.5

n DJE INVESTMENT S.A.
internet: www.dje.lu email: info@dje.lu phone:+00 352 269 2522 0 fax:+00 352 269 25252
DJE Real Estate P OT EQ LUX 07/20 EUR 8.90 0.5 0.0 -3.3
DJE-Absolut P GL EQ LUX 07/20 EUR 203.68 -0.5 14.3 -3.9
DJE-Alpha Glbl P EU BA LUX 07/20 EUR 170.99 -4.0 8.3 -4.1
DJE-Div& Substanz P EU EQ LUX 07/20 EUR 215.25 0.1 15.8 0.2
DJE-Gold&Resourc P OT EQ LUX 07/20 EUR 179.91 5.6 27.5 -1.1
DJE-Renten Glbl P EU BD LUX 07/20 EUR 135.33 3.6 7.9 6.2
LuxPro-Dragon I AS EQ LUX 07/19 EUR 144.63 -8.5 8.6 7.6
LuxPro-Dragon P AS EQ LUX 07/19 EUR 140.35 -8.7 8.0 7.0
LuxTopic-Aktien Europa EU EQ LUX 07/20 EUR 16.78 -5.3 9.5 2.6
LuxTopic-Pacific AS EQ LUX 07/20 EUR 17.95 9.6 34.2 3.1

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

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

n HSBC Trinkaus Investment Managers SA
E-Mail: funds@hsbctrinkaus.lu
Telephone: 352 - 47 18471
Prosperity Return Fund A JP BD LUX 07/19 JPY 10093.34 1.7 NS NS
Prosperity Return Fund B EU BD LUX 07/19 JPY 8948.55 -9.5 NS NS
Prosperity Return Fund C EU BD LUX 07/19 USD 92.82 -3.8 NS NS
Prosperity Return Fund D EU BD LUX 07/19 EUR 108.77 11.4 NS NS
Renaissance Hgh Grade Bd A JP BD LUX 07/19 JPY 10158.19 2.6 NS NS
Renaissance Hgh Grade Bd B EU BD LUX 07/19 JPY 8941.34 -9.3 NS NS
Renaissance Hgh Grade Bd C EU BD LUX 07/19 USD 92.14 -3.6 NS NS
Renaissance Hgh Grade Bd D EU BD LUX 07/19 EUR 104.48 7.3 NS NS

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 07/19 EUR 21.03 -13.5 -10.9 -34.5
MP-TURKEY.SI OT OT SVN 07/19 EUR 40.93 17.9 55.6 9.3

n PAREX ASSET MANAGEMENT IPAS
Republikas square 2a, Riga, LV-1522, Latvia
www.parexgroup.com Tel: +371 67010810
Parex Eastern Europ Bal OT OT LVA 07/19 EUR 14.45 8.1 24.0 2.1

Parex Eastern Europ Bd EU BD LVA 07/19 USD 16.36 11.7 30.3 7.4
Parex Russian Eq EE EQ LVA 07/19 USD 20.33 4.1 42.9 -16.6

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 07/19 EUR 125.69 3.7 31.8 NS
Pictet-Asian Eq ExJpn-I USD AS EQ LUX 07/20 USD 165.09 -5.8 11.8 -3.7
Pictet-Asian Eq ExJpn-P USD AS EQ LUX 07/20 USD 156.39 -6.3 10.9 -4.5
Pictet-Biotech-P USD OT EQ LUX 07/19 USD 243.13 -14.1 -9.4 -17.2
Pictet-CHF Liquidity-P CH MM LUX 07/19 CHF 124.12 -0.1 0.0 0.3
Pictet-CHF Liquidity-P dy CH MM LUX 07/19 CHF 93.33 -0.1 0.0 0.3
Pictet-Conv. Bonds-P EUR EU BD LUX 07/19 EUR 99.90 NS NS NS
Pictet-Digital Comm-P USD OT EQ LUX 07/19 USD 118.04 1.0 19.7 4.3
Pictet-Eastern Europe-P EUR EU EQ LUX 07/19 EUR 342.69 9.0 59.9 -5.9
Pictet-Emerging Markets-P USD GL EQ LUX 07/20 USD 497.06 -6.8 17.7 -9.0
Pictet-Eu Equities Sel-P EUR EU EQ LUX 07/19 EUR 402.44 -1.3 18.8 -5.8
Pictet-EUR Bonds-P EU BD LUX 07/19 EUR 398.51 3.7 6.4 6.2
Pictet-EUR Bonds-Pdy EU BD LUX 07/19 EUR 292.23 3.7 6.4 6.2
Pictet-EUR Corporate Bonds-P EU BD LUX 07/19 EUR 151.95 2.8 10.1 9.0
Pictet-EUR Corporate Bonds-Pdy EU BD LUX 07/19 EUR 103.01 2.8 10.1 9.0
Pictet-EUR High Yield-P EU BD LUX 07/19 EUR 154.70 5.8 28.9 9.0
Pictet-EUR High Yield-Pdy EU BD LUX 07/19 EUR 84.79 5.8 28.9 9.0
Pictet-EUR Liquidity-P EU MM LUX 07/19 EUR 136.08 0.1 0.3 1.3
Pictet-EUR Liquidity-Pdy EU MM LUX 07/19 EUR 96.75 0.1 0.3 1.3
Pictet-EUR Sovereign Liq-P EU MM LUX 07/19 EUR 102.41 0.0 0.0 1.0
Pictet-EUR Sovereign Liq-Pdy EU MM LUX 07/19 EUR 99.92 0.0 0.0 1.0
Pictet-Europe Index-P EUR EU EQ LUX 07/19 EUR 100.09 -0.9 19.5 -3.6
Pictet-European Sust Eq-P EUR EU EQ LUX 07/19 EUR 133.55 0.3 21.1 -2.8
Pictet-Glo Emerging Debt-P USD GL BD LUX 07/19 USD 257.61 5.9 17.4 13.8
Pictet-Glo Emerging Debt-Pdy USD GL BD LUX 07/19 USD 167.30 5.9 17.4 13.7
Pictet-Greater China-P USD AS EQ LUX 07/20 USD 325.93 -7.2 5.5 -0.1
Pictet-Indian Equities-P USD EA EQ LUX 07/20 USD 368.49 2.2 24.0 9.3
Pictet-Japan Index-P JPY JP EQ LUX 07/20 JPY 8127.75 -8.5 -3.5 -17.9
Pictet-Japanese Eq 130/30-P JPY JP EQ LUX 07/20 JPY 4100.12 -7.2 -1.6 -16.3
Pictet-Japanese Eq Sel-I JPY JP EQ LUX 07/20 JPY 7056.72 -8.9 -4.4 -20.9
Pictet-Japanese Eq Sel-P JPY JP EQ LUX 07/20 JPY 6820.49 -9.2 -5.0 -21.4
Pictet-MENA-P USD OT OT LUX 07/19 USD 45.86 2.3 NS NS
Pictet-Pac (ExJpn) Idx-P USD AS EQ LUX 07/20 USD 253.69 -7.1 19.1 -2.5
Pictet-Piclife-P CHF CH BA LUX 07/19 CHF 778.57 -1.6 6.9 0.6
Pictet-Premium Brands-P EUR OT EQ LUX 07/19 EUR 73.82 13.0 45.4 13.1
Pictet-Russian Equities-P USD EE EQ LUX 07/19 USD 62.99 -2.2 55.7 -16.3
Pictet-Security-P USD GL EQ LUX 07/19 USD 102.09 2.5 20.7 5.1
Pictet-Small Cap Europe-P EUR EU EQ LUX 07/19 EUR 471.95 4.2 25.9 -2.4
Pictet-Timber-P USD GL EQ LUX 07/19 USD 101.18 -5.0 27.2 NS
Pictet-USA Index-P USD US EQ LUX 07/19 USD 87.53 -3.4 15.1 -6.6
Pictet-USD Government Bonds-P US BD LUX 07/19 USD 537.57 5.9 6.8 6.2
Pictet-USD Government Bonds-Pdy US BD LUX 07/19 USD 384.38 5.9 6.8 6.2
Pictet-USD Liquidity-P US MM LUX 07/19 USD 131.06 0.0 0.1 0.7
Pictet-USD Liquidity-Pdy US MM LUX 07/19 USD 84.87 0.0 0.1 0.7
Pictet-USD Sovereign Liq-P US MM LUX 07/19 USD 101.57 0.0 0.0 0.7
Pictet-USD Sovereign Liq-Pdy US MM LUX 07/19 USD 100.07 0.0 0.0 0.7
Pictet-Water-P EUR GL EQ LUX 07/19 EUR 131.05 5.7 21.0 1.6
Pictet-World Gvt Bonds-P USD EU BD LUX 07/20 USD 168.62 2.2 4.5 4.7
Pictet-World Gvt Bonds-Pdy USD EU BD LUX 07/20 USD 136.74 2.2 4.5 4.7

n POLAR CAPITAL PARTNERS LIMITED
International Fund Managers (Ireland) Limited PH - 353 1 670 660 Fax - 353 1 670 1185
Global Technology OT EQ IRL 07/19 USD 13.81 2.7 25.9 6.4
Japan Fund USD JP EQ IRL 07/20 USD 16.00 0.7 3.7 3.0
Polar Healthcare Class I USD OT EQ IRL 07/19 USD 11.97 -7.4 10.2 NS
Polar Healthcare Class R USD OT EQ IRL 07/19 USD 11.92 -7.7 9.7 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 07/19 EUR 649.57 -8.2 12.1 -8.4
CORE EUROZONE EQ B EU EQ IRL 07/19 EUR 779.71 -6.2 13.1 -6.9
EURO FIXED INCOME A EU BD IRL 07/19 EUR 1317.53 5.8 13.0 5.0
EURO FIXED INCOME B EU BD IRL 07/19 EUR 1411.46 6.2 13.7 5.7
EUROPEAN SMALL CAP A EU EQ IRL 07/19 EUR 1245.87 3.8 27.9 -4.0
EUROPEAN SMALL CAP B EU EQ IRL 07/19 EUR 1338.93 4.1 28.6 -3.4
EUROZONE AGG A EUR EU EQ IRL 07/19 EUR 652.04 -0.6 21.6 -5.0
EUROZONE AGG B EUR EU EQ IRL 07/19 EUR 940.14 -0.3 22.3 -4.4
GLB REAL EST SEC A OT EQ IRL 07/19 USD 883.35 -1.5 27.4 -10.2
GLB REAL EST SEC B OT EQ IRL 07/19 USD 913.70 -1.2 28.1 -9.7
GLB REAL EST SEC EH A OT EQ IRL 07/19 EUR 794.29 -1.3 24.9 -10.2
GLB REAL EST SEC SH B OT EQ IRL 07/19 GBP 75.13 -0.8 26.2 -10.2
GLB STRAT YIELD A EU BD IRL 07/19 EUR 1705.27 6.1 25.6 8.5
GLB STRAT YIELD B EU BD IRL 07/19 EUR 1830.71 6.4 26.4 9.2
GLOBAL BOND A EU BD IRL 07/19 EUR 1271.87 15.1 22.8 16.5
GLOBAL BOND B EU BD IRL 07/19 EUR 1359.00 15.5 23.6 17.2
GLOBAL BOND EH A GL BD IRL 07/19 EUR 1472.29 7.1 14.7 8.3
GLOBAL BOND EH B GL BD IRL 07/19 EUR 1567.85 7.4 15.4 9.0
JAPAN EQUITY A JP EQ IRL 07/19 JPY 10465.78 -10.1 -6.7 -17.9
JAPAN EQUITY B JP EQ IRL 07/19 JPY 11191.73 -9.8 -6.1 -17.5
PAC BASIN (X JPN) A AS EQ IRL 07/19 USD 2167.22 -5.2 20.7 2.4
PAC BASIN (X JPN) B AS EQ IRL 07/19 USD 2320.54 -4.9 21.4 3.0
PAN EUROPEAN EQUITY A EU EQ IRL 07/19 EUR 955.13 -0.8 21.3 -4.7
PAN EUROPEAN EQUITY B EU EQ IRL 07/19 EUR 1021.41 -0.5 22.0 -4.2
US EQUITY A US EQ IRL 07/19 USD 831.79 -4.7 13.7 -8.3
US EQUITY B US EQ IRL 07/19 USD 893.48 -4.4 14.4 -7.8
US SMALL CAP EQUITY A US EQ IRL 07/19 USD 1280.06 -0.7 19.8 -7.4
US SMALL CAP EQUITY B US EQ IRL 07/19 USD 1375.87 -0.4 20.5 -6.8

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
A company of Amundi Group
Bonds ConvEurope A EU BD LUX 07/16 EUR 31.18 5.1 10.3 0.8
Bonds Eur Corp A EU BD LUX 07/16 EUR 23.41 1.4 5.6 4.9
Bonds Eur Hi Yld A EU BD LUX 07/19 EUR 21.52 4.5 21.8 6.6
Bonds EURO A EU BD LUX 07/19 EUR 42.17 2.8 5.1 7.5
Bonds Europe A EU BD LUX 07/19 EUR 40.33 3.1 5.2 7.1
Bonds US MtgBkSec A US BD LUX 04/29 USD 24.41 -4.7 11.9 0.0
Bonds World A GL BD LUX 07/16 USD 42.74 1.8 5.0 4.1
Eq. AsiaPac Dual Strategies A AS EQ LUX 07/19 USD 9.47 -9.1 14.0 -3.8
Eq. China A AS EQ LUX 07/19 USD 20.95 -13.2 2.0 -2.3
Eq. Concentrated Euroland A EU EQ LUX 07/19 EUR 82.16 -11.6 1.4 -13.5
Eq. ConcentratedEuropeA EU EQ LUX 07/19 EUR 26.30 -2.6 15.4 -8.3
Eq. Emerging Europe A EU EQ LUX 07/16 EUR 25.56 8.5 54.7 -14.4
Eq. Equities Global Energy OT EQ LUX 07/19 USD 15.32 -15.5 0.3 -22.2
Eq. Euroland A EU EQ LUX 07/19 EUR 9.88 -8.7 7.8 -12.6
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 07/19 EUR 141.86 0.5 21.7 -3.5
Eq. EurolandCyclclsA OT EQ LUX 07/19 EUR 17.75 -0.3 17.8 -6.2
Eq. EurolandFinancialA OT EQ LUX 07/19 EUR 9.70 -14.3 1.3 -16.0
Eq. Glbl Emg Cty A GL EQ LUX 07/19 USD 8.43 -12.9 3.5 -12.6
Eq. Global A GL EQ LUX 07/19 USD 26.00 -6.7 12.8 -8.2
Eq. Global Resources A GL EQ LUX 07/19 USD 101.85 -6.7 16.4 -13.5

Eq. Gold Mines A OT EQ LUX 07/19 USD 30.75 1.5 23.3 1.7
Eq. India A EA EQ LUX 07/19 USD 132.46 1.3 24.9 9.5
Eq. Japan CoreAlpha A JP EQ LUX 07/16 JPY 7070.86 -2.5 -2.0 -8.8
Eq. Japan Sm Cap A JP EQ LUX 07/16 JPY 1012.64 -5.3 -2.0 -9.6
Eq. Japan Target A JP EQ LUX 07/20 JPY 1592.27 -2.8 -6.6 -7.8
Eq. Latin America A GL EQ LUX 07/16 USD 105.86 -8.9 26.0 -12.0
Eq. US ConcenCore A US EQ LUX 07/19 USD 21.21 -6.2 13.2 -3.8
Eq. US Focused A US EQ LUX 07/19 USD 14.81 -6.6 6.8 -18.5
Eq. US Lg Cap Gr A US EQ LUX 07/19 USD 14.02 -8.1 8.9 -12.8
Eq. US Mid Cap A US EQ LUX 07/19 USD 30.59 2.4 28.9 -4.4
Eq. US Multi Strg A US EQ LUX 07/16 USD 20.13 -5.4 12.5 -11.1
Eq. US Rel Val A US EQ LUX 07/19 USD 19.52 -5.2 13.4 -10.7
Eq. US Sm Cap Val A US EQ LUX 07/19 USD 15.29 -4.2 13.4 -15.3
Money Market EURO A EU MM LUX 07/16 EUR 27.45 0.2 0.4 1.6
Money Market USD A US MM LUX 07/16 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 07/20 JPY 8386.00 -11.3 -1.6 -18.7
YMR-N Small Cap Fund JP EQ IRL 07/20 JPY 6195.00 -11.7 -6.2 -16.4

n Yuki 77 Series
Yuki 77 General JP EQ IRL 07/20 JPY 5198.00 -15.5 -11.9 -24.3

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 07/20 JPY 5939.00 -13.0 -5.7 -20.3
Yuki Chugoku JpnLowP JP EQ IRL 07/20 JPY 7268.00 -3.6 -7.5 -17.9

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 07/20 JPY 3985.00 -14.7 -9.3 -25.4
Yuki Hokuyo Jpn Inc JP EQ IRL 07/20 JPY 4747.00 -9.5 -6.7 -19.5
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 07/20 JPY 4492.00 -12.0 -7.7 -16.2

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III JP EQ IRL 07/20 JPY 3769.00 -14.7 -8.9 -27.2
Yuki Mizuho Jpn Dyn Gro JP EQ IRL 07/20 JPY 4047.00 -13.2 -8.7 -26.9
Yuki Mizuho Jpn Exc 100 JP EQ IRL 07/20 JPY 5912.00 -15.2 -6.0 -22.2
Yuki Mizuho Jpn Gen JP EQ IRL 07/20 JPY 7661.00 -11.1 -4.8 -19.8
Yuki Mizuho Jpn Gro JP EQ IRL 07/20 JPY 5635.00 -11.4 -8.6 -20.8
Yuki Mizuho Jpn Inc JP EQ IRL 07/20 JPY 7042.00 -7.8 -4.5 -21.1
Yuki Mizuho Jpn Lg Cap JP EQ IRL 07/20 JPY 4494.00 -13.4 -7.3 -22.0
Yuki Mizuho Jpn LowP JP EQ IRL 07/20 JPY 10624.00 -8.1 -6.1 -15.1
Yuki Mizuho Jpn PGth JP EQ IRL 07/20 JPY 6719.00 -15.6 -12.0 -24.7
Yuki Mizuho Jpn SmCp JP EQ IRL 07/20 JPY 6461.00 -9.5 -3.6 -14.8
Yuki Mizuho Jpn Val Sel AS EQ IRL 07/20 JPY 5093.00 -9.8 -6.9 -18.7
Yuki Mizuho Jpn YoungCo AS EQ IRL 07/20 JPY 2442.00 -10.4 -12.2 -21.9

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 07/20 JPY 4829.00 -10.9 -4.9 -20.8
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MARKETS

As Britain taxes big bonuses,
U.S. banks pay largest bill

LONDON—U.S. banks have paid
the bulk of the £2.5 billion ($3.81
billion) the U.K. has collected from
its bonus tax, designed to curb ex-
cessive pay, hitting banks’ second-
quarter earnings while creating a
windfall for the U.K.’s new govern-
ment.

According to statements in the
past few days from J.P. Morgan
Chase & Co., Citigroup Inc., Bank of
America Corp. and Goldman Sachs
Group Inc., the four banks collec-
tively paid at least $2 billion toward
the tax in the second quarter. Mor-
gan Stanley, due to report second-
quarter earnings Wednesday, is ex-
pected to say its bill, too, totaled
several hundred million dollars.

The one-time tax, intended to
collect 50% of bank bonuses above
£25,000, was introduced in Decem-
ber by former Chancellor of the Ex-
chequer Alistair Darling, who ini-
tially estimated it would raise £550
million. The Office of National Sta-
tistics last month said £2.5 billion
had been paid on bonuses paid be-
tween the day the tax was an-
nounced and April 5, when the U.K.
tax year ended.

In its earnings report last week,
J.P. Morgan said it had paid $550
million, while Citigroup’s payment,
disclosed Friday, was $404 million.
Also on Friday, Bank of America
said it paid $870 million in extra ex-

penses in the second quarter, which
included the costs related to the tax.
It declined to give a more precise
figure. Goldman Sachs on Tuesday
said its cost from the tax was $600
million.

The numbers had been flagged
by the banks earlier in the year. An-
alyts were expecting them to add to
the downbeat mood in a lackluster
period for investment banks. The
charge applies to all bank employees
working in the U.K., regardless of
where the parent company is lo-
cated.

While painful for bank share-
holders, the tax has been a boon for
the U.K.’s new Conservative-Liberal
Democrat coalition government,
which unveiled a raft a spending
cuts in its June budget.

Next year, a levy on banks’ bal-
ance sheets is to raise £2 billion, a

ttoal that will rise to £2.5 billion the
following year as the tax is fully im-
plemented. It, too, will apply to both
local banks and international ones
with U.K. operations. Chancellor of
the Exchequer George Osborne has
warned banks to be on alert for fur-
ther taxes and regulations, particu-
larly relating to compensation.

Some analysts have said the bo-
nus tax failed in its aim, saying the
larger-than-expected amount raised
meant there was little evidence
banks had significantly curtailed
payments.

Some banks, including Deutsche
Bank AG and Standard Chartered
PLC, said they would cut bonus pots
globally to help cover the charge.
Others, such as Barclays PLC, have
raised salaries for investment-bank-
ing staff, in an effort to make bo-
nuses a smaller proportion of over-
all compensation.

The U.K. five major banks by as-
sets—Barclays, HSBC Holdings PLC,
Lloyds Banking Group, Royal Bank
of Scotland Group PLC and Stan-
dard Chartered—collectively paid
about $1.1 billion to cover their bo-
nus tax bills.

Credit Suisse Group estimated
its charge at 400 million Swiss
francs ($379.1 million) and UBS ear-
lier in the year said it expected to
pay 300 million Swiss francs. Both
banks will disclose the final charges
when they report second-quarter
earnings later this month.

BY MARGOT PATRICK

Big payers

� Goldman Sachs: $600 million

� J.P. Morgan Chase: $550 million

� Citigroup: $404 million

� Credit Suisse: $379.1 million

� HSBC: $355 million

Sources: the banks

form at home, Mr. Blankfein ac-
knowledged there have been less-
than-favorable conditions to navi-
gate. “The market environment be-
came more difficult during the sec-
ond quarter and, as a result, client
activity across our businesses de-
clined,” he said in a statement.

Two of the bank’s competitors,
J.P. Morgan Chase & Co. and Citi-
group Inc., last week reported lower
trading revenue as choppy markets
curbed client appetite for risk. Mor-
gan Stanley is scheduled to report
its results before U.S. markets open
Wednesday.

“It looks like Goldman Sachs was
not well-positioned for moves in
volatility,” said Douglas Sipkin, an
analyst with Ticonderoga Securities.
“The environment needs to improve
for revenues to grow.”

Revenue from trading and princi-
pal investments, which make up the
bulk of the company’s business, de-
clined 39%. Investment-banking rev-
enue slid 36% and asset-manage-
ment and securities revenue
dropped 11%. “The most striking
shortfall on the revenue line was eq-
uities trading, which registered the
lowest quarterly figure at least back
to 2003 in our model,” said Barclays
Capital analyst Roger Freeman.

The investment bank had made a
name for itself in recent years by
profiting during even the most vola-
tile market swings, while many of

Continued from page 17 its competitors sputtered. During
the second quarter, it appears Gold-
man might have misjudged the mar-
ket, pulled back on risk and suffered
the consequences.

Mr. Viniar said the firm was
caught off guard by the market’s
volatility. Goldman’s equity deriva-
tives were on the wrong side of bets
that stock-market volatility would
ease during a quarter when equities
had wild swings.

“We didn’t hedge it fast enough,
let’s put it that way,” he said. “We
were reducing position size and
hedging things, but things spiked re-
ally dramatically really fast.”

Goldman, which spent $600 mil-
lion during the period to comply
with Britain’s bonus-tax law on
bankers, reported that second-quar-
ter compensation plunged to $3.8
billion from $6.6 billion. Halfway
through 2010, Goldman employees,
typically the highest paid on Wall
Street, stand to earn less this year
than in 2009, as the investment
bank has allocated $9.3 billion for
such payouts, down nearly one-fifth
from the $11.4 billion the firm set
aside a year ago.

The ratio of compensation and
benefits to net revenue was 43% for
the first half of 2010, compared with
49% a year earlier, Goldman’s “low-
est as a public company,” Mr. Viniar
said. But he added, “Our pay at the
end of the year will be based on our
performance.”

SEC case, U.K. levy
hit Goldman results
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Zijin apologizes for fouling river
SHANGHAI—A major Chinese

mining company offered a rare pub-
lic apology for its role in polluting a
local river, while fishing vessels
helped clean up a large oil slick off
the major port city of Dalian, as
China continues to grapple with a
spate of industrial accidents.

In a series of statements this
week, China’s Zijin Mining Group
Co. backtracked from earlier expla-
nations that weather caused waste-
water from its copper processing
plant in China’s southeastern Fujian
province to leak into the Ting River
and kill fish. Company failures were
to blame as well, Zijin Chairman
Chen Jinghe said in a 10-minute ap-
pearance late Monday on Fujian
province television.

Zijin’s board of directors fol-
lowed up with an apology that ex-
pressed regret for the accident,
blamed the company’s “weak” man-
agement, and pledged unspecified
compensation and remediation.

“The Company was overconfi-
dent, had a lack of crisis awareness
and didn’t properly handle the bal-
ance between economic efficiency,
ecological benefit and public inter-
est,” the board letter said.

The move came amid increasing
official pressure on Zijin. Zijin said
this week it would cooperate with
the China Securities Regulatory
Commission, which is looking into a
possible breach of disclosure rules
related to the incident.

Pollution that originated with Zi-
jin’s Fujian plants is now being
found in rivers in neighboring
Guangdong province, state media
said Tuesday, threatening to kill
more fish.

Meanwhile, near the northeast-
ern Chinese city of Dalian, officials
said around 500 fishing vessels were

using absorbents and dispersants to
help soak up oil on a 183 square kilo-
meter stretch of ocean.

The Xinhua news agency said it
could take up to five days to clean
up the oil, which poured into waters
after a pipeline explosion late last
week.

Though the area’s oil port is par-
tially closed, Xinhua said supplies
won’t be disrupted.

In another ongoing challenge for
China, in western Gansu province
rescue efforts were trying to reach
11 coal miners trapped underground.
It is the latest misfortune in an in-
dustry that has claimed 44 lives
since July 17.

Zijin’s apologetic statements
were unusual. When disaster strikes
in China, top executives—who are
often Communist Party offi-

cials—rarely accept blame or make
personal appearances. The nation
lacks forums in which officials can
publicly question executives, as U.S.
lawmakers did when they requested
that BP PLC Chief Executive Tony
Hayward appear before them over
the Gulf of Mexico oil spill.

The leak of copper-tainted waste-
water primarily dates to July 3,
when a Zijin containment pool failed
during heavy rains. But the company
now concedes contamination was
exacerbated by its own lax environ-
mental controls, and admits there is
merit in complaints from fishermen
that it was polluting waters far ear-
lier than this month.

For instance, on Tuesday, Zijin
said it had ignored an environmental
watchdog’s order last September to
close a runoff channel that was

seeping chemicals into the Ting
River, and which made the July
problems worse.

At least three Zijin plant man-
agers have been detained by police
and the copper plant that produces
about 13% of its output has been
shut.

The comments from Mr. Chen, 52
years old, which were televised in
Shanghang county, where the com-
pany is based, and covered nation-
ally in print media, did little to as-
suage local fish farmers who
continued Tuesday to complain
about their losses.

The statement may have played
better in Hong Kong. Zijin shares
there surged 7.4% on Tuesday, end-
ing at 4.80 Hong Kong dollars
(about 62 U.S. cents), after falling
nearly 24% since the end of June.

BY JAMES T. AREDDY

Fishing boats were dispatched to help clean up an oil spill in northeastern China on Tuesday.
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Beijing disputes IEA’s energy assessment

BEIJING—China’s government
disputed the International Energy
Agency’s assertion that China sur-
passed the U.S. as the world’s larg-
est energy consumer last year, high-
lighting the lack of clarity in China’s
energy sector as well as the coun-
try’s unease at its growing global
impact.

“By our calculation, the U.S. was
still the world’s largest energy user
in 2009,” said Zeng Yachuan, a
spokesman with China’s National
Energy Administration. Zhou Xi’an,
a director with the agency, said that
“the IEA data can be used as a refer-
ence but are not very reliable.”

The IEA said that last year China
used 2.252 billion tons of oil equiva-
lent, a measure of energy including
oil, gas, coal, uranium and all other
sources. That figure is about 4%
more than the U.S., which the IEA
said burned 2.17 billion tons of oil
equivalent. On a per capita basis,
Chinese energy demand is still
around a third of the average of in-
dustrialized nations, according to
IEA data.

The IEA quickly defended its
analysis Tuesday. “All the relevant
sources of statistics indicate that
China has surpassed the United
States to become the world’s largest
energy consumer,” IEA chief econo-
mist Fatih Birol said.

The exchange continues a long-

standing disagreement between
China and the IEA. The Paris-based
group’s forecasts, which are widely
followed, rely on extensive data on
oil demand, storage and exports pro-
vided by member countries includ-
ing the U.S.

But the IEA has complained re-
peatedly that China, which isn’t a
member country, provides inade-
quate or unclear data, and it says
this lack of transparency contributes
to volatility in global oil markets as
traders try to second-guess Chinese
buying. China is working with the
IEA to improve data collection. But
in its closely watched monthly re-
port, the IEA this month repeated

“its concerns with Chinese data,”
pointing out a mismatch between
China’s energy demand and gross
domestic product.

Chinese officials say the IEA
doesn’t understand China’s energy
sector and underestimates the effec-
tiveness of aggressive energy-effi-
ciency drives and increasing use of
renewable sources like wind, solar,
hydro or nuclear power.

The IEA’s Mr. Birol said that Chi-
nese energy demand would be even
higher if the government hadn’t made
progress in building solar and wind
power industries—helping to ease the
energy intensity of China’s economy.

Ultimately, the discrepancy isn’t

of great consequence. China calcu-
lates that it used 3.066 billion tons
of coal equivalent last year, equal to
2.146 billion tons of oil equivalent.
That is about 5% below the IEA’s cal-
culation of China demand, but just
1% below U.S. consumption. Given
China’s rapid economic growth,
which exceeded 10% in the first half
of this year, it is likely that China
will erase the gap with the U.S. this
year even by its own measurements.
And Mr. Zeng conceded that China
was the world’s largest “primary en-
ergy producer,” suggesting some of
that is exported.

China’s reluctance to accept the
mantle of world’s top energy con-
sumer also reflects unease with its
growing global influence—and the
responsibilities that could come
with it, such as greater calls for it to
limit its energy use. In addition, in-
creasing energy imports have
spurred an overseas buying spree by
Chinese natural-resources firms,
forcing Chinese leaders to consider
how to guarantee energy security
when supply lines are stretched far.

China’s rise has yet to translate
into more pricing power in global
energy markets. And China’s rise as
the world’s biggest energy consumer
leaves it actually more vulnerable
than ever to factors it can’t control:
instability in the Middle East, piracy
off the eastern shores of Africa and
conflict in central Asia.

—Jing Yang
contributed to this article.

BY SHAI OSTER
AND SPENCER SWARTZ

China says it isn’t the world’s largest consumer of energy. Above, workers
install insulators on electric pylons in Hangzhou, Zhejiang province.
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China moves
to ease worries
of vendors
from abroad

BEIJING—China offered to in-
crease foreign companies’ access to
its government purchases as it seeks
to overcome international com-
plaints that it discriminates against
foreign vendors, but analysts said
the move still may not go far enough
toward easing their concerns.

The offer was presented in the
form of a new proposal for member-
ship in the World Trade Organiza-
tion’s Agreement on Government
Procurement, which requires nondis-
criminatory access to government
purchases.

The proposal, which makes revi-
sions to China’s first proposal in
2007, comes amid intense criticism
of China’s government by foreign
companies and governments for new
rules governing access to its massive
government-procurement market.
Chinese officials estimate that such
procurement contracts exceeded
$100 billion in 2009.

China had promised upon its ac-
cession into the World Trade Orga-
nization in 2001 that it would ini-
tiate a bid to join the GPA, but the
U.S. and other WTO members re-
jected its first proposal, submitted
at the end of 2007. Those parties
have been pushing regulators to sub-
mit a revised one since, and China
agreed in May at the U.S.-China
Strategic and Economic Dialogue to
do so by this month.

The GPA is an agreement among
more than a dozen parties, including
the U.S. and the European Union,
and has more than 20 observers.

The contents of the new proposal
haven’t been made public, and Yao
Jian, a China Commerce Ministry
spokesman, didn’t provide details.
People who have seen copies of it or
have been briefed on its contents
said it reduces a requested transi-
tion period for implementing the ac-
cord to five years from 15 years, for
example, and adds 15 more central-
government agencies whose pur-
chases are covered by the pact, said
a person who saw the proposal.

But foreign business representa-
tives said the proposal still appears
to fall far short of their require-
ments on several accounts.

State-owned enterprises and
agencies under provincial or local
governments aren’t covered by the
new proposal.

And China’s proposed value
thresholds for contracts that would
fall under the GPA are still higher
than the thresholds of other mem-
bers, they say.

—Liu Li and Gao Sen
contributed to this article.

BY LORETTA CHAO

Supply lines
Spending on government
procurement in China,
in billions of yuan

2007 2008 2009
(Estimate)

Source: China’s Ministry of Finance
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n ALLIANCE BERNSTEIN
www.alliancebernstein.com/investments Tel. +800 2263 8637
Am Blend Portfolio A US EQ LUX 07/19 USD 9.62 -7.2 10.7 -9.8
Am Blend Portfolio I US EQ LUX 07/19 USD 11.37 -7.0 11.5 -9.1
Am Growth A US EQ LUX 07/19 USD 28.14 -9.9 9.1 -3.3
Am Growth B US EQ LUX 07/19 USD 23.53 -10.4 8.0 -4.3
Am Growth I US EQ LUX 07/19 USD 31.32 -9.5 10.0 -2.5
Am Income A US BD LUX 07/19 USD 8.71 6.3 18.1 9.8
Am Income A2 US BD LUX 07/19 USD 20.30 6.6 18.0 9.8
Am Income B US BD LUX 07/19 USD 8.71 6.0 17.2 9.0
Am Income B2 US BD LUX 07/19 USD 17.43 6.2 17.2 9.0
Am Income I US BD LUX 07/19 USD 8.71 6.6 18.7 10.5
Emg Mkts Debt A GL BD LUX 07/19 USD 16.11 6.9 23.9 12.4

Emg Mkts Debt A2 GL BD LUX 07/19 USD 21.56 7.2 23.8 12.5
Emg Mkts Debt B GL BD LUX 07/19 USD 16.11 6.4 22.7 11.4
Emg Mkts Debt B2 GL BD LUX 07/19 USD 20.66 6.7 22.6 11.4
Emg Mkts Debt I GL BD LUX 07/19 USD 16.11 7.2 24.5 13.0
Emg Mkts Growth A GL EQ LUX 07/19 USD 32.85 -5.2 22.1 -8.1
Emg Mkts Growth B GL EQ LUX 07/19 USD 27.69 -5.7 20.8 -9.1
Emg Mkts Growth I GL EQ LUX 07/19 USD 36.58 -4.8 23.0 -7.4
Eur Growth A EU EQ LUX 07/19 EUR 7.14 1.6 15.9 -6.3
Eur Growth B EU EQ LUX 07/19 EUR 6.39 1.1 14.9 -7.3
Eur Growth I EU EQ LUX 07/19 EUR 7.82 2.0 16.9 -5.6
Eur Income A EU BD LUX 07/19 EUR 6.77 5.5 21.5 9.8
Eur Income A2 EU BD LUX 07/19 EUR 13.63 5.9 21.6 9.9
Eur Income B EU BD LUX 07/19 EUR 6.77 5.2 20.8 9.1
Eur Income B2 EU BD LUX 07/19 EUR 12.62 5.4 20.7 9.0
Eur Income I EU BD LUX 07/19 EUR 6.77 5.8 22.1 10.4
Eur Strat Value A EU EQ LUX 07/19 EUR 8.00 -6.2 11.4 -13.1
Eur Strat Value I EU EQ LUX 07/19 EUR 8.21 -6.1 12.2 -12.5
Eur Value A EU EQ LUX 07/19 EUR 8.61 -6.4 11.7 -9.9
Eur Value B EU EQ LUX 07/19 EUR 7.88 -6.9 10.7 -10.7
Eur Value I EU EQ LUX 07/19 EUR 9.99 -5.9 12.6 -9.1
Gl Balanced (Euro) A EU BA LUX 07/19 USD 14.65 NS NS NS
Gl Balanced (Euro) B EU BA LUX 07/19 USD 14.20 NS NS NS
Gl Balanced (Euro) C EU BA LUX 07/19 USD 14.51 NS NS NS
Gl Balanced (Euro) I EU BA LUX 07/19 USD 14.98 NS NS NS
Gl Balanced A US BA LUX 07/19 USD 15.77 -4.3 9.8 -6.9
Gl Balanced B US BA LUX 07/19 USD 14.91 -4.9 8.8 -7.8
Gl Balanced I US BA LUX 07/19 USD 16.42 -3.9 10.6 -6.2
Gl Bond A US BD LUX 07/19 USD 9.54 5.3 12.1 8.1
Gl Bond A2 US BD LUX 07/19 USD 16.90 5.6 12.1 8.1
Gl Bond B US BD LUX 07/19 USD 9.54 4.8 11.0 7.0
Gl Bond B2 US BD LUX 07/19 USD 14.72 5.0 11.0 7.0
Gl Bond I US BD LUX 07/19 USD 9.54 5.6 12.7 8.7

Gl Conservative A US BA LUX 07/19 USD 14.64 -0.4 8.8 -0.7
Gl Conservative A2 US BA LUX 07/19 USD 16.86 -0.4 8.7 -0.8
Gl Conservative B US BA LUX 07/19 USD 14.62 -0.9 7.6 -1.8
Gl Conservative B2 US BA LUX 07/19 USD 15.93 -1.0 7.6 -1.8
Gl Conservative I US BA LUX 07/19 USD 14.72 0.0 9.6 0.1
Gl Eq Blend A GL EQ LUX 07/19 USD 10.42 -10.6 7.5 -17.2
Gl Eq Blend B GL EQ LUX 07/19 USD 9.73 -11.1 6.6 -18.0
Gl Eq Blend I GL EQ LUX 07/19 USD 11.04 -10.2 8.4 -16.5
Gl Growth A GL EQ LUX 07/19 USD 37.95 -9.4 8.0 -17.0
Gl Growth B GL EQ LUX 07/19 USD 31.51 -9.9 7.0 -17.9
Gl Growth I GL EQ LUX 07/19 USD 42.32 -9.0 8.9 -16.4
Gl High Yield A US BD LUX 07/19 USD 4.43 6.5 31.4 10.0
Gl High Yield A2 US BD LUX 07/19 USD 9.90 6.9 31.6 10.0
Gl High Yield B US BD LUX 07/19 USD 4.43 5.9 30.0 8.7
Gl High Yield B2 US BD LUX 07/19 USD 15.84 6.5 30.4 9.0
Gl High Yield I US BD LUX 07/19 USD 4.43 6.8 32.2 10.8
Gl Thematic Res A GL EQ LUX 07/19 USD 13.82 -6.2 13.0 0.2
Gl Thematic Res B GL EQ LUX 07/19 USD 12.02 -6.7 11.8 -0.9
Gl Thematic Res I GL EQ LUX 07/19 USD 15.47 -5.8 13.8 1.0
Gl Value A GL EQ LUX 07/19 USD 9.86 -11.5 7.6 -17.2
Gl Value B GL EQ LUX 07/19 USD 9.01 -12.0 6.6 -18.0
Gl Value I GL EQ LUX 07/19 USD 10.53 -11.1 8.6 -16.6
India Growth A EA EQ LUX 07/19 USD 133.54 5.2 34.1 NS
India Growth AX EA EQ LUX 07/19 USD 116.91 5.4 34.5 16.9
India Growth B EA EQ LUX 07/19 USD 139.12 4.6 32.8 NS
India Growth BX EA EQ LUX 07/19 USD 99.39 4.8 33.1 15.7
India Growth I EA EQ LUX 07/19 USD 121.49 5.7 35.2 17.4
Int'l Health Care A OT EQ LUX 07/19 USD 127.36 -7.4 9.0 -6.0
Int'l Health Care B OT EQ LUX 07/19 USD 106.83 -7.9 7.9 -6.9
Int'l Health Care I OT EQ LUX 07/19 USD 139.76 -6.9 9.9 -5.2
Int'l Technology A OT EQ LUX 07/19 USD 107.38 -2.7 20.0 -4.7
Int'l Technology B OT EQ LUX 07/19 USD 92.53 -3.2 18.8 -5.7

Int'l Technology I OT EQ LUX 07/19 USD 120.93 -2.3 21.0 -3.9
Japan Blend A JP EQ LUX 07/19 JPY 5450.00 -9.5 -3.2 -20.4
Japan Growth A JP EQ LUX 07/19 JPY 5191.00 -11.6 -6.4 -21.8
Japan Growth I JP EQ LUX 07/19 JPY 5365.00 -11.2 -5.7 -21.1
Japan Strat Value A JP EQ LUX 07/19 JPY 5721.00 -6.5 1.8 -19.0
Japan Strat Value I JP EQ LUX 07/19 JPY 5899.00 -6.1 2.6 -18.3
Real Estate Sec. A OT EQ LUX 07/19 USD 14.04 -2.2 25.5 -8.8
Real Estate Sec. B OT EQ LUX 07/19 USD 12.76 -2.7 24.2 -9.7
Real Estate Sec. I OT EQ LUX 07/19 USD 15.15 -1.8 26.5 -8.1
Short Mat Dollar A US BD LUX 07/19 USD 7.32 2.2 9.7 0.4
Short Mat Dollar A2 US BD LUX 07/19 USD 10.02 2.3 9.6 0.4
Short Mat Dollar B US BD LUX 07/19 USD 7.32 2.0 9.2 0.0
Short Mat Dollar B2 US BD LUX 07/19 USD 9.95 2.2 9.1 -0.1
Short Mat Dollar I US BD LUX 07/19 USD 7.32 2.5 10.2 1.0
US Thematic Research A US EQ LUX 07/19 USD 8.16 -4.3 8.7 -6.7
US Thematic Research B US EQ LUX 07/19 USD 7.47 -4.8 7.6 -7.7
US Thematic Research I US EQ LUX 07/19 USD 8.82 -3.9 9.6 -5.9

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 07/19 GBP 7.71 -6.5 14.5 -1.4
Andfs. Borsa Global GL EQ AND 07/19 EUR 5.98 -8.0 7.8 -13.0
Andfs. Emergents GL EQ AND 07/19 USD 15.65 -9.8 14.8 -7.5
Andfs. Espanya EU EQ AND 07/19 EUR 11.55 -17.0 -0.2 -9.4
Andfs. Estats Units US EQ AND 07/19 USD 13.74 -8.5 7.9 -10.6

FUND SCORECARD
Emerging Market Equity
These funds primarily take long/short positions in emerging market equities. At least 60% of assets are
invested in emerging market equities. Ranked on % total return (dividends reinvested) in U.S. dollars for
one year ending July 20, 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

2 The Prosperity Capital USDCYM 5.12 96.13 -19.05 NS
Prosperity Qst Fd A Management Ltd

NS CQITIC Yihu Shenzhen Yihu CNYCHN -5.28 56.36 9.63 NS
Growth Trust 1 Investment&Management Co

NS East Capital East Capital Asset USDCYM 31.77 52.71 -36.60 NS
Bering Ukraine Management AB

NS New Russian Prosperity Capital USDGGY 4.21 52.34 NS NS
Generation Ltd Management Ltd

NS Ocean Star Amundi Luxembourg CNYCHN -9.13 49.35 27.18 NS
Fund 1 S.A.

1 Lippo HSBC Institutional USDBMU 5.60 47.57 1.06 23.14
Indonesian Grwth USD Trust Services (Asia)

NS Kaltchuga Inrus Management USDVGB NS 46.26 -24.27 16.48
Fund - Class A

NS Enhanced Enhanced USDBMU -3.04 41.41 -1.96 NS
Indonesia Indx Fd Investment Products Limited

NS GFTC-New Guangdong New CNYCHN NS 39.03 12.09 NS
value Trust 1 Value Investment Co.,Ltd

2 Magna Gl Charlemagne EURIRL 5.71 38.12 -7.23 2.58
Emerging Mkts Fd - A Capital Ltd (Cayman Island)

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 06/30 USD 116.33 -3.4 8.4 -13.4
MultiAdv Arb CHF Hdg OT OT JEY 06/30 CHF 95.57 1.1 7.3 -7.8
MultiAdv Arb EUR Hdg OT OT JEY 06/30 EUR 104.32 1.3 8.3 -7.1
MultiAdv Arb GBP Hdg OT OT JEY 06/30 GBP 117.68 6.0 13.4 -5.4
MultiAdv Arb S EUR OT OT CYM 06/30 EUR 112.29 2.0 9.7 -6.1
MultiAdv Arb S GBP OT OT CYM 06/30 GBP 117.68 2.1 10.0 -10.2
MultiAdv Arb S USD OT OT CYM 06/30 USD 128.26 1.9 9.7 -4.6
MultiAdv Arb USD OT OT JEY 06/30 USD 196.46 1.2 8.3 -5.7

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

n MERIDEN GROUP
Tel: + 376 741 175 Fax: + 376 741 183 Email: meriden@meriden-ipm.com
Antanta Combined Fund EE EQ AND 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 07/14 EUR 46.01 -23.3 -39.5 -33.8
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
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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

Stocks slip in Europe,
but Dow turns it around

Key European stock indexes
ended lower but off their nadirs
Tuesday, as a late-session rally in
the basic-resources sector helped
offset another round of weak U.S.
housing data and disappointing re-
sults from Goldman Sachs Group.
The euro fell against the dollar,
while oil and gold prices rose.

U.S. stocks reversed earlier
losses amid speculation about the
contents of Federal Reserve Chair-
man Ben Bernanke’s congressional
testimony later in the week and
mounting expectations for Apple’s
earnings report after the close.

Erasing its earlier triple-digit
loss, the Dow Jones Industrial Aver-
age rose 75.53 points, or 0.7%, to
10229.96. Traders said the market’s
change of sentiment was spurred by
speculation over further measures
the central bank might take to stim-
ulate the economy. Mr. Bernanke is
scheduled to begin his two-day
semiannual congressional testimony
on the economy Wednesday. Hopes
that his comments may alleviate
worries the economy is heading to-
ward a second recession helped en-
ergize the market after its morning
slump.

Materials stocks, whose demand
is often tied to economic growth,
led the gains. Cliffs Natural Re-
sources rose 8.2%, while U.S. Steel

gained 7.7% and AK Steel Holding
climbed 7%.

Early in European trading, weak-
ness in the telecom sector and poor
demand at a Hungarian Treasury-
bill auction kept stocks in the red.

Telecoms were hit after Cable &
Wireless Worldwide said U.K. gov-
ernment spending cuts would slow
earning growth this year. C&W
Worldwide shares fell 17%.

European markets recovered late
in the session on the back of rising

metal prices, which pushed Arcelor-
Mittal up 2.1% and Rio Tinto up
4.1%. The Stoxx Europe 600 for the
basic-resources sector jumped 3%.

The pan-European Stoxx 600 in-
dex closed up 0.1% at 246.35. The
U.K.’s FTSE 100 index fell 0.2% to
5139.46, France’s CAC-40 index
ended down 0.5% at 3468.02, and
Germany’s DAX fell 0.7% to 5967.49.

A rebound in banking stocks also
helped trim losses.

Nevertheless, disappointing
housing starts and worse-than-ex-
pected second-quarter earnings
from Goldman Sachs weighed on Eu-
ropean indexes.

In the currency markets, the
euro lost ground against the dollar
amid mounting concern over Fri-
day’s bank stress-test results. Late
in New York, the euro was at
$1.2891 from $1.2942 late Monday,
and sterling was at $1.5280 from
$1.5235.

Light, sweet crude oil for August
delivery rose 90 cents to $77.44 a
barrel on the New York Mercantile
exchange. Gold for July delivery
added 0.8% to $1,191.50 a troy ounce
on the Comex division of Nymex.

In major market action: Autos,
tied to growth, led the decline in
Europe on Tuesday, with Peugeot
shares falling 2.5% and Fiat, which
reports earnings on Wednesday,
down 2.1%.

Daimler, which reported prelimi-
nary figures last week showing a
quarterly profit and strong sales at
its auto division, dropped 2.8%.
Morgan Stanley analysts, while initi-
ating coverage of the firm, said they
believe strong momentum at Mer-
cedes has peaked and that risks are
being overlooked.

Telecom giant Vodafone Group
updates investors on its quarterly
trading performance Friday. Shares
fell 1.2% after ING cut its stance on

the firm to “hold” from “buy.”
Finnish mobile-phone maker

Nokia climbed 2.2% after a report
that it plans to replace Chief Execu-
tive Olli-Pekka Kallasvuo.

Shares of Irish low-cost airline
Ryanair Holdings rose 1.8% after it
said its first-quarter net profit fell
to €93.7 million ($121 million), from
€123 million in the year-earlier pe-

riod, hit by airport closures related
to volcanic ash, but operating reve-
nue climbed to €869.8 million, from
€774.7 million.

Among low-cost rivals, easyJet
shares rose 1.1% and Air Berlin
shares advanced 0.3%.
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U.S. stocks reversed earlier
losses amid speculation that
comments due from Fed chief
Ben Bernanke may alleviate
worries the economy is facing
a second recession.




